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SUGAR CREEK FINANCIAL CORP.

Corporate Profile

Sugar Creek Financial Corp., headquartered in Trenton, Illinois, is the holding company
for Tempo Bank. A majority of the outstanding shares of Sugar Creek Financial Corp.’s
common stock is owned by Sugar Creek MHC, the mutual holding company of Tempo
Bank. Sugar Creek Financial Corp. is quoted on the OTC Bulletin Board under the
symbol “SUGR.” '

Established in 1889, Tempo Bank continues to operate as a community-oriented financial
institution offering traditional financial services to consumers and businesses in our
market area of Trenton and Breese, Illinois and the surrounding communities in Clinton
County, eastern St. Clair County and southeastern Madison County.

Banking Locations

Main Office
28 West Broadway Street
Trenton, Illinois 62293

Bank Branch
301 North 4th Street
Breese, Illinois 62230



Sugar Creek

FINANCIAL CORP

28 WEST BROADWAY
TRENTON, ILLINOIS 62293
(618) 224-9228

NOTICE OF 2009 ANNUAL MEETING OF STOCKHOLDERS

Trenton, Illinois
July 14, 2009

2:00 p.m., local time, on Monday, August 17, 2009.
Trenton House Restaurant, 2 East Broadway, Trenton, Illinois.
(1) The election of two directors to serve for a term of three years.

(2) The ratification of the selection of Michael Trokey & Company, P.C. as
our independent registered public accounting firm for fiscal year 2010.

(3) Such other business as may properly come before the meeting and any
adjournment or postponement of the meeting. The Board of Directors
is not aware of any other business to come before the annual meeting.

To vote, you must have been a stockholder at the close of business on June
22, 2009.

It is important that your shares be represented and voted at the meeting.
You can vote your shares by completing and returning the proxy card or
voting instruction card sent to you. Voting instructions are printed on your
proxy or voting instruction card and included in the accompanying proxy
statement. You can revoke a proxy at any time before its exercise at the
meeting by following the instructions in the proxy statement.

BY ORDER OF THE BOARD OF DIRECTORS

(Jail. o

Phyllis J. Brown
Vice President and Corporate Secretary

Important: Whether or not you plan to attend the annual meeting, please vote by marking, signing,
dating and promptly returning the enclosed proxy card or voting instruction card.



SUGAR CREEK FINANCIAL CORP.

PROXY STATEMENT

GENERAL INFORMATION

This proxy statement is furnished in connection with the solicitation of proxies by the Board of
Directors of Sugar Creek Financial Corp. (“Sugar Creek Financial” or the “Company”) to be used at the
annual meeting of stockholders of the Company. The Company is the holding company for Tempo Bank
(the “Bank™) and the majority-owned subsidiary of Sugar Creck MHC (the “MHC”). The annual meeting
will be held at the Trenton House Restaurant, 2 East Broadway, Trenton, Illinois on Monday, August 17,
2009 at 2:00 p.m., local time. This proxy statement and the enclosed proxy card are being first mailed on
or about July 14, 2009 to stockholders of record.

Important Notice Regarding the Availability of Proxy Materials for the Stockholders’
Meeting to be held on August 17, 2009

The Proxy Statement and Annual Report to Stockholders are available at
http://www.cfpproxy.com/6188.

INFORMATION ABOUT VOTING

Who Can Vote at the Meeting

You are entitled to vote your shares of Sugar Creek Financial common stock if the records of the
Company show that you held your shares as of the close of business on June 22, 2009. As of the close of
business on June 22, 2009, 900,107 shares of Sugar Creek Financial common stock were outstanding,

including 498,784 shares of common stock held by Sugar Creek MHC. Each share of common stock has
one vote.

The Company’s Charter provides that, until April 3, 2012, record owners of the Company’s
common stock (other than Sugar Creek MHC) who beneficially own, either directly or indirectly, in
excess of 10% of the Company’s outstanding shares are not entitled to any vote in respect of the shares
held in excess of the 10% limit.

Ownership 6f Shares; Attending the Meeting
You may own shares of Sugar Creek Financial in one of the following ways:
) Directly in your name as the stockholder of record; or
. Indirectly through a broker, bank or other holder of record in “street name.”
If your shares are registered directly in your name, you are the holder of record of these shares

and we are sending these proxy materials directly to you. As the holder of record, you have the right to
give your proxy directly to us or to vote in person at the annual meeting.



If you hold your shares in street name, your broker, bank or other holder of record is sending
these proxy materials to you. As the beneficial owner, you have the right to direct your broker, bank or
other holder of record how to vote by filling out a voting instruction card that accompanies your proxy
materials. Your broker, bank or other holder of record may allow you to provide voting instructions by
telephone or by the Internet. Please see the instruction card provided by your broker, bank or other holder
of record that accompanies this proxy statement. If you hold your shares in street name, you will need
proof of ownership to be admitted to the meeting. A recent brokerage statement or letter from a bank or
broker are examples of proof of ownership. If you want to vote your shares of Sugar Creek Financial
common stock held in street name in person at the meeting, you must obtain a written proxy in your name
from the broker, bank or other holder of record of your shares.

Quorum and Vote Required

Quorum. We will have a quorum and will be able to conduct the business of the annual meeting
if the holders of a majority of the outstanding shares of common stock entitled to vote are present at the
meeting, either in person or by proxy.

Votes Required for Proposals. At this year’s annual meeting, stockholders will elect two
directors to each serve a term of three years. In voting on the election of directors, you may vote in favor
of both nominees, withhold votes as to both nominees or withhold votes as to either nominee. There is no
cumulative voting for the election of directors. Directors are elected by a plurality of the votes cast at the
annual meeting. “Plurality” means that the nominees receiving the largest number of votes cast will be
clected up to the maximum number of directors to be elected at the annual meeting. The maximum
number of directors to be elected at the annual meeting is two.

In voting to ratify the appointment of Michael Trokey & Company, P.C. as the Company’s
independent registered public accounting firm, you may vote in favor of the proposal, vote against the
proposal or abstain from voting. To be approved, this matter requires the affirmative vote of a majority of
the shares represented at the annual meeting and entitled to vote.

Vote of Sugar Creek MHC. Sugar Creek MHC, the mutual holding company for the Company,
owned 55.4% of the outstanding shares of common stock of the Company as of June 22, 2009. All shares
of common stock owned by Sugar Creek MHC will be voted in accordance with the instructions of the
Board of Directors of Sugar Creek MHC, the members of which are identical to the members of the Board
of Directors of the Company. Sugar Creek MHC is expected to vote such shares “FOR” each nominee
for election as a director and “FOR” ratification of the appointment of Michael Trokey & Company, P.C.
as the Company’s independent registered public accounting firm. Because Sugar Creek MHC owns in
excess of 50% of the outstanding shares of Company common stock, the votes it casts will ensure the
presence of a quorum and determine the outcome of Proposal 1 (Election of Directors) and Proposal 2
(Ratification of Independent Registered Public Accounting Firm).

Routine and Non-Routine Proposals. The rules of the New York Stock Exchange determine
whether proposals presented at stockholder meetings are routine or non-routine. If a proposal is routine, a
broker, bank or other entity holding shares for an owner in street name may vote on the proposal without
receiving voting instructions from the owner. If a proposal is non-routine, the broker, bank or other entity
may vote on the proposal only if the owner has provided voting instructions. A broker non-vote occurs
when a broker, bank or other entity holding shares for an owner in street name is unable to vote on a
particular proposal and has not received voting instructions from the beneficial owner. The election of
directors and the ratification of Michael Trokey & Company, P.C. as our independent accounting firm for
2010 are currently considered routine matters.



How We Count Votes. If you return valid proxy instructions or attend the meeting in person, we
will count your shares for purposes of determining whether there is a quorum, even if you abstain from
voting. Broker non-votes, if any, also will be counted for purposes of determining the existence of a
quorum.

In the election of directors, votes that are withheld will have no effect on the outcome of the
election.

In counting votes on the proposal to ratify the selection of the independent registered public
accounting firm, abstentions will have the same effect as a vote against the proposal.

Voting by Proxy

The Board of Directors of the Company is sending you this proxy statement to request that you
allow your shares of Company common stock to be represented at the annual meeting by the persons
named in the enclosed proxy card. All shares of Company common stock represented at the meeting by
properly executed and dated proxy cards will be voted according to the instructions indicated on the
proxy card. If you sign, date and return a proxy card without giving voting instructions, your shares will
be voted as recommended by the Company’s Board of Directors. The Board of Directors recommends
that you vote “FOR” each of the nominees for director and “FOR? ratification of the appointment
of Michael Trokey & Company, P.C. as the Company’s independent registered public accounting
firm.

If any matter not described in this proxy statement is properly presented at the annual meeting,
the persons named in the proxy card will use their judgment to determine how to vote your shares. This
includes a motion to adjourn or postpone the annual meeting in order to solicit additional proxies. If the
annual meeting is postponed or adjourned, your shares of Sugar Creek Financial common stock may be
voted by the persons named in the proxy card on the new annual meeting date, provided you have not
revoked your proxy. The Company does not know of any other matters to be presented at the annual
meeting.

You may revoke your proxy at any time before the vote is taken at the meeting. To revoke your
proxy, you must either advise the Corporate Secretary of the Company in writing before your Company
common stock has been voted at the annual meeting, deliver a later-dated proxy or attend the meeting and
vote your shares in person. Attendance at the annual meeting will not in itself constitute revocation of
your proxy.

Participants in the Bank’s ESOP or 401(k) Plan

If you participate in the Tempo Bank Employee Stock Ownership Plan (“ESOP”) or if you have
invested in Company common stock through the Sugar Creek Financial Corp. Stock Fund (the “Stock
Fund”) in the Tempo Bank Employees’ Savings and Profit-Sharing Plan and Trust (the “401(k) Plan”),
you will receive a vote authorization form for each plan that will reflect all the shares that you may direct
the trustees to vote on your behalf under the respective plans. Under the terms of the ESOP, all allocated
shares of Sugar Creek Financial common stock held by the ESOP are voted by the ESOP trustee, as
directed by plan participants. All unallocated shares of Sugar Creek Financial common stock held by the
ESOP and all allocated shares for which no timely voting instructions are received, are voted by the
ESOP trustee in the same proportion as shares for which the trustee has received voting instructions,
subject to the exercise of its fiduciary duties. Under the terms of the 401(k) Plan, participants investing in
the Stock Fund through the 401(k) Plan may direct the Stock Fund trustee how to vote the shares credited
to their accounts. The Stock Fund trustee will vote all shares for which it does not receive timely
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instructions from participants based on the final results of the tabulation. The deadline for returning your
vote authorization forms is August 10, 2009.

CORPORATE GOVERNANCE AND BOARD MATTERS
Director Independence

The Company’s Board of Directors consists of six members, all of whom are independent under
the current listing standards of the Nasdaq Stock Market, except for Robert J. Stroh, Jr., who is the Chief
Executive Officer and Chief Financial Officer of Sugar Creek Financial, Sugar Creek MHC and Tempo
Bank, and Francis J. Eversman, who is the President and Chief Operating Officer of Sugar Creek
Financial, Sugar Creek MHC and Tempo Bank. In determining the independence of its directors, the
Board of Directors considered transactions, relationships and arrangements between the Company, the
Bank and its directors that are not required to be disclosed in this proxy statement under the heading
“Transactions with Related Persons,” including loans that the Bank has made directly or indirectly with
Directors Stroh, Eversman and Deien, and legal services provided to the Bank by Director Timothy P.
Fleming.

Committees of the Board of Directors

Audit Committee. The Company has a separately designated standing Audit Committee
consisting of directors Timothy W. Deien, Daniel S. Reilly (Chairperson) and Gary R. Schwend. The
Audit Committee meets periodically with the independent registered public accounting firm and
management to review accounting, auditing, internal control structure and financial reporting matters.
Each member of the Audit Committee is independent in accordance with the listing standards of the
Nasdaq Stock Market. The Board of Directors has determined that Mr. Reilly is an “audit committee
financial expert” as such term is defined by the rules and regulations of the Securities and Exchange
Commission. The report of the Audit Committee required by the rules of the Securities and Exchange
Commission is included in this proxy statement. See “Audit Committee Report.” The Audit Committee
operates under a written charter which is available in the Investor Information portion of the Company’s
website (www.tempobank.com). The Audit Committee held four meetings in fiscal 2009.

Other Committees. The Company does not maintain separately designated compensation or
nominating committees. Based on the number of independent directors currently serving on the Board of
Directors, the Company believes that the functions customarily attributable to these committees are
sufficiently performed by our full Board of Directors.

Compensation Processes and Procedures

The Board of Directors is responsible for overseeing the Company’s and the Bank’s employee
compensation and benefit programs. Management develops recommendations for the Board of Directors
regarding the appropriate range of annual salary increases of our employees. Each member of our Board
of Directors participates in the consideration of executive officer and director compensation. Our Chief
Executive Officer and Chief Financial Officer and President and Chief Operating Officer do not
participate in Board discussions or the review of Board documents relating to the determination of their
compensation.



Nominating Procedures

The Board of Directors is responsible for the annual selection of its nominees for election as
directors and developing and implementing policies and practices relating to corporate governance.

Minimum Qualifications. The Board of Directors has adopted a set of criteria that it considers
when it selects individuals to be nominated for election to the Board of Directors. A candidate must meet
the eligibility requirements set forth in the Company’s Bylaws, which include an age limitation, a stock
ownership requirement and a requirement that the candidate not have been subject to certain criminal or
regulatory actions. A candidate also must meet any qualification requirements set forth in any Board or
committee governing documents.

The Board of Directors will consider the following criteria in selecting nominees for initial
election or appointment to the Board of Directors: financial, regulatory and business experience;
familiarity with and participation in the local community; integrity, honesty and reputation; dedication to
the Company and its stockholders; independence; and any other factors the Board of Directors deems
relevant, including age, diversity, size of the Board of Directors and regulatory disclosure obligations.

With respect to nominating an existing director for re-election to the Board of Directors, the
Board of Directors will consider and review an existing director’s Board and committee attendance and
performance; length of Board service; experience, skills and contributions that the existing director brings
to the Board of Directors; and the director’s independence.

Director Nomination Process. The process that the Board of Directors follows to identify and
evaluate individuals to be nominated for election to the Board of Directors is as follows:

Identification. For purposes of identifying nominees for the Board of Directors, the Board relies
on personal contacts of the Board members, as well as their knowledge of members of the communities
served by Sugar Creek Financial. The Board of Directors also will consider director candidates
recommended by stockholders in accordance with the policy and procedures set forth below. The Board
of Directors has not used an independent search firm to identify nominees.

Evaluation. In evaluating potential nominees, the Board of Directors determines whether the
candidate is eligible and qualified for service on the Board of Directors by evaluating the candidate under
the selection criteria set forth above. If such individual fulfills these criteria, the Board of Directors will
conduct a check of the individual’s background and interview the candidate to further assess the qualities
of the prospective nominee and the contributions he or she would make to the Board of Directors.

Consideration of Recommendations by Stockholders. 1t is the policy of the Board of Directors
of the Company to consider director candidates recommended by stockholders who appear to be qualified
to serve on the Company’s Board of Directors. The Board of Directors may choose not to consider an
unsolicited recommendation if no vacancy exists on the Board of Directors and the Board of Directors
does not perceive a need to increase the size of the Board of Directors. To avoid the unnecessary use of
the Board’s resources, the Board of Directors will consider only those director candidates recommended
in accordance with the procedures set forth below.

Procedures to be Followed by Stockholders. To submit a recommendation of a director
candidate to the Board of Directors, a stockholder should submit the following information in writing,

addressed to the Chairman of the Board, care of the Corporate Secretary, at the main office of the
Company:



The name of the person recommended as a director candidate;

All information relating to such person that is required to be disclosed in solicitations of
proxies for election of directors pursuant to Regulation 14A under the Securities
Exchange Act of 1934;

The written consent of the person being recommended as a director candidate to being
named in the proxy statement as a nominee and to serving as a director if elected;

The name and address of the stockholder making the recommendation, as they appear on
the Company’s books; provided, however, that if the stockholder is not a registered
holder of the Company’s common stock, the stockholder should submit his or her name
and address along with a current written statement from the record holder of the shares
that reflects ownership of the Company’s common stock; and

A statement disclosing whether such stockholder is acting with or on behalf of any other
person and, if applicable, the identity of such person.

In order for a director candidate to be considered for nomination at the Company’s annual
meeting of stockholders, the recommendation must be received by the Board of Directors at least 120
calendar days before the date the Company’s proxy statement was released to stockholders in connection
with the previous year’s annual meeting, advanced by one year.

Director Compensation

The following table sets forth the compensation received by non-employee directors for their
service on our Board of Directors during the 2009 fiscal year.

Fees Earned or All Other
Paid in Cash Stock Awards Compensation Total
Name 3) $)Q) ) (%)
Timothy W. Deien ...........ccoovvveen.. 5,870 935 — 6,805
Timothy P. Fleming .........cco......... 5,500 935 — 6,435
Daniel S. Reilly.....ccoooooovvererrrnnnn. 6,500 935 — 7,435
Gary R. Schwend............cccc.oereenn. 6,240 935 — 7,175

(1) These amounts represent the compensation expense recognized for financial statement reporting purposes in accordance
with FAS 123(R) for outstanding restricted stock awards for each director. The amounts were calculated based upon the
Company’s stock price of $7.90 on the date of grant. When shares become vested and are distributed from the trust in
which they are held, the recipient will also receive an amount equal to accumulated cash and stock dividends (if any) paid
with respect thereto, plus earnings thereon. At March 31, 2009, each non-employee director had 888 unvested shares of
restricted stock.



Cash Retainer and Meeting Fees for Non-Employee Directors. The following tables set forth
the applicable retainers and fees that are paid to non-employee directors for their service on the Boards of
Directors of Sugar Creek Financial and Tempo Bank. Employee directors are also eligible to receive fees
for appraisal reviews and loan approvals. Directors do not receive any fees for their service on the Board
of Directors of Sugar Creek MHC.

Board of Directors of Tempo Bank:

Board Meeting FEe .......cocurvrinneicicnrnenneereseceencsesesennenes $ 375
Additional Board Fee for Annual Organization Meeting........... $ 375
Board Meeting Reconvene Fee...........coocoiriinincccnenncenennnes $ 100
Committee Fees for each Appraisal Review...........ccceveeincenae $ 10
Committee Fees for each Loan Approval Review:
CRaIIMAN ittt $ 10
Other Loan Committee Members ..........co.coeenrerivererennanes $ 10

Board of Directors of Sugar Creek Financial:

ANNUAl RELAINET ........ooiviiiviieiieiieieceicere et et eereeeereeenreesenneessnas $1,000
Audit Committee Chairman Annual Retainer...........c.ccevveeeneee. $1,000
Board Meetings

During fiscal 2009, the Boards of Directors of the Company and the Bank jointly held 13
meetings. No director attended fewer than 75% of the meetings of the Board of Directors and Board
committees on which they served in 2009.

Director Attendance at the Annual Meeting of Stockholders

The Board of Directors encourages directors to attend the annual meeting of stockholders. All
directors attended the 2008 Annual Meeting of Stockholders.

AUDIT COMMITTEE REPORT

The Company’s management is responsible for the Company’s internal controls and financial
reporting process. The independent registered public accounting firm is responsible for performing an
independent audit of the Company’s consolidated financial statements and issuing an opinion on the
conformity of those financial statements with U.S. generally accepted accounting principles. The Audit
Committee oversees the Company’s internal controls and financial reporting process on behalf of the
Board of Directors.

In this context, the Audit Committee has met and held discussions with management and the
independent registered public accounting firm. Management represented to the Audit Committee that the
Company’s consolidated financial statements were prepared in accordance with U.S. generally accepted
accounting principles, and the Audit Committee has reviewed and discussed the consolidated financial
statements with management and the independent registered public accounting firm. The Audit
Committee discussed with the independent registered public accounting firm matters required to be
discussed by Statement on Auditing Standards No. 61, as amended (AICPA, Professional Standards, Vol.
1 AV Section 380), as adopted by the Public Company Accounting Oversight Board in Rule 3200T,
including the quality, not just the acceptability, of the accounting principles, the reasonableness of
significant judgments, and the clarity of the disclosures in the financial statements.



In addition, the Audit Committee has received the written disclosures and the letter from the
independent registered public accounting firm required by applicable requirements of the Public
Company Accounting Oversight Board regarding the independent registered public accounting firm’s
communications with the Audit Committee concerning independence, and has discussed with the
independent registered public accounting firm the independent registered public accounting firm’s
independence. In concluding that the independent registered public accounting firm is independent, the
Audit Committee considered, among other factors, whether the non-audit services provided by the
independent registered public accounting firm were compatible with their independence.

The Audit Committee discussed with the Company’s independent registered public accounting
firm the overall scope and plans for their audit. The Audit Committee meets with the independent
registered public accounting firm, with and without management present, to discuss the results of their
examination, their evaluation of the Company’s internal controls, and the overall quality of the
Company’s financial reporting.

In performing all of these functions, the Audit Committee acts only in an oversight capacity. In
its oversight role, the Audit Committee relies on the work and assurances of the Company’s management,
which has the primary responsibility for financial statements and reports, and of the independent
registered public accounting firm who, in their report, express an opinion on the conformity of the
Company’s financial statements to generally accepted accounting principles. The Audit Committee’s
oversight does not provide it with an independent basis to determine that management has maintained
appropriate accounting and financial reporting principles or policies, or appropriate internal controls and
procedures designed to assure compliance with accounting standards and applicable laws and regulations.
Furthermore, the Audit Committee’s considerations and discussions with management and the
independent registered public accounting firm do not assure that the Company’s financial statements are
presented in accordance with U.S. generally accepted accounting principles, that the audit of the
Company’s consolidated financial statements has been carried out in accordance with the standards of the
Public Company Accounting Oversight Board or that the Company’s independent registered public
accounting firm is in fact “independent.”

In reliance on the reviews and discussions referred to above, the Audit Committee recommended
to the Board of Directors, and the Board of Directors has approved, that the audited consolidated financial
statements be included in the Company’s Annual Report on Form 10-K for the year ended March 31,
2009 for filing with the Securities and Exchange Commission. The Audit Committee and the Board of
Directors also have approved, subject to stockholder ratification, the selection of the Company’s
independent registered public accounting firm for the fiscal year ending March 31, 2010.

Audit Committee of the Board of Directors of Sugar Creek Financial
- Daniel S. Reilly - Chairperson

Timothy W. Deien
Gary R. Schwend



STOCK OWNERSHIP

The following table provides information as of June 22, 2009 about the persons known to the
Company to be the beneficial owners of more than 5% of the Company’s outstanding common stock. A
person may be considered to beneficially own any shares of common stock over which he or she has,
directly or indirectly, sole or shared voting or investment power.

Number of Shares Percent of Common
Name and Address Owned Stock Outstanding (1)
Sugar Creek MHC (2)
28 West Broadway
Trenton, I11inois 62293 ........cccovvvvveviiiceeeecee e, 498,784 55.4%

)) Based on 900,107 shares of Company common stock outstanding and entitled to vote as of June 22, 2009.
)] The members of the Board of Directors of Sugar Creek Financial and Tempo Bank also constitute the
Board of Directors of Sugar Creek MHC.

The following table provides information as of June 22, 2009 about the shares of Sugar Creek
Financial common stock that may be considered to be beneficially owned by each director or nominee for
director of the Company, by those executive officers of the Company listed in the Summary ,
Compensation Table and all directors and executive officers of the Company as a group. A person may
be considered to beneficially own any shares of common stock over which he or she has directly or
indirectly, sole or shared voting or investment power. Unless otherwise indicated, none of the shares
listed are pledged as security and each of the listed individuals has sole voting and sole investment power
with respect to the shares shown.

Number of Shares Percent of Common Stock
Name Owned (1) Outstanding (2)
Timothy W. Deien .......ccccceovvvvevveicieneeeeenen, 988 *
Francis J. Eversman .............. everesrersssessssrareane 16,607 1.85%
Timothy P. Fleming ........ccccvevevieeeecicvrnnnnnne. 10,888 1.21%
Daniel S. Reilly....cocvevveriereieeereceeieienan 1,888 *
Gary R. Schwend ........cccoovevevineiiieicecenn 2,388 *
Robert J. Stroh, Jr. ...c.ooovvieiiiiieieeeeee, 16,644 1.85%
All directors and executive officers as a group
(7 PEISONS)...vivieieeveieeeeeeere e 56,380 ' 6.26%

*Represents less than 1% of the Company’s outstanding shares.
(footnotes on the following page)



(1) This column includes the following:

Shares Held in Trust and Shares Held in Shares Held in
Awarded under the Trust and Allocated Trust and Credited
Equity Incentive Plan Under the ESOP Under the 401(k) Plan

Mr. Deien......cccceeveveeennenn. 888 — —
Mr. Eversman .........ccecoee.. 3,555 706 12,346
Mr. Fleming............coevnn 888 — —
Mr. Reilly ..coovvriiniiinne. 888 — —
Mr. Schwend............cccoeee. 888 — —
Mr. Stroh, Jt...cooviveiienins 3,555 873 12,216
All executive officers

not individually listed. ....... 2,846 428 3,703

(2) Based on 900,107 shares of Company common stock outstanding and entitled to vote as of June 22, 2009.
ITEMS TO BE VOTED ON BY STOCKHOLDERS
Item 1— Election of Directors

The Company’s Board of Directors consists of six members who are elected for terms of three
years, one-third of whom are elected annually. The Board of Directors’ nominees for election this year to
serve for a three-year term or until their respective successors have been elected and qualified are
Timothy W. Deien and Gary R. Schwend. Both of the Board’s nominees are current directors of the
Company and the Bank.

Unless you indicate on the proxy card that your shares should not be voted for a nominee, the
Board of Directors intends that the proxies solicited by it will be voted for the election of the Board’s
nominees. If any nominee is unable to serve, the persons named in the proxy card would vote your shares
to approve the election of any substitute proposed by the Board of Directors. At this time, we know of no
reason why any nominee might be unable to serve. The Board of Directors recommends a vote “FOR”
the election of Timothy W. Deien and Gary R. Schwend.

Information regarding the Board of Directors’ nominees and the directors continuing in office is
provided below. Unless otherwise stated, each individual has held his or her current occupation for the
last five years. The age indicated for each individual is as of March 31, 2009. The indicated period of
service as a director includes the period of service as a director of Tempo Bank.

Board Nominees for Terms ending in 2012

Gary R. Schwend is the owner and president of Trenton Processing Center, a meat processor.
Age 54. Director since 2000.

Timothy W. Deien is the dealer principal of Deien Chevrolet, an automobile dealership. Age 43.
Director since December 2003.
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Directors Continuing in Office
The following directors have terms ending in 2010:

Robert J. Stroh, Jr. has been the Chairman of the Board of Directors, Chief Executive Officer and
Chief Financial Officer of Tempo Bank since 1992. Previously, Mr. Stroh served as President and
Treasurer since 1980. Mr. Stroh, Jr. has served as the Chairman of the Board of Directors, Chief
Executive Officer and Chief Financial Officer of Sugar Creek MHC and Sugar Creek Financial since their
formation in April 2007. Age 61. Director since 1976.

Francis J. Eversman has been the President and Chief Operating Officer of Tempo Bank since
1993. Previously, Mr. Eversman served as Vice President and Corporate Secretary since 1980. Mr.
Eversman has served as President and Chief Operating Officer of Sugar Creek MHC and Sugar Creek
Financial since their formation in April 2007. Age 58. Director since 1980.

The following directors have terms ending in 2011:

Timothy P. Fleming is an attorney and shareholder in the law firm Fleming & Fleming, LTD and
also serves as the firm’s president. Fleming & Fleming has prov1ded general legal advice to Tempo Bank
since 1996. Age 62. Dlrector since 1996.

Daniel S. Reilly retired as a partner in the accounting firm of KPMG LLP in 1998. Age 67.
Director since October 2006.

Item 2— Ratification of the Independent Registered Public Accounting Firm

The Audit Committee of the Board of Directors has appointed Michael Trokey & Company, P.C.
to be the Company’s independent registered public accounting firm for the 2010 fiscal year, subject to
ratification by stockholders. A representative of Michael Trokey & Company, P.C. is expected to be
present at the annual meeting to respond to appropriate questions from stockholders and will have the
opportunity to make a statement should he or she desire to do so.

If the ratification of the appointment of Michael Trokey & Company, P.C. is not approved by the
stockholders at the annual meeting, the Audit Committee of the Board of Directors will consider other

independent registered public accounting firms.

The Board of Directors recommends a vote “FOR?” the ratification of the appointment of
Michael Trokey & Company, P.C. as independent registered public accounting firm.
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Audit and Other Fees. The following table sets forth the fees billed to the Company for the
fiscal years ending March 31, 2009 and March 31, 2008 for services provided by Michael Trokey &
Company, P.C.

2009 2008
Audit Fees(1) ..oovvnininiinriiniiencecieenne $ 47,000 $ 22,690
Audit-Related Fees(2).........coocenvecrveninncnee — 50,558
Tax FEes(3) .ooovierirriniirieneeecncesenneneen 7,000 3,000
All Other Fees(4) .....oovviviiiiiiiiiieiiiieeen, 4,000 —

(1) For 2009 and 2008, includes fees for the financial statement audit and quarterly reviews.

(2) For 2008, includes fees related to the initial public offering of Sugar Creek Financial.

(3) For 2009 and 2008, includes fees related to tax compliance, tax advice and tax planning.

(4) For 2009, includes fees for Federal Home Loan Bank Chicago mortgage loan collateral verifications.

Pre-Approval of Services by the Independent Registered Public Accounting Firm. The Audit
Committee is responsible for appointing, setting compensation and overseeing the work of the
independent registered public accounting firm. In accordance with its charter, the Audit Committee
approves, in advance, all audit and permissible non-audit services to be performed by the independent
registered public accounting firm to ensure that the independent registered public accounting firm does
not provide any non-audit services to the Company that are prohibited by law or regulation.

In addition, the Audit Committee has established a policy regarding pre-approval of all audit and
permissible non-audit services provided by the independent registered public accounting firm. Requests
for services by the independent registered public accounting firm for compliance with the auditor services
policy must be specific as to the particular services to be provided. The request may be made with respect
to either specific services or a type of service for predictable or recurring services.

During the year ended March 31, 2009, all services provided by the independent registered public

accounting firm were approved, in advance, by the Audit Committee in compliance with these
procedures.
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EXECUTIVE COMPENSATION
Summary Compensation Table
The following information is furnished for the principal executive officer and the other most

highly compensated executive officers of the Company whose total compensation for the 2009 fiscal year
exceeded $100,000.

All Other
Name and Principal Position Year Salary(l) Bonus  Stock Awards(2) Compensation Total

Robert J. Stroh, Jr. ..., 2009 $ 124,522 $ 4,694 $3,744 $9,769 $ 142,729
Chief Executive Officer and 2008 120,543 6,771 — 9,182 136,496
Chief Financial Officer

Francis J. Eversman................. 2009 99,793 3,878 3,744 7,891 115,306
President and Chief Operating 2008 97,976 5,724 — 7,407 111,107
Officer

(1) For 2009, includes loan approval and appraisal review fees of $260 for each of Mr. Stroh and Mr. Eversman.

(2) These amounts represent the compensation expense recognized for financial statement reporting purposes in accordance
with FAS 123(R) on outstanding restricted stock awards for each of the named executive officers. The amounts were
calculated based upon the Company’s stock price of $7.90 on the date of grant. When shares become vested and are
distributed from the trust in which they are held, the recipient will also receive an amount equal to accumulated cash and
stock dividends (if any) paid with respect thereto, plus earnings thereon.

Employment Agreements. Tempo Bank and Sugar Creek Financial each entered into
employment agreements with Robert J. Stroh, Jr. and Francis J. Eversman (referred to below as the
“executive” or “executives”) effective April 13, 2007. The agreements were amended and restated in
their entirety on November 18, 2008, for purposes of complying with Section 409A of the Internal
Revenue Code. Under the agreements, which have essentially identical provisions, Sugar Creek Financial
makes any payments not made by Tempo Bank under its agreements with the executives, but the
executives do not receive any duplicative payments.

The employment agreements each provide for three-year terms, and each year the Board of
Directors may renew the term for an additional year beyond the then-current expiration date. The
agreements currently expire on April 13, 2011. The agreements establish a base salary for each
executive, which the Boards of Directors review at least annually. The current base salaries for Mr. Stroh
and Mr. Eversman are $122,002 and $100,771, respectively. In addition to base salaries, the agreements
also provide for the executives’ participation in employee benefit plans and programs maintained for the
benefit of senior management personnel, including discretionary bonuses, participation in stock-based
benefit plans, and certain fringe benefits.

Under the terms of the agreements, Tempo Bank and Sugar Creek Financial will pay the
executives for reasonable costs and attorneys’ fees associated with the successful legal enforcement of the
parties’ obligations under the employment agreements. The employment agreements also provide for the
indemnification of each executive to the fullest extent legally permissible and a one-year non-compete
provision in the event the executive voluntarily terminates his employment or if Tempo Bank or Sugar
Creek Financial terminates the executive’s employment without cause other than in connection with a
change in control.
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Outstanding Equity Awards at March 31, 2009

The following table provides information concerning restricted stock awards that have not vested
for each named executive officer outstanding as of March 31, 2009. There are no unexercised stock
options at year end.

Restricted Stock Awards

Market Value of
Number of Shares or Shares or Units of
Units of Stock That Stock That Have
Have Not Vested Not Vested
Name # (%) (1)
Robert J. Stroh, Jr. ....ccooeieviiennn 3,555(2) $ 25,952
Francis J. Eversman...........c.c.cco... 3,555(2) 25,952

(1) Based upon the Company’s closing stock price of $7.30 at March 31, 2009.

(2) The restricted stock awards vest in five equal annual installments commencing one year from the date of grant, which was
July 21, 2008.

Potential Post-Termination Benefits

Payments Made Upon Termination for Cause. Upon termination of employment for cause, as
defined in the employment agreements, the executive will receive no further compensation or benefits
under the employment agreements. In addition, the executive would forfeit all unvested restricted stock
awards granted under the Sugar Creek Financial 2007 Equity Incentive Plan as of the executive’s
termination of employment for cause.

Payments Made Upon Voluntary Termination and Termination without Cause or for Good
Reason. If Sugar Creek Financial or Tempo Bank terminates an executive for reasons other than cause
(as described in the employment agreements), or if an executive resigns after the occurrence of
circumstances specified in his employment agreements that constitute constructive termination, the
executive, or, upon his death, his beneficiary, will receive a lump sum cash payment equal to his base
salary for the remaining unexpired term of the agreement. The executive will also continue to participate
in any benefit plans of Tempo Bank or Sugar Creek Financial that provide medical, dental and life
insurance coverage for the remaining term of the agreements, under terms and conditions no less
favorable than those provided to executives prior to his termination. If Sugar Creek Financial or Tempo
Bank cannot provide the medical, dental or life insurance coverage under their plans, they will provide
comparable coverage on an individual basis or provide a cash equivalent.

In addition, all unvested restricted stock awards granted under the Sugar Creek Financial 2007
Equity Incentive Plan would vest as of the executive’s termination date.

If the executive voluntarily terminates his employment under circumstances that would not
constitute good reason, he will be entitled to receive his base salary through the date of termination and
retain the rights to any vested benefits subject to the terms of the plan or agreement under which those
benefits are provided.

Payments Made Upon a Change in Control. Under the employment agreements, if we, or our
successor, terminate the executive’s employment, or if the executive terminates his employment
voluntarily under certain circumstances specified in the agreements, within one year of a change in
control, he will receive a severance payment equal to three times his average annual taxable compensation
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for the five preceding years. The executive will also continue to participate in any benefit plans of Tempo
Bank or Sugar Creek Financial that provide medical, dental and life insurance coverage for up to 36
months, under terms and conditions no less favorable than those provided to executives during the same
term period.

The agreements also provide for the reduction of change in control payments to the executives to
the extent necessary to ensure that they will not receive “excess parachute payments” under Section 280G
of the Internal Revenue Code, and therefore will not be subject to the 20% excise tax imposed on such
payments under Section 4999 of the Internal Revenue Code.

In addition, in the event of a change in control of Tempo Bank or Sugar Creek Financial, all
unvested restricted stock awards granted under the Sugar Creek Financial 2007 Equity Incentive Plan will
automatically vest as of the date of the change in control.

Under the terms of the Tempo Bank Employee Stock Ownership Plan, upon a change in control
(as defined in the plan), the plan trustee will repay in full any outstanding acquisition loan. After
repayment of the acquisition loan, all remaining shares of Sugar Creek Financial stock held in the loan
suspense account, all other stock or securities, and any cash proceeds from the sale or other disposition of
any shares of Sugar Creek Financial stock held in the loan suspense account will be allocated among the
accounts of all participants in the plan who were employed by us on the date immediately preceding the
effective date of the change in control. The allocations of shares or cash proceeds shall be credited to
each eligible participant in proportion to the opening balances in their accounts as of the first day of the
valuation period in which the change in control occurred. Payments under the employee stock own.rship

plan are not categorized as parachute payments and, therefore, do not count towards each executive’s
280G Limit.

Payments Made Upon Disability. Under the employment agreements, upon the executive’s
termination of employment due to disability, as defined in the agreements, the executive will receive an
amount equal to 100% of his base salary (reduced by payments under other disability programs we
sponsor) until the earlier of the date he returns to full-time employment, his death, his attainment of age
65, or the expiration of the agreement. We will also continue to pay the costs of the executives’ and their
dependants’ life, health and dental coverage for the remaining term of the agreement.

The Sugar Creek Financial 2007 Equity Incentive Plan provides that upon termination due to
disability, the executives will automatically vest in all outstanding restricted stock awards.

Payments Made Upon Death. Under the employment agreements, upon the executive’s death,
the executive’s beneficiary will receive the compensation due to the executive through the last day of the
calendar month in which his death occurred.

The Sugar Creek Financial 2007 Equity Incentive Plan provides that upon termination due to

death, all outstanding restricted stock awards will automatically vest as of the date of the executive’s
death.
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OTHER INFORMATION RELATING TO
EXECUTIVE OFFICERS AND DIRECTORS

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934 requires the Company’s executive officers
and directors, and persons who own more than 10% of any registered class of the Company’s equity
securities, to file reports of ownership and changes in ownership with the Securities and Exchange
Commission. These individuals or entities are required by regulation to furnish the Company with copies
of all Section 16(a) reports they file.

Based solely on its review of the copies of the reports it has received and written representations
provided to the Company from the individuals required to file the reports, the Company believes that each
of its executive officers and directors has complied with applicable reporting requirements for
transactions in Sugar Creek Financial common stock during the fiscal year ended March 31, 2009.

Transactions with Related Persons

A number of the Company’s directors and their associates are customers of the Bank. All
extensions of credit made to them are made in the ordinary course of business on substantially the same
terms, including interest rates and collateral, as those prevailing at the time for comparable transactions
with others, and do not involve more than normal risk of collectibility or present other unfavorable
features. None of such credits are past due or are classified as non-accrual, restructured or potential
problem loans.

SUBMISSION OF BUSINESS PROPOSALS
AND STOCKHOLDER NOMINATIONS

The Company must receive proposals that stockholders seek to include in the proxy statement for
the Company’s next annual meeting no later than March 16, 2010. If next year’s annual meeting is held
on a date more than 30 calendar days from August 17, 2010, a stockholder proposal must be received by a
reasonable time before the Company begins to print and mail its proxy solicitation materials for such
annual meeting. Any stockholder proposals will be subject to the requirements of the proxy rules adopted
by the Securities and Exchange Commission.

The Company’s Bylaws provide that in order for a stockholder to make nominations for the
election of directors or proposals for business to be brought before the annual meeting, a stockholder must
deliver written notice of such nominations and/or proposals to the Corporate Secretary not less than 30
days before the date of the annual meeting; provided that if less than 40 days’ notice or prior public
disclosure of the date of the annual meeting is given or made to stockholders, such notice of stockholder
nominations or proposals must be received not later than the close of business of the tenth day following
the day on which notice of the date of the annual meeting was mailed to stockholders or prior public
disclosure of the annual meeting date was made.

STOCKHOLDER COMMUNICATIONS
The Company encourages stockholder communications to the Board of Directors and/or

individual directors. Stockholders who wish to communicate with the Board of Directors or an individual
director should send their communications to the care of Phyllis J. Brown, Corporate Secretary, Sugar
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Creek Financial Corp., 28 West Broadway, Trenton, Illinois 62293. Communications regarding financial
or accounting policies should be sent to the attention of the Chairperson of the Audit Committee.

MISCELLANEOUS

The Company will pay the cost of this proxy solicitation. The Company will reimburse
brokerage firms and other custodians, nominees and fiduciaries for reasonable expenses incurred by them
in sending proxy materials to the beneficial owners of the Company. In addition to soliciting proxies by
mail, directors, officers and regular employees of the Company may solicit proxies personally or by
telephone. None of these persons will receive additional compensation for these activities.

A copy of the Company’s Annual Report on Form 10-K, without exhibits, for the year
ended March 31, 2009, as filed with the Securities and Exchange Commission, will be furnished
without charge to persons who were stockholders as of the close of business on June 22, 2009 upon
written request to Phyllis J. Brown, Sugar Creek Financial Corp., 28 West Broadway, Trenton,
Illinois 62293.

If you and others who share your address own your shares in “street name,” your broker or other
holder of record may be sending only one annual report and proxy statement to your address. This
practice, known as “householding,” is designed to reduce our printing and postage costs. However, if a
stockholder residing at such an address wishes to receive a separate annual report or proxy statement in
the future, he or she should contact the broker or other holder of record. If you own your shares in “street
name” and are receiving multiple copies of our annual report and proxy statement, you can request
householding by contacting your broker or other holder of record.

Whether or not you plan to attend the annual meeting, please vote by marking, signing, dating
and promptly returning the enclosed proxy card in the enclosed envelope.

BY ORDER OF THE BOARD OF DIRECTORS

(Gl o

Phyllis J. Brown
Vice President and Corporate Secretary

Trenton, Ilinois
July 14, 2009
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This report contains certain ‘forward-looking statements” within the meaning of the federal securities
laws that are based on assumptions and may describe future plans, strategies and expectations of Sugar Creek
Financial Corp. (“Sugar Creek Financial” or the “Company”), Sugar Creek MHC and Tempo Bank (the “Bank”).
These forward-looking statements are generally identified by terms such as “expects,” “believes,” “anticipates,”
“intends,” *

FIANT)

estimates,” “projects” and similar expressions.

Management’s ability to predict results or the actual effect of future plans or strategies is inherently
uncertain. Factors which could have a material adverse effect on the operations of Sugar Creek Financial and its
subsidiaries include, but are not limited to, the following: interest rate trends, the general economic climate in the
market area in which we operate, as well as nationwide; our ability to control costs and expenses, competitive
products and pricing; loan delinguency rates and changes in federal and state legislation and regulation. These
risks and uncertainties should be considered in evaluating the forward-looking statements and undue reliance
should not be placed on such statements. We assume no obligation to update any forward-looking statements.

PART |
ITEM 1. BUSINESS
General

Sugar Creek Financial was organized as a federal corporation at the direction of Tempo Bank in connection
with the reorganization of the Bank from the mutual form of organization to the mutual holding company form of
organization. The reorganization was completed on April 3, 2007. As a result of the reorganization, Tempo Bank is
a wholly-owned subsidiary of Sugar Creek Financial, which is a majority-owned subsidiary of Sugar Creck MHC.
Sugar Creek Financial’s business activities primarily consist of the ownership of the outstanding capital stock of
Tempo Bank. Sugar Creek Financial neither owns nor leases any property but instead uses the premises, equipment
and other property of Tempo Bank with the payment of appropriate rental fees, under the terms of an expense
allocation agreement. Sugar Creek Financial has no significant assets, other than all of the outstanding shares of
Tempo Bank, and has no significant liabilities. Accordingly, the information set forth in this report, including the
consolidated financial statements and related financial data, relates primarily to Tempo Bank.

Tempo Bank was originally chartered in 1889 as an Illinois state-chartered mutual building and loan
association named “Trenton Building and Loan Association.” Tempo Bank converted to a federally chartered
savings bank in 1989 and changed its name to “Tempo Bank, A Federal Savings Bank.” Tempo Bank adopted its
present name in October 2006.

Sugar Creek MHC is our federally chartered mutual holding company parent. As a mutual holding
company, Sugar Creek MHC is a non-stock company that has as its members the depositors and certain borrowers of
Tempo Bank. Sugar Creek MHC does not engage in any business activity other than owning a majority of the
common stock of Sugar Creek Financial.

Our website address is www.tempobank.com. Information on our website should not be considered a part
of this Form 10-K.

Market Area

We are headquartered in Trenton, Illinois. In addition to our main office, we operate a full-service branch
office in Breese, Illinois. Trenton and Breese are located in Clinton County, Illinois, approximately 35 miles east of
St. Louis, Missouri. Historically, substantially all of our loans were made to borrowers who resided within
approximately 18 miles of our main office, which includes the communities in Clinton County, eastern St. Clair
County and southeastern Madison County.

The communities served by Tempo Bank are economically diverse. The communities in Clinton County
and southeastern Madison County are generally rural and have an agriculturally-based economy. St. Clair County,
Illinois is immediately due east of St. Louis, Missouri and is home to Scott Air Force Base. The communities that
we serve in eastern St. Clair County were once dominated by agriculture. In the past several years, however, as the
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St. Louis metropolitan area has expanded in Illinois, the communities in eastern St. Clair County have experienced
economic expansion and now consist of a diverse blend of industries, urban centers and significant corporate
investment.

Competition

We face significant competition for the attraction of deposits and origination of loans. Our most direct
competition for deposits has historically come from the many financial institutions operating in our market area and,
to a lesser extent, from other financial service companies such as brokerage firms, credit unions and insurance
companies. Several large holding companies operate banks in our market area, including Bank of America, U.S.
Bancorp and Regions Financial Corporation. These institutions are significantly larger than us and, therefore, have
significantly greater resources. We also face competition for investors’ funds from money market funds, mutual
funds and other corporate and government securities. At June 30, 2008, which is the most recent date for which data
is available from the Federal Deposit Insurance Corporation, we held 7.27% of the deposits in Clinton County,
Ilinois, which was the seventh largest market share out of 11 institutions with offices in Clinton County.

Our competition for loans comes primarily from financial institutions in our market area and, to a lesser
extent, from other financial service providers, such as mortgage companies and mortgage brokers. Competition for
loans also comes from the increasing number of non-depository financial service companies entering the mortgage
market, such as insurance companies, securities companies and specialty finance companies.

We expect competition to remain intense in the future as a result of legislative, regulatory and technological
changes and the continuing trend of consolidation in the financial services industry. Technological advances, for
example, have lowered barriers to entry, allowed banks to expand their geographic reach by providing services over
the Internet and made it possible for non-depository institutions to offer products and services that traditionally have
been provided by banks. Changes in federal law permit affiliation among banks, securities firms and insurance
companies, which promotes a competitive environment in the financial services industry. Competition for deposits
and the origination of loans could limit our growth in the future.

Lending Activities

One- to Four-Family Residential Loans. We offer three types of residential mortgage loans: fixed-
rate loans, balloon loans and adjustable-rate loans. We offer fixed-rate mortgage loans with terms of 10, 15 or 30
years and balloon mortgage loans with terms of three, five, 10 or 15 years. We offer adjustable-rate mortgage loans
with interest rates and payments that adjust annually or every three years. Interest rates and payments on our
adjustable-rate loans generally are adjusted to a rate equal to a percentage above the one year U.S. Treasury index.
The maximum amount by which the interest rate may be increased or decreased is generally 2.0% per adjustment
period and the lifetime interest rate cap is generally 6.0% over the initial interest rate of the loan. Our current
practice is to retain all mortgage loans that we originate in our loan portfolio.

Borrower demand for adjustable-rate or balloon loans compared to fixed-rate loans is a function of the level
of interest rates, the expectations of changes in the level of interest rates, and the difference between the interest
rates and loan fees offered for fixed-rate mortgage loans as compared to the interest rates and loan fees for
adjustable-rate or balloon loans. The relative amount of fixed-rate, balloon and adjustable-rate mortgage loans that
can be originated at any time is largely determined by the demand for each in a competitive environment. The loan
fees, interest rates and other provisions of mortgage loans are determined by us on the basis of our own pricing
criteria and competitive market conditions.

While one- to four-family residential real estate loans are normally originated with up to 30-year terms,
such loans typically remain outstanding for substantially shorter periods because borrowers often prepay their loans
in full either upon sale of the property pledged as security or upon refinancing the original loan. Therefore, average
loan maturity is a function of, among other factors, the level of purchase and sale activity in the real estate market,
prevailing interest rates and the interest rates payable on outstanding loans. We do not offer loans with negative
amortization and generally do not offer interest only loans.

We generally do not make high loan-to-value loans (defined as loans with a loan-to-value ratio of 90% or
more) without private mortgage insurance. We require all properties securing mortgage loans to be appraised by a
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board-approved independent appraiser. We generally require title insurance on all first mortgage loans. Borrowers
must obtain hazard insurance, and flood insurance is required for loans on properties located in a flood zone.

Commercial and Multi-Family Real Estate Loans. We occasionally offer fixed-rate, balloon and
adjustable-rate mortgage loans secured by commercial and multi-family real estate. Our commercial and multi-
family real estate loans are generally secured by apartment, retail, restaurant and office/warehouse buildings.

While the terms of our commercial and multi-family real estate loans are set on a case by case basis,
generally these loans are balloon loans with terms of three, five, 10 or 15 years. Loans are secured by first
mortgages, and amounts generally do not exceed 85% of the property’s appraised value.

As of March 31, 2009, our largest commercial real estate loan was $755,000 and was secured by an office
building. Our largest multi-family real estate loan was $401,000 and was secured by a 16 unit apartment building.
Both of these loans were performing in accordance with their original terms at March 31, 2009.

Land Loans. We also originate fixed-rate loans secured by unimproved land. Our land loans generally
have terms of 15 years or less and loan amounts generally do not exceed 85% of the lesser of the appraised value or
the purchase price. As of March 31, 2009, our largest land loan was $213,000 and was secured by undeveloped land.
This loan was performing in accordance with its original terms at March 31, 2009.

Consumer Loans. Our consumer loans consist primarily of new and used automobile loans and home
equity loans. We occasionally make loans secured by deposit accounts.

Our automobile loans have fixed interest rates and generally have terms up to five years for new
automobiles and four years for used automobiles. We will generally offer automobile loans with a maximum loan-
to-value ratio of 90% of the purchase price of the vehicle.

We generally offer home equity loans with a maximum combined loan-to-value ratio of 89% or less.
Home equity loans have fixed interest rates and terms that typically range from one to 15 years.

The procedures for underwriting consumer loans include an assessment of the applicant’s payment history
on other debts and ability to meet existing obligations and payments on the proposed loan. Although the applicant’s
creditworthiness is a primary consideration, the underwriting process also includes a comparison of the value of the
collateral, if any, to the proposed loan amount.

Loan Underwriting Risks

Adjustable-Rate Loans. While we anticipate that adjustable-rate loans will better offset the adverse
effects of an increase in interest rates as compared to fixed-rate mortgages, an increased monthly mortgage payment
required of adjustable-rate loan borrowers in a rising interest rate environment could cause an increase in
delinquencies and defaults. The marketability of the underlying property also may be adversely affected in a high
interest rate environment. In addition, although adjustable-rate mortgage loans make our asset base more responsive
to changes in interest rates, the extent of this interest sensitivity is limited by the annual and lifetime interest rate
adjustment limits.

Commercial and Multi-Family Real Estate Loans and Land Loans. Loans secured by multi-family
and commercial real estate generally have larger balances and involve a greater degree of risk than one- to four-
family residential mortgage loans. Of primary concern in commercial and multi-family real estate lending is the
borrower’s creditworthiness and the feasibility and cash flow potential of the project. Payments on loans secured by
income properties often depend on successful operation and management of the properties. Loans secured by
undeveloped land generally involve greater risks than residential mortgage lending because land loans are more
difficult to evaluate. If the estimate of value proves to be inaccurate, in the event of default and foreclosure, we may
be confronted with a property the value of which is insufficient to assure full repayment. As a result, repayment of
commercial and multi-family real estate and land loans may be subject to a greater extent than residential real estate
loans, to adverse conditions in the real estate market or the economy. In reaching a decision on whether to make a
commercial or multi-family real estate loan or a land loan, we consider and review a global cash flow analysis of the
borrower and consider the net operating income of the property, the borrower’s expertise, credit history and



profitability and the value of the underlying property. We have generally required that the properties securing these
real estate loans have debt service coverage ratios (the ratio of earnings before debt service to debt service) of at
least 1.25. An environmental survey or environmental risk insurance is obtained when the possibility exists that
hazardous materials may have existed on the site, or the site may have been impacted by adjoining properties that
handled hazardous materials.

Consumer Loans. Consumer loans may entail greater risk than do residential mortgage loans,
particularly in the case of consumer loans that are unsecured or secured by assets that depreciate rapidly, such as
motor vehicles. In the latter case, repossessed collateral for a defaulted consumer loan may not provide an adequate
source of repayment for the outstanding loan and a small remaining deficiency often does not warrant further
substantial collection efforts against the borrower. Consumer loan collections depend on the borrower’s continuing
financial stability, and therefore are likely to be adversely affected by various factors, including job loss, divorce,
illness or personal bankruptcy. Furthermore, the application of various federal and state laws, including federal and
state bankruptcy and insolvency laws, may limit the amount that can be recovered on such loans.

Loan Originations, Purchases and Sales. Loan originations come from a number of sources. The
primary source of loan originations are real estate agents and home builders, existing customers, walk-in traffic,
advertising and referrals from customers. We generally originate loans for our portfolio and generally do not
purchase or sell loans or participation interests in loans.

Loan Approval Procedures and Authority. Our lending activities follow written, non-discriminatory,
underwriting standards and loan origination procedures established by our board of directors and management. The
board of directors has granted loan approval authority to certain officers or groups of officers up to prescribed limits,
based on the officer’s experience and tenure. All loans over $50,000 must be approved by the loan committee of the
board of directors.

Loans to One Borrower. The maximum amount that we may lend to one borrower and the borrower’s
related entities is limited, by regulation, to generally 15% of our stated capital and reserves. At March 31, 2009, our
regulatory limit on loans to one borrower was $1.3 million. At that date, our largest lending relationship under the
regulatory limit was $877,000, secured by several single-family rental properties.

Loan Commitments. We issue commitments for fixed- and adjustable-rate mortgage loans conditioned
upon the occurrence of certain events. Commitments to originate mortgage loans are legally binding agreements to
lend to our customers. Generally, our loan commitments expire after 60 days.

Investment Activities

We have legal authority to invest in various types of liquid assets, including U.S. Treasury obligations,
securities of various federal agencies and of state and municipal governments, mortgage-backed securities and
certificates of deposit of federally insured institutions. Within certain regulatory limits, we also may invest a portion
of our assets in corporate securities and mutual funds. We also are required to maintain an investment in Federal
Home Loan Bank of Chicago stock.

At March 31, 2009, our investment portfolio totaled $1.6 million, or 1.81 % of total assets, and consisted
solely of our investment in Federal Home Loan Bank of Chicago stock.

Our investment objectives are to provide and maintain liquidity, to establish an acceptable level of interest
rate and credit risk, to provide an alternate source of low-risk investments when demand for loans is weak and to
generate a favorable return. Our board of directors has the overall responsibility for the investment portfolio,
including approval of our investment policy. The board of directors is also responsible for implementation of the
investment policy and monitoring our investment performance. Our board of directors reviews the status of our
investment portfolio on a monthly basis, or more frequently if warranted.



Deposit Activities and Other Sources of Funds

General. Deposits, borrowings and loan repayments are the major sources of our funds for lending and
other investment purposes. Scheduled loan repayments are a relatively stable source of funds, while deposit inflows
and outflows and loan prepayments are significantly influenced by general interest rates and money market
conditions. .

Deposit Accounts. Substantially all of our depositors are residents of Illinois. Deposits are attracted
from within our market area through the offering of a broad selection of deposit instruments, including non-interest-
bearing NOW accounts, interest-bearing demand accounts (such as NOW and money market accounts), savings
accounts and certificates of deposit. In addition to accounts for individuals, we also offer commercial checking
accounts designed for the businesses operating in our market area. We do not have any brokered deposits.

Deposit account terms vary according to the minimum balance required, the time periods the funds must
remain on deposit and the interest rate, among other factors. In determining the terms of our deposit accounts, we
consider the rates offered by our competition, our liquidity needs, profitability to us, and customer preferences and
concerns. We generally review our deposit mix and pricing weekly. Our deposit pricing strategy has generally been
to offer competitive rates and to be in the middle of the market for rates on all types of deposit products.

Borrowings. We utilize advances from the Federal Home Loan Bank of Chicago to supplement our
investable funds: The Federal Home Loan Bank functions as a central reserve bank providing credit for member
financial institutions. As a member, we are required to own capital stock in the Federal Home Loan Bank and are
authorized to apply for advances on the security of such stock and certain of our mortgage loans and other assets
(principally securities which are obligations of, or guaranteed by, the United States), provided certain standards
related to creditworthiness have been met. Advances are made under several different programs, each having its
own interest rate and range of maturities. Depending on the program, limitations on the amount of advances are
based either on a fixed percentage of an institution’s net worth or on the Federal Home Loan Bank’s assessment of
the institution’s creditworthiness.

Personnel

As of March 31, 2009, we had 15 full-time employees and five part-time employees, none of whom is
represented by a collective bargaining unit. We believe our relationship with our employees is good.

Subsidiaries

Sugar Creek Financial’s only direct subsidiary is Tempo Bank. Tempo Bank does not have any
subsidiaries.



Regulation and Supervision
General

As a federal mutual holding company, Sugar Creek MHC is required by federal law to report to, and
otherwise comply with the rules and regulations of, the OTS. Sugar Creek Financial, as a federally chartered
corporation, is also subject to reporting to and regulation by the OTS. Tempo Bank is subject to extensive
regulation, examination and supervision by the OTS, as its primary federal regulator, and the FDIC, as the deposit
insurer. Tempo Bank is a member of the FHLB System and, with respect to deposit insurance, of the Deposit
Insurance Fund managed by the FDIC. Tempo Bank must file reports with the OTS and the FDIC concerning its
activities and financial condition in addition to obtaining regulatory approvals prior to entering into certain
transactions such as mergers with, or acquisitions of, other savings institutions. The OTS and/or the FDIC conduct
periodic examinations to test the Bank’s safety and soundness and compliance with various regulatory requirements.
This regulation and supervision establishes a comprehensive framework of activities in which an institution can
engage and is intended primarily for the protection of the insurance fund and depositors. The regulatory structure
also gives the regulatory authorities extensive discretion in connection with their supervisory and enforcement
activities and examination policies, including policies with respect to the classification of assets and the
establishment of adequate loan loss reserves for regulatory purposes. Any change in such regulatory requirements
and policies, whether by the OTS, the FDIC or Congress, could have a material adverse impact on Sugar Creek
MHC, Sugar Creek Financial, Tempo Bank and their operations. Certain regulatory requirements applicable to
Sugar Creek MHC, Sugar Creek Financial and Tempo Bank are referred to below or elsewhere herein. The
description of statutory provisions and regulations applicable to savings institutions and their holding companies set
forth below and elsewhere in this document does not purport to be a complete description of such statutes and
regulations and their effects on Sugar Creek MHC, Sugar Creek Financial and Tempo Bank and is qualified in its
entirety by reference to the actual statutes and regulations. v

Holding Company Regulatlon

General. Sugar Creck MHC and Sugar Creek F 1nan01a1 are federal savings and loan holding companies
within the meaning of federal law. As such, Sugar Creek MHC and Sugar Creek Financial are registered with the
OTS and are subject to OTS regulations, examinations, supervision and reporting requirements. In addition, the -
OTS has enforcement authority over Sugar Creek MHC and Sugar Creek Financial and their non-savings institution
subsidiaries. Among other things, this authority permits the OTS to restrict or prohibit activities that are determined
to be a serious risk to Tempo Bank. :

Activities Restrictions Applicable to Mutual Holding Companies. Pursuant to federal law and
OTS regulations, a mutual holding company, such as Sugar Creek MHC, may engage in the following activities: (i)
investing in the stock of a savings association; (ii) acquiring 2 mutual association through the merger of such
association into a savings association subsidiary of such holding company or an interim savings association
subsidiary of such holding company; (iii) merging with or acquiring another holding company, one of whose
subsidiaries is a savings association; (iv) investing in a corporation, the capital stock of which is available for
purchase by a savings association under federal law or under the law of any state where the subsidiary savings
association or associations share their home offices; (v) furnishing or performing management services for a savings
association subsidiary of such company; (vi) holding, managing or liquidating assets owned or acquired from a
savings subsidiary of such company; (vii) holding or managing properties used or occupied by a savings association
subsidiary of such company properties; (viii) acting as trustee under deeds of trust; (ix) any other activity (A) that
the Federal Reserve Board, by regulation, has determined to be permissible for bank holding companies under
Section 4(c) of the Bank Holding Company Act, unless the OTS, by regulation, prohibits or limits any such activity
for savings and loan holding companies; or (B) in which multiple savings and loan holding companies were
authorized (by regulation) to directly engage on March 5, 1987; and (x) purchasing, holding, or disposing of stock
acquired in connection with a qualified stock issuance if the purchase of such stock by such savmgs and loan
holding company is approved by the OTS.

The Gramm-Leach Bliley Act of 1999 was designed to modernize the regulation of the financial services
industry by expanding the ability of bank holding companies to affiliate with other types of financial services
companies such as insurance companies and investment banking companies. The legislation also expanded the
activities permitted for mutual savings and loan holding companies to also include any activity permitted a
“financial holding company” under the legislation, including a broad array of insurance and securities activities.
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Federal law prohibits a savings and loan holding company, including a federal mutual holding company,
from, directly or indirectly or through one or more subsidiaries, acquiring more than 5% of the voting stock of
another savings institution, or holding company thereof, without prior written approval of the OTS from acquiring or
retaining, with certain exceptions, more than 5% of'a non-subsidiary holding company or savings association. A
savings and loan holding company is also prohibited from acquiring more than 5% of a company engaged in
activities other than those authorized by federal law; or acquiring or retaining control of a depository institution that
is not insured by the FDIC. In evaluating applications by holding companies to acquire savings institutions, the .
OTS must consider the financial and managerial resources and future prospects of the company and institution .
involved, the effect of the acquisition on the risk to the insurance funds, the convenience and needs of the
community and competitive factors.

The OTS is prohibited from approving any acquisition that would result in a multiple savings and loan
holding company controlling savings institutions in more than one state, except: (i) the approval of interstate
supervisory acquisitions by savings and loan holding companies; and (ii) the acquisition of a savings institution in
another state if the laws of the state of the target savmgs institution specifically permit such acquisitions. The states
vary in the extent tO_Wthh they permit interstate savings and loan holding company acquisitions.

If the savings institution subsidiary of a savings and loan holding company fails to meet the qualified thrift
lender test set forth in federal law, the holding company must register with the Federal Reserve Board as a bank
holding company within one year of the savings institution’s failure to so qualify.

Although savings and loan holding companies are not currently subject to regulatory capital requirements
or specific restrictions on the payment of dividends or other capital distributions, federal regulations do prescribe
such restrictions on subsidiary savings institutions as described below. Tempo Bank must notify the OTS 30 days
before declaring any dividend. In addition, the financial impact of a holding company on its subsidiary institution is
a matter that is evaluated by the OTS and the agency has authority to order cessation of activities or divestiture of
subsidiaries deemed to pose a threat to the safety and soundness of the institution.

Stock Holding Company Subsidiary Regulation. The OTS has adopted regulations governing the
two-tier mutual holding company form of organization and mid-tier stock holding companies that are controlled by
mutual holding companies. We have adopted this form of organization, where Sugar Creek Financial is the stock
holding company subsidiary of Sugar Creek MHC. Under these rules, Sugar Creek Financial holds all the shares of
Tempo Bank and issued the majority of its own shares to Sugar Creek MHC. In addition, Sugar Creek F inancial is
permitted to engage in activities that are permitted for Sugar Creek MHC subject to the same terms and conditions.
Finally, OTS regulations maintain that Sugar Creek Financial must be federally chartered for supervisory reasons.

Waivers of Dividends. OTS regulations require mutual holdmg companies to notify the OTS if they
propose to waive receipt of dividends from their stock holding company subsidiary. The OTS reviews dividend
waiver notices on a case-by-case basis, and, in general, does not object to a waiver if: (i) the waiver would not be
detrimental to the safe and sound operation of the savings association; and (ii) the mutual holding company’s board
of directors determines that their waiver is consistent with such directors’ fiduciary duties to the mutual holding
company’s members. We anticipate that Sugar Creek MHC will waive dividends that Sugar Creek Financial may
pay, if any.

Conversion of Sugar Creek MHC to Stock Form.. OTS regulations permit Sugar Creeck MHC to
convert from the mutual form of organization to the capital stock form of organization. There can be no assurance
when, if ever, a conversion transaction will occur, and the Board of Directors has no present intention or plan to
undertake a conversion transaction. In a conversion transaction, a new holding company would be formed as the
successor to Sugar Creek Financial, Sugar Creek MHC’s corporate existence would end and certain depositors of
Tempo Bank would receive the right to subscribe for additional shares of the new holding company. In a conversion
transaction, each share of common stock held by stockholders other than Sugar Creek MHC would be automatically
converted into a number of shares of common stock of the new holding company based on an exchange ratio
determined at the time of conversion that ensures that stockholders other than Sugar Creek MHC own the same
percentage of common stock in the new holding company as they owned in Sugar Creek Financial immediately
before conversion. The total number of shares held by stockholders other than Sugar Creek MHC after a conversion
transaction would be increased by any purchases by such stockholders in the stock offering conducted as part of the
conversion transaction.



Acquisition of the Company. Under the Federal Change in Control Act, a notice must be submitted to
the OTS if any person (including a company), or group acting in concert, seeks to acquire “control” of a savings and
loan holding company or savings institution. Under certain circumstances, a change of control may occur, and prior
notice is required, upon the acquisition of 10% or more of the outstanding voting stock of the company or
institution, unless the OTS has found that the acquisition will not result in a change of control of the Company.
Under the Change in Control Act, the OTS generally has 60 days from the filing of a complete notice to act, taking
into consideration certain factors, including the financial and managerial resources of the acquirer and the anti-trust
effects of the acquisition. Any company that acquires control would then be subject to regulation as a savings and
loan holding company.

Federal Savings Institution Regulation

Business Activities. The activities of federal savings banks are governed by federal law and
regulations. These laws and regulations delineate the nature and extent of the activities in which federal savings
banks may engage. In particular, certain lending authority for federal savings institutions, e.g., commercial, non-
residential real property loans and consumer loans, is limited to a specified percentage of the institution’s capital or
assets.

Capital Requirements. The OTS capital regulations require savings institutions to meet three minimum
capital standards: a 1.5% tangible capital to total assets ratio; a 4% Tier 1 capital to total assets leverage ratio (3%
for institutions receiving the highest rating on the CAMELS examination rating system); and an 8% risk-based
capital ratio. In addition, the prompt corrective action standards discussed below also establish, in effect, a
minimum 2% tangible capital standard, a 4% leverage ratio (3% for institutions receiving the highest rating on the
CAMELS system) and, together with the risk-based capital standard itself, a 4% Tier 1 risk-based capital standard.
The OTS regulations also require that, in meeting the tangible, leverage and risk-based capital standards, institutions
must generally deduct investments in and loans to subsidiaries engaged in activities as principal that are not
permissible for a national bank.

The risk-based capital standard for savings institutions requires the maintenance of Tier 1 (core) and total
capital (which is defined as core capital and supplementary capital) to risk-weighted assets of at least 4% and 8%,
respectively. In determining the amount of risk-weighted assets, all assets, including certain off-balance sheet
assets, recourse obligations, residual interests and direct credit substitutes, are multiplied by a risk-weight factor of
0% to 100%, assigned by the OTS capital regulation based on the risks believed inherent in the type of asset. Core
(Tier 1) capital is generally defined as common stockholders’ equity (including retained earnings), certain non-
cumulative perpetual preferred stock and related surplus, and minority interests in equity accounts of consolidated
subsidiaries less intangibles other than certain mortgage servicing rights and credit card relationships. The
components of supplementary capital (Tier 2 capital) currently include cumulative preferred stock, long-term
perpetual preferred stock, mandatory convertible securities, subordinated debt and intermediate preferred stock, the
allowance for loan and lease losses, limited to a maximum of 1.25% of risk-weighted assets, and up to 45% of
unrealized gains on available-for-sale equity securities with readily determinable fair market values. Overall, the
amount of supplementary capital included as part of total capital cannot exceed 100% of core capital.

The OTS also has authority to establish individual minimum capital requirements in appropriate cases upon
a determination that an institution’s capital level is or may become inadequate in light of the particular
circumstances. At March 31, 2009, Tempo Bank met each of its capital requirements.

Prompt Corrective Regulatory Action. The OTS is required to take certain supervisory actions
against undercapitalized institutions, the severity of which depends upon the institution’s degree of
undercapitalization. Generally, a savings institution that has a ratio of total capital to risk weighted assets of less
than 8%, a ratio of Tier 1 (core) capital to risk-weighted assets of less than 4% or a ratio of core capital to total
assets of less than 4% (3% or less for institutions with the highest examination rating) is considered to be
“undercapitalized.” A savings institution that has a total risk-based capital ratio less than 6%, a Tier 1 capital ratio
of less than 3% or a leverage ratio that is less than 3% is considered to be “significantly undercapitalized” and a
savings institution that has a tangible capital to assets ratio equal to or less than 2% is deemed to be “critically
undercapitalized.” Subject to a narrow exception, the OTS is required to appoint a receiver or conservator within
specified time frames for an institution that is “critically undercapitalized.”. The regulation also provides that a
capital restoration plan must be filed with the OTS within 45 days of the date a savings institution is deemed to have
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received notice that it is “undercapitalized,” “significantly undercapitalized” or “critically undercapitalized.”
Compliance with the plan must be guaranteed by any parent holding company in an amount of up to the lesser of 5%
of the savings association’s total assets when it was deemed to be undercapitalized or the amount necessary to
achieve compliance with applicable capital regulations. In addition, numerous mandatory supervisory actions
become immediately applicable to an undercapitalized institution, including, but not limited to, increased monitoring
by regulators and restrictions on growth, capital distributions and expansion. The OTS could also take any one of a
number of discretionary supervisory actions, including the issuance of a capital directive and the replacement of
senior executive officers and directors. Significantly and undercapitalized institutions are subject to additional
mandatory and discretionary restrictions.

Insurance of Deposit Accounts. Tempo Bank’s deposits are insured up to applicable limits by the
Deposit Insurance Fund of the FDIC. The Deposit Insurance Fund is the successor to the Bank Insurance Fund and
the Savings Association Insurance Fund, which were merged in 2006.

Under the Federal Deposit Insurance Corporation’s risk-based assessment system, insured institutions are
assigned to one of four risk categories based on supervisory evaluations, regulatory capital levels and certain other
factors, with less risky institutions paying lower assessments. An institution’s assessment rate depends upon the
category to whjch it is assigned. For 2008, assessments ranged from five to forty-three basis points of assessable
deposits. Due to losses incurred by the Deposit Insurance Fund in 2008 from failed institutions, and anticipated
future losses, the Federal Deposit Insurance Corporation, pursuant to a Restoration Plan to replenish the fund, has
adopted an across the board seven basis point increase in the assessment range for the first quarter of 2009. The
Federal Deposit Insurance Corporation has adopted further refinements to its risk-based assessment that are effective
April 1, 2009 and effectively make the range seven to 77 basis points. On May 22, 2009, the Federal Deposit
Insurance Corporation issued a final rule that will impose a special five basis points assessment on each institution’s
assets minus Tier 1 capital as of June 30, 2009, which would be payable to the Federal Deposit Insurance
Corporation on September 30, 2009. If after June 30, 2009, the reserve ratio of the Deposit Insurance Fund falls to a
level that the Board of the Federal Deposit Insurance Corporation (“the Board”) believes would adversely affect
public confidence or to a level close to or below zero, the Board may impose an additional special assessment of up
to five basis points on each institution’s assets minus Tier 1 capital for the third and fourth quarters of 2009 if
deemed necessary. The cost of this special five basis points assessment to Tempo Bank based on assets minus Tier
1 capital as of March 31, 2009, would be $41,000. No institution may pay a dividend if in default of the federal
deposit insurance assessment.

Due to the recent difficult economic conditions, deposit insurance per account owner has been raised to
$250,000 for all types of accounts until December 31, 2009. On May 20, 2009, the Federal Deposit Insurance
Corporation extended the insurance coverage of $250,000 on all deposit accounts until December 31, 2013.
Thereafter, regular deposit accounts will be insured up to a maximum of $100,000 and self-directed retirement
accounts up to a maximum of $250,000.

In addition, the Federal Deposit Insurance Corporation adopted an optional Temporary Liquidity Guarantee
Program by which, for a fee, noninterest bearing transaction accounts would receive unlimited insurance coverage
until December 31, 2009 and certain senior unsecured debt issued by institutions and their holding companies would
be guaranteed by the Federal Deposit Insurance Corporation through June 30, 2012 and in certain conditions through
December 31, 2012. Tempo Bank made the business decision not to participate in the unlimited noninterest bearing
transaction account coverage and Tempo Bank, Sugar Creek Financial and Sugar Creek MHC opted not to
participate in the unsecured debt guarantee program.

In addition to the assessment for deposit insurance, institutions are required to make payments on bonds
issued in the late 1980s by the Financing Corporation to recapitalize a predecessor deposit insurance fund. That
payment is established quarterly and during the calendar year ending December 31, 2008 averaged 1.12 basis points
of assessable deposits.

The FDIC has authority to increase insurance assessments. A significant increase in insurance premiums
would likely have an adverse effect on the operating expenses and results of operations of Tempo Bank.
Management cannot predict what insurance assessment rates will be in the future.



Insurance of deposits may be terminated by the FDIC upon a finding that the institution has engaged in
unsafe or unsound practices, is in an unsafe or unsound condition to continue operations or has violated any
applicable law, regulation, rule, order or condition imposed by the FDIC or the OTS. The management of Tempo
Bank does not know of any practice, condition or violation that might lead to termination of deposit insurance.

Loans to One Borrower. Federal law provides that savings institutions are generally subject to the
limits on loans to one borrower applicable to national banks. Subject to certain exceptions, a savings institution may
not make a loan or extend credit to a single or related group of borrowers in excess of 15% of its unimpaired capital
and surplus. An additional amount may be lent, cqual to 10% of unimpaired capital and surplus, if secured by
specified readily-marketable collateral.

QTL Test. Federal law requires savings institutions to meet a qualified thrift lender test. Under the test, a
savings association is required to either qualify as a “domestic building and loan association” under the Internal
Revenue Code or maintain at least 65% of its “portfolio assets” (total assets less: (i) specified liquid assets up to
20% of total assets; (ii) intangibles, including goodwill; and (iii) the value of property used to conduct business) n
certain “qualified thrift investments” (primarily residential mortgages and related investments, including certain
mortgage-backed securities) in at least 9 months out of each 12 month period. Legislation has expanded the extent
to which education loans, credit card loans and small business loans may be considered “qualified thrift
investments.”

A savings institution that fails the qualified thrift lender test is subject to certain operating restrictions and
may be required to convert to a bank charter. As of March 31, 2009, Tempo Bank met the qualified thrift lender
test.

Limitation on Capital Distributions. OTS regulations impose limitations upon all capital distributions
by a savings institution, including cash dividends, payments to repurchase its shares and payments to shareholders of
another institution in a cash-out merger. Under the regulations, an application to and prior approval of the OTS is
required prior to any capital distribution if the institution does not meet the criteria for “expedited treatment” of
applications under OTS regulations (i.e., generally, examination and Community Reinvestment Act ratings in the
two top categories), the total capital distributions for the calendar year exceed net income for that year plus the
amount of retained net income for the preceding two years, the institution would be undercapitalized following the
distribution or the distribution would otherwise be contrary to a statute, regulation or agreement with the OTS. If an
application is not required, the institution must still provide prior notice to the OTS of the capital distribution if, like
Tempo Bank, it is a subsidiary of a holding company. In the event Tempo Bank’s capital fell below its regulatory
requirements or the OTS notified it that it was in need of increased supervision, Tempo Bank’s ability to make
capital distributions could be restricted. In addition, the OTS could prohibit a proposed capital distribution by any
institution, which would otherwise be permitted by the regulation, if the OTS determines that such distribution
would constitute an unsafe or unsound practice.

Standards for Safety and Soundness. The federal banking agencies have adopted Interagency
Guidelines prescribing Standards for Safety and Soundness. The guidelines set forth the safety and soundness
standards that the federal banking agencies use to identify and address problems at insured depository institutions
before capital becomes impaired. If the OTS determines that a savings institution fails to meet any standard
prescribed by the guidelines, the OTS may require the institution to submit an acceptable plan to achieve compliance
with the standard.

Transactions with Related Persons. Tempo Bank’s authority to engage in transactions with
“affiliates” (e.g., any entity that controls or is under common control with an institution, including Sugar Creek
MHC, Sugar Creek Financial and their non-savings institution subsidiaries) is limited by federal law. The aggregate
amount of covered transactions with any individual affiliate is limited to 10% of the capital and surplus of the
savings institution. The aggregate amount of covered transactions with all affiliates is limited to 20% of the savings
institution’s capital and surplus. Certain transactions with affiliates are required to be secured by collateral in an
amount and of a type specified by federal law. The purchase of low quality assets from affiliates is generally
prohibited. The transactions with affiliates must be on terms and under circumstances that are at least as favorable
to the institution as those prevailing at the time for comparable transactions with non-affiliated companies. In
addition, savings institutions are prohibited from lending to any affiliate that is engaged in activities that are not
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permissible for bank holding companies and no savings institution may purchase the securities of any affiliate other
than a subsidiary.

The Sarbanes-Oxley Act of 2002 generally prohibits loans by a company to its executive officers and
directors. However, the law contains a specific exception for loans by Tempo Bank to its executive officers and
directors in compliance with federal banking laws. Under such laws, Tempo Bank’s authority to extend credit to
executive officers, directors and 10% shareholders (“insiders™), as well as entities such person’s control, is limited.
The law limits both the individual and aggregate amount of loans Tempo Bank may make to insiders based, in part,
on Tempo Bank’s capital position and requires certain board approval procedures to be followed. Such loans are
required to be made on terms substantially the same as those offered to unaffiliated individuals and not involve more
than the normal risk of repayment. There is an exception for loans made pursuant to a benefit or compensation
program that is widely available to all employees of the institution and does not give preference to insiders over
other employees. Additional restrictions apply to loans to executive officers.

Enforcement. The OTS has primary enforcement responsibility over savings institutions and has the
authority to bring actions against the institution and all institution-affiliated parties, including stockholders, and any
attorneys, appraisers and accountants who knowingly or recklessly participate in wrongful action likely to have an
adverse effect on an insured institution. Formal enforcement action may range from the issuance of a capital
directive or cease and desist order to removal of officers and/or directors to institution of receivership,
conservatorship or termination of deposit insurance. Civil penalties cover a wide range of violations and can
amount to $25,000 per day, or even $1 million per day in especially egregious cases. The FDIC has the authority to
recommend to the Director of the OTS that enforcement action to be taken with respect to a particular savings
institution. If action is not taken by the Director, the FDIC has authority to take such action under certain
circumstances. Federal law also establishes criminal penalties for certain violations.

Assessments. Savings institutions are required to pay assessments to the OTS to fund the agency’s
operations. The general assessments, paid on a semi-annual basis, are computed based upon the savings institution’s
(including consolidated subsidiaries) total assets, condition and complexity of portfolio.

Federal Home Loan Bank System

Tempo Bank is a member of the FHLB System, which consists of 12 regional FHLBs. The FHLB provides
a central credit facility primarily for member institutions. Tempo Bank, as a member of the FHLB, is required to
acquire and hold shares of capital stock in that FHLB. Tempo Bank was in compliance with this requirement at
March 31, 2009.

The FHLBs are required to provide funds for the resolution of insolvent thrifts in the late 1980s and to
contribute funds for affordable housing programs. These requirements could result in the FHLBs imposing a higher
rate of interest on advances to their members and reduce Tempo Bank’s net interest income. See “Management’s
Discussion and Analysis of Financial Condition and Results of Operation-Balance Sheet Analysis-Investments” for
discussion of suspension of dividends on FHLB of Chicago stock.

Federal Reserve System

The Federal Reserve Board regulations require savings institutions to maintain non-interest earning
reserves against their transaction accounts (primarily Negotiable Order of Withdrawal (NOW) and regular checking
accounts). The regulations generally provide that reserves be maintained against aggregate transaction accounts as
follows: a 3% reserve ratio is assessed on net transaction accounts up to and including $44.4 million; a 10% reserve
ratio is applied above $44.4 million. The first $10.3 million of otherwise reservable balances (subject to adjustments
by the Federal Reserve Board) are exempted from the reserve requirements. The amounts are adjusted annually.
Tempo Bank complies with the foregoing requirements.
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Federal Income Taxation

General. We report our income on a fiscal year basis using the accrual method of accounting. The federal
income tax laws apply to us in the same manner as to other corporations with some exceptions, including
particularly our reserve for bad debts discussed below. The following discussion of tax matters is intended only as a
summary and does not purport to be a comprehensive description of the tax rules applicable to us. Our federal
income tax returns have been either audited or closed under the statute of limitations through tax year 2004. For its
20009 fiscal year, Tempo Bank’s maximum federal income tax rate was 34%.

Sugar Creek Financial and Tempo Bank have entered into a tax allocation agreement. Because Sugar
Creek Financial owns 100% of the issued and outstanding capital stock of Tempo Bank, Sugar Creek Financial and
Tempo Bank are members of an affiliated group within the meaning of Section 1504(a) of the Internal Revenue
Code, of which group Sugar Creek Financial is the common parent corporation. As a result of this affiliation,
Tempo Bank will be included in the filing of a consolidated federal income tax return with Sugar Creek Financial
and the parties agree to compensate each other for their individual share of the consolidated tax liability and/or any
tax benefits provided by them in the filing of the consolidated federal income tax return.

Bad Debt Reserves. Prior to 1996, thrift institutions that qualified under certain definitional tests and
other conditions of the Internal Revenue Code were permitted to use certain favorable provisions to calculate their
deductions from taxable income for annual additions to their bad debt reserve. A reserve could be established for
bad debts on qualifying real property loans, generally secured by interests in real property improved or to be
improved, under the percentage of taxable income method or the experience method. The reserve for nonqualifying
loans was computed using the experience method. Federal legislation enacted in 1996 repealed the reserve method
of accounting for bad debts and the percentage of taxable income method for tax years beginning after 1995 and
require savings institutions to recapture or take into income certain portions of their accumulated bad debt reserves.
Tempo Bank uses the experience method bad debt deduction. Approximately $888,000 of our accumulated bad debt
reserves would not be recaptured into taxable income unless Tempo Bank makes a “non-dividend distribution” to
Sugar Creek Financial as described below.

Distributions. If Tempo Bank makes “non-dividend distributions” to Sugar Creek Financial, the
distributions will be considered to have been made from Tempo Bank’s unrecaptured tax bad debt reserves,
including the balance of its reserves as of March 31, 1988, to the extent of the “non-dividend distributions,” and then
from Tempo Bank’s supplemental reserve for losses on loans, to the extent of those reserves, and an amount based
on the amount distributed, but not more than the amount of those reserves, will be included in Tempo Bank’s taxable
income. Non-dividend distributions include distributions in excess of Tempo Bank’s current and accumulated
earnings and profits, as calculated for federal income tax purposes, distributions in redemption of stock, and
distributions in partial or complete liquidation. Dividends paid out of Tempo Bank’s current or accumulated
earnings and profits will not be so included in Tempo Bank’s taxable income.

The amount of additional taxable income triggered by a non-dividend is an amount that, when reduced by
the tax attributable to the income, is equal to the amount of the distribution. Therefore, if Tempo Bank makes a non-~
dividend distribution to Sugar Creek Financial, approximately one and one-half times the amount of the distribution
not in excess of the amount of the reserves would be includable in income for federal income tax purposes,
assuming a 34% federal corporate income tax rate. Tempo Bank does not intend to pay dividends that would result
in a recapture of any portion of its bad debt reserves.

State Taxation
llinois Taxation. Sugar Creek MHC, Sugar Creek Financial and Tempo Bank are subject to Illinois
income tax at the rate of 7.2% on its taxable income, before net operating loss deductions and special deductions for

federal income tax purposes. For this purpose, “taxable income” generally means federal taxable income subject to
certain adjustments (including addition of interest income on state and municipal obligations).
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Executive Officers of the Registrant

The executive officers of Sugar Creek MHC, Sugar Creek Financial and Tempo Bank are elected annually
by the board of directors and serve at the board’s discretion. The executive officers of Sugar Creek MHC, Sugar
Creek Financial and Tempo Bank are:

Name Position -
Robert J. Stroh, Jr. Chairman of the Board, Chief Executive Officer and Chief Financial Officer
Francis J. Eversman President and Chief Operating Officer
Phyllis J. Brown Vice President and Corporate Secretary

Below is information regarding our executive officer who is not also a director. Ms. Brown’s age set forth
below is as of March 31, 2009.

Phyllis J. Brown has served as Vice President and Corporate Secretary of Tempo Bank since 1993 and of
Sugar Creek MHC and Sugar Creek Financial since their formation in April 2007. Age 65.

ITEM 1A. RISK FACTORS

Changes in interest rates could reduce our net interest income and earnings.

Our net interest income is the interest we earn on loans and investment less the interest we pay on our
deposits and borrowings. Our net interest yield is the difference between the yield we earn on our assets and the
interest rate we pay for deposits and our other sources of funding. Changes in interest rates—up or down—could
adversely affect our net interest yield and, as a result, our net interest income. Although the yield we earn on our
assets and our funding costs tend to move in the same direction in response to changes in interest rates, one can rise
or fall faster than the other, causing our net interest margin to expand or contract. Our liabilities tend to be shorter in
duration than our assets, so they may adjust faster in response to changes in interest rates. As a result, when interest
rates rise, our funding costs may rise faster than the yield we earn on our assets, causing our net interest margin to
contract until the yield catches up. Changes in the slope of the “yield curve”—or the spread between short-term and
long-term interest rates—could also reduce our net interest margin. Normally, the yield curve is upward sloping,
meaning short-term rates are lower than long-term rates. Because our liabilities tend to be shorter in duration than
our assets, when the yield curve flattens or even inverts, we could experience pressure on our net interest margin as
our cost of funds increases relative to the yield we can earn on our assets.

A downturn in the local economy could hurt our profits.

Nearly all of our loans are secured by real estate or made to businesses in Clinton County, southwestern
Madison County and eastern St. Clair County, Illinois. The Clinton and Madison County economies are
significantly affected by agriculture and agriculture-related industries and offer limited opportunity for significant
growth in loan originations or deposits. The economy of eastern St. Clair County and the surrounding communities
is heavily dependent on Scott Air Force Base. In addition, several defense contractors are currently located in
communities near Scott Air Force Base. As a result, a downturn in the local economy, particularly local agriculture
or the downsizing or closing of Scott Air Force Base, could cause significant increases in nonperforming loans,
which would hurt our earnings. We have no reason to believe that Scott Air Force Base might be downsized or
closed. In addition, adverse employment conditions may have a negative effect on the ability of our borrowers to
make timely repayments of their loans and on our ability to make new loans, which would have an adverse impact
on our earnings.

Future FDIC Assessments Will Hurt Our Earnings.

In May 2009, the FDIC adopted a final rule imposing a special assessment on all insured institutions due to
recent bank and savings association failures. The emergency assessment amounts to 5 basis points of total assets
minus Tier 1 Capital as of June 30, 2009. The assessment will be collected on September 30, 2009 and recorded
against earnings for the quarter ended June 30, 2009. The special assessment will negatively impact the Company's
earnings and the Company expects that non-interest expenses will increase approximately $41,000 for the year
ended March 31, 2010 as compared to the year ended March 31, 2009 as a result of this special assessment. In
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addition, the final rule allows the FDIC to impose additional emergency special assessments of up to 5 basis points
per quarter for the third and fourth quarters of 2009 if necessary to maintain public confidence in federal deposit
insurance or as a result of deterioration in the deposit insurance fund reserve ratio due to institution failures. Any
additional emergency special assessment imposed by the FDIC will further hurt the Company's earnings.

A continuation of recent turmoil in the financial markets could have an adverse effect on
our financial position or results of operations.

Beginning in 2008, United States and global markets have experienced severe disruption and volatility, and
general economic conditions have declined significantly. Adverse developments in credit quality, asset values and
revenue opportunities throughout the financial services industry, as well as general uncertainty regarding the
economic, industry and regulatory environment, have had a marked negative impact on the industry. The United
States and the governments of other countries have taken steps to try to stabilize the financial system, including
investing in financial institutions, and have also been working to design and implement programs to improve general
economic conditions. Notwithstanding the actions of the United States and other governments, there can be no
assurances that these efforts will be successful in restoring industry, economic or market conditions and that they
will not result in adverse unintended consequences. Factors that could continue to pressure financial services
companies, including Sugar Creek Financial, are numerous and include (1) worsening credit quality, leading among
other things to increases in loan losses and reserves, (2) continued or worsening disruption and volatility in financial
markets, leading among other things to continuing reductions in assets values, (3) capital and liquidity concerns
regarding financial institutions generally, (4) limitations resulting from or imposed in connection with governmental
actions intended to stabilize or provide additional regulation of the financial system, or (5) recessionary conditions
that are deeper or last longer than currently anticipated.

As a result of our concentration on one- to four-family residential real estate lending, a
downturn in real estate values could hurt our profits.

At March 31, 2009, $69.5 million, or 87.49%, of our loan portfolio consisted of one- to four-family
residential real estate loans. Although these types of loans generally expose a lender to less risk of non-payment and
loss than commercial and construction loans, the market for loans on one- to four-family homes is significantly
dependent on real estate values. A decline in real estate values could cause some of our one- to four-family
residential real estate loans to become inadequately collateralized, which would expose us to a greater risk of loss.
Additionally, a decline in real estate values could result in a decline in the origination of such loans.

If our allowance for loan losses is not sufficient to cover actual loan losses, our earnings
will decrease.

We make various assumptions and judgments about the collectibility of our loan portfolio, including the
creditworthiness of our borrowers and the value of the real estate and other assets serving as collateral for the
repayment of many of our loans. In determining the amount of the allowance for loan losses, we review our loans
and our loss and delinquency experience, and we evaluate economic conditions. If our assumptions are incorrect, our
allowance for loan losses may not be sufficient to cover losses inherent in our loan portfolio, resulting in additions to
our allowance. Our allowance for loan losses was 0.21% of total gross loans at March 31, 2009, and material
additions to our allowance could materially decrease our net income. In addition, bank regulators periodically
review our allowance for loan losses and may require us to increase our provision for loan losses or recognize
further loan charge-offs. Any increase in our allowance for loan losses or loan charge-offs as required by these
regulatory authorities might have a material adverse effect on our financial condition and results of operations.

Strong competition within our market area could hurt our profits and slow growth.

We face intense competition in making loans, attracting deposits and hiring and retaining experienced
employees. This competition has made it more difficult for us to make new loans and attract deposits. Price
competition for loans and deposits sometimes results in us charging lower interest rates on our loans and paying
higher interest rates on our deposits, which reduces our net interest income. Competition also makes it more
difficult and costly to attract and retain qualified employees. Some of the institutions with which we compete have
substantially greater resources and lending limits than we have and may offer services that we do not provide. We
expect competition to increase in the future as a result of legislative, regulatory and technological changes and the
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continuing trend of consolidation in the financial services industry. Our profitability depends upon our continued
ability to compete successfully in our market area.

We operate in a highly regulated environment and we may be adversely affected by
changes in laws and regulations.

We are subject to extensive regulation, supervision and examination by the Office of Thrift Supervision,
our chartering authority, and by the Federal Deposit Insurance Corporation, as insurer of our deposits. Tempo Bank,
Sugar Creek MHC and Sugar Creek Financial are subject to regulation and supervision by the Office of Thrift
Supervision. Such regulation and supervision governs the activities in which an institution and its holding company
may engage and are intended primarily for the protection of the insurance fund and the depositors and borrowers of
Tempo Bank rather than for holders of Sugar Creek Financial common stock. Regulatory authorities have extensive
discretion in their supervisory and enforcement activities, including the imposition of restrictions on our operations,
the classification of our assets and determination of the level of our allowance for loan losses. Any change in such
regulation and oversight, whether in the form of regulatory policy, regulations, legislation or supervisory action,
may have a material impact on our operations.

Granting of stock options under benefit programs may dilute your ownership interest.

At the 2007 Annual Meeting of Stockholders, stockholders approved the Sugar Creek Financial Corp. 2007
Equity Incentive Plan. We may grant stock options to our officers, employees and directors through the equity
incentive plan. We may fund the equity incentive plan through the purchase of common stock in the open market,
subject to regulatory restrictions, by a trust established in connection with the equity incentive plan, or from
authorized but unissued shares of Sugar Creek Financial common stock. If the shares issued upon the exercise of
stock options under the equity incentive plan are issued from authorized but unissued stock, your ownership interest
in the shares will be diluted.

Granting of stock options under our 2007 Equity Incentive Plan will adversely affect our
profitability.

If we grant stock options under our 2007 Equity Incentive Plan, our non-interest expenses will likely
increase as a result of the additional annual employee compensation expenses stemming from the option grants.
These additional expenses will adversely affect our profitability. We cannot determine the actual amount of these
new stock-related compensation expenses at this time because applicable accounting practices generally require that
they be based on the fair market value of the options at the date of the grant; however, we expect them to be
material. We recognize expenses for stock options over the vesting period of awards made to recipients.

Sugar Creek MHC’s majority control of our common stock will enable it to exercise
voting control over most matters put to a vote of stockholders and will prevent
stockholders from forcing a sale or a second-step conversion transaction you may find
advantageous.

Sugar Creek MHC owns a majority of Sugar Creek Financial’s common stock and, through its board of
directors, is able to exercise voting control over most matters put to a vote of stockholders. The same directors and
officers who manage Sugar Creek Financial and Tempo Bank also manage Sugar Creek MHC. As a federally
chartered mutual holding company, the board of directors of Sugar Creek MHC must ensure that the interests of
depositors of Tempo Bank are represented and considered in matters put to a vote of stockholders of Sugar Creek
Financial. Therefore, the votes cast by Sugar Creek MHC may not be in your personal best interests as a
stockholder. For example, Sugar Creek MHC may exercise its voting control to defeat a stockholder nominee for
election to the board of directors of Sugar Creek Financial. In addition, stockholders will not be able to force a
merger or second-step conversion transaction without the consent of Sugar Creek MHC. Some stockholders may
desire a sale or merger transaction, since stockholders typically receive a premium for their shares, or a second-step
conversion transaction, since fully converted institutions tend to trade at higher multiples than mutual holding
companies.
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Office of Thrift Supervision policy on remutualization transactions could prevent
acquisition of Sugar Creek Financial, which may adversely affect our stock price.

Current Office of Thrift Supervision regulations permit a mutual holding company to be acquired by a
mutual institution in what is commonly called a “remutualization” transaction. However, the Office of Thrift
Supervision has issued a policy statement indicating that it views remutualization transactions as raising significant
issues concerning disparate treatment of minority stockholders and mutual members of the target entity and raising
issues concerning the effect on the mutual members of the acquiring entity. Under certain circumstances, the Office
of Thrift Supervision intends to give these issues special scrutiny and reject applications providing for the
remutualization of a mutual holding company unless the applicant can clearly demonstrate that the Office of Thrift
Supervision’s concerns are not warranted in the particular case. Should the Office of Thrift Supervision prohibit or
further restrict these transactions in the future, our per share stock price may be adversely affected.

Office of Thrift Supervision regulations and anti-takeover provisions in our charter
restrict the accumulation of our common stock, which may adversely affect our stock
price.

Office of Thrift Supervision regulations provide that for a period of three years following the date of the
completion of the stock offering, no person, acting alone, together with associates or in a group of persons acting in
concert, will directly or indirectly offer to acquire or acquire the beneficial ownership of more than 10% of our
common stock without the pricr written approval of the Office of Thrift Supervision. In addition, Sugar Creek
Financial’s charter provides that, until April 4, 2012, no person, other than Sugar Creek MHC may acquire directly
or indirectly the beneficial ownership of more than 10% of any class of any equity security of Sugar Creek
Financial. In the event a person acquires shares in violation of this charter provision, all shares beneficially owned
by such person in excess of 10% will be considered “excess shares” and will not be counted as shares entitled to
vote or counted as voting shares in connection with any matters submitted to the stockholders for a vote. These
restrictions make it more difficult and less attractive for stockholders to acquire a significant amount of our common
stock, which may adversely affect our stock price.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

We conduct our business through our main office in Trenton, Illinois and our branch office in Breese,
Illinois, both of which we own. The net book value of our land, buildings, furniture, fixtures and equipment was
$1.1 million as of March 31, 2009.

ITEM 3. LEGAL PROCEEDINGS

Periodically, there have been various claims and lawsuits against us, such as claims to enforce liens and
contracts, condemnation proceedings on properties in which we hold security interests, claims involving the making
and servicing of real property loans and other issues incident to our business. We are not a party to any pending
legal proceedings that we believe would have a material adverse effect on our financial condition, results of
operations or cash flows.
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None.

PART I

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED
STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY
SECURITIES

The common stock of Sugar Creek Financial is quoted on t’he OTC Bulletin Board under the symbol
“SUGR.” As of June 1, 2009, there were approximately 165 holders of record of the Company’s common stock.

The following table sets forth the high and low sales prices for the common stock as reported on the OTC
Bulletin Board for each full quarterly period during which the Company’s stock was traded during the past two
fiscal years. Sugar Creek Financial has not paid dividends during this period.

Quarter Ended: High Low
June 30,2007 ....oovvevieeeeeireeee, $10.80 $10.40
September 30, 2007 .......cccocrruene. 10.60 9.10
December 31, 2007 .......ccceveveneee. 10.25 8.50
March 31,2008 .......ccoovvveierereinee 9.10 8.50
June 30,2008 ........cooeerrerrriennen. $9.15 $7.99
September 30, 2008 ...........cco....... 10.10 7.90
December 31, 2008 .......cceevnenene. 10.10 6.00
March 31, 2009.......cccoevveereenrrnen. 8.50 7.30

Sugar Creek Financial is not subject to OTS regulatory restrictions on the payment of dividends. However,
Sugar Creek Financial’s ability to pay dividends may depend, in part, upon its receipt of dividends from Tempo
Bank because Sugar Creek Financial has no source of income other than earnings from the investment of the net
proceeds from the offering that it retained. Payment of cash dividends on capital stock by a savings institution is
limited by OTS regulations. For a discussion of restrictions on the payment of cash dividends by Tempo Bank, see
“Item 1—Business—Regulation and Supervision—Federal Savings Institution Regulation—Limitation on Capital
Distributions.”

We did not repurchase any of our common stock -during the quarter ended March 31, 2009 and had no
publicly announced repurchase plans or programs as of March 31, 2009.

ITEM 6. SELECTED FINANCIAL DATA
Not applicable.
ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS
Overview-General
Our principal business is to acquire deposits from individuals and businesses in the communities
surrounding our offices and to use these deposits to fund loans. We focus on providing our products and services to

two segments of customers: individuals and small businesses.

Income. Our primary source of income is net interest income. Net interest income is the difference
between interest income, which is the income that we earn on our loans and investments, and interest expense,
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which is the interest that we pay on our deposits and borrowings. Changes in levels of interest rates affect our net
interest income.

A secondary source of income is non-interest income, which is revenue that we receive from providing
products and services. The majority of our non-interest income generally comes from loan service charges and
service charges on deposit accounts.

Allowance for Loan Losses. The allowance for loan losses is a valuation allowance for probable
losses inherent in the loan portfolio. We evaluate the need to establish allowances against losses on loans on a
monthly basis. When additional allowances are necessary, a provision for loan losses is charged to earnings.

Expenses. The noninterest expenses we incur in operating our business consist of compensation and
benefits expenses, occupancy expenses, equipment and data processing expenses and other miscellaneous expenses,
such as advertising, supplies, telephone, postage and professional services.

Our largest noninterest expense is compensation and benefits, which consist primarily of salaries and wages
paid to our employees, payroll taxes, expenses for health insurance, retirement plans and other employee benefits,
including employee stock ownership plan allocations and restricted stock awards made under the 2007 Equity
Incentive Plan. In the future, we may also recognize additional annual employee compensation expenses stemming
from any stock option grants made under the 2007 Equity Incentive Plan. We cannot determine the actual amount
of these new stock-related compensation and benefit expenses, if any, at this time because applicable accounting
practices require that they be based on the fair market value of the shares of common stock at specific points in the
future.

Our noninterest expenses also include expenses resulting from operating as a public company, consisting
primarily of legal and accounting fees and expenses of shareholder communications and meetings.

Overview-Financial Highlights

Operating Results. Net earnings increased by $199,000 to $270,000 for the year ended March 31, 2009
primarily due to Jower rates paid for deposits and FHLB borrowings.

Financial Condition. Total assets increased by $5.1 million to $91.7 million at March 31, 2009. The
increase was attributable in part to larger balances in cash and cash equivalent accounts. In addition, deposits
increased $7.9 million to $67.1 million at March 31, 2009 as a result of stock market volatility and a move by
customers toward the safety of FDIC insured deposits.

Critical Accounting Policies

In the preparation of our financial statements, we have adopted various accounting policies that govern the
application of U.S. generally accepted accounting principles. Our significant accounting policies are described in
note 1 of the notes to the consolidated financial statements included in this Form 10-K.

Certain accounting policies involve significant judgments and assumptions by us that have a material
impact on the carrying value of certain assets and liabilities. We consider these accounting policies to be critical
accounting policies. The judgments and assumptions we use are based on historical experience and other factors, -
which we believe to be reasonable under the circumstances. Actual results could differ from these judgments and
estimates under different conditions, resulting in a change that could have a material impact on the carrying values
of our assets and liabilities and our results of operations.

Allowance for Loan Losses. We consider the allowance for loan losses to be a critical accounting
policy. The allowance for loan losses is the amount estimated by management as necessary to cover probable losses
inherent in the loan portfolio at the balance sheet date. The allowance is established through the provision for loan
losses, which is charged to income. Determining the amount of the allowance for loan losses necessarily involves a
high degree of judgment. Among the material estimates required to establish the allowance are: loss exposure at
default; the amount and timing of future cash flows on impacted loans; value of collateral; and determination of loss
factors to be applied to the various elements of the portfolio. All of these estimates are susceptible to significant
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change. Management reviews the level of the allowance at least monthly and establishes the provision for loan
losses based upon an evaluation of the portfolio, past loss experience, current economic conditions and other factors
related to the collectibility of the loan portfolio. Although we believe that we use the best information available to
establish the allowance for loan losses, future adjustments to the allowance may be necessary if economic conditions
differ substantially from the assumptions used in making the evaluation. In addition, the Office of Thrift
Supervision, as an integral part of its examination process, periodically reviews our allowance for loan losses. Such
agency may require us to recognize adjustments to the allowance based on its judgments about information available
to it at the time of its examination. A large loss could deplete the allowance and require increased provisions to
replenish the allowance, which would adversely affect earnings. See notes 1 and 3 of the notes to the consolidated
financial statements included in this Form 10-K.

Balance Sheet Analysis

Loans. Our primary lending activity is the origination of loans secured by real estate. We originate real
estate loans secured by one- to four-family residential real estate, commercial and multi-family real estate and
undeveloped land. To a much lesser extent, we originate consumer loans.

The largest segment of our real estate loans is one- to four-family residential real estate loans. At
March 31, 2009, one- to four-family residential real estate loans totaled $69.5 million, or 87.49% of total loans,
compared to $69.9 million, or 87.33% of total loans, at March 31, 2008. One- to four-family residential real estate
loans decreased modestly over this period as a result of a continuing decline in real estate sales and very competitive
refinance rates in the local market. Multi-family and commercial real estate loans increased over this period as a
result of a steady market for these properties in our market area. Consumer loans decreased in 2009 as a result of the
contraction in auto sales and the increase in consumer debt.

The following table sets forth the composition of our loan portfolio at the dates indicated.

Table 1: Loan Portfolio Analysis

March 31,
2009 2008
(Dollars in thousands) Amount Percent Amount Percent
Real estate loans:
One-to four-family......c.ccocevenneen $ 69,479 87.49%8% 69,904 87.33%
Multi-family......c.cocooreercriennens 1,124 1.42 966 1.21
Commercial ......ooceeeviveecireeneeene 3,375 4.25 2,886 3.60
Land loans.......cccccceeevveeveneeeinnn. 1,584 1.99 1,723 2.15
Total real estate loans .............. 75,562 95.15 75,479 94.29
Consumer loans:
Automobile .......oovevviriiiireiiiciianens 2,314 291 2,522 3.15
Home equity ......coevveveenrencrcnnncns 1,158  1.46 1,526 1.91
Loans secured by deposit
ACCOUNES vovvireerieeeerereeveeeenaenes 383 0.48 521 0.65
Total consumer loans............... 3,855 4.85 4,569 5.71
Total 10ans ....covvevcvecrecrrerrnanee 79,417 100.00% 80,048 100.00%
Loans in Process .........coceevevevininns — —
Allowance for losses (165) (124)
Net deferred loan fees (123) (120)
Loans, net.......c..cveveenne $ 79,129 $ 79,804

At March 31, 2009, fixed-rate loans, balloon loans and adjustable-rate loans totaled $42.8 million, $36.2
million and $372,000, respectively.

The following table sets forth certain information at March 31, 2009 regarding the dollar amount of loan
principal repayments becoming due during the years indicated. The table does not include any estimate of
prepayments which significantly shorten the average life of all loans and may cause our actual repayment experience
to differ from that shown below. Demand loans having no stated schedule of repayments and no stated maturity are
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reported as due in one year or less. The amounts shown below exclude net deferred loan fees. Our adjustable-rate
mortgage loans generally do not provide for downward adjustments below the initial discounted contract rate. When
market interest rates rise, as has occurred in recent periods, the interest rates on these loans may increase based on
the contract rate (the index plus the margin) exceeding the initial interest rate floor.

Table 2: Contractual Maturities and Interest Rate Sensitivity

Real Estate Consumer Total
March 31, 2009 (Dollars in thousands) Loans Loans Loans
Amounts due in:
ONE YEAT O 1SS ...cuvrvivireniieritiiiecrie e $ 1,323 $ 447 $ 1,770
More than one to five years 9,901 1,935 11,836
More than five Years..........coeciiviiriiiciincii 65,496 315 65,811
TOAL ettt ettt et s e $ 76,720 $ 2,697 $ 79,417
Interest rate terms on amounts due after one year:
Fixed-rate loans (including balloon 10ans)........c.c.cccecnivinnriicrininnnee. $ 75,219 $ 2,250 $ 77,469
Adjustable-rate LOANS ..........ccccireeeeeveiererinirieieienieiene e 178 — 178
TOAL......voeeeeeieeetier ettt eveb e s ere e e asaebasesbebasseseseasenabasanbenssnesens $ 75,397 $ 2,250 $ 77,647

Investments. At March 31, 2009, our investment portfolio totaled $1.7 million and consisted solely of
our investment in Federal Home Loan Bank of Chicago stock. Our investment in Federal Home Loan Bank of
Chicago stock remained unchanged during the year ended March 31, 2009 due to a prohibition on excess stock
redemptions imposed by the Federal Housing Finance Board. On October 10, 2007, the Federal Home Loan Bank
of Chicago entered into a consensual cease and desist order with the Federal Housing Finance Board Office of
Supervision, which limits the ability of the Federal Home Loan Bank of Chicago to redeem excess or voluntary
stock or to pay dividends. The Federal Home Loan Bank of Chicago has not declared or paid a dividend since the
second quarter of 2007 citing regulatory requirements, continuing pressure on net interest income, projected
earnings levels, and market conditions. At March 31, 2009, $921,000 of our investment in Federal Home Loan
Bank stock consisted of excess or voluntary stock. Based on the liquidity needs of Tempo Bank and subject to the
stock redemption guidelines of the Federal Home Loan Bank of Chicago, Tempo Bank expects to redeem the
majority of its excess or voluntary stock as soon as an official redemption policy has been announced by the Federal
Home Loan Bank of Chicago.

We had no investments that had an aggregate book value in excess of 10% of our equity at March 31, 2009,
except for our investment in Federal Home Loan Bank of Chicago.

Premises and Equipment, Net. Premises and equipment, net, increased $94,000 to $1.1 million at
March 31, 2009 primarily as a result of the purchase of a tract of land for a possible future branch location.

Other Assets. Other assets, including prepaid income taxes, decreased due primarily to the timing of
income tax payments.

Deposits. Our deposit base is comprised of noninterest-bearing NOW accounts, NOW accounts, savings
accounts, money market accounts and certificates of deposit. We consider our deposit accounts other than
certificates of deposit to be core deposits. Deposits increased $7.9 million for the year ended March 31, 2009, as
certificates of deposit increased $5.1 million, and core deposits increased $2.8 million. Overall, deposits increased
during the year ended March 31, 2009 primarily as a result of stock market volatility and a move by customers
toward the safety of FDIC insured deposits.
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Table 3: Deposits

March 31,
2009 2008

(Dollars in thousands) Amount  Percent Amount  Percent
Noninterest-bearing

NOW accounts...........oeeveerevnenvinennen. $ 3,148 4.69% $ 2,620 4.43%
NOW accounts....... 4211 6.28 4,420 7.47
Savings accounts.............. 7,721 11.51 7,277 12.29
Money market accounts... 5,355 7.99 3,324 5.62
Certificates of deposit ...... . 46,641 69.53 41,540 70.19

Total.....coooiiiiniiiiiieece e, $67,076  100.00% $ 59,181 100.00%

Table 4: Time Deposit Maturities of $100,000 or more
March 31, 2009 (Dollars in thousands) Amount

Maturity Period

Three months or 1€8s ........c.cocvvvvveeveverecnnns . $ 2317
Over three through six months....... 3,095
Over six through twelve months.... 3,025
OVer tWelve MONEAS .......ouviveieieieeiceeceiecee ettt s esee e 3,738

TOLAL c.vviveeeveecriceree ettt ettt te sttt eneeseea et seneeeeesssenaeeneensaeneeareenaean $12,175

Borrowings. We utilize FHLB advances to supplement our supply of funds for loans. In the table below,
the weighted average interest rate during the year is based on the weighted average balances determined on a
monthly basis.

Table 5: Borrowings

Year Ended
March 31,

(Dollars in thousands) 2009 2008
Maximum amount outstanding at any month

end during the year:

FHLB advances .........c.cccoocvveeivvinieeeeeeeeeeeenene $ 23,000 $ 23,000
Average amount outstanding during the year:

FHLB advances .........c..cocooeerreieeeeninssenenennnns 19,125 20,083
Weighted average interest rate during the year:

FHLB advances .........cccoceeeeneeiieieeiceceeece e 4.18% 4.77%
Balance outstanding at end of year:

FHLB advances ............cococeevrrecrereerececseseecenennens 14,000 17,000
Weighted average interest rate at end of year:

FHLB advances ..., 4.83% 4.82%

Borrowings decreased during 2009 due to the repayment of overnight FHLB advances and maturity of
other FHLB advances.

Other Liabilities. Other liabilities increased due primarily to increased accrued income taxes which
increased due to the timing of payment of income taxes.

Stockholders’ Equity. Stockholders’ equity increased due primarily to net earnings of $270,000 for the
year ended March 31, 2009, partially offset by the repurchase of common stock of $200,000.
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Comparison of Results of Operations for the Years Ended March 31, 2009 and March 31,
2008

Table 6: Summary Income Statements

Year Ended March 31, (Dollars in thousands) 2009 2008 2009 v. 2008 % Change
NEt INTETESE INCOIMNE .. vvvievieeeeeereeereeeieeeereeeveerssaeeeesssesareesneeenseesseesiness $ 2,339 $ 2,006 $ 333 16.63%
Provision for loan losses 59 (80) 21 (26.64)
NONINETESt TNCOMNE .....eiivvrerieerrieniereiereet st s et erbeaanas 197 175 22 12.20
NONINETESt EXPENSE...veuvrirrericiiiiiiisireriereisiterieee e b (2,036) (2,002) 34) 1.73
Income taxes (171) (28) (143) 511.09
NEt EATIINEZS ... evev ettt ettt § 270 $§ 71 $ 199 279.25%
Return on average EqUILY .........coovvirrrerireeioiioreinieree et 2.91% 0.78%

REtUN ON AVETAZE ASSELS.. . veueeririreririsiiiriniacriaisisseieriesnessantas et seins 0.30 0.08

Net Interest Income. Net interest income increased as a result of lower costs for deposits and
borrowings. As a result, the interest rate spread increased to 2.26% for 2009 from 1.86% for 2008. The Bank’s cost
of funds declined due to much lower market interest rates paid on money market accounts and certificates of deposit,
partially offset by an increase in the average balance of deposits. Borrowing costs decreased due to lower market
rates paid on short-term advances from FHLB which were utilized during the year ended March 31, 2009.

Table 7: Analysis of Net Interest Income
Year Ended March 31, (Dollars in thousands) 2009 2008 2009 v. 2008 % Change

Components of net interest income

LOGIS .ottt st st ettt b e $ 4,880 $ 89 1.82%
Stock in FHLB of Chicago 13 (13) (100.00)
Other interest-earning assets 28 115 (87) (75.64)
Total interest income ............ccoceevnee. 4,997 5,008 an (0.23)
Deposits ........c.c..... (1,858) (2,044) 186 (9.13)
Borrowings (800) (958) 158 (16.51)
Total interest expense ......... (2,658) (3,002) 344 (11.48)
Net INEETESt INCOME «..vevereereeeeeiereereeeeeeeereeeeeeeeeereseseeneneans 2,339 2,006 333 16.63%
Average yields and rates paid )
INtErest-earning asSetS..........cveverereeeeiiriiinene e sn e 5.67% 5.86% (0.19)% (3.24)%
Interest-bearing liabilities 341 4.00 (0.59) (14.75)
Interest rate spread................ 226 1.86 0.40 21.51
Net INterest MATZIN ...c.cevvviiiiiiiirierieiri et sse e 2.65 2.35 0.30 12.77
Average balances
LLOAIS «.vveveviteere ettt st e ettt st st n s s st et s s e eanebaa s s $ 82,454 $ 81,084 $ 1,370 1.69%
Stock in FHLB of Chicago 1,660 1,660 — —
Other interest-earning assets 4,082 2,756 1,326 48.11
DEPOSIES ...t ea st es st bbbt 58,859 54,898 3,961 7.22
BOITOWINZS c.cviviirireriiieneiite st se st 19,125 . 20,083 (958) 4.77)

Provision for Loan Losses. The provision for loan losses was $59,000 for the year ended March 31,
2009, compared to $80,000 for the year ended March 31, 2008. The Bank recorded charge-offs of $18,000 and no
recoveries for the year ended March 31, 2009 compared to charge-offs of $92,000 and recoveries of $6, 000 for the
year ended March 31, 2008.

The allowance for loan losses was $165,000, or 0.21% of total loans outstanding as of March 31, 2009, as
compared with $124,000, or 0.16% of total loans outstanding as of March 31, 2008. An analysis of the changes in
the allowance for loan losses is presented under “Risk Management — Analysis and Determination of the Allowance
for Loan Losses.”
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Noninterest Income. Noninterest income increased due primarily to higher deposit account service
charges. Deposit account service charges increased as a result of a more aggressive program of assessing non-
sufficient fund fees to our customers.

Table 8: Noninterest Income Summary

Year Ended March 31, (Dollars in thousands) 2009 2008 $ Change % Change
Loan SErvice Charges..........ouvveirierecrierercnrercreninnccrnuenseresree et enesneneene § 20 $ 24 $ @ (16.87)%
Service charges on deposit aCCOUNTS............cccoiviiiiniiiiiniicneccnc e, 157 133 24 17.85
ORET ...ttt 20 18 2 9.53
TOtAL .t $ 197 $175 $ 22 12.20%

Noninterest Expense. All categories of noninterest expense were higher, except compensation and
benefits and supplies expense. Compensation and benefits decreased primarily as a result of lower costs related to
the Bank’s multi-employer retirement plan, lower health insurance expenses and a lower ESOP expense. Retirement
plan expenses decreased due to lower plan contributions required as a result of higher investment returns in the
defined benefit plan. Health care costs declined as a result of our decision to change providers which has resulted in
a cost savings. Equipment and data processing increased as a result of higher depreciation expense on computer
equipment and higher data processing costs as a result of a new internet banking system, implementation of the
Check 21 program and upgrades to data lines.

FDIC premium expense increased due to the growth of the Bank and a higher risk-based assessment which
considers the supervisory rating and certain financial ratios of each financial institution. See also, “Item 14-Risk
Factors-Future FDIC Assessments Will Hurt Our Earnings.”

Other noninterest expense increased due primarily to higher real estate taxes, maintenance expenses and
utility costs on foreclosed real estate, a provision for loss on foreclosed real estate of $28,000 and modest increases
in various other expenses.

Table 9: Noninterest Expense Summary

Year Ended March 31, (Dollars in thousands) 2009 2008 $ Change % Change
Compensation and Benefits.........coceeuvrieereeerroenieieeeeeeee e $1,033 $ 1,179 $ (146) (12.40)%
OCCUPANICY EXPENSE ...vcreererirrenrerierarernerereeurrerseenenenrenssencamstensssessesseseesens 114 100 14 14.33

Equipment and data proCessing .........ceecevveveeineerereenniencerernereernareneene 363 328 35 10.52
FDIC Premitm EXPENSE. ......cueuereurueremiruereneaseeesneiaresnieresiereessasenseseane 50 7 43 626.75
Advertising ...........c.cccce. 44 39 5 13.79
Supplies expense..........ccoceervennenee. 32 37 5) (12.19)
Professional and regulatory fees.. 152 138 14 10.21
248 174 74 42.08
$ 2,036 $2,002 $ 34 1.73%

Income Taxes. Income taxes were $171,000 for 2009, reflecting an effective tax rate of 38.8%,
compared to $28,000 for 2008, reflecting an effective tax rate of 28.3%. Income taxes increased due to higher pre-
tax earnings.

Average Balances and Yields. The following table presents information regarding average balances
of assets and liabilities, the total dollar amounts of interest income and dividends from average interest-earning
assets, the total dollar amounts of interest expense on average interest-bearing liabilities, and the resulting
annualized average yields and costs. The yields and costs for the years indicated are derived by dividing income or
expense by the average balances of assets or liabilities, respectively, for the years presented. For purposes of this
table, average balances have been calculated using month-end balances, and nonaccrual loans are included in
average balances only. Management does not believe that use of month-end balances instead of daily average
balances has caused any material differences in the information presented. Loan fees are included in interest income
on loans and are insignificant. None of the income reflected in the following table is tax-exempt income.
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Table 10: Average Balance Table

Years Ended March 31,
2009 2008
Interest Interest
Average and Yield/ Average and Yield/
(Dollars in thousands) Balance Dividends Cost Balance Dividends Cost
Assets:
Interest-earning assets:
LOANS ..ottt $ 82,454 $ 4,969 6.03% $ 81,084 $ 4,880 6.02%
Stock in FHLB of Chicago .........cccoevvevvennene 1,660 — — 1,660 13 0.79
Other interest-earning assets 4,082 28 0.69 2,756 115 4.17
Total interest-earning assets.................... 88,196 4,997 5.67 85,500 5,008 5.86
Noninterest-earning assets ............cceeeererereenes 2,852 2,164
Total aSSEtS ....ocvvevveeeieeiiieireeieeiee e 91,048 87,664
Liabilities and Stockholders’ Equity:
Interest-bearing liabilities:
NOW 2CCOUNES....uvrvreriivirriereiririerrereereeseeneseens $4,353 $22 0.51% $ 4,413 $23 0.52%
Savings aCCOUNES ....c.cerevereverirererrreeesieene 7,482 50 0.67 7,243 49 0.65
Money market accounts...........coevrerereeenennns 4,628 118 2.55 2,683 82 3.12
Certificates of deposit........c.cccvirvevnicrcreiinnens 42,396 1,668 3.93 40,559 1,890 4.66
Total interest-bearing deposits................... 58,859 1,858 3.16 54,898 2,044 3.73
FHLB advances ......ccc.ccoevveeevveeercereevveeeennnnn 19,125 799 4,18 20,083 958 4.77
Other bOrrOWINgS ....c..ovvveveveeneriireeicreerennns — — — — — —
Total interest-bearing liabilities .................. $ 77,984 2,657 341 $ 74,981 3,002 4.00
Noninterest-bearing NOW accounts............... 2,538 - 2,456
Other noninterest-bearing liabilities . 1,261 1,130
Total liabilities ...covoeeeeiereiieeeeerecciieee e 81,783 78,567
Stockholders’ equity ........ccooverrevieeniencencnnnns 9,265 9,097
Total liabilities and stockholders’ equity.... $ 91,048 $ 87,664
Net interest iNCOME ......ccveiverereirverreierieeieerens $ 2,340 $ 2,006
Interest rate spread 2.26% 1.86%
Net interest margin 2.65% 2.35%
Average interest-earning assets to
average interest-bearing liabilities .............. 113.09% 114.03%

Rate/Volume Analysis. The following tables set forth the effects of changing rates and volumes on our
net interest income. The rate column shows the effects attributable to changes in rate (changes in rate multiplied by
prior volume). The volume column shows the effects attributable to changes in volume (changes in volume
multiplied by prior rate). Changes due to both volume and rate have been allocated proportionally to the volume
and rate changes. The net column represents the sum of the prior columns.

24



Table 11: Net Interest Income — Changes Due to Rate and Volume
Year Ended March 31, 2009 Compared to Year Ended March 31, 2008

(Dollars in thousands) Volume Rate Net
Interest income:
L0aNS TECEIVADIE .......c.iiiiiiiiiiitiiie ettt ettt ettt ees $ 81 $ 8 $ 89
Stock in FHLB of Chicago ...... — (13) (13)
Other interest-earning assets.... 118 (205) 87
TOAL. oottt ettt en e 199 (210) (11)
Interest expense:
PasSDOOK ACCOUNLES ..........c.cveviiiiiiiiiiiccsttce ettt ee st s et 1 — 1
INOW GCCOUNES ..ottt ettt s ettt es et ene et e st eseneses e s e enenns — m 1)
MMDA accounts . 48 (12) 36
COItIfICALES ...ttt ettt 90 (312) (222)
Total deposits 139 (325) (186)
Advances from FHLB ..ottt e es e (44) (114) (158)
95 (439) (344)
$ 104 $229 $ 333

Risk Management

Overview. Managing risk is an essential part of successfully managing a financial institution. Our most
prominent risk exposures are credit risk, interest rate risk and market risk. Credit risk is the risk of not collecting the
interest and/or the principal balance of a loan or investment when it is due. Interest rate risk is the potential
reduction of interest income as a result of changes in interest rates. Market risk arises from fluctuations in interest
rates that may result in changes in the values of financial instruments, such as available-for-sale securities that are
accounted for on a mark-to-market basis. Other risks that we face are operational risks, liquidity risks and
reputation risk. Operational risks include risks related to fraud, regulatory compliance, processing errors,
technology and disaster recovery. Liquidity risk is the possible inability to fund obligations to depositors, lenders or
borrowers. Reputation risk is the risk that negative publicity or press, whether true or not, could cause a decline in
our customer base or revenue.

Credit Risk Management. Our strategy for credit risk management focuses on having well-defined
credit policies and uniform underwriting criteria and providing prompt attention to potential problem loans.

When a borrower fails to make a required loan payment, we take a number of steps to have the borrower
cure the delinquency and restore the loan to current status, including contacting the borrower by letter and phone at
regular intervals. When the borrower is in default, we may commence collection proceedings. If a foreclosure
action is instituted and the loan is not brought current, paid in full, or refinanced before the foreclosure sale, the real
property securing the loan generally is sold at foreclosure. Generally, when a consumer loan becomes 90 days past
due, we institute collection proceedings and attempt to repossess any personal property that secures the loan.
Management informs the board of directors monthly of the amount of loans delinquent more than 90 days, all loans
in foreclosure and repossessed property that we own.

Analysis of Nonperforming and Classified Assets. We consider repossessed assets and loans that are
90 days or more past due to be nonperforming assets. Loans are generally placed on nonaccrual status when they
become 90 days delinquent at which time the accrual of interest ceases and the allowance for any uncollectible
accrued interest is established and charged against operations. Typically, payments received on a nonaccrual loan
are applied to the outstanding principal and interest as determined at the time of collection of the loan.

Real estate that we acquire as a result of foreclosure or by deed-in-lieu of foreclosure is classified as real
estate owned until it is sold. When property is acquired it is recorded at the lower of its cost, which is the unpaid
balance of the loan plus foreclosure costs, or fair market value at the date of foreclosure. Holding costs and declines
in fair value after acquisition of the property result in charges against income.
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Table 12: Nonperforming Assets

March 31,
(Dollars in thousands) 2009 2008
Nonaccrual loans:

Residential Tal €StAte ............cvivviveviiceieereeeieee et $ 1,515 $ —

Commercial real @State..........ooeiertiiiriiineiiiiii e 158 —

18 —

93 64

$ 1,784 64

Foreclosed real estate — residential...............ooooiiiiin 358 386

Other repossessed assets — automobile. ............cooooiiii 6 —

364 386

Total nonperforming assets...........coovverirneeinieiinn e $ 2,148 $ 450
Total nonperforming loans to total 10ans ... 2.25% 0.08%

Total nonperforming loans to total assets ... 1.94 0.07
Total nonperforming assets to total aSSELS ......coooverriiiriioiiieiensiineneen, 2.34% 0.52%

Nonaccrual loans at March 31, 2009 consisted of eight loans secured by single-family properties; two loans
secured by commercial real estate; one loan secured by land and nine loans secured by automobiles. The largest
lending relationship in the nonaccrual loan category amounted to $437,000, which was secured by one single-family
dwelling and commercial real estate. Nonaccrual loans increased as a result of a slowing local and regional
economy, job layoffs, divorce and health issues afflicting our borrowers. Foreclosed real estate consists of one
single-family residential property. Other repossessed assets consist of one automobile.

We did not have any troubled debt restructurings or any accruing loans past due 90 days or more at the
dates presented above. Interest income that would have been recorded for the year ended March 31, 2009 and 2008
had nonaccruing loans been current according to their original terms amounted to $48,000 and $6,000, respectively.
Income related to nonaccrual loans included in interest income for the year ended March 31, 2009 and 2008 was
$21,000 and $5,000, respectively.

At March 31, 2009, we had no loans which were not currently classified as nonaccrual, 90 days past due or
impaired but where known information about possible credit problems of borrowers caused management to have
serious concerns as to the ability of the borrowers to comply with present loan repayment terms and which may
result in disclosure as nonaccrual, 90 days past due or impaired.

Federal regulations require us to review and classify our assets on a regular basis. In addition, the Office of
Thritt Supervision has the authority to identify problem assets and, if appropriate, require them to be classified.
There are three classifications for problem assets: substandard, doubtful and loss. “Substandard assets” must have
one or more defined weaknesses and are characterized by the distinct possibility that we will sustain some loss if the
deficiencies are not corrected. “Doubtful assets” have the weaknesses of substandard assets with the additional
characteristic that the weaknesses make collection or liquidation in full on the basis of currently existing facts,
conditions and values questionable, and there is a high possibility of loss. An asset classified “loss” is considered
uncollectible and of such little value that continuance as an asset of the institution is not warranted. The regulations
also provide for a “special mention” category, described as assets which do not currently expose us to a sufficient
degree of risk to warrant classification but do possess credit deficiencies or potential weaknesses deserving our close
attention. When we classify an asset as substandard or doubtful we establish a specific allowance for loan losses. If
we classify an asset as loss, we charge off an amount equal to 100% of the portion of the asset classified loss.
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Table 13: Classified Assets

At March 31,
(Dollars in thousands) 2009 2008
Special MENtION @SSELS........cccccueuiiiiiieeineee ettt e e § — $ —
Substandard @SSELS ........cccoiieiiiiiieec et r e 2,148 450
DOUDBHUL BSSELS .....cueriereiiiiieieieic ettt ettt en e s s e — —
LLOSS @SSEES ...ttt ettt ettt ettt e er et en e erans — —
Total classified ASSELS .u.c.viuiiviiriiieitictee ettt ee e $ 2,148 $ 450

Substandard assets, which include all nonperforming assets, were higher due to an increase in nonaccrual
loans.

Table 14: Selected Loan Delinquencies

March 31,
2009 2008
30-59 60-89 30-59 60-89
Days Days Days Days
(Dollars in thousands) Past Due Past Due Past Due Past Due
One- to four- family.......................... $ 822 $ 818 $1,383 $ 288
CONSUMET......oconiirirrirerieieireieeeen 51 3 103 121
Total....c.oooviiiiiiiiiiiiee $873 $ 821 $ 1,486 $ 409

Analysis and Determination of the Allowance for Loan Losses. The allowance for loan losses is a
valuation allowance for probable losses inherent in the loan portfolio. We evaluate the need to establish allowances
against losses on loans on a monthly basis. When additional allowances are necessary, a provision for loan losses is
charged to earnings.

Our methodology for assessing the appropriateness of the allowance for loan losses consists of: (1) a
general valuation allowance on identified problem loans; (2) a general valuation allowance on the remainder of the
loan portfolio and (3) a specific valuation allowance on loans classified as “loss.” Although we determine the
amount of each element of the allowance separately, the entire allowance for loan losses is available to absorb losses
in the loan portfolio.

We establish a general allowance on identified problem loans, including all classified loans, based on such
factors as: (1) the strength of the customer’s personal or business cash flows and personal guarantees; (2) the
availability of other sources of repayment; (3) the amount due or past due; (4) the type and value of collateral; 5)
the strength of our collateral position; (6) the estimated cost to sell the collateral; and (7) the borrower’s effort to
cure the delinquency.

We establish another general allowance for loans that are not classified to recognize the inherent probable
losses associated with lending activities. This general valuation allowance is determined by segregating the loans by
loan category and assigning allowance percentages to each category. The allowance percentages have been derived
using percentages commonly applied under the regulatory framework for Tempo Bank and other similarly-sized
institutions. The percentages may be adjusted for significant factors that, in management’s judgment, affect the
collectibility of the portfolio as of the evaluation date. These significant factors may include changes in lending
policies and procedures, changes in existing general economic and business conditions affecting our primary lending
areas, credit quality trends, collateral value, loan volumes and concentrations, seasoning of the loan portfolio, recent
loss experience in particular segments of the portfolio, duration of the current business cycle and bank regulatory
examination results. The applied loss factors are reevaluated periodically to ensure their relevance in the current
economic environment.

We identify loans that may need to be charged off as a loss by reviewing all delinquent loans, classified
loans and other loans that management may have concerns about collectibility. For individually reviewed loans, the
borrower’s inability to make payments under the terms of the loan or a shortfall in collateral value would result in
our charging off the loan or the portion of the loan that was impaired.
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The Office of Thrift Supervision, as an integral part of its examination process, periodicaily reviews our
allowance for loan losses. The Office of Thrift Supervision may require us to make additional provisions for loan
losses based on judgments different from ours.

The allowance for loan losses increased from $124,000 at March 31, 2008 to $165,000 at March 31, 2009.
The Bank’s percentage of allowance for loan losses to total loans increased to 0.21% at March 31, 2009 as compared
to 0.16% at March 31, 2008.

The following table sets forth the breakdown of the allowance for loan losses by loan category at the dates
indicated.

Table 15: Allocation of Allowance of Loan Losses

March 31,
2009 2008
% of % of
Loans in Loans in
Category Category
to Total to Total
(Dollars in thousands) Amount Loans Amount Loans
One- to four- family ........ocoveeericnennnn $133 8749% $ 75 87.33%
Multi-family........coocereeerernieiiininiiens — 1.42 — 1.21
Commercial real estate........ccccovvvieeennenne 2 4.25 8 3.60
Land....c.ooooociieee e i — 1.99 — 2.15
CONSUIMET .....eevvieeieinieeeieeresoneaeesnneessanns 30 4.85 18 5.71
Unallocated......cooeeveveeeeiinirerreeninceens — — 23 —
Total allowance for loan losses.......... $ 165 100.00% $124 100.00%

Although we believe that we use the best information available to establish the allowance for loan losses,
future adjustments to the allowance for loan losses may be necessary and our results of operations could be
adversely affected if circumstances differ substantially from the assumptions used in making the determinations.
Furthermore, while we believe we have established our allowance for loan losses in conformity with U.S. generally
accepted accounting principles, there can be no assurance that regulators, in reviewing our loan portfolio, will not
require us to increase our allowance for loan losses. In addition, because future events affecting borrowers and
collateral cannot be predicted with certainty, there can be no assurance that the existing allowance for loan losses is
adequate or that increases will not be necessary should the quality of any loans deteriorate as a result of the factors
discussed above. Any material increase in the allowance for loan losses may adversely affect our financial condition
and results of operations.
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Table 16: Analysis of Loan Loss Experience

Years Ended
March 31,

(Dollars in thousands) 2009 2008
Allowance at beginning of year..........c.ccccocecveviverecvercrennnne. $124 $ 130
Provision for 10an 10SSes..........cccceervecerereienieenireceeen e 59 80
Charge-offs:

One- to four- family.......c.cccovvveinrinren — (86)

Consumer loans ........... (18) (6)

Total charge-offs (18) (92)

Recoveries:

One- to four- family — 6

COoNSUMET 10ANS .....ocoeveriierrieiireciiieiee ettt — —

Total TECOVETIES ...ovveeeiiriecieieicieeieeercee et — 6

Net charge-0ffs ........cccoceivvvieiiiiiceicee e (18) (86)
Allowance at end of Year ..........cccovevveveiveeeeeeeccec e $ 165 $124
Allowance to nonperforming loans.............ccccevevreveerenrane.n. 9.26% 193.75%
Allowance to total loans outstanding

at the end of the year........covceievivereercceieseeeens 0.21 0.16
Net charge-offs (recoveries) to average

loans outstanding during the year............ccocecovevveerenennn.n. 0.02% 0.11%

Interest Rate Risk Management. Our earnings and the market value of our assets and liabilities are
subject to fluctuations caused by changes in the level of interest rates. We manage the interest rate sensitivity of our
interest-bearing liabilities and interest-earning assets in an effort to minimize the adverse effects of changes in the
interest rate environment. Deposit accounts typically react more quickly to changes in market interest rates than
mortgage loans because of the shorter maturities of deposits. As a result, sharp increases in interest rates may
adversely affect our earnings while decreases in interest rates may beneficially affect our earnings. To reduce the
potential volatility of our earnings, we have sought to improve the match between asset and liability maturities and
rates, while maintaining an acceptable interest rate spread. Our strategy for managing interest rate risk emphasizes:
originating balloon loans or loans with adjustable interest rates; and promoting core deposit products.

We have an Asset/Liability Management Committee to coordinate all aspects involving asset/liability
management. The committee establishes and monitors the volume, maturities, pricing and mix of assets and funding
sources with the objective of managing assets and funding sources to provide results that are consistent with
liquidity, growth, risk limits and profitability goals.

We use an interest rate sensitivity analysis that we prepare to review our level of interest rate risk. This
analysis measures interest rate risk, by computing changes in net portfolio value of our cash flows from assets,
liabilities and off-balance sheet items in the event of a range of assumed changes in market interest rates. Net
portfolio value represents the market value of portfolio equity and is equal to the market value of assets minus the
market value of liabilities, with adjustments made for off-balance sheet items. This analysis assesses the risk of loss
in market risk sensitive instruments in the event of a sudden and sustained 50 to 300 basis point increase or 50 to
100 basis point decreases in market interest rates with no effect given to any steps that we might take to counter the
effect of that interest rate movement. We measure interest rate risk by modeling the changes in net portfolio value
over a variety of interest rate scenarios. The following table presents the change in the net portfolio value of the
Bank at March 31, 2009 that would occur in the event of an immediate change in interest rates based on our
assumptions, with no effect given to any steps that we might take to counteract that change.
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Table 17: NPV Analysis

Net Portfolio Value Net Portfolio Value as % of
(Dollars in thousands) Portfolio Value of Assets
Basis Point (“bp”) Estimated
Change in Rates $ Amount $ Change % Change NPV Ratio Change in bp
300bp $ 12,550 $ 423 3.49% 13.85% 114 bp
200 13,221 1,094 9.02 14.22 151
100 13,085 958 7.90 13.82 111
50 13,513 1,386 11.43 13.97 126
0 12,127 — — 12.71 —
(50) 12,126 (H (0.01) 12.71 —
(100) 10,542 (1,585) (13.07) 11.04 (167)

We use certain assumptions in assessing our interest rate risk. These assumptions relate to interest rates,
loan prepayment rates, deposit decay rates, and the market values of certain assets under differing interest rate
scenarios, among others. As with any method of measuring interest rate risk, certain shortcomings are inherent in
the method of analysis presented in the foregoing table. For example, although certain assets and liabilities may
have similar maturities or periods to repricing, they may react in different degrees to changes in market interest
rates. Also, the interest rates on certain types of assets and liabilities may fluctuate in advance of changes in market
interest rates, while interest rates on other types may lag behind changes in market rates. Additionally, certain
assets, such as adjustable-rate mortgage loans, have features that restrict changes in interest rates on a short-term
basis and over the life of the asset. Further, in the event of a change in interest rates, expected rates of prepayments
on loans and early withdrawals from certificates could deviate significantly from those assumed in calculating the
table.

Liquidity Management. Liquidity is the ability to meet current and future financial obligations of a
short-term nature. Our primary sources of funds consist of deposit inflows, loan repayments, maturities of and
payments on investment securities and borrowings from the Federal Home Loan Bank of Chicago. While maturities
and scheduled amortization of loans and securities are predictable sources of funds, deposit flows and mortgage
prepayments are greatly influenced by general interest rates, economic conditions and competition.

We regularly adjust our investments in liquid assets based upon our assessment of (1) expected loan
demand, (2) expected deposit flows, (3) yields available on interest-earning deposits and securities and (4) the
objectives of our asset/liability management policy.

Our most liquid assets are cash and cash equivalents. The levels of these assets depend on our operating,
financing, lending and investing activities during any given period. At March 31, 2009, cash and cash equivalents
totaled $8.9 million. In addition, at March 31, 2009, we had the ability to borrow up to a total of $33.2 million from
the Federal Home Loan Bank of Chicago. On March 31, 2009, we had $14.0 million of advances outstanding.

A significant use of our liquidity is the funding of loan originations. At March 31, 2009, we had fixed-rate
mortgage loan commitments of $95,000 outstanding. Historically, many of the commitments expire without being
fully drawn; therefore, the total commitment amounts do not necessarily represent future cash requirements.
Another significant use of our liquidity is the funding of deposit withdrawals. Certificates of deposit due within one
year of March 31, 2009 totaled $34.0 million, or 72.90% of certificates of deposit. The large percentage of
certificates of deposit that mature within one year reflects customers’ hesitancy to invest their funds for long periods
in the recent low interest rate environment. If these maturing deposits do not remain with us, we will be required to
seek other sources of funds, including other certificates of deposit and borrowings. Depending on market
conditions, we may be required to pay higher rates on such deposits or other borrowings than we currently pay on
the certificates of deposit due on or before March 31, 2010. We believe, however, based on past experience that a
significant portion of our certificates of deposit will remain with us. We have the ability to attract and retain
deposits by adjusting the interest rates offered.

Our primary investing activity is the origination of loans. Our primary financing activities consist of
activity in deposit accounts and Federal Home Loan Bank advances. Deposit flows are affected by the overall level
of interest rates, the interest rates and products offered by us and our local competitors and other factors. We
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generally manage the pricing of our deposits to be competitive. Occasionally, we offer promotional rates on certain
deposit products to attract deposits.

Capital Management. We are subject to various regulatory capital requirements administered by the
Office of Thrift Supervision, including a risk-based capital measure. The risk-based capital guidelines include both
a definition of capital and a framework for calculating risk-weighted assets by assigning balance sheet assets and
off-balance sheet items to broad risk categories. At March 31, 2009, we exceeded all of our regulatory capital
requirements. We are considered “well capitalized” under regulatory guidelines. See “Regulation and
Supervision—Federal Savings Institution Regulation—Capital Requirements,” and note 9 of notes to the
consolidated financial statements.

The capital from the offering has significantly increased our liquidity and capital resources. Over time, the
initial level of liquidity will be reduced as net proceeds from the stock offering are used for general corporate
purposes, including the funding of lending activities. Our financial condition and results of operations will be
enhanced by the capital from the offering, resulting in increased net interest-earning assets and net earnings.
However, the large increase in equity resulting from the capital raised in the offering will, initially, have an adverse
impact on our return on equity. We may use capital management tools such as cash dividends and common share
repurchases.

Off-Balance Sheet Arrangements. In the normal course of operations, we engage in a variety of
financial transactions that, in accordance with generally accepted accounting principles, are not recorded in our
financial statements. These transactions involve, to varying degrees, elements of credit, interest rate and liquidity
risk. Such transactions are used primarily to manage customers’ requests for funding and take the form of loan
commitments and lines of credit. For information about our loan commitments and unused lines of credit, see
note 10 of notes to the consolidated financial statements.

For the years ended March 31, 2009 and 2008, we did not engage in any off-balance sheet transactions
reasonably likely to have a material effect on our financial condition, results of operations or cash flows.
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Impact of Recent Accounting Pronouncements

For a discussion of the impact of recent accounting pronouncements, see note 1 of the notes to consolidated
financial statements included in this Form 10-K.

Effect of Inflation and Changing Prices

The financial statements and related financial data presented in this Form 10-K have been prepared in
accordance with U.S. generally accepted accounting principles, which require the measurement of financial position
and operating results in terms of historical dollars without considering the change in the relative purchasing power
of money over time due to inflation. The primary impact of inflation on our operations is reflected in increased
operating costs. Unlike most industrial companies, virtually all the assets and liabilities of a financial institution are
monetary in nature. As a result, interest rates generally have a more significant impact on a financial institution’s
performance than do general levels of inflation. Interest rates do not necessarily move in the same direction or to the
same extent as the prices of goods and services.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Information required by this item is incorporated by reference to Part II, Item 7, “Management’s
Discussion and Analysis of Financial Condition and Results of Operations.”

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Information required by this item is included herein beginning on page F-1.-

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON
ACCOUNTING AND FINANCIAL DISCLOSURE

None.
ITEM 9A(T). CONTROLS AND PROCEDURES
(a) Disclosure Controls and Procedures

The Company’s management, including the Company’s principal executive officer and principal financial
officer, have evaluated the effectiveness of the Company’s “disclosure controls and procedures,” as such term is
defined in Rule 13a-15(¢) promulgated under the Securitics Exchange Act of 1934, as amended, (the “Exchange
Act”). Based upon their evaluation, the principal executive officer and principal financial officer concluded that, as
of the end of the period covered by this report, the Company’s disclosure controls and procedures were effective for
the purpose of ensuring that the information required to be disclosed in the reports that the Company files or submits
under the Exchange Act with the Securities and Exchange Commission (the “SEC”) (1) is recorded, processed,
summarized and reported within the time periods specified in the SEC’s rules and forms, and (2) is accumulated and
communicated to the Company’s management, including its principal executive and principal financial officers, as
appropriate to allow timely decisions regarding required disclosure.

(b) Internal Controls Over Financial Reporting

Management’s annual report on internal control over financial reporting is incorporated herein by reference
to the section “Management’s Report on Internal Control over Financial Reporting” in this Annual Report on Form
10-K.

(c) Changes to Internal Control Over Financial Reporting
There were no changes in the Company’s internal control over financial reporting during the three months

ended March 31, 2009 that have materially affected, or are reasonably likely to materially affect, the Company’s
internal control over financial reporting.
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ITEM 9B. OTHER INFORMATION

None.
PART Il

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Directors

For information concerning the directors and executive officers of the Company, the information contained
under the sections captioned “Items to be Voted on by Stockholders — Item | — Election of Directors” in Sugar Creek
Financial Corp.’s Proxy Statement for the 2009 Annual Meeting of Stockholders (“Proxy Statement”) is
incorporated by reference.

Executive Officers

For information relating to officers of the Company, the section captioned “Items to be Voted on by
Stockholders — Item 1 — Election of Directors” in the Proxy Statement, and Part I, Item 1, “Business—Executive
Officers of the Registrant” in this Annual Report on Form 10-K are incorporated by reference.
Compliance with Section 16(a) of the Exchange Act

For information regarding compliance with Section 16(a) of the Exchange Act, the section captioned
“Other Information Relating to Directors and Executive Officers — Section 16(a) Beneficial Ownership Reporting
Compliance” in the Proxy Statement is incorporated by reference.

Corporate Governance

For information concerning the audit committee and the audit committee financial expert, the section
captioned “Corporate Governance and Board Matters — Committees of the Board of Directors — Audit Committee”
in the Proxy Statement is incorporated by reference.

Disclosure of Code of Ethics
The Company has adopted a Code of Ethics and Business Conduct, which is available to stockholders,

without charge, upon written request to Phyllis J. Brown, Corporate Secretary, Sugar Creek Financial Corp., 28
West Broadway, Trenton, Illinois 62293.

ITEM 11. EXECUTIVE COMPENSATION

For information regarding executive compensation, the sections captioned “Executive Compensation” and
“Director Compensation” in the Proxy Statement is incorporated by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT AND RELATED STOCKHOLDER MATTERS

(a) Securities Authorized for Issuance under Equity Compensation Plans

The following table sets forth information, as of March 31, 2009, about Company common stock that may
be issued under the Sugar Creek Financial Corp. 2007 Equity Incentive Plan, which was approved by the
Company’s stockholders at the 2007 Annual Meeting of Stockholders.
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Number of securities
remaining available for

Number of securities to Weighted-average future issuance under equity
be issued upon exercise exercise price of compensation plans
of outstanding options, outstanding options, (excluding securities
Plan category warrants and rights warrants and rights reflected in the first column)
Equity compensation plans
approved by security
holders ..ccocvvvvevvieeirciiivreeen. — — 44,437
Equity compensation plans
not approved by security
holders ........covevvvniciiinnnne. — — —
Total..oooooevieieeeieeeeiie e - — 44,437

(b) Security Ownership of Certain Beneficial Owners

Information required by this item is incorporated herein by reference to the section captioned “Stock
Ownership” in the Proxy Statement.

(c) Security Ownership of Management

Information required by this item is incorporated herein by reference to the section captioned “Stock
Ownership” in the Proxy Statement.

(d) Changes in Control
Management of Sugar Creek Financial knows of no arrangements, including any pledge by any person of

securities of Sugar Creek Financial, the operation of which may at a subsequent date result in a change in control of
the registrant.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND
DIRECTOR INDEPENDENCE

Information regarding transactions with related persons is incorporated herein by reference to the sections
captioned “Transactions with Related Persons” in the Proxy Statement.

Information regarding director independence is incorporated herein by reference to the section captioned
“Corporate Governance and Board Matters — Director Independence.”

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this item is incorporated herein by reference to the sections captioned “Item 2
— Ratification of the Independent Registered Public Accounting Firm — Audit and Other Fees” and “Item 2 —
Ratification of the Independent Registered Public Accounting Firm — Pre-Approval of Services by the Independent
Registered Public Accounting Firm.”
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ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

€)) The financial statements required in response to this item are incorporated by reference from Item 8 of this
report.
) All financial statement schedules are omitted because they are not required or applicable, or the required

information is shown in the consolidated financial statements or the notes thereto.
3) Exhibits

3.1 Charter of Sugar Creek Financial "

32 Bylaws of Sugar Creek Financial "

4.0 Stock Certificate of Sugar Creek Financial @

10.1  *Tempo Bank Employment Agreement with Robert J. Stroh, Jr., as amended

10.2 *Sugar Creek Financial Employment Agreement with Robert J. Stroh, Jr., as amended ©

10.3 *Tempo Bank Employment Agreement with Francis J. Eversman, as amended @

104 *Sugar Creek Financial Employment Agreement with Francis J. Eversman, as amended ®

10.5 *Tempo Bank Employee Severance Compensation Plan, as amended

10.6 *Sugar Creek Financial Corp. 2007 Equity Incentive Plan

21.0 Subsidiaries of the Registrant

23.0 Consent of Michael Trokey & Company, P.C.

31.0 Rule 13a-14(a)/15d-14(a) Certification of Chief Executive Officer and Chief Financial Officer

32.0 Section 1350 Certification

*  Management contract or compensatory plan, contract or arrangement.

(1) Incorporated by reference into this document from the Exhibits filed with the Securities and Exchange Commission on the
Annual Report on Form 10-KSB (File No. 000-52532), filed on June 27, 2007.

(2) Incorporated by reference into this document from the Exhibits filed with the Securities and Exchange Commission on the
Registration Statement on Form SB-2, (File No. 333-139332) and any amendments thereto.

(3) Incorporated by reference into this document from the Exhibits filed with the Securities and Exchange Commission on the
Quarterly Report on Form 10-Q (File No. 000-52532), filed on February 10, 2009.

(4) Incorporated by reference into this document from Appendix A to the Proxy Statement for the 2007 Annual Meeting of
Stockholders (File No. 000-52532), filed with the Securities and Exchange Commission on October 15, 2007.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Date: June 26, 2009

SUGAR CREEK FINANCIAL CORP.

/s/ Robert J. Stroh, Jr.

Robert J. Stroh, Jr.
Chairman, Chief Executive Officer and Chief Financial
Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the registrant in the capacities and on the dates indicated.

Name

/s/ Robert J. Stroh, Jr.

Robert J. Stroh, Jr.

/s/ Francis J. Eversman

Francis J. Eversman

/s/ Timothy W. Deien

Timothy W. Deien

/s/ Timothy P. Fleming

Timothy P. Fleming

/s/ Daniel S. Reilly

Daniel S. Reilly

/s/ Gary R. Schwend

Gary R. Schwend

Title Date
Chairman, Chief Executive Officer and June 26, 2009
Chief Financial Officer (principal
executive officer and principal financial
officer)

June 26, 2009

President, Chief Operating Officer and

Director

Director

Director

Director

Director
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Management’s Report on Internal Control Over Financial Reporting

The management of the Company is responsible for establishing and maintaining adequate internal control
over financial reporting. The internal control process has been designed under our supervision to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of the Company’s financial statements
for external reporting purposes in accordance with accounting principles generally accepted in the United States of
America.

Management conducted an assessment of the effectiveness of the Company’s internal control over financial
reporting as of March 31, 2009, utilizing the framework established in Internal Control — Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Based on this
assessment, management has determined that the Company’s internal control over financial reporting as of March
31, 2009 is effective.

Our internal control over financial reporting includes policies and procedures that pertain to the
maintenance of records that accurately and fairly reflect, in reasonable detail, transactions and dispositions of assets;
and provide reasonable assurances that: (1) transactions are recorded as necessary to permit preparation of financial
statements in accordance with accounting principles generally accepted in the United States; (2) receipts and
expenditures are being made only in accordance with authorizations of management and the directors of the
Company; and (3) unauthorized acquisition, use, or disposition of the Company’s assets that could have a material
effect on the Company’s financial statements are prevented or timely detected.

All internal control systems, no matter how well designed, have inherent limitations. Therefore, even those
systems determined to be effective can provide only reasonable assurance with respect to financial statement
preparation and presentation. Also, projections of any evaluation of effectiveness to future periods are subject to the
risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with
the policies or procedures may deteriorate.

This annual report does not include an attestation report of the Company’s independent registered public
accounting firm regarding internal control over financial reporting. Management’s report was not subject to
attestation by the Company’s independent registered public accounting firm pursuant to temporary rules of the
Securities and Exchange Commission that permit the Company to provide only management’s report in this annual
report. ' ’ :
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MICHAEL TROKEY & COMPANY, P.C.

CERTIFIED PUBLIC ACCOUNTANTS
10411 CLAYTON ROAD
ST. LOUIS, MISSOURI 63131

Report of Independent Registered Public Accounting Firm

Audit Committee, Board of Directors and Stockholders
Sugar Creek Financial Corp.
Trenton, lllinois

We have audited the accompanying consolidated balance sheets of Sugar Creek Financial
Corp. as of March 31, 2009 and 2008 and the related consolidated statements of earnings,
stockholders’ equity and cash flows for the years then ended. These financial statements
are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide
a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the financial position of Sugar Creek Financial Corp. as of March 31,
2009 and 2008, and the results of their operations and their cash flows for the years then
ended in conformity with U.S. generally accepted accounting principles.

We were not engaged to examine management’s assertion about the effectiveness of
Sugar Creek Financial Corp.’s internal control over financial reporting as of March 31,
2009 included in the accompanying Management’s report on internal control over financial
reporting and, accordingly, we do not express an opinion thereon.

St. Louis, Missouri N
June 26, 2009 \/,, /N 42;—7 AN



SUGAR CREEK FINANCIAL CORP. AND SUBSIDIARY

Consolidated Balance Sheets

Assets

Cash and due from banks
Federal funds sold
FHLB daily investment account
Cash and cash equivalents
Stock in Federal Home Loan Bank of Chicago
Loans receivable, net of allowance for loan losses
of $165,323 at March 31, 2009 and $124,287 at March 31, 2008
Premises and equipment, net
Foreclosed real estate, net of allowance for loss of $28,000 at March 31, 2009
Accrued interest receivable on loans
Other assets, including prepaid income taxes of $20,646 at March 31, 2008
Total assets

Liabilities and Stockholders' Equity
Deposits
Accrued interest payable on deposits
Advances from FHLB of Chicago
Advances from borrowers for taxes and insurance
Other liabilities
Accrued income taxes
Deferred tax liability
Total liabilities
Commitments and contingencies
Stockholders' equity:
Preferred stock, $.01 par value, 1,000,000 shares
authorized; none issued or outstanding
Common stock, $.01 par value, 14,000,000 shares
authorized; 906,879 shares issued
Additional paid-in capital
Treasury stock, at cost, 6,772 shares
Common stock acquired by employee stock ownership plan
Retained earnings - substantially restricted
Total stockholders' equity
Total liabilities and stockholders' equity

See accompanying notes to consolidated financial statements.
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$

March 31,
2009 2008
775,208 607,687
5,611,104 929,733
2,543,514 1,629,805
8,929,826 3,167,225
1,660,145 1,660,145
79,129,004 79,803,742
1,130,874 1,036,555
357,847 385,847
315,727 329,079
204,640 223,594
91,728,063 86,606,187
67,076,374 59,181,449
193,674 233,399
14,000,000 17,000,000
310,026 342,017
254,856 247,438
257,564 -
361,865 436,865
82,454,359 77,441,168
9,069 9,069
3,213,361 3,341,901
(56,157) -
(302,167) (325,866)
6,409,598 6,139,915
9,273,704 9,165,019
91,728,063 86,606,187




SUGAR CREEK FINANCIAL CORP. AND SUBSIDIARY

Consolidated Statements of Earnings

Years Ended March 31,

2009 2008
Interest income:
Loans receivable $ 4,968,873 4,880,189
Securities - 13,051
Other interest-earning assets 27,992 114,894
Total interest income 4,996,865 5,008,134
Interest expense:
Deposits 1,858,051 2,044,657
Advances from FHLB of Chicago 799,542 957,685
Total interest expense 2,657,593 3,002,342
Net interest income 2,339,272 2,005,792
Provision for loan losses 59,007 80,436
Net interest income after provision for loan losses 2,280,265 1,925,356
Noninterest income:
Loan service charges 20,103 24,183
Service charges on deposit accounts 166,795 133,050
Other 19,980 18,242
Total noninterest income 196,878 175,475
Noninterest expense:
Compensation and benefits 1,032,751 1,178,909
Occupancy expense 113,965 99,682
Equipment and data processing 362,908 328,372
FDIC premium expense 50,647 6,969
Advertising 43,826 38,514
Supplies expense 32,456 36,962
Professional and regulatory fees 151,936 137,859
Other 247,867 174,455
Total noninterest expense 2,036,356 2,001,722
Earnings before income taxes 440,787 99,109
Income tax expense 171,104 28,000
Net earnings $ 269,683 71,109
Basic and diluted earnings per share $ 0.31 0.08
Dividends per share $ 0.00 0.00

See accompanying notes to unaudited consolidated financial statements.
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SUGAR CREEK FINANCIAL CORP. AND SUBSIDIARY

Consolidated Statements of Stockholders’ Equity

Years Ended March 31, 2009 and 2008

Common
Additional Stock Total
Common Paid-in Treasury Acquired Retained Stockholders'
Stock Capital Stock by ESOP Earnings Equity

Balance at March 31, 2007 3 - - - - 6,068,806 6,068,806
Net earnings - - - - 71,109 71,109
Proceeds from sale of common

stock after distribution of

$50,000 to MHC 9,069 3,342,509 - (355,490) - 2,996,088
Amortization of ESOP award - (608) - 29,624 - 29,016
Balance at March 31, 2008 9,069 3,341,901 - (325,866) 6,139,915 9,165,019
Net earnings - - - - 269,683 269,683
Repurchase of common stock - - (200,066) - - (200,066)
Amortization of ESOP award - (3,257) - 23,699 - 20,442
Equity incentive plan expense - 18,626 - - - 18,626
Treasury shares used to fund

equity incentive plan - (143,909) 143,909 - - -
Balance at March 31, 2009 % 9,069 3,213,361 (56,157) (302,167) 6,409,508 9,273,704

See accompanying notes to consolidated financial statements.




SUGAR CREEK FINANCIAL CORP. AND SUBSIDIARY

Consolidated Statements of Cash Flows

Cash flows from operating activities:
Net earnings
Adjustments to reconcile net earnings to net
cash provided by (used for) operating activities:
Depreciation
ESOP expense
Equity incentive plan expense
Amortization of deferred loan fees, net
Provision for loan losses
Provision for losses on foreclosed real estate
Decrease (increase) in accrued interest receivable
Decrease (increase) in other assets
Increase (decrease) in:
Accrued interest on deposits
Other liabilities
Accrued income taxes
Deferred income tax liability
Net cash provided by (used for) operating activities
Cash flows from investing activities:
Net change in loans receivable
Purchase of premises and equipment
Additions to foreclosed real estate
Net cash provided by (used for) investing activities
Cash flows from financing activities:
Net increase (decrease) in deposits
Increase (decrease) in advances from
borrowers for taxes and insurance
Proceeds from advances from FHLB
Repayment of advances from FHLB
Proceeds from sale of common stock, net
Repurchase of common stock
Net cash provided by (used for) financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
Supplemental disclosures - cash paid (received):
Interest on deposits and advances from FHLB
Federal and state income taxes

Real estate and repossessions acquired in settlement of loans

See accompanying notes to consolidated financial statements.
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Years Ended March 31,

2009 2008
269,683 71,109
106,018 90,303
20,442 29,016
18,626 -
(34,173) (24,211)
59,007 80,436
28,000 -
13,352 (11,838)
18,954 393,811
(39,725) (11,248)
7,418 86,135
257,564 -
(75,000) 16,000
650,166 719,513
649,904 (306,501)
(200,337) (259,960)
- (18,340)
449,567 (584,801)
7,894,925 (4,988,778)
(31,991) 66,496
19,500,000 22,000,000
(22,500,000)  (24,000,000)
- 2,996,088
(200,066) -
4,662,868 (3,926,194)
5,762,601 (3,791,482)
3,167,225 6,958,707
8,929,826 3,167,225
2,710,167 3,016,701
(31,755) 36,158
47,299 540,507



SUGAR CREEK FINANCIAL CORP. AND SUBSIDIARY

Notes to Consolidated Financial Statements
Years Ended March 31, 2009 and 2008

(1) Summary of Significant Accounting Policies

On April 3, 2007, Tempo Bank (“Bank”) completed its reorganization into a two-tier holding company
structure and Sugar Creek Financial Corp. (“Company”) completed its initial public offering. As part of
the reorganization, the Bank became a capital stock savings bank and a wholly-owned subsidiary of
the Company, which became the majority-owned subsidiary of Sugar Creek MHC (“MHC”). In
connection with the offering, the Company sold 408,095 shares, or 45% of its common stock, to
eligible depositors of the Bank, an employee stock ownership plan and members of the general
public at a price of $10 per share. In addition, the Company issued 498,784 shares, or 55% of its
common stock, to the MHC. The significant accounting policies which the Company and Bank follow
in preparing and presenting their consolidated financial statements were:

a. The consolidated financial statements include the accounts of the Company and its wholly-owned
subsidiary, Tempo Bank. The Company’s principal business is the business of the Bank. All
significant intercompany accounts and transactions have been eliminated.

b. For purposes of reporting cash flows, cash and cash equivalents include cash and due from banks,
federal funds sold and the FHLB daily investment account, all with original maturities of three
months or less. Interest-bearing funds in cash and cash equivalents were $7,704,618 and
$2,108,632 at March 31, 2009 and 2008, respectively.

c. Stock in Federal Home Loan Bank of Chicago ("FHLBC") is recorded at cost, which represents
historical redemption value. On October 10, 2007, the FHLBC entered into a consensual cease and
desist order with the Federal Housing Finance Board Office of Supervision which limits the ability of
the FHLBC to redeem stock or pay dividends. The FHLBC has not declared a dividend since the
second calendar quarter of 2007. As a result, no dividends on FHLBC stock were accrued at March
31, 2009 or 2008. At March 31, 2009, $921,000 of the Bank’'s FHLBC stock consisted of excess
stock. Excess stock is stock held by members over the amount required as a condition of
membership or for borrowings from the FHLBC. The required investment in the common stock is
based upon a percentage of the Bank’s assets and FHLB advances.

FHLBC stock is evaluated for impairment in accordance with Statement of Position 01-06,
“Accounting by Certain Entities (Including Entities with Trade Receivables) That Lend to or Finance
the Activities of Others.” Determination of whether the FHLBC stock is impaired is based on the
assessment of the ultimate recoverability of cost rather than by recognizing declines in value. The
-determination of whether a decline affects the ultimate recoverability of costs is influenced by the
significance of the decline in net assets compared to the capital of the FHLBC and the length of
time this situation has persisted; the ability of the FHLBC to make payments required by law or
regulation and operating performance; the impact of legislative and regulatory changes on member
institutions and customer base and the liquidity position of the FHLBC.

Management believes that no impairment charge on FHLBC stock is necessary at March 31, 2009.
d. Loans receivable,. net are carried at unpaid principal balances, less allowance for losses, net
deferred loan fees and loans in process. Loan origination and commitment fees and certain direct

loan origination costs are deferred and amortized to interest income over the contractual life of the
loan using the interest method.
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SUGAR CREEK FINANCIAL CORP. AND SUBSIDIARY

Notes to Consolidated Financial Statements

e. Specific valuation allowances are established for impaired loans for the difference between the loan
amount and the fair value of collateral less estimated selling costs. The Bank considers a loan to be
impaired when, based on current information and events, it is probable that the Bank will be unable
to collect all amounts due according to the contractual terms of the loan agreement on a timely
basis. Such loans are placed on nonaccrual status at the point deemed uncollectible. Impairment
losses are recognized through an increase in the allowance for loan losses. A loan is considered
delinquent when a payment has not been made by the contractual due date.

f. Allowance for losses is available to absorb losses incurred on loans receivable and represents
additions charged to expense, less net charge-offs. Loans are charged-off in the period deemed
uncollectible. Recoveries of loans previously charged-off are recorded when received. In
determining the allowance for losses to be maintained, management evaluates current economic
conditions, past loss and collection experience, fair value of the underlying collateral and risk
characteristics of the loan portfolio. Management believes that all known and inherent losses in the
loan portfolio that are probable and reasonable to estimate have been recorded as of each balance
sheet date.

g. Premises and equipment, net are carried at cost, less accumulated depreciation. Depreciation of
premises and equipment is computed using the straight-line method based on the estimated useful
lives of the related assets. Estimated lives are fifteen to forty years for the office buildings and
improvements and three to ten years for furniture and equipment. '

h. Foreclosed real estate held for sale is carried at the lower of cost or fair value less estimated selling
costs. Costs relating to improvement of foreclosed real estate are capitalized. Allowance for losses
is available when necessary to absorb losses incurred on foreclosed real estate and represents
additions charged to expense, less net gains or losses. In determining the allowance for losses to
be maintained, management evaluates current economic conditions, fair value of the underlying
collateral and risk characteristics of foreclosed real estate held for sale. Foreclosed assets also
include properties for which the Bank has taken physical possession, even though formal
foreclosure proceedings have not taken place.

i. Interest on securities and loans receivable is accrued as earned. Interest on loans receivable deemed
uncollectible is excluded from income until collected. When a loan is classified as nonaccrual,
accrued interest is reversed against current income. Subsequent collection of interest on
nonaccrual loans is recorded as income when received or applied to reduce the loan balance.
Accrual of interest is resumed on previously classified nonaccrual loans, when there is no longer
any reasonable doubt as to the timely collection of interest.

j. Deferred income tax assets and liabilities are computed for differences between the financial
statement and tax bases of assets and liabilities that will result in taxable or deductible amounts in
the future based on enacted tax laws and rates applicable to the periods in which the differences
are expected to affect taxable income. Valuation allowances are established when necessary to
reduce deferred tax assets to the amount that will more likely than not be realized. Income tax
expense is the tax payable or refundable for the period plus or minus the net change in the deferred
tax assets and liabilities.

The Company adopted the provisions of FASB Interpretation (“FIN”) No. 48, “Accounting for
Uncertainty in Income Taxes - an interpretation of FASB No. 109,” effective April 1, 2007. There was
no cumulative effect on adoption of FIN 48. A tax position is recognized as a benefit only if it is “more
likely than not” that the tax position would be sustained in a tax examination, with a tax examination
being presumed to occur. The amount recognized is the largest amount of tax benefit that is greater
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than 50% likely of being realized on examination. For tax positions not meeting the “more likely than
not” test, no tax benefit is recorded. The Company recognizes interest and penalties related to tax
positions in income tax expense.

k. The cost of shares issued to the ESOP, but not yet committed to be released, is shown as a
reduction of stockholders’ equity. For ESOP shares committed to be released, the Bank recognizes
compensation expense equal to the average fair value of the shares committed to be released
during the period in accordance with the provisions of Statement of Position 93-6. To the extent
that the fair value of the ESOP shares differs from the cost of such shares, the difference is charged
or credited to stockholders’ equity as additional paid-in capital.

On April 3, 2007, the date of the conversion to a public company, the Company adopted SFAS No.
123 (R), “Share-Based Payment,” using the modified prospective method. Under this method
compensation expense is recognized based on the fair value of awards granted, which includes
restricted stock and stock options, at the grant date and is recognized on a straight-line basis over
the requisite service period, generally defined as the vesting period.

I. Earnings per share are based upon the weighted-average shares outstanding. ESOP shares, which
have been committed to be released, are considered outstanding and stock options and restricted
stock to the extent dilutive. Under the treasury stock method, stock options and restricted stock are
dilutive when the average market price of the Company’s common stock and effect of any
unamortized compensation expense exceeds the exercise price during the period. In addition,
proceeds from the assumed exercise of dilutive stock options and restricted stock and related tax
benefit are assumed to be used to repurchase common stock at the average market price during
the period.

Years Ended March 31,

2009 2008
Net earnings $ 269,683 71,109
Weighted-average shares - Basic EPS 865,926 872,515
Effect of dilutive stock awards 1,019 -
Weighted-average shares - Diluted EPS 866,945 872,515
Basic earnings per common share $ 0.31 0.08
Diluted earnings per common share $ 0.31 0.08
$

Anti-dilutive shares

m.The following paragraphs summarize recent accounting pronouncements:

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements,” to define fair value,
establish a framework for measuring fair value and expand disclosures about fair values. The
Statement is effective for financial statements issued for fiscal years beginning after November 15,
2007, and interim periods within those fiscal years. SFAS No. 157 was adopted April 1, 2008 and did
not have a material impact on the Company's financial position or results of operation.
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In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and
Financial Liabilities.” SFAS No. 159 permits entities to choose to measure many financial
instruments and certain other items at fair value. Entities shall report unrealized gains and losses
on those items which the fair value option has been elected in earnings. SFAS No. 159 is effective
as of the beginning of an entity’s first fiscal year that begins after November 15, 2007. SFAS No.
159 was adopted April 1, 2008 and did not have a material impact on the Company’s financial position
or results of operation.

In December 2007, the FASB issued SFAS No. 160, “Noncontrolling Interests in Consolidated

Financial Statements - an amendment of ARB No. 51.” SFAS No. 160 improves the relevance,
comparability, and transparency of the financial information that an entity provides in its
consolidated financial statements by establishing accounting and reporting standards for a
noncontrolling interest or minority interest, the portion of equity in a subsidiary not attributable,
directly or indirectly, to a parent.

In December 2007, the FASB issued SFAS No. 141 (revised 2007) (R), “Business Combinations.”
SFAS No. 141 (R) improves the relevance, representational faithfulness, and comparability of the
financial information that an entity provides in its financial reports regarding business combinations
and its effects.

SFAS No. 160 and SFAS No. 141 (R) are effective for fiscal years, and interim periods within those
fiscal years, beginning after December 15, 2008. SFAS No. 160 and SFAS No. 141 (R) were
adopted April 1, 2009 and did not have a material impact on the Company’s financial position or
results of operation.

In March 2008, the FASB issued SFAS No. 161, “Disclosures. about Derivative Instruments and
Hedging Activities — an amendment of FASB Statement No. 133.” SFAS No. 161 requires
enhanced disclosures about an entity’s derivative and hedging activities and improves the
transparency of financial reporting. SFAS No. 161 is effective for financial statements issued for
fiscal years and interim periods beginning after November 15, 2008, with earlier application
encouraged. SFAS No. 161 was adopted April 1, 2009 and did not have a material impact on the
Company's financial position or results of operation. At March 31, 2009, the Company did not have
any derivative instruments nor hedging activities.

In May 2008, the FASB issued SFAS No. 162, “The Hierarchy of Generally Accepted Accounting
Principles.” SFAS No. 162 identifies the sources of accounting principles and the framework for
selecting the principles to be used in preparation of financial statements that are presented in
conformity with U.S. generally accepted accounting principles. SFAS No. 162 is effective 60 days
following the SEC’s approval of the PCAOB amendments to AU Section 411, “The Meaning of
Present Fairly in Conformity With Generally Accepted Accounting Principles.”

In February 2008, the FASB issued FASB Staff Position (“FSP”) SFAS No. 157-2, “Effective Date of
FASB Statement No. 157.” The Bank adopted this FSP for non-financial assets and liabilities that are
not recognized or disclosed at fair value in the financial statements, effective April 1, 2009. The FSP
did not have a material impact on the Company’s financial condition or results of operation.

In April 2009, the FASB issued FSP SFAS No. 157-4, “Determining Fair Value When the Volume and
Level of Activity for the Asset or Liability Have Significantly Decreased and Identifying Transactions
That Are Not Orderly.” FSP SFAS No. 157-4 provides factors to determine whether there has been
a significant decrease in the volume and level of activity for the asset or liability and circumstances
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that may indicate that a transaction is not orderly. In those instances, adjustments to the
transactions or quoted prices may be necessary to estimate fair value with SFAS No. 157. This
FSP does not apply to Level 1 inputs. FSP SFAS No. 157 also requires additional disclosures,
including inputs and valuation techniques used, and changes thereof, to measure the fair value.
FSP SFAS No. 157-4 is effective for interim and annual reporting periods ending after June 15,
2009. This FSP amends SFAS No. 157 and supersedes FSP SFAS No. 157-3. FSP SFAS No.
157-4 will be adopted, effective June 30, 2009, and is not expected to have a material impact on the
Company’s financial position or results of operation.

In April 2009, the FASB issued FSP SFAS No. 115-2 and SFAS No. 124-2, “Recognition and
Presentation of Other-Than-Temporary Impairments.” FSP SFAS No. 115-2 and SFAS No. 124-2
applies to debt securities classified as available-for-sale and held-to-maturity and makes other-than-
temporary impairment guidance more operational and improves related presentation and disclosure
requirements. This FSP requires that impairment losses related to credit losses will be included in
earnings. Impairments related to other factors will be included in other comprehensive income,
when management asserts it does not have the intent to sell the security and it is not more likely
than not that it will have to sell the security before its recovery.

For debt securities held at the beginning of the interim period of adoption for which an other-than-
temporary impairment was previously recognized, if the entity does not intend to sell and it is not
more likely than not that it will be required to sell the security before recovery of its amortized cost
basis, the entity will recognize the cumulative-effect adjustment, including related tax effects, to the
beginning balance of retained earnings and corresponding adjustment to accumulated other
comprehensive income. FSP SFAS No. 115-2 and SFAS No. 124-2 is effective for interim and
annual periods ending after June 15, 2009. This FSP amends SFAS No. 115 and other related
guidance. FSP SFAS No. 115-2 and SFAS No. 124-2 will be adopted, effective June 30, 2009, and
is not expected to have a material impact on the Company’s financial position or results of
operations.

In April 2009, the FASB issued FSP SFAS No. 107-1 and APB No. 28-1, “Interim Disclosures about
Fair Value of Financial Instruments.” This FSP requires public entities to disclose the fair values of
financial instruments for interim reporting periods. FSP SFAS No. 107-1 and APB No. 28-1 is
effective for interim reporting periods after June 15, 2009. The Company will adopt this FSP as of
June 30, 2009.

In April 2009, the FASB issued FSP SFAS No. 141 (R)-1, “Accounting for Assets Acquired and
Liabilities Assumed in a Business Combination That Arise from Contingencies.” This FSP amends
and clarifies application issues regarding the initial recognition, measurement, accounting and
disclosure of assets and liabilities arising from contingencies in a business combination. FSP SFAS
No. 141 (R)-1 is effective for business combinations that occur during the first annual reporting
period beginning after December 15, 2008. FSP SFAS No. 141 (R)-1 was adopted April 1, 2009
and did not have a material impact on the Company’s financial position or results of operation.

In May 2009, the FASB issued SFAS No. 165, “Subsequent Events.” SFAS No. 165 establishes
principles for accounting for and disclosures for events that occur after the balance sheet date but
before financial statements are issued or are available to be issued. SFAS No. 165 is effective for
interim and annual periods ending after June 15, 2009.
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In June 2009, the FASB issued SFAS No. 166, “Accounting for Transfers of Financial Assets- an
amendment of SFAS No. 140" and SFAS No. 167, “Amendments to FASB Interpretation No. 46
(R).” SFAS No. 166 improves the relevance, representational faithfuiness, and comparability of the
financial information that an entity provides in its financial reports regarding a transfer of financial
assets and its effects. SFAS No. 167 improves financial reporting for companies involved with
variable interest entities. The Company is currently reviewing the applications of SFAS No. 166
and SFAS No. 167. SFAS No. 166 and SFAS No. 167 are effective as of the beglnnlng of an
entity’s first fiscal year that begins after November 15, 2009.

(2) Risks and Uncertainties

The Bank is a community oriented financial institution that provides traditional financial services within
the areas it serves. The Bank is engaged primarily in the business of attracting deposits from the
general public and using these funds to originate one- to four-family residential mortgage loans
located in the Clinton, St. Clair, Madison and Bond County, lllinois area. Further, operations of the
Bank are managed and financial performance is evaluated on an institution-wide basis. As a result,
all of the Bank's operations are considered by management to be aggregated in one reportable
operating segment.

The financial statements have been prepared in conformity with U.S. generally accepted accounting
principles. In preparing the financial statements, management is required to make estimates and
assumptions which affect the reported amounts of assets and liabilities as of the balance sheet dates
and income and expenses for the periods covered. Actual results could differ significantly from these
estimates and assumptions.

The Bank's operations are affected by interest rate risk, credit risk, market risk and regulations by the
Office of Thrift Supervision (“OTS”). The Bank is subject to interest rate risk to the degree that its
interest-bearing liabilities mature or reprice more rapidly, or on a different basis, than its interest-
earning assets. The Bank uses a net market value methodology provided by an outside consulting
firm to measure its interest rate risk exposure. This exposure is a measure of the potential decline in
the net portfolio value of the Bank based upon the effect of a rate shock of plus or minus 50 and 100
basis points. Net portfolio value is the expected net cash flows from the institution's assets, liabilities
and off-balance sheet contracts. Credit risk is the risk of default on the Bank's loan portfolio that
results from inability or unwillingness of borrowers to make contractually required payments. Market
risk reflects changes in the value of collateral underlying loans receivable and the valuation of real
estate held by the Bank.

The Bank is subject to periodic examination by regulatory agencies that may require the Bank to record
increases in the allowances based on their evaluation of available information. There can be no
assurance that the Bank's regulators will not require further increases to the allowances.
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(3) Loans Receivable, Net
Loans receivable, net are summarized as follows:

March 31,
2009 2008
Real estate loans:
Single-family loans, 1- 4 units $ 69,479,059 69,903,270
Multi-family 1,123,570 966,253
Commercial real estate 3,374,589 2,885,924
Land 1,684,414 1,723,060
Automobile loans 2,313,744 2,521,802
Home equity loans 1,158,382 1,626,650
Loans secured by deposit accounts 382,815 520,904
Fresh Start Loans - 280
79,416,573 80,048,143
Allowance for losses (165,323) (124,287)
Deferred loan fees, net (122,246) (120,114)
$ 79,129,004 79,803,742
Weighted-average rate 6.06 % 6.07 %

Balloon and adjustable-rate loans in the loan portfolio amounted to $36,642,921 and $35,510,283 at
March 31, 2009 and 2008, respectively.

The Bank originates single-family loans and home equity loans with high loan to value ratios exceeding
90 percent which amounted to $796,773 at March 31, 2009.

Following is a summary of activity in allowance for losses:

Years Ended March 31,

2009 2008
Balance, beginning of year $ 124,287 130,000
Loan charge-offs (17,971) (92,073)
Recoveries - 5,924
Provision for loan losses 59,007 80,436
Balance, end of year $ 165,323 124,287
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Following is a summary of activity for loans to directors, executive officers and associates of such
persons for the year ended March 31, 2009:

Balance, beginning of year $ 3,438,062
Additions 984,500
Repayments (666,493)

Balance, end of year $ 3,756,069

These loans were made on substantially the same terms as those prevailing at the time for comparable
transactions with unaffiliated persons.

There were no impaired loans under SFAS No. 114 at March 31, 2009 or 2008.

Following is a summary of nonperforming loans:

March 31,
2009 2008

Nonaccrual loans $ 1,784,513 64,009
Accruing loans past due 90 days or more - -

Total nonperforming loans $ 1,784,513 64,009
Allowance for losses on nonperforming loans $ 20,116 6,401
Nonperforming loans with no allowance $ 1,723,678 -
Average balance of nonperforming loans $ 1,043,128 574,500

During the year ended March 31, 2009, the amount of interest income recognized on nonperforming
loans and the amount if such loans had been current during the period of impairment was $21,174
and $48,033, respectively.

(4) Premises and Equipment, Net
Premises and equipment, net are summarized as follows:

March 31,
2009 2008

Land $ 243,041 243,041

Land for possible future branch location 162,263 -
Office buildings and improvements 1,381,004 1,334,924
Furniture and equipment 610,852 679,511
2,387,160 2,257,476
Less accumulated depreciation 1,256,286 1,220,921
$ 1,130,874 1,036,555

Depreciation expense for 2009 and 2008 was $106,018 and $90,303, respectively.
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(5) Deposits
Deposits are summarized as follows:

March 31,
Description and Interest Rate 2009 2008
Non-interest bearing NOW accounts $ 3,148,703 2,620,292
NOW accounts, .50% and .50% 4,211,007 4,420,144
Savings accounts, .69% and .67% 7,720,796 7,277,525
Money market accounts, 2.26% and 2.65% 5,354,694 3,323,884
Total transaction accounts 20,435,200 17,641,845
Certificates:
1.01 - 2.00% 706,918 709,466
2.01 - 3.00% 10,351,759 3,099,180
3.01 -4.00% 24,232,763 5,832,531
4.01 - 5.00% 9,899,140 17,976,853
5.01 - 6.00% 1,450,594 13,921,574
Total certificates, 3.58% and 4.55% 46,641,174 41,539,604
Total deposits $ 67,076,374 59,181,449
Weighted-average rate - total deposits 2.78 % 3.46 %

The aggregate amount of transaction accounts and certificates in denominations of $100,000 or more
at March 31, 2009 were $5,784,630 and $12,175,320, respectively. The aggregate amount of
transaction accounts and certificates in denominations of $100,000 or more at March 31, 2008 were
$3,697,238 and $9,859,191 respectively.

Certificate maturities are summarized as follows:

March 31,
2009 2008
First year $ 34,000,065 32,297,607
Second year 9,278,507 6,835,117
Third year 2,935,569 2,193,007
Fourth year 205,348 12,832
Fifth year 221,685 201,041
$ 46,641,174 41,539,604
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Interest expense on deposits is summarized as follows:

Years Ended March 31,

2009 2008

NOW accounts 21,607 22,975
Savings accounts 50,593 49,466
Money market deposit accounts 117,720 81,860
Certificates 1,668,131 1,890,356

1,858,051 2,044,657

(6) Advances from FHLB of Chicago
Advances from FHLB of Chicago are summarized as follows:
March 31,

Final Maturity Date Interest Rate 2009 2008
Daily 2.92% - 1,000,000
October 10, 2008 5.16% - 2,000,000
October 13, 2009 4.78% 3,000,000 3,000,000
November 28, 2011 - 4.96% 2,000,000 2,000,000
December 22, 2011 4.95% 4,000,000 4,000,000
February 13, 2017 4.71% 5,000,000 5,000,000

14,000,000 17,000,000
Weighted-average rate 4.83 % 4.82

%

All advances from FHLB are fixed rate at March 31, 2009. At March 31, 2009 advances from 'FHLB
were secured by FHLB stock and mortgage loans of $50.9 million. At March 31, 2008 advances

from FHLB were secured by FHLB stock and mortgage loans of $52.0 million.

(7) Income Taxes

The Bank used the experience method bad debt deduction for all periods covered by the financial
statements. The Bank’s tax bad debt reserves at March 31, 2009 and 2008 were approximately
$888,000. The estimated deferred tax liability on such amount is approximately $302,000, which has

If these tax bad debt

not been recorded in the accompanying consolidated financial statements.

reserves are used for other than loan losses, the amount used will be subject to Federal income

taxes at the then prevailing corporate rate.
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The provision for income taxes differs from the Federal statutory corporate tax rate of 34% as follows:

Federal statutory income tax rate
Increases in tax rate:
State taxes, net of Federal tax benefit
Surtax exemption
Other, net
Tax rate

The components of the net deferred tax liability are summarized as follows:

Deferred tax liabilities:
- FHLB stock dividends
Deferred loan costs
Tax over book depreciation
Accrued income and expense
Other
Total deferred tax liabilities
Deferred tax assets: v
Allowance for loss- loans and foreclosed real estate
Book over tax ESOP expense
Total deferred tax assets
Net deferred tax liability

‘Income taxes are summarized as follows:

Current:
Federal
State

Deferred:
Federal
State

Total income taxes
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Percentage of earnings
before income taxes

Years Ended March 31,

2009 2008
34.0 % 34.0 %
4.6 4.8
- (11.9)
0.2 1.4
388 % 28.3 %
March 31,
2009 2008
$ 129,548 129,548
3,807 4,998
193,523 229,585
113,960 123,708
4,318 1,443
445,156 489,282
(75,396) (48,472)
(7,895) (3,945)
(83,291) (52,417)
$ 361,865 436,865
Years Ended March 31,
2009 2008
$ 202,104 8,000
44,000 4,000
246,104 12,000
(62,000) 13,000
(13,000) 3,000
(75,000) 16,000
$ 171,104 28,000
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The Company adopted the provisions of FIN 48, effective April 1, 2007. No adjustments were recognized

for uncertain tax positions. The Company is subject to U.S. Federal income taxes, as well as State of
lllinois income taxes. Tax years ending March 31, 2007 through March 31, 2009 remain open to
examination by these jurisdictions. At March 31, 2009, there was no accrual for uncertain tax positions
or related interest.

Employee Benefits

The Bank participates in an industry-wide retirement plan, which covers substantially all employees.
Since this is a multiemployer plan, the plan’s administrators are unable to determine the actuarial
present value of benefits attributable to the Bank’s participants. The unfunded pension liability of the
Bank was approximately $140,000 and $227,000 at June 30, 2008 (the most recent report available),

and June 30, 2007, respectively. Pension expense was $122,108 and $205,251 for the years ended
March 31, 2009 and 2008, respectively.

The Bank has a defined contribution plan which covers substantially all employees. Participants may
contribute up to 20% of salary, subject to Internal Revenue Code limitations. The Bank matches the
employee contribution, up to 4% of salary. Participants are fully vested after four years of service.
Plan expense was $25,542 and $26,005 for the years ended March 31, 2009 and 2008, respectively.

In conjunction with the stock offering, $355,490 was loaned by the Company to a trust for the ESOP,
enabling it to acquire 35,549 shares of common stock. Eligible employees in the ESOP are those who
also participated in the Bank’s defined contribution plan as of April 3, 2007 and employees hired
thereafter which complete at least 1000 hours of service during the plan year, which begins January 1.
Participant benefits become fully vested upon completion of 3 years of service; participants will be 0%
vested prior to that time. The Bank makes annual contributions equal to the ESOP's debt service, less
dividends on unallocated shares used to repay the loan. Dividends on allocated ESOP shares are paid
to participants and charged to retained earnings. The ESOP shares are pledged as collateral on the
loan. As the loan is repaid, shares are released from collateral and allocated to participating employees,
based on the proportion of loan principal and interest repaid and compensation of the participants.

ESOP expense for the year ended March 31, 2009 and March 31, 2008 was $20,442 and $29,016,
respectively.

The number of ESOP shares allocated, shares released for allocation and unreleased shares at
March 31, 2009 were 4,740, 593 and 30,216, respectively. The number of ESOP shares allocated,
shares released for allocation and unreleased shares at March 31, 2008 were 2,370, 593 and
32,586, respectively. The fair value of unreleased ESOP shares at March 31, 2009 and March 31,
2008 was $220,577 and $296,533, respectively.

On November 19, 2007 stockholders approved the Sugar Creek Financial Corp. 2007 Equity Incentive
Plan (the “Plan”). Under the Plan, the Company may grant to employees, officers and directors up to

62,211 shares of common stock, including 44,437 shares for stock options and 17,774 shares of
restricted stock.

On July 21, 2008, the Board of Directors granted 17,774 shares of restricted stock to officers and
directors of the Company. Shares of common stock to fund these awards were repurchased in the
open market at an average price of $8.10.
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A summary of the Company’s restricted stock award expense under the Plan is as follows:

Years Ended March 31,

2009 2008
Pre-tax $ 18,626 -
After-tax 11,362 -
Basic and diluted earnings per share $ 0.01 -

At March 31, 2009, the total unrecognized expense related to restricted stock awards was
approximately $122,000 and is expected to be recognized over the weighted-average period of 4.25

years.
A summary of the Company’s non-vested stock award activity for the period ended March 31, 2009 is
as follows:
Weighted-
Number of Average
Non-vested Grant Date
Shares Fair Value
Nonvested at March 31, 2008 - $ -
Granted 17,774 7.90
Vested - -
Forfeited - -
Nonvested at March 31, 2009 17,774 $ 7.90

(9) Stockholders’ Equity and Regulatory Capital

On April 3, 2007, the Bank completed its reorganization into a two-tier holding company structure and
the Company completed its initial public offering. As part of the reorganization, the Bank became a
capital stock savings bank and a wholly-owned subsidiary of the Company, which became a
majority-owned subsidiary of the MHC. In connection with the offering, the Company sold 408,095
shares, or 45% of its common stock, to eligible depositors of the Bank, an employee stock ownership
plan and members of the general public at a price of $10 per share. In addition, the Company issued
498,784 shares, or 55% of its common stock, to the MHC. Total shares issued and outstanding on
April 3, 2007 were 906,879. Net proceeds from the sale of common stock were $3,046,088 after
deduction of conversion costs of $679,372, and unearned compensation of $355,490 related to
shares issued to the ESOP. Net proceeds contributed to the MHC, Company and Bank were
$50,000, $76,285 and $2,919,803, respectively.

In the event of a liquidation of the Bank, the Company would be entitled to the assets of the Bank
available for distribution after payment of all liabilities of the Bank, including all accounts of depositors
and accrued interest. Upon the liquidation of the Company, the holders of its common stock would be
entitled to the assets of the Company available for distribution after payment of its liabilities. The Bank
may not declare or pay a cash dividend, if the effect of such dividends would be to cause the capital of
the Bank to be reduced below the aggregate amount required by federal or state law. The Company
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may pay a dividend, if and when declared by its Board of Directors. Any dividends waived by the MHC,
are subject to approval by the OTS. Any repurchases of the Company’s common stock will be
conducted in accordance with applicable laws and regulations.

The Bank is subject to various regulatory capital requirements administered by the federal banking
agencies. Failure to meet minimum capital requirements can result in certain mandatory and
possibly additional discretionary actions by regulators that, if undertaken, could have a direct material
effect on the Bank's financial statements. Under capital adequacy guidelines, the Bank must meet
specific capital guidelines that involve quantitative measures of assets, liabilities, and certain off-
balance sheet items as calculated under regulatory accounting practices. The Bank’s capital
amounts and classifications are also subject to quantitative judgments by the regulators about
components, risk-weightings and other factors.

At March 31, 2009, the Bank met all capital adequacy requirements. The Bank is also subject to the
regulatory framework for prompt corrective action. At March 31, 2009 and 2008, the most recent
notification from the regulatory agencies categorized the Bank as well capitalized. To be categorized
as well capitalized, the Bank must maintain minimum total risk-based, Tier 1 risk-based and Tier 1
leverage ratios as set forth in the following tables. There are no conditions or events since the
aforementioned notifications that management believes have changed the Bank’s category.

The Bank’s actual and required capital amounts and ratios at March 31, 2009 are as follows:

Minimum Required

for Capital to be "Well
Actual Adequacy Capitalized"
Amount  Ratio Amount Ratio Amount  Ratio

(Dollars in Thousands)

Stockholders' equity of the Bank $ 8,910 9.7% $ 1,376 1.5%

General valuation allowance 165

Total capital to risk-weighted assets $ 9,075 18.7% $ 3,883 80%$ 4,854 10.0%
Tier 1 capital to risk-weighted assets $ 8,910 184% $ 1,941 40% $ 2,912 6.0%
Tier 1 capital to total assets $ 8,910 9.7% $ 3,669 40% $ 4,586 5.0%
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The Bank’s actual and required capital amounts and ratios at March 31, 2008 are as follows:

Minimum Required

for Capital to be "Well
Actual Adequacy Capitalized"
Amount Ratio Amount Ratio Amount  Ratio

(Dollars in Thousands)

Stockholders' equity of the Bank $ 8,782 10.1% $ 1,298 1.5%

General valuation allowance 124

Total capital to risk-weighted assets $ 8,906 19.0% $ 3,744 80% % 4,681 10.0%
Tier 1 capital to risk-weighted assets $ 8,782 18.8% $ 1,872 40%$ 2,808 6.0%
Tier 1 capital to total assets $ 8,782 10.1% $ 3,462 40% $ 4,328 5.0%

(10) Financial Instruments with Off-Balance Sheet Risk
The Company is a party to financial instruments with off-balance sheet risk in the normal course of
business to meet the financing needs of its customers. These financial instruments generally include
commitments to originate mortgage loans. Those instruments involve, to varying degrees, elements
of credit and interest rate risk in excess of the amount recognized in the balance sheet.

The Company’s maximum exposure to credit loss in the event of nonperformance by the borrower is
represented by the contractual amount and related accrued interest receivable of those instruments.
The Company minimizes this risk by evaluating each borrower’s creditworthiness on a case-by-case
basis. Generally, collateral held by the Company consists of a first or second mortgage on the
borrower's property. Loan commitments to originate fixed-rate mortgage loans were $95,000
and $616,000 at March 31, 2009 and 2008, respectively.

(11) Contingencies
At March 31, 2009 and 2008, there were no known pending litigation or other claims that management
believes will be material to the Company’s financial position.

(12) Fair Value Measurements and Fair Value of Financial Instruments

Fair Value Measurements

Effective April 1, 2008, the Company adopted the provisions of SFAS No. 157, “Fair Value
Measurements,” for financial assets and liabilities. In accordance with Financial Accounting Standards
Board Staff Position No. 157-2, “Effective Date of FASB Statement No. 157,” the Company will delay
application of SFAS No. 157 for non-financial assets and liabilities that are not recognized or disclosed at
fair value in the financial statements, until April 1, 2009.

SFAS No. 157 defines fair value as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. The fair value
hierarchy prioritizes the assumptions that market participants would use in pricing the assets or liabilities
(the “inputs”) into three broad levels.
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The fair value hierarchy gives the highest priority (Level 1) to quoted prices in active markets for identical
assets and liabilities and the lowest priority (Level 3) to unobservable inputs in which little, if any, market
activity exists, requiring entities to develop their own assumptions and data.

~ Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset
or liability, either directly or indirectly. These inputs include quoted prices for similar assets or liabilities in
active markets, quoted prices for identical or similar assets or liabilities in market areas that are not active,
inputs other than quoted prices that are observable for the asset or liability (such as interest rates,
volatilities, prepayment speeds, credit risks and default rates) or inputs that are derived principally from or
corroborated by observable market data by correlation or other means.

Valuation Techniques

Available for sale securities are carried at fair value utilizing Level 1 and Level 2 inputs. For debt
securities, the Bank obtains fair value measurements from an independent pricing service. The fair value
measurements consider observable data that may include dealer quotes, live trading levels, trade
execution data, cash flows, market consensus prepayment speeds, market spreads, credit information
and the U.S. Treasury yield curve.

Impaired loans are carried at fair value utilizing Level 3 inputs, consisting of appraisals of underlying
collateral and discounted cash flow analysis. The Bank considers a loan to be impaired when, based
on current information and events, it is probable that the Bank will be unable to collect all amounts due
according to the contractual terms of the loan agreement on a timely basis. The types of loans for
which impairment is measured include nonaccrual income property loans, large nonaccrual single-
family loans and troubled debt restructurings. Valuation allowances are established for impaired loans
for the difference between the loan amount and the fair value of collateral and estimated selling costs.

At March 31, 2009, the Company did not have any available for sale securities or impaired loans.
Fair Value of Financial Instruments

The following methods and assumptions were used in estimating the fair values shown below:

. Cash and cash equivalents are valued at their carrying amounts due to the relatively short period to
maturity of the instruments.

. Stock in FHLB of Chicago is valued at cost, which represents historical redemption value and
approximates fair value.

. Fair values are computed for each loan category using market spreads to treasury securities for similar
existing loans in the portfolio and management's estimates of prepayments.

. The carrying amounts of accrued interest receivable and payable approximate fair value.

. Deposits with no defined maturities, such as NOW accounts, savings accounts and money market
deposit accounts, are valued at the amount payable on demand at the reporting date.

. The fair values of certificates of deposit and advances from FHLB are computed at fixed spreads to
treasury securities with similar maturities.
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March 31, March 31,
2009
Carrying Fair Carrying Fair
Amount Value Amount Value
Non-trading instruments
and nonderivatives:

Cash and cash equivalents $ 8,929,826 8,929,826 3,167,225 3,167,225
Stock in FHLB of Chicago 1,660,145 1,660,145 1,660,145 1,660,145
Loans receivable, net 79,129,004 82,770,610 79,803,742 82,101,558
Accrued interest receivable 315,727 315,727 329,079 329,079
Deposits 67,076,374 66,748,824 59,181,449 58,760,147
Accrued interest on deposits 193,674 193,674 233,399 233,399
Advances from FHLB of Chicago $ 14,000,000 14,825,091 17,000,000 17,598,880

- Off-balance sheet assets include the commitments to extend credit for which fair values were estimated
based on interest rates and fees currently charged to enter into similar transactions. As a result of
the short-term nature of the outstanding commitments, the fair values of fees on those commitments
approximate the amount collected and the Company has not assigned a value to such instruments

for purpose of this disclosure.
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(13) Parent Company Only Financial Statements

The following balance sheets, statements of earnings and statements of cash flows for Sugar Creek
Financial Corp. should be read in conjunction with the consolidated financial statements and the
notes thereto.

Balance Sheets

March 31,
2009 2008

Assets
Cash and cash equivalents $ 30,809 21,394
Investment in Bank 8,909,784 8,782,432
ESOP note receivable 322,411 335,981
Accrued interest receivable 6,559 6,911
Other assets 5,786 55,563

Total assets $ 9,275,349 9,202,281
Liabilities and Stockholder's Equity
Other liabilities $ 1,645 37,262
Common stock 9,069 9,069
Additional paid-in capital 3,213,361 3,341,901
Treasury stock (56,157) -
Retained earnings - substantially restricted 6,409,598 6,139,915
Common stock acquired by ESOP (302,167) (325,866)

Total stockholder's equity 9,273,704 9,165,019

Total liabilities and stockholder's equity $ 9,275,349 9,202,281
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Statements of Earnings

Interest income:
Interest income on ESOP note receivable
Interest income - Tempo Bank
Total interest income
Dividend from Bank
Noninterest expense

Earnings (loss) before income taxes and equity

in undistributed earnings of Bank
Income tax benefit
Net earnings (loss) before equity in
undistributed earnings of Bank
Equity in undistributed earnings of Bank
Net earnings
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Year Ended
March 31, 2009

April 3, 2007
to
March 31, 2008

$ 27,442 28,766
2,796 1,838

30,238 30,604

200,000 -

59,884 98,792
170,354 (68,188)

(11,045) (19,000)

181,399 (49,188)

88,284 120,297

$ 269,683 71,109
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Statements of Cash Flows

Cash flows from operating activities:
Net earnings
Adjustments to reconcile net earnings to net
cash provided by (used for) operating activities:
Equity in undistributed net earnings of Bank
Decrease (increase) in accrued interest receivable
Decrease (increase) in other assets
Increase (decrease) in other liabilities
Net cash provided by (used for) operating activities
Cash flow from investing activities: '
Investment in Bank
Loan to ESOP to finance shares
Repayment of ESOP loan
Net cash provided by (used for) investing activities
Cash flow from financing activities:
Proceeds from sale of common stock, net
Repurchase of common stock
Net cash provided by (used for) financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

L

F-25

$

April 3, 2007
Year Ended to
March 31, March 31,
2009 2008
269,683 71,109
(88,284) (120,297)
352 (6,911)
49,777 (55,563)
(35,617) 37,262
195,911 (74,400)
- (2,564,313)
- (355,490)
13,570 19,509
13,570 (2,900,294)
- 2,996,088
(200,066) -
(200,066) 2,996,088
9,415 21,394
21,394 -
30,809 21,394
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