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delegated authority.
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RP® FINANCIAL, LC.

Serving the Financial Services Industry Since 1988

February 4, 2011

Boards of Directors

Naugatuck Valley MHC

Naugatuck Valley Financial Corporation
Naugatuck Valley Savings and Loan
333 Church Street

Naugatuck, Connecticut 06770

Members of the Boards of Directors:

At your request, we have completed and hereby provide an independent appraisal
("Appraisal") of the estimated pro forma market value of the common stock which is to be issued
in connection with the mutual-to-stock conversion transaction described below.

This Appraisal is furnished pursuant to the requirements of the Code of Federal
Regulations 563b.7 and has been prepared in accordance with the “Guidelines for Appraisal
Reports for the Valuation of Savings and Loan Associations Converting from Mutual to Stock
Form of Organization” of the Office of Thrift Supervision (“OTS"), and applicable regulatory
interpretations thereof.

Description of Plan of Conversion and Reorganization

On January 14, 2011, the respective Boards of Directors of Naugatuck Valley MHC (the
“MHC"), Naugatuck Valley Financial Corporation (“Naugatuck Valley” or the “Company”) and
Naugatuck Valley Savings and Loan (the “Association”), Naugatuck, Connecticut, adopted a
Plan of Conversion (the “Plan of Conversion”) whereby the MHC will convert to stock form. As a
result of the conversion, Naugatuck Valley, which currently owns a majority of the issued and
outstanding common stock of the Company, will be succeeded by a newly formed Maryland
corporation with the name of New Naugatuck Valley Financial Corporation. Following the
conversion, the MHC will no longer exist. For purposes of this document, the existing
consolidated entity and the newly incorporated entity will hereinafter be referred to as
Naugatuck Valley or the Company, unless otherwise noted. As of December 31, 2010, the
MHC had a majority ownership interest in, and its principal asset consisted of approximately
59.6% of the common stock (the “MHC Shares”) of Naugatuck Valley. The remaining 40.4% of
Naugatuck Valley common stock is owned by public stockholders.

It is our understanding that Naugatuck Valley will offer its stock, representing the
majority ownership interest held by the MHC, in a subscription offering to Eligible Account
Holders, Tax-Qualified Employee Stock Benefit Plans including the Bank's employee stock
ownership plan (the “ESOP"), Supplemental Eligible Account Holders and Other Members, as
such terms are defined for purposes of applicable federal reguiatory requirements governing
mutual-to-stock conversions. To the extent that shares remain available for purchase

Washington Headquarters

Three Ballston Plaza Telephone: (703) 528-1700
1100 North Glebe Road, Suite 1100 Fax No.: (703) 528-1788
Arlington, VA 22201 Toll-Free No.: (866) 723-0594

www.rpfinancial.com E-Mail: mail@rpfinancial.com
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after satisfaction of all subscriptions received in the subscription offering, the shares are
expected to be offered for sale in a community offering. Shares not purchased in the
subscription and community offerings may be offered for sale to the general public in a
syndicated offering.

Upon completing the mutual-to-stock conversion and stock offering (the “Second-Step
Conversion”), the Company will be 100% owned by public shareholders, the publicly-held
shares of Naugatuck Valley will be exchanged for shares in the Company at a ratio that retains
their ownership interest at the time the conversion is completed and the MHC assets will be
consolidated with the Company.

RP® Financial, LC.

RP® Financial, LC. (“RP Financial’) is a financial consulting firm serving the financial
services industry nationwide that, among other things, specializes in financial valuations and
analyses of business enterprises and securities, including the pro forma valuation for savings
institutions converting from mutual-to-stock form. The background and experience of RP
Financial is detailed in Exhibit VV-1. We believe that, except for the fee we will receive for our
appraisal, we are independent of the Company, the Bank, the MHC and the other parties
engaged by the Bank or the Company to assist in the stock conversion process.

Valuation Methodology

in preparing our Appraisal, we have reviewed the regulatory applications of the
Company, the Bank and the MHC, including the prospectus as filed with the OTS and the
Securities and Exchange Commission (“SEC”). We have conducted a financial analysis of the
Company, the Bank and the MHC that has included a review of audited financial information for
the fiscal years ended December 31, 2006 through December 31, 2010, as well as due
diligence related discussions with the Company’s management; Whittlesey & Hadley, P.C, the
Company’s independent auditor; Kilpatrick Townsend, LLP, the Company’s conversion counsel;
and Stifel Nicol=te ‘Weisel, the Company’s marketing advisor in connection with the stock
offering. All assumptions and conclusions set forth in the Appraisal were reached independently
from such discussions. In addition, where appropriate, we have considered information based
on other available published sources that we believe are reliable. While we believe the
information and data gathered from all these sources are reliable, we cannot guarantee the
accuracy and completeness of such information.

We have investigated the competitive environment within which Naugatuck Valley
operates and have assessed Naugatuck Valley’s relative strengths and weaknesses. We have
kept abreast of the changing regulatory and legislative environment for financial institutions and
analyzed the potential impact on Naugatuck Valley and the industry as a whole. We have
analyzed the potential effects of the stock conversion on Naugatuck Valley's operating
characteristics and financial performance as they relate to the pro forma market value of
Naugatuck Valley. We have analyzed the assets held by the MHC, which will be consolidated
with Naugatuck Valley’'s assets and equity pursuant to the completion of the second-step
conversion. We have reviewed the economic and demographic characteristics of the
Company'’s primary market area. We have compared Naugatuck Valley’s financial performance
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and condition with selected thrift holding companies in accordance with the Valuation
Guidelines. We have reviewed the current conditions in the securities markets in general and
the market for thrift stocks in particular, including the market for existing thrift issues, initial
public offerings by thrifts and thrift holding companies, and second-step conversion offerings.
We have excluded from such analyses thrifts subject to announced or rumored acquisition,
and/or institutions that exhibit other unusual characteristics.

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

Our appraised value is predicated on a continuation of the current operating environment
for Naugatuck Valley and for all thrifts and their holding companies. Changes in the local, state
and national economy, the legislative and regulatory environment for financial institutions and
mutual holding companies, the stock market, interest rates, and other external forces (such as
natural disasters or significant world events) may occur from time to time, often with great
unpredictability and may materially impact the value of thrift stocks as a whole or the value of
Naugatuck Valley’s stock alone. It is our understanding that there are no current plans for
selling control of Naugatuck Valley following completion of the second-step conversion. To the
extent that such factors can be foreseen, they have been factored into our analysis.

The estimated pro forma market value is defined as the price at which Naugatuck
Valley’s common stock, immediately upon completion of the second-step stock offering, would
change hands between a willing buyer and a willing seller, neither being under any compulsion
to buy or sell and both having reasonable knowledge of relevant facts.

Valuation Conclusion

It is our opinion that, as of February 4, 2011, the estimated aggregate pro forma
valuation of the shares of the Company to be issued and outstanding at the end of the
conversion offering — including (1) the shares to be issued publicly representing the MHC's
current ownership interest in the Company and (2) exchange shares issued to existing public
shareholders of Naugatuck Valley — was $48,667,160 at the midpoint, equal to 6,083,395
shares at $8.00 per share.

Establishment of the Exchange Ratio

OTS regulations provide that in a conversion of a mutual holding company, the minority
stockholders are entitled to exchange the public shares for newly issued shares in the fully
converted company. The Boards of Directors of the MHC, Naugatuck Valley and the Bank have
independently determined the exchange ratio, which has been designed to preserve the current
aggregate percentage ownership in the Company held by the public shareholders. The
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exchange ratio to be received by the existing minority sharehoiders of the Company will be
determined at the end of the offering, based on the total number of shares sold in the
subscription, community, and syndicated offerings and the final appraisal. Based on the
valuation conclusion herein, the resulting offering value, and the $8.00 per share offering price,
the indicated exchange ratio at the midpoint is 0.8667 shares of the Company for every one
public share held by public shareholders. Furthermore, based on the offering range of value,
the indicated exchange ratio is 0.7367 at the minimum, 0.9967 at the maximum and 1.1462 at
the supermaximum. RP Financial expresses no opinion on the proposed exchange of newly
issued Company shares for the shares held by the public stockholders or on the proposed
exchange ratio. The resulting range of value pursuant to regulatory guidelines, the
corresponding number of shares based on the Board approved $8.00 per share offering price,
and the resulting exchange ratios are shown below.

Exchange Shares

Offering Issued to the Exchange

Total Shares Shares Public Shareholders Ratio
Shares (x)
Super Maximum 8,045,291 4,794,063 3,251,228 1.1462
Maximum 6,995,904 4,168,750 2,827,154 0.9967
Midpoint 6,083,395 3,625,000 2,458,395 0.8667
Minimum 5,170,886 3,081,250 2,089,636 0.7367
Distribution of Shares
Super Maximum 100.00% 59.59% 40.41%
Maximum 100.00% 59.59% 40.41%
Midpoint 100.00% 59.59% 40.41%
Minimum 100.00% 59.59% 40.41%
Aggregate Market Value(1)
Super Maximum $64,362,328 $38,352 5C4 $26,009,824
Maximum $55,967,232 $33,350,000 $22,617,232
Midpoint $48,667,160 $29,000,000 $19,667,160
Minimum $41,367,088 $24,650,000 $16,717,088

(1) Based on offering price of $8.00 per share.

Limiting Factors and Considerations

Our valuation is not intended, and must not be construed, as a recommendation of any
kind as to the advisability of purchasing shares of the common stock. Moreover, because such
valuation is necessarily based upon estimates and projections of a number of matters, all of
which are subject to change from time to time, no assurance can be given that persons who
purchase shares of common stock in the conversion will thereafter be able to buy or sell such
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shares at prices related to the foregoing valuation of the estimated pro forma market value
thereof. The appraisal reflects only a valuation range as of this date for the pro forma market
value of Naugatuck Valley immediately upon issuance of the stock and does not take into
account any trading activity with respect to the purchase and sale of common stock in the
secondary market following the completion of the second-step offering.

RP Financial's valuation was based on the financial condition, operations and shares
outstanding of Naugatuck Valley as of December 31, 2010, the date of the financial data
included in the prospectus. The proposed exchange ratio to be received by the current public
stockholders of Naugatuck Valley and the exchange of the public shares for newly issued
shares of Naugatuck Valley common stock as a full public company was determined
independently by the Boards of Directors of the MHC, Naugatuck Valley and the Bank. RP
Financial expresses no opinion on the proposed exchange ratio to public stockholders or the
exchange of public shares for newly issued shares.

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

This valuation will be updated as provided for in the conversion regulations and
guidelines. These updates will consider, among other things, any developments or changes in
the financial performance and condition of Naugatuck Valley, management policies, and current
conditions in the equity markets for thrift shares, both existing issues and new issues. These
updates may also consider changes in other external factors which impact value including, but
not limited to: various changes in the legislative and regulatory environment for financial
institutions, the stock market and the market for thrift stocks, and interest rates. Should any
such new developments or changes be material, in our opinion, to the valuation of the shares,
appropriate adjustments to the estimated pro forma market value will be made. The reasons for
any such adjustments will be explained in the update at the date of the release of the update.
The valuation will also be updated at the completion of Naugatuck Valley's stock offering.

Respectfully submitted,
RP® FINANCIAL, LC.

W n % !
William E. Pomm:;;:/j

Chief Executive Officer and
Managing Director

o Mooy

James P. Hennessey
Director
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. OVERVIEW AND FINANCIAL ANALYSIS

Introduction

Naugatuck Valley Savings and Loan (the “Association”) is a federally chartered savings
and loan headquartered in Naugatuck, Connecticut, operating in the Greater Naugatuck Valley
which the Bank considers to be its prim'ary market area. More specifically, the Bank conducts
business in New Haven County, where the main office and eight branch offices are located, and
Fairfield County, where one branch office is situated. The Bank has served customers in its
western and southwestern Connecticut markets within the Greater Naugatuck Valley since
1922.

In addition, the Bank delivers its banking products and services and related information
services through alternative methods for customers to access their accounts including direct
deposit, ATMs and check card services, overdraft protection, telephone and Internet banking,
and remote electronic deposits, thereby providing our customers multiple channels to access

their accounts.

In 2004, Naugatuck Valley Savings and Loan was reorganized into a stock savings bank
with a mutual holding company structure. As a part of that reorganization, the Bank formed
Naugatuck Valley as the mid-tier holding company for Naugatuck Valley Savings and Loan and
sold a minority interest in Naugatuck Valley Financial Corporation (“Naugatuck Valley” or the
“Company”) common stock to its depositors and employee stock ownership plan (“ESOP”) in a
subscription offering. The majority of Naugatuck Valley’s shares were issued to Naugatuck
Valley Mutual Holding Company (the “MHC"), a mutual holding comparny crganized under
federal law. As a mutual holding company, Naugatuck Valley MHC does not have any
shareholders, does not hold any significant assets other than the common stock of Naugatuck
Valley Financial, and does not engage in any significant business activity. The reorganization

and minority stock issuance was completed as of September 2004.

The Company has no significant assets, other than all of the outstanding shares of the
Bank, and no significant liabilities. At December 31, 2010, the Company had 7,018,823 shares
of common stock outstanding, whereby the MHC owns 4,182,407 shares or 59.6% of the
common stock outstanding, of Naugatuck Valley and the minority public shareholders own the
remaining 2,836,416 shares or 40.4%. The public shares are traded on Nasdaq under the
trading symbol “NVSL”. The Bank is a member of the Federal Home Loan Bank (“FHLB")




RP® Financial, LC. OVERVIEW AND FINANCIAL ANALYSIS
1.2

system and its deposits are insured up to the regulatory maximums by the Federal Deposit
Insurance Corporation (“FDIC”). The Bank is subject to extensive regulation, supervision and
examination by the Office of Thrift Supervision (*OTS") and by the FDIC. The MHC and the
Company (currently and prospectively) are subject to regulation and supervision by the OTS

and its successor agency.

The Company operates as a community-oriented financial institution offering traditional
financial services to consumers and businesses in the regional market area, thereby attracting
deposits from the general public and using those funds, together with FHLB advances, to
originate loans to their customers and invest in securities such as U.S. Government and agency
securities and MBS. At December 31, 2010, the Company had $568.3 million of total assets,
$473.5 million in loans, $405.9 million of total deposits, and stockholders’ equity equal to $52.3
million, equal to 9.2% of total assets. For the twelve months ended December 31, 2010, the
Company reported net income equal to $1.5 million, for a return on average assets equal to
0.25%. The Company’s audited financial statements are included by reference as Exhibit [-1

and key operating ratios are shown in Exhibit 1-2.

Plan of Conversion and Reorganization

On January 14, 2011, Naugatuck Valley announced that the Boards of Directors of the
MHC, Naugatuck Valley and the Bank unanimously adopted a Plan of Conversion and
Reorganization (the “Plan of Conversion”), pursuant to which Naugatuck Valley will convert from
the three-tier MHC structure to the full stock holding company structure and concurrently
conduct a second-step conversion offering ("Second-Step Conversion” or “Offering”) that will
include the sale of the MHC’s ownership interest in Naugatuck Valley. Pursuant to the Plan of
Conversion, Naugatuck Valley will be succeeded by a newly formed Maryland corporation with
the name of New Naugatuck Valley Financial Corporation. Following the conversion, the MHC

will no longer exist.

Pursuant to the Second-Step Conversion transaction, Naugatuck Vailey will sell shares
of its common stock in a subscription offering in descending order of priority to the Bank's
members and other stakeholders as follows: Eligible Account Holders; Tax-Qualified Employee
Stock Benefit Plans; Supplemental Eligible Account Holders; and Other Members. Any shares
of stock not subscribed for by the foregoing classes of persons will be offered for sale to certain

members of the public through a community offering. Shares not purchased in the subscription




RP® Financial, LC. OVERVIEW AND FINANCIAL ANALYSIS
1.3

and community offerings maybe be offered for sale to the general public in a syndicated offering
or an underwritten public offering, or through a combination of such offerings. The Company
will also issue exchange shares of its common stock to the current public shareholders in the
Second-Step Conversion transaction pursuant to an exchange ratio that will resuit in the same

aggregate ownership percentage as immediately before the Offering.

Purpose of the Reorganization

The Second-Step Conversion will increase the capital level to support further expansion,
improve the overall competitive position of the Company in the local market area, enhance
profitability, and reduce interest rate risk. Importantly, the additional equity will provide a larger
capital base for continued growth and diversification, as well as increase the lending capability
of the Company, including the funds available for lending. Future growth opportunities are
expected through the current branch network as well as through de novo branching in the
regional markets served. Additionally, the Company anticipates that growth opportunities may
result from regional Bank consolidation in the local market, particularly in the current economic
and operating environment, and the resulting fallout of customers who are attracted to the
Company’'s customer service and various products. The Second-Step Conversion should
facilitate the Company’s ability to pursue such acquisitions through increased capital as well as
the ability to use common stock as merger consideration. Further, the Second-Step Conversion
will increase the public ownership, which is expected to improve the liquidity of the common

stock.
The projected use of stock proceeds is highlighted below.

. The Company. The Company is expected to retain 35% of the net
conversion proceeds. At present, Company funds, net of the loan to the
employee stock ownership plan (“ESOP”), are expected to be invested
initially into high quality investment securities with short-term maturities,
generally consistent with the current investment mix. Over time,
Company funds are anticipated to be utilized for various corporate
purposes, possibly including acquisitions, infusing additional equity into
the Bank, repurchases of common stock, and the payment of regular
and/or special cash dividends.

. The Bank. The balance of the net conversion proceeds (65% of the net
proceeds) will be infused into the Bank. Cash proceeds (i.e., net
proceeds less deposits withdrawn to fund stock purchases) infused into
the Bank are anticipated to become part of general operating funds, and
are expected to initially be invested in short-term investments pending
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longer-term deployment, i.e., funding lending activities, purchasing loans
in the market area, general corporate purposes and/or expansion and
diversification.
In addition, pursuant to the Plan of Conversion, the assets and liabilities of the MHC at
December 31, 2010 will be merged with the Company resuiting in a net increase of consolidated
capital of $22 thousand, reflecting the MHC's current capital account excluding the investment

in subsidiary.

The Company expects to continue to pursue a controlled growth strategy, leveraging its
strong pro forma capital, and growing primarily through the current delivery channels. If
appropriate, Naugatuck Valley may also consider various capital management strategies to

assist in the long run objective of increasing return on equity (“ROE").

Strateqic Overview

Throughout much of its corporate history, the Company’s strategic focus has been that
of a community-oriented financial institution with a primary focus on meeting the borrowing,
savings and other financial needs of its local customers in New Haven and Fairfield Counties.
In this regard, the Company has historically pursued a residential lending strategy for portfolio,
as construction and commercial lending have typically constituted a modest portion of the total
loan portfolio. Naugatuck Valley embarked on a growth and expansion strategy which included
adding seven branch offices in the regional area over the last decade and increasing total
assets to $568.3 million as of December 31, 2010. The Company’s growth and expansion
strategy has been focused on increasing the balance of loans receivable while also gradually
restructuring the loan portfolio to inciude a greater proportion of commercial loans, primarily
mortgage loans but also commercial and industrial loans (“C&! loans”) to a more limited extent.
Accordingly, the Company’s current lending operations consist of two principal segments as
follows: (1) residential mortgage lending; and (2) commercial mortgage and C&l loans in

conjunction with the intensified efforts to become a full-service community bank.

With this transition in recent years, the Company has more fully developed the
infrastructure required to undertake more diversified lending. In this regard, management has
more fully developed the policies and procedures pertaining to the Company’s credit standards
and the administration of commercial accounts. Additionally, Naugatuck Valley has employed a
number of senior bankers with local commercial banking experience to manage the commercial

lending operations while also employing officers at mid-level management positions who also
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possess extensive commercial lending experience locally. At the same time, Naugatuck Vailey
has bolstered the personnel and other infrastructure in the credit administration area to

effectively manage and process the expanded commercial lending activities.

The Company's efforts to expand the loan portfolio is highlighted by data which indicates
the loan portfolio balance has increased by more than 50% since the end of fiscal 2006,
increasing from $308.4 million to $473.5 million as of the end of fiscal 2010. Growth of
commercial real estate/multi-family mortgage loans, C&l loans and construction loans has
outpaced expansion of residential mortgage loans, including both permanent 1-4 family Joans
and home equity loans. Specifically, commercial-based loans have increased from $89.5
million, or 28.6% of total loans as of December 31, 2006, to $225.9 million, or 46.9% of total
loans as of December 31, 2010.

Despite the increased commercial lending emphasis, residential mortgage loans
continue to comprise the largest portion of the loan portfolio at $219.3 million, or 45.6% of total
loans as of December 31, 2010. In additioh, home equity lending is a material component of the
Company’s lending as such loans totaled $34.8 million, or 7.2% of total loans as of the fiscal
2010 year end. Substantially all of the Company’s residential mortgage loans are originated
internally by the Company loan officers. The majority of the Company’s permanent residential
mortgage volume has been in 15 and 30 year mortgage loans and, to date, loan sales have
been limited. Although the Company has historically originated most loans for portfolio,
Naugatuck Valley implemented a significant initiative to develop a secondary mortgage
operation. In this regard, the Company made a significant investment in personnel and systems
commencing in 2009 to increase the ability to originate conforming residential mortgage loans
for resale into the secondary market, generally on a servicing retained basis. The volume of
loans sold totaled $37.0 million for the year ended December 31, 2010, and with the lending
personnel and systems in place, the Company will be seeking to expand the volume of loans

originated and sold into the secondary market in the future.

The Company’s interest-earning assets (“IEA”) also consist of interest-earning deposits
and short- to intermediate-term investment securities and mortgage-backed securities (“MBS”),
the majority of which are currently classified as available for sale (“AFS”). The Company’s cash
and investments portfolio has diminished over the last five fiscal years as Naugatuck Valley has
redeployed funds into the loan portfolio with the objective of enhancing overall yields and

earnings.
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Retail deposits have consistently served as the primary interest-bearing funding source
for the Company. The Company has sought to increase the deposit base through
management’s efforts to enhance the convenience of the branch office network (by increasing
the number of branch offices from three to ten since 2000, including opening one office in 2008.
One factor driving the retail expansion is the desire to increase funding through lower cost retail-
based savings and transaction accounts, which have increased from $124.1 million as of the
end of fiscal 2006, to $166.5 million as of the end of fiscal 2010, reflecting 34.1% growth over
the period. Notwithstanding efforts to increase the proportion of core transaction accounts to
total deposits, the Company’s growth objectives have necessitated expansion of funding with
certificates of deposits (“CDs”), which have increased from 57.1% of deposits as of the end of
fiscal 2006, to 59.0% of deposits as of the end of fiscal 2010.

The Company has typically utilized borrowings in two different respects: (1) as a
supplemental funding source to favorably manage funding costs and to manage interest rate
risk; and (2) longer-term borrowings to finance growth and diversification as a supplement to
funding operations through deposits. Following the Second-Step Conversion, the Company
believes it will continue to utilize FHLB advances when the “all in” cost of funds compares
favorably to deposits. Expansion of the Company’s borrowed funds portfolio since 2006 has
been attributable to the need to fund relatively strong loan growth. At the same time, as the
Company has scaled back asset and loan growth in fiscal 2010, the need for funds has

diminished and the level of borrowed funds has reduced.

The Company’'s earnings base is largely dependent upon net interest income and
operating expense levels, reflecting a traditional operating strategy. Core earnings growth
realized by the Company through 2008 have been driven by the expanding baiance sheet which
has resulted in net interest income increasing at a more rapid pace than Naugatuck Valley's
operating costs. Moreover, recent rate reductions by the Federal Reserve have also had a
beneficial impact on the Company’s net interest income, as funding costs have diminished more
rapidly the asset yields. Importantly, while rate reductions by the Fed since 2008, have
positively impacted the Company’s spreads, the earnings benefit to Naugatuck Valley has been
mitigated by an increasing level of non-performing assets (“NPAs”) and loan loss provisions,

largely the result of the weak economy.

Since completion of the minority stock issuance, the Company’s business plan has

focused on strong asset growth (i.e., 8.3% compounded growth annually since the end of fiscal
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2006) and the Company has focused on increasing the balance of commercial loans. [n the
current economic and regulatory environment, the Company anticipates that future growth and
diversification will be moderated relative to the recent historical trend. At the same time, the
increased capitalization will enhance the ratio of capital to high risk-weight loans and enhance
the ability of the Company to continue to undertake commercial lending albeit at growth rates
which may be lower than those experienced over the last five years. Likewise, in view of the
diminished expectations for future loan and asset growth, Naugatuck Valley may establish new
branch offices on a selective basis currently anticipated at a rate of 1 or 2 per year over the next
several years though no new locations have been identified as yet. A summary of the

Company'’s key operating ratios for this period is presented in Exhibit I-2.

Balance Sheet Growth Trends

The Company’s strategy of growth and expansion, both through internal growth at
existing branches and de novo branching is evidenced in Table 1.1. Since December 31, 20086,
total assets have increased at an 8.3% compounded annual rate, expanding from $413.9 million
to $568.3 million as of the fiscal 2010 year end. Loans have realized a faster growth rate than
total assets and thus, increased in proportion to total assets, from 74.5% at December 31, 2006,
to 83.3% at December 31, 2010, which limited the net interest margin compression during the
challenging yield curve environment (i.e., modestly sloped to flat or slightly inverted yield curve)
which prevailed during fiscal 2006 and 2007. Specifically, loans have increased at a 11.3%
annual rate from the end of fiscal 2006 through December 31, 2010, while investment securities
(AFS and HTM) decreased from $70.3 million as of the end of fiscal 2006, to $47.0 million as of

the end of fiscal 2010, reflecting 9.6% compounded annual shrinkage.

The Company's assets are funded through a combination of deposits, borrowings and
retained earnings. Deposits have always comprised the majority of funding liabilities, increasing
at an annual rate of 8.8% since the end of fiscal 20086, reflecting the impact of the Company’s
competitive pricing for CDs and the impact of branch expansion over the decade which has
facilitated growth of savings and transaction accounts. Borrowed funds have also increased,
expanding at a 10.7% annual pace since the end of fiscal 2006 but have diminished over the
last 12 months reflecting the more limited need for funds as Naugatuck Valley has scaled back

loan growth.




Total Amount of:

Total assets

Cash and cash equivalents
Investment securities — HTM
Investment securities — AFS
FHLB Stock

Loans receivable, net
Deposits

BOLI

Real estate owned
Borrowed funds

Total stockholders' equity

Loans/Deposits

Banking offices

Table 1.1

Naugatuck Valley Financial Corporation

Historical Balance Sheet Data

At Fiscal Year Ended December 31, Annual

2006 2007 2008 2009 2010 Growth Rate

Amount  Pct(1) Amount  Pct(1) Amount  Pct(1) Amount  Pct(1) Amount Pct(1) Pct

($000) (%) ($000) (%) (3000) (%) ($000) (%) ($000) (%) (%)
$413,855 100.00% $462,527 100.00% $535,386 100.00% $556,955 100.00% $568,253  100.00% 8.25%
7,942  1.92% 8370 1.81% 8,247 1.54% 12,146 2.18% 14,263 2.51% 15.76%
2,531 061% 1,190 0.26% - 0.00% 1451 0.26% 15,334 2.70% 56.89%
67,736 16.37% 65,264 14.11% 63,844 11.92% 37623 6.76% 31,683 5.58% -17.30%
3,898 0.94% 4632 1.00% 6,252 1.17% 6,252 1.12% 6,252 1.10% 12.54%
308,376 74.51% 359,831 77.80% 431,976 80.68% 473,304 84.98% 473,521 83.33% 11.32%
289,198 69.88% 321,398 69.49% 363,026 67.81% 380,931 68.40% 405,875 71.43% 8.84%
7,956  1.92% 8,264 1.79%% 8,579 1.60% 8,920 1.60% 9,248 1.63% 3.83%

0 0.00% 0  0.00% 0 0.00% 140  0.03% 421 0.07% -
68,488 16.55% 85,107 18.40% 119,148 22.25% 118,984 21.36% 102,842 18.10% 10.70%
51,084 12.34% 50,457 10.91% 45589  8.52% 50,308 9.03% 52,260 9.20% 0.57%
106.63% 111.96% 118.99% 124.25% 116.67%
9 9 10 10 10

(1) Ratios are as a percent of ending assets.

Sources: Naugatuck Valley Financial Corp. Prospectus
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Equity has increased nominally since the end of fiscal 2006 (i.e., at less than 1%
compounded annually), as capital management strategies (i.e., dividends and share
repurchases by the Company) substantially offset the capital growth provided by earnings.
Limited growth of Naugatuck Valley’s equity coupled with asset growth achieved since fiscal
2006 resulted in leveraging of the Company’s equity which diminished from 12.3% at the end of
fiscal 2006, to 9.2% as of December 31, 2010. Going forward, the post-offering equity growth
rate is expected to be impacted by a number of factors including the higher level of
capitalization, the reinvestment and leveraging of the Offering proceeds, the expense of the

stock benefit plans and the impact of dividends and potential stock repurchases.

Loans Receivable. Loans receivable totaled $473.5 million or 83.3% of total assets as of
December 31, 2010 and reflects significant growth since year end 2006, with growth moderating
in the most recent fiscal year. Management attributes the recent trend for slower growth in
loans to the recessionary economic environment and a conscious decision to restrain growth as
the level of NPAs rose significantly during the year. Permanent 1-4 family mortgage loans
comprise the largest single segment of the locan portfolio, equal to 45.6% of total loans. The
residential mortgage loan portfolio consists primarily of fixed rate mortgage loans, which
comprise the substantial majority of residential mortgage loans originated. The Company has
traditionally been a portfolio lender, but the current practice is to retain fixed rate loans with
maturities of up to 15 years in portfolio and generally sell longer term fixed rate loans. In this
regard, the Company employed six commissioned loan originators in fiscal 2010 whose primary

focus is originating loans for resale into the secondary market.

Home equity loans and lines of credit seciired by 1-4 family properties comprise an
additional 7.2% of loans as of December 31, 2010. Thus, notwithstanding the reorientation of
the Company’s operations to a more “community bank-like” operating strategy, loans secured
by residential mortgage loans (including home equity loans and lines of credit) continue to
comprise the majority of loans (52.8% of total loans). Commercial mortgage and C&l loans
comprise the majority of the balance of the loan portfolio and have been the fastest growing

segment of the loan portfolio over the last five fiscal years.

Cash, Investments and Mortgage-Backed Securities. The intent of the Company’s

investment policy is to provide adequate liquidity, to generate a favorable return on excess
investable funds and to support the established credit and interest rate risk objectives. The ratio

of cash and investments (including MBS) has fluctuated, based primarily on loan demand and
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cash inflows from deposits and borrowings and has declined in aggregate since the end of fiscal
2006, from 50.0% of assets to 39.6% as of December 31, 2010. Notwithstanding the
Company’s preference for investing in whole loans, the large securities portfolio reflects

management'’s intent to leverage capital and enhance earnings per share.

Investment securities and MBS equaled $47.0 million or 8.3% of total assets as of
December 31, 2010, while cash and equivalents totaled $14.3 million or 2.5% of assets. As of
December 31, 2010, the cash and investments portfolio consisted of cash, interest-earning
deposits in other financial institutions, issued by Ginnie Mae, Fannie Mae or Freddie Mac, U.S.
government agency obligations (including callable securities), and variable rate preferred stock
(see Exhibit I-3 for the investment portfolio composition). Additionally, the Company maintains
permissible equity investments such as FHLB stock. The majority of the Company’s investment
securities are classified as available for sale (“AFS") with the balance totaling $31.7 million,
equal to 5.6% of total assets as of the fiscal 2010 year end. The held-to-maturity (“HTM")

securities portfolio totaled $15.3 million and consisted solely of MBS.

No major changes to the composition and practices with respect to the management of
the investment portfolio are anticipated over the near term, except that the level of cash and
investments is anticipated to increase initially following the Second-Step Conversion. Over the
longer term, it is the Company’s intent to ieverage the proceeds with loans to a greater extent

than investment securities over the long term.

Bank-Owned Life Insurance. As of December 31, 2010, the balance of bank-owned life
insurance (“BOLI") totaled $9.2 million, which reflects growth since the end of fiscal 2006 owing
to increases in the cash surrender value of the policies. The balance of the BOLI reflecis tne

value of life insurance contracts on selected members of the Bank's management and has been
purchased with the intent to offset various benefit program expenses on a tax-advantaged
basis. The increase in the cash surrender value of the BOLI is recognized as an addition to

other non-interest income on an annual basis.

Funding Structure. Since fiscal year-end 2006, deposits have increased at an 8.8%

annual rate, as the Company has established strong growth targets for the deposit base in
conjunction with Naugatuck Valley's overall growth and expansion strategy. = Management
believes that such growth has been facilitated by offering relatively high deposit rates in
comparison to the prevailing competition, particularly in CD accounts. Additionally, Naugatuck

Valley's emphasis on customer service, the development of commercial account relationships
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and recent expansion of the retail branch banking network have also been factors in the deposit
growth. Reflecting the success in attracting retail consumer and business accounts, the growth
in savings and transaction accounts has equaled 34.1% and savings and transaction accounts
equaled $166.5 million or 41.0% of total deposits as of the end of fiscal 2010. Notwithstanding
the recent growth of savings and transaction accounts, CDs continued to comprise the majority

of the deposit base totaling $239.4 million, or 59.0% of deposits as of December 31, 2010.

The Company typically utilizes borrowings: (1) when such funds are priced attractively
relative to deposits; (2) to lengthen the duration of liabilities; (3) to enhance earnings when
attractive revenue enhancement opportunities arise; and (4) to generate additional liquid funds,
if required. Borrowed funds, primarily consisting of FHLB advances, have been an important
source of supplemental funding utilized by Naugatuck Valley to achieve targéted balance sheet
growth. In this.regard, borrowed funds, primarily consisting of FHLB advances, increased from
$68.5 million as of the end of fiscal 2006, to a fiscal year end peak level of $119.1 million in
fiscal 2008. In view of the success in achieving deposit growth coupled with the more limited
need for funds in fiscal 2010, the balance of borrowings has subsequently diminished to equal
$102.8 million, or 18.1% of assets as of December 31, 2010.

Equity. With the completion of the minority stock issuance in September 2004,
Naugatuck Valley's equity was more than doubled upon completion and had increased to $51.1
million, or 12.3% of assets as of December 31, 2006. Since fiscal year end 2006, the
Company’s equity reflects modest growth due, in part, to Naugatuck Valley’'s moderate
operating returns as management has focused on growth of the balance sheet, branch network
and supporting infrastructure rather than maximizing near term profitability. Coupled with the
impact of capital management strategies implemented by the Company, including a dividend
policy and share repurchases, asset growth has outstripped growth of the Company’s capital.
As of December 31, 2010, Naugatuck Valley's stockholders’ equity totaled $52.3 million, equal
to 9.20% of assets. The Bank maintained surpluses relative to its regulatory capital
requirements at December 31, 2010, and was qualified as a “well capitalized” institution. The
Offering proceeds will serve to further strengthen the Company’s regulatory capital position and
support the ability to undertake high risk-weight lending in the current environment, albeit at
diminished growth rates relative to the prior five fiscal year period. As discussed previously, the
post-Offering equity growth rate is expected to be impacted by a number of factors including the
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higher level of capitalization, the reinvestment of the Offering proceeds, the expense of the

stock benefit plans and the potential impact of dividends and stock repurchases.

Income and Expense Trends

Table 1.2 shows the Company’s historical income statements for the past five fiscal
periods through December 31, 2010. The Company reported positive earnings in four of the
last five fiscal years with the loss reported in fiscal 2008 primarily attributable to non-recurring
other than temporary impairment (*OTTI") charges on auction rate preferred stock securities
issued by Fannie Mae. On a core earnings basis, excluding non-operating items on a tax
effected basis, earnings have been positive over the time period shown. In the two fiscal years
ended 2010, earnings have been adversely impacted by the increase in NPAs and the higher
level of resulting loan loss provisions, which more than offset the benefit of an expanding net
interest margin. In fiscal 2010, net income for the Company totaled $1.5 million, equal to 0.25%

of average assets.

Net interest Income. Net interest income has grown over the period reflected in Table

1.2, primarily due to balance sheet growth and an increase in the proportion of higher yielding
loans reflecting the redeployment of funds out of the cash and investment portfolio. Specifically,
net interest income increased from $11.4 million in fiscal 2006, to $18.3 million for fiscal 2010.
However, the ratio of net interest income to average assets has fluctuated over the
corresponding time frame, with the ratio decreasing from 2.99% in fiscal 2006 to 2.75% in fiscal

2008, and then subsequently increasing to 3.15% of average assets for fiscal 2010.

Spread compression was a key factor contributing to the limited growth in net interest
income experienced over the fiscal 2006 to 2007 periods while balance sheet growth prevented
the level of net interest income from declining significantly. In this regard, the Federal Reserve
increased the targeted federal funds rate to 5.25% through June 2006 and maintained this level
for over a year through September 2007, leading to a flat to mildly inverted yield curve which
adversely impacted Naugatuck Valley's interest rate spreads. Subsequent reductions in the
targeted federal funds rate by the Federal Reserve have favorably impacted the Company’s

yield-cost spreads and fueled the expansion of net interest income.




Interest Income
Interest Expense
Net Interest Income
Provision for Loan Losses
Net Interest Income after Provisions

Other Operating Income
Mortgage Banking Fees
Operating Expense

Net Operating Income

Gains on the Sale of Loans

Net Gain{Loss) on Sale of Securities
OTTI Charges on Investments
Merger Related Expenses

Total Non-Operating Income/(Expense)

Net Income Before Tax
Income Taxes

Net Income (Loss) Before Extraord. ktems

Estimated Core Net Income
Net Income

Addback(Deduct): Non-Recurring (Inc)/Exp

Tax Effect (2)
Estimated Core Net Income

Memo:
Expense Coverage Ratio
Efficiency Ratio
Effective Tax Rate

(1) Ratios are a Percent of Average Assets.

(2) Taxeffected at a 34% rate.

Table 1.2
Naugatuck Valley Financial Corporation
Historical Income Statements

As of the Fiscal Year Ended December 31,

2006 2007 2008 2009 2010

Amount Pct(1) Amount Pct(1) Amount Pet(1) Amount Pct(1) Amount Pet(1)
($000) (%) ($000) (%) ($000) (%) ($000) (%) ($000) (%)
$ 20,750 545% $ 25,030 5.82% $ 28,203 542% $ 28,291 525% $ 28,538 4.92%
$  (9,350) -245% $ (13,174) -3.06% $ (13,904) -267% $_ (12537) -2.33% $ (10,279) -1.77%
$ 11,400 299% $ 11,856 276% $ 14,299 275% $ 15,754 292% $ 18,259 3.15%
3 {192) -0.05% $ (151) -004% § (675) -0.13% $ {1,144) -0.21% $_ (3,360) -0.58%
$ 11,208 294% $ 11,705 272% $ 13624 262% $ 14,610 271% $ 14,899 2.57%
$ 1,942 0.51% $ 2,289 0.53% $ 2,327 045% $ 2,334 0.43% $ 2,332 0.40%
$ - 0.00% $ - 0.00% § - 0.00% $ - 0.00% $ 945 0.16%
$ (11,504) -3.02% $  (12422) -2.89% $ (13454) -2.59% $_ (14,541) -2.70% $_(15125) -2.61%
$ 1,646 0.43% $ 1,572 037% $ 2,497 048% $ 2,403 045% $ 3,051 0.53%
$ - 0.00% $ - 0.00% $ 23 000% $ 20 0.00% $ - 0.00%
$ 6 0.00% $ 65 0.02% $ - 0.00% $ 388 007% $ 1 0.00%
$ - 0.00% $ - 0.00% $ (3,398) -0.65% $ - 0.00% $ - 0.00%
$ - 0.00% $ - 0.00% & - 0.00% $ - 0.00% $ 782) -0.13%
$ 6 0.00% $ 65 0.02% $ (3,375 -065% $ 408 0.08% $ (771) -0.13%
$ 1,652 0.43% $ 1,637 038% $ (878) -0.17% $ 2,811 052% $ 2280 0.39%
$ (204) -0.05% § (217) -0.05% § 566 0.11% $ (818) -0.15% § (829) -0.14%
$ 1,448 0.38% $ 1,420 033% § 312)  -0.06% $ 1,993 037% §__ 1451 0.25%
$ 1448 0.38% $ 1,420 0.33% $ (312) -0.06% $ 1,993 037% $ 1,451 0.25%
$ 6) 0.00% $ (65) -0.02% $ 3,375 065% $ (408) -0.08% $ 771 0.13%
3 2 0.00% $ 22 0.01% $ (1,148) -0.22% $ 139 0.03% § (262) -0.05%
$ 1,444 0.38% $ 1,377 0.32% $___1916 0.37% $ 1,724 032% $__1960 0.34%

99.10% 95.44% 106.28% 108.34% 120.72%

86.22% 87.82% " 80.92% 80.39% 70.23%

12.35% 13.26% 64.46% 29.10% 36.36%

Source: Naugatuck Valley Financial Corporation's audited and unaudited financial reports.
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Specifically, the Company’s interest rate spread decreased from 3.07% in fiscal 2006, to
2.76% in fiscal 2007 while increasing to 2.89% in fiscal 2008 and 3.40% in fiscal 2010 (see
Exhibit 1-4). The initial reinvestment of the Offering proceeds should increase net interest
income as the funds are reinvested, with longer-term earnings benefits realized through
leveraging of the proceeds. At the same, while the initial reinvestment of the Offering proceeds
should increase net interest income, the initial reinvestment yields are expected to depress
asset yields and the net interest income ratio. Over the long term, the asset yields may likely
recover as the funds from the Offering are redeployed into higher yielding loans, which is the

longer-term plan of the use of proceeds.

Loan Loss Provisions. Provisions for loan losses have typically been limited reflecting

the Company’s relatively strong asset quality historically and the secured nature of the loan
portfolio; the majority of the loan portfolio is secured by real estate collateral in the Company’s
market area. However, since fiscal 2007, the Company has increased the level of loan loss
provisions, which management attributes to loan growth (including growth in high risk-weight
multi-family and commercial loans), an increasing level of NPAs, and as a result of a weak
economy and erosion of real estate values which support the collateral value of Naugatuck
Valley's mortgage portfolio. The increase in NPAs was most notable in the most recent fiscal

year.

As a result, loan loss provisions have increased since the end of fiscal 2007, to equal
$3.4 million or 0.58% of average assets in fiscal 2010. At December 31, 2010, the Company
maintained valuation allowances of $6.4 million, equal to 1.33% of total loans and 35.74% of
non-performing loans. Exhibit I-5 sets forth the Company’s loan Inss allowance activity during
the review period. Going forward, the Company will continue to evaluate the adequacy of the
level of general valuation allowances (“GVAs") on a regular basis and establish additional loan

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

Non-interest Income. Consistent with the Company’s limited level of diversification into

fee generating activities, sources of non-interest operating income have been a modest
contributor to the Company’s earnings. Throughout the period shown in Table 1.2, sources of
non-interest operating income have remained relatively stable as a percent of average assets,

but increased on a dollar basis to equal $2.3 million or 0.40% of average assets for fiscal 2010.

In addition to fee income generated through deposits, loan late charges and other typical

sources, Naugatuck Valley commenced a significant initiative to develop a secondary mortgage
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operation in fiscal 2009. The Company has employed commissioned loan originators and back
office support personnel with the dual goals of increasing fee income and reducing interest rate
risk through the sale of conforming long-term fixed-rate residential mortgages. During fiscal
2010, the Company sold $37.0 million of fixed rate loans, all on a servicing retained basis, which
resulted in $945 thousand of mortgage banking fees, equal to 0.16% of average assets.
Important from the perspective of the valuation, mortgage banking income tends to be more
volatile than the non-interest fee income historically generated by Naugatuck Valley, as loan
volumes and the resulting gains realized on sale are highly dependent on market and interest

rate conditions, all of which are subject to change.

Operating Expenses. The Company's operating expenses have increased in recent

years due to expanded business volumes facilitated by branching and expanded management
and staffing, which have resulted in growth of both the retail deposit base and loan portfolio. As
a result, since the fiscal year ended December 31, 2006, annual operating expenses have
increased from $11.5 million, equal to 3.02% of average assets, to $15.1 million in fiscal 2010,

equal to 2.61% of average assets.

Although annual operating expenses have increased by 31.3% since fiscal 2006, the
operating expense ratio has been diminishing reflecting beneficial impact of growth on core
earnings exclusive of the impact of loan loss provisions. Operating expenses are expected to
increase on a post-Offering basis as a result of the expense of growth and branching initiatives
and owing to the cost of the additional stock-related benefit plans. At the same time, Naugatuck
Valley will seek to offset anticipated growth in expenses from a profitability standpoint through
moderate balance sheet growth and by reinvestment of the Offering proceeds into investment
securities over the near term (following the Second-Step Conversion) and into loans over the

longer term.

Non-Operating Income/Expense. Non-operating income and expenses have typically

had a limited impact on earnings and, over the last several years, have primarily consisted of
gains on the sale of loans and investments. However, in fiscal 2008, non-operating income and
expenses impacted the Company's operations to a greater degree than the recent historical
average as an OTTI loss on investment securities ($3.4 million) was partially offset by small
gains on the sale of loans. In fiscal 2010, net non-operating expenses totaled $771 thousand,
primarily comprised of $782 thousand of expenses related to the terminated merger with

Southern Connecticut Bancorp, net of gains on the sale of securities totaling $11 thousand.
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Taxes. The Company’s average tax rate has fluctuated over the last five fiscal periods,
but has been in the range of 12% to 36% over the last five fiscal years and equaled 36.36% in
fiscal 2010. Naugatuck Valiey is fully taxable and subject to a marginal federal tax rate of 34%.

Efficiency Ratio. The Company’s efficiency ratio reflects improvement since fiscal 2007
largely owing to expansion of the net interest margin, which is attributable to both balance sheet
growth and improving spreads, while the Company’s operating expense ratio has diminished.
Specifically, the efficiency ratio diminished from 87.8% in fiscal 2007 to 73.5% reported for the
fiscal year ended December 31, 2010. On a post-Offering basis, the efficiency ratio may show
some improvement from the benefit of reinvesting the proceeds from the Offering. However, a
portion of the benefit is expected to be offset by the increased expense of the stock benefit

plans.

Interest Rate Risk Management

The primary aspects of the Company’s interest rate risk management include:
« Diversifying portfolio loans into other types of shorter-term or adjustabie rate
lending, including commercial and construction lending;

« Maintaining an investment portfolio, comprised of high quality, liquid
securities and maintaining an ample balance of securities classified as
available for sale;

¢ Promoting transaction accounts and, when appropriate, longer-term CDs;

e Utilizing longer-term borrowings when such funds are attractively priced
relative to deposits and prevailing reinvestment opportunities;

e Maintaining a strong capital level;

¢ Limiting investment in fixed assets and other non-earnings assets; and

¢ Selling a portion of the fixed rate mortgage loans originated based on risk and
profitability considerations (typically fixed rate mortgage loans with maturities
longer than 15 years).

Notwithstanding the foregoing measures implemented to minimize the Company’s
interest rate risk exposure, the Company’s balance sheet is liability-sensitive in the short term
(less than one year) and, thus, the net interest margin could be adversely affected during
periods of rising and higher interest rates. As of December 31, 2010, the Net Portfolio Value
(“NPV”) analysis provided by the Office of Thrift Supervision (“OTS”) indicated that a 200 basis

point instantaneous and permanent increase in interest rates would result in a 181 basis point
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reduction in the NPV ratio, and result in a post-shock NPV ratio equal to 8.51% of assets (see
Exhibit I-6). These rate shock simulations indicate a minimal level of risk exposure pursuant to
OTS definitions. By way of comparison, based on OTS estimates incorporating September 30,
2010, data, and assuming a positive 200 basis point instantaneous and permanent rate shock,
the post-shock NPV ratio for all thrifts operating in the OTS Northeast Region equaled 12.86%,

which reflects a 154 basis point decline relative to the base scenario.

The NPV analysis is an indicator to the risk of earnings in a volatile interest rate
environment as it incorporates changing assumptions with respect to maturity and repricing of
assets and liabilities. Thé OTS NPV analysis indicates that the Company has a lower post-
shock NPV ratio and higher interest sensitivity measure (i.e., the change in the post-shock NPV
ratio is greater) pursuant to a rising interest rate scenario, which is typically the more adverse
scenario for a thrift institution. In this regard, the Company's interest rate risk exposure is
primarily the result of the large balance of permanent intermediate to long-term fixed rate
mortgage which comprise a significant segment of the portfolio, which are primarily funded by
comparatively short-term deposits and borrowed funds. One factor impacting the Company’s
interest rate risk which is particularly difficult to quantify is the degree to which deposits will
reprice in a response to a change in interest rates. The fact that the Company prices its
deposits in the upper end of the competitive range may result in a more rate sensitive depositor
base relative to many peer institutions. At the same time, the diminished deposit growth targets

in the future may limit the deposit pricing pressures on the Company.

Overall, the data suggests that the Company’s earnings would be adversely impacted by
increasing interest rates. On a pro forma basis, the Company’s interest rate risk position is

expected to improve as the proceeds from the Offering are reinvested in interest-earning assets.

Lending Activities and Strateqy

The Company’s lending activities have been focused on two principal elements as
follows: (1) residential mortgage lending including home equity lending; and (2) commercial and
multi-family mortgage lending, as well as C&l lending. The Company also maintains smaller
balances of construction and development loans as well as consumer loans. Details regarding
the Company’s loan portfolio composition and characteristics are included in Exhibits I-7 and I-
8. As of December 31, 2010, permanent first mortgage loans secured by residential properties

totaled $219.3 million, equal to 45.6% of total loans and home equity loans and lines of credit
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totaled $34.8 million, or 7.2% of loans. In aggregate, commercial real estate/multi-family
mortgage loans, C&l loans, as well as construction loans have increased over the last several

years to an aggregate level of $225.9 million, equal to 46.9% of gross loans.

Residential Lending. The Company has historically been a residential lender, and 1-4

family residential loans continue to comprise the largest category of loans receivable at 45.6%
of total loans. The substantial portion of 1-4 family mortgage loans have been originated by the

Company and are secured by residences in the local market area.

The Company offers fixed-rate mortgage loans with terms of 10, 15, 20 or 30 years and
adjustable -rate mortgage loans with a 15, 20 or 30 year amortization schedule, and interest
rates and payments on adjustable-rate mortgage loans adjust annually after either a one, three,
five or seven year initial fixed period. Interest rates and payments on adjustable-rate loans
generally are adjusted to a rate typically equal to 2.75% above the one-year constant maturity
Treasury index. The maximum amount by which the interest rate may be increased or
decreased is generally 2% per adjustment period and the lifetime interest rate cap is generally
6% over the initial interest rate of the loan. The Company generally does not make
conventional loans with loan-to-value ratios exceeding 97% and generally will make loans with a
loan-to-value ratio in excess of 80% only when secured by first liens on owner-occupied one- to
four-family residences. Loans with loan-to-value ratios in excess of 80% require private
mortgage insurance or additional collateral. The Company requires all properties securing
mortgage loans to be appraised by a Board-approved independent appraiser. The Company
requires title insurance on all first mortgage loans. Borrowers must obtain hazard insurance, or

flood insurance for loans on property located in a flood zone, before closing the loan.

Commercial Real Estate and Multi-family Mortgage Lending.  Multi-family and

commercial mortgage lending has been an area of portfolio diversification for the Company.
Such loans are typically secured by properties in western and southern Connecticut are
generally originated by the Company. Such loans are typically originated by the Company for

the purpose of financing existing structures rather than new construction

As of December 31, 2010, multi-family and commercial mortgage loans together equaled
$160.2 million (33.3% of loans) and $97.1 million (29.9% of loans), respectively. Multi-family
and commercial mortgage loans are typically offered with fixed rates of interest for the first five
or seven years of the loan, which are then subject to a call provision or rate adjustment. The

typical principal balance is between $500,000 and $2 million, but may be more depending upon
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numerous factors including the creditworthiness of the borrower and other key underwriting

criteria.

The Company offers adjustable-rate mortgage loans secured by muiti-family and
commercial real estate. Multi-family and commercial real estate loans are generally secured by
condominiums, apartment buildings, offices, retail and other income producing properties, as
well as owner-occupied properties used for businesses. The Company originates multi-family
and commercial real estate loans for terms generally up to 20 years. Interest rates and
payments on adjustable-rate loans adjust every one, three, five or ten years. Interest rates on
adjustable rate loans generally are adjusted to a rate typically equal to 2.00% to 2.50% above
the one-year, three-year, five-year or ten-year Federal Home Loan Company classic advance
rate. There are no adjustment period or lifetime interest rate caps. Loan amounts generally do

not exceed 80% of the appraised value.

Construction and Development Loans. Construction lending has diminished modestly

.over the last several years reflecting the recessionary economy which has limited new
construction and reflecting Naugatuck Valley's limited appetite for such loans in the current
environment. The Company originates construction loans to individuals to finance the
construction of residential dwellings for personal use, and construction loans will generally
provide for the payment of interest only during the construction phase, which is usually nine
months. At the end of the construction phase, the loan may convert to a permanent mortgage
loan. Loans generally can be made with a maximum loan to value ratio of 80% of the appraised

value with a maximum term of 30 years.

The Company also makes commercial construction loans for caiiwviercial development
projects, including condominiums, apartment buildings, and single family subdivisions as well as
office buildings, retail and other income producing properties. These loans provide for payment
of interest only during the construction phase and may, in the case of an apartment or
commercial building, convert to a permanent mortgage loan or, in the case of a single family
subdivision or construction or builder loan, be paid in full with the sale of the property after
construction is complete. In the case of a commercial construction loan, the construction period
may be from nine months to two years. Loans are generally made to a maximum of 80% of the
appraised value as determined by an appraisal of the property made by an independent

licensed appraiser. The Company also requires an inspection of the property before
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disbursement of funds during the term of the construction loan for both residential and

commercial construction loans.

The Company will also originate land loans to individuals on approved residential
building lots for personal use for terms of up to 20 years and to a maximum loan-to-value ratio
of 75% of the lower of the appraisal value or purchase price. Land loans adjust annually after a
five-year initial fixed period. Interest rates after adjustment are equal to 2.75% above the one-

year constant maturity Treasury index.

Finally, the Company will also originate loans to local contractors and developers for the
purpose of making improvements to, and on, approved subdivisions and condominium projects
within two years of the date of the original loan. Such loans generally are written with a
maximum loan-to-value ratio of 80% of the lower of the appraised value or purchase price of the
land. These loans adjust when and as the index changes at a rate that is generally equal to the
prime rate as published in The Wall Street 'Journal plus 1%. The Company requires title
insurance and, if applicable, a hazardous waste survey reporting that the land is free of

hazardous or toxic waste.

Commercial Business Loans. The Company's efforts to increase commercial lending

have primarily centered on the development of real estate secured relationships, as C&l loans
remain limited. As of December 31, 2010, C&l loans totaled $34.8 million, or 7.2% of total
loans. Commercial business loans are made to a variety of professionals, sole proprietorships
and small businesses primarily in the primary market area. The Company will offer a variety of
commercial lending products. These loans are typically secured, primarily by business assets.
These loans are originated with maximum loan-to-value ratios of 75% of the value of the
business assets. The Company originates one- to ten-year term loans for the acquisition of
equipment or business expansion, lines of credit for seasonal financing needs and demand
loans for short term financing needs with specific repayment sources. Commercial business
loans are generally written at variable rates which use the prime rate as published in The Wall
Street Journal as an index and, depending on the qualifications of the borrower, a zero to 3.0%
margin is added. These rates will change when and as the index rate changes without caps.
Fixed-rate loans are written at market rates determined at the time the loan is granted and are

based on the length of the term and the qualifications of the borrower.

When making commercial business loans, the Company considers the financial

statements of the borrower, the borrower’s payment history of both corporate and personal debt,
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the debt service capabilities of the borrower, the projected cash flows of the business, and

viability of the industry in which the customer operates and the value of the collateral.

Consumer Loans. Consumer loans include second mortgage / HELOC, and traditional

consumer loans. As of December 31, 2010, second mortgage / HELOC loans comprised 7.2%
of total loans and consumer loans comprised just 0.3% of total loans. The Company will
continue to offer these loans seeking to provide a full range of loan products to its customers but
consumer lending will not be a strategic focus of the Company. The majority of the Bank's
consumer lending will continue to consist of second mortgage loans / HELOCs in the future,
and, to a much lesser extent, loans secured by passbook or certificate accounts, automobiles,

as well as unsecured personal loans and overdraft protection accounts.

Unsecured loans generally have a maximum borrowing limit of $5,000 and a maximum
term of three 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 loans. 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. Second mortgage loans have fixed rates of interest for
terms of up to 20 years. These loans are originated with maximum combined loan-to-value
ratios of 75% of the appraised value of the property. HELOCs have adjustable rates of interest
that are indexed to the prime rate as published in The Wall Street Journal for terms of up to 10
years. These loans are originated with maximum loan-to-value ratios of 75% of the appraised

value of the property and the Company requires a second lien position on the property.

Loan Originations, Purchases and Sales. Reflecting the broad diversification in the loan

portfolio, loan originations by loan type reflects the portfolio mix of the Company with real estate
secured mortgage loans comprising the most significant component of loan originations (see
Exhibit I-9 for detailed loan origination purchase and sales information). For fiscal 2010, total
loan originations were $141.4 million, the majority of which were fixed rate one-to-four family
and commercial real estate loans. The majority of the Company’s loan volume is internally
originated through six commissioned residential loan officers and salaried commercial lenders.
The Company did not purchase any loans in fiscal 2010 and, historically, purchases have been

limited and have generally consisted of commercial loan participations.
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Asset Quality

The Company’s asset quality has historically been strong and the level of NPAs has
been modest, generally well below a level of 1% of assets. However, Naugatuck Valley has
recently realized an increase in the level of NPAs, primarily related to the recessionary
economic environment. Specifically, the Company's delinquencies have increased as a result
of growing unemployment in its markets and the slack economy has depressed the collateral
value of many of the Company’s security properties. As reflected in Exhibit 1-10, the total NPA
balance (i.e., loans 90 days or more past due and REQO) as of December 31, 2010, was $18.3
million, equal to 3.22% of assets, consisting primarily of non-accruing loans ($11.1 million),
restructured performing loans ($6.8 million) and a small balance of REO ($421 thousand). The
current balance of NPAs represents a significant increase relative to the level relative to the
prior fiscal year end of $6.1 million, equal to 1.10% of total assets. The ratio of allowances to
total loans equaled 1.33% while reserve coverage in relation to NPAs equaled 34.9% as of
December 31, 2010 (see Exhibit I-5).

To track the Company’'s asset quality and the adequacy of valuation allowances,
Naugatuck Valley has established detailed asset classification policies and procedures which
are consistent with regulatory guidelines. Naugatuck Valley maintains the allowance for loan
losses at a level that is believed to be adequate to absorb probable losses inherent in the
existing loan portfolio, based on a quarterly evaluation of a variety of factors. These factors
include, but are not limited to: the Company’s historical loan loss experience and recent trends
in that experience; risk ratings assigned by lending personnel to commercial real estate and the
results of ongoing reviews of those ratings by the Company’s independent loan review function,
an evaluation of non-performing loans and related collateral values; the probability of loss in
~view of geographic and industry concentrations and other portfolio risk characteristics; the

present financial condition of borrowers; and, current economic conditions.

The Company's management reviews and classifies loans on a monthly basis and
establishes loan loss provisions based on the overall quality, size, and composition of the loan
portfolio, as well as other factors such as historical loss experience, industry trends, and local

real estate market and economic conditions.
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Funding Composition and Strategy

Deposits have consistently been the Company’s primary source of funds. As of
December 31, 2010, deposits totaled $473.5 million, which reflects 8.8% annual growth since
December 31, 2006. Lower costing savings and transaction accounts totaling $166.5 million
comprised approximately 41.0% of the Company's deposits at December 31, 2010 (see Exhibit
I-10). The balance of the deposit base is comprised of CDs, the majority of which have
remaining maturities of one year or less. As of December 31, 2010, CDs with balances equal to
or in excess of $100,000 equaled $92.8 million (see Exhibit I-11).

Deposit solicitation efforts for the Company have been facilitated by the opening of
seven branch offices since 2000 including 1 office in 2008, the expansion of commercial
account relationships, and active solicitation of commercial deposit accounts. While Naugatuck
Valley's practice over the last five fiscal years has been to price deposits on a highly competitive
basis in relation to the prevailing market average in order to achieve targeted growth objectives,
the more moderate growth objective over the near to intermediate term future may benefit the

Company'’s cost of funds relative to its local peers on a prospective basis.

Borrowings have been utilized primarily as a supplemental funding source to fund
lending activity. As of December 31, 2010, borrowed funds consisted of $35.9 million of FHLB
advances, the majority of which are short to intermediate term fixed rate advances, and $6.9
million of collateralized repurchase agreements which are short term in nature. As of December
31, 2010, Naugatuck Valley’'s borrowed funds had a weighted average coupon rate of 2.46%.
The Company uses deposits and borrowings interchangeably to fund assets depending on
various factors including liquidity and asset/liability management strategies. Recently, however,
the Company has diminished borrowings utilization as loan growth has slowed. The Company
expects that borrowed funds may likely continue to diminish in the future as the $31 million
borrowed funds balance is scheduled to mature in fiscal 2011 and the Company will be seeking

to replace a portion of the borrowings with deposits.

The Company anticipates utilizing borrowings as a supplemental funding source in the
future, generally for these same purposes. The Company’'s overall preference is to utilize
deposits to fund operations with the objective of building customer relationships and increasing

cross-sell potential and fee income.
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Subsidiaries

Presently, the Bank is the only subsidiary of Naugatuck Valley. The Bank currently has
one wholly-owned subsidiary, Naugatuck Valley Mortgage Servicing Corporation, which
operates as the Bank's Passive Investment Corporation (“PIC"), which exempts it from
Connecticut income tax under current law and whose business consists solely of mortgage

loans.

Legal Proceedings

Other than the routine legal proceedings that occur in the Company’s ordinary course of
business, the Company is not involved in litigation which is expected to have a material impact

on the Company'’s financial condition or operations.
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Il. MARKET AREA

Introduction

Organized in 1922, the Company is headquartered in Naugatuck, Connecticut, which is
located in southwestern Connecticut approximately six miles south of Waterbury and 26 miles
north of Bridgeport. In addition to the main office, the Company conducts business through nine
branch offices in the Greater Naugatuck Valley. The Greater Naugatuck Valley encompasses
the communities in the central and lower Naugatuck Valley regions in New Haven and Fairfield
Counties. The market area economy is primarily oriented to the service, retail, construction, and
manufacturing industries. Exhibit II-1 provides a detailed description of the Company’s office

properties.

Connecticut has regional variations in its landscape and culture — from the wealthy
estates of Fairfield County’s “Gold Coast” to the rolling mountains and horse-farms of the
Litchfield Hills in the northwest corner. Connecticut's rural areas and small towns in the
northeast and northwest corners contrast sharply with its industrial cities, located along the
coastal highways from the New York border to New Haven, then northwards to Hartford, as well
as further up the coast near New London. The southern Connecticut market (including New
Haven and Fairfield counties) represents the greatest concentration of population, deposits and
income in the state, as these southern counties combined represent approximately one-half of

the state’s population and a similar percentage of households

Future business and growth opportunities will be partially influenced by economic and
demographic cnaracteristics of the markets served by the Company, particularly the future
growth and stability of the regional economy, demographic growth trends, and the nature and
intensity of the competitive environment for financial institutions. These factors have been
examined to help determine the growth potential that exists for the Company and the relative
economic health of the Company’s primary market area. The Company intends to continue
expanding its regional branch office network through the acquisition of branches or whole
institutions if such opportunities should arise. A map showing the Company’s office coverage is
set forth below and details regarding the Company'’s offices and recent trends with respect to

market interest rate levels are set forth in Exhibit 11-1 and 1I-2, respectively.
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Market Area Demographics

Demographic and economic growth trends, measured by changes in population, number
of households, age distribution and median household income, provide key insight into the
health of the market area served by the Company (see Table 2.1). Fairfield County where the
Company maintains one office is a densely populated market, reflecting its proximity to New
York City, and ranks as the largest county in terms of population in the State of Connecticut.
Likewise, in New Haven County where the majority of the branches are located is densely
populated with a population base only slightly smaller than Fairfield County. In aggregate, the
population of the Fairfield and New Haven County markets totaled an estimated 1.8 miilion
residents as of 2010, providing the Company with exposure to a huge potential market of retail
and business customers. While relatively large in terms of the total population, the New Haven

and Fairfield County markets are relatively mature and population
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Population (000)

United States

Connecticut
Fairfield County
New Haven County
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United States

Connecticut
Fairfield County
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United States

Connecticut
Fairfield County
New Haven County

Per Capita Income ($)
United States
Connecticut

Fairfield County
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2010 HH Income Dist. (%)
United States
Connecticut

Fairfield County

New Haven County

Source: SNL Financial.

Table 2.1
Naugatuck Valley Financial Corp.

Summary Demographic Data
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Year Growth Rate
2000 2010 2015 2000-2010 2010-2015
281,422 311,213 323,209 1.0% 0.8%
3,406 3,536 3,569 0.4% 0.2%
883 907 910 0.3% 0.1%
824 851 860 0.3% 0.2%
105,480 116,761 121,360 1.0% 0.8%
1,302 1,353 1,366 0.4% 0.2%
324 333 334 0.3% 0.1%
319 329 332 0.3% 0.2%
$42 164 $54,442 $61,189 2.6% 2.4%
53,915 70,340 80,697 2.7% 2.8%
64,876 87,754 103,758 3.1% 3.4%
48,834 62,374 73,227 2.5% 3.3%
$21,587 $26,739 $30,241 2.2% 2.5%
28,766 36,065 41,464 2.3% 2.8%
38,350 47,705 55,646 2.2% 3.1%
24,439 30,479 35,078 2.2% 2.9%
Less Than $25,000to $50,000 to
$25,000 50,000 100,000 $100,000 +
20.8% 24.7% 35.7% 18.8%
14.9% 18.0% 38.4% 28.8%
12.1% 12.9% 31.2% 43.8%
18.0% 20.5% 39.8% 21.7%
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growth has been relatively modest. In this regard, annualized population growth in New Haven
and Fairfield Counties were 0.3%, for the period from 2000 to 2010, compared to the state
average of 0.4%, both of which were below the national average of 1.0%. Moreover, the
foregoing population growth trends are projected to continue for the Company’s primary markets

over the next five years.

Personal and household income measures, as indicated by per capita and median
household income data, reflect the affluent nature of the Fairfield County market. in this regard,
Fairfield County residents includes a large number of high income commuters to New York City
while shoreline areas such as Greenwich and Stamford have developed into regional
employment centers in their own right. Residents of the Company’s market in New Haven
County have comparatively moderate income levels. In terms of household income measures,
New Haven County’s median household income was $62,374 in 2010, which was above the
national average but below of the state average of $70,340. By comparison, median household
income in Fairfield County was $87,754 in 2010, well above both the national and state
averages. While levels of personal income in the Company’s market area were relatively high in
relation to the national average, growth rates were generally in line with the key state and

national aggregates.

Summary of Local Economy

Real Estate Market. Single-family home sales in Connecticut sank to the historical lows

during 2010 as the number of homes sold hit levels that haven’t been experienced in over 20
years. According to the Warren Group, a firm that tracks real e<tatc L .nds in New England,
Connecticut single-family home sales during 2010 fell to 24,270, down 0.54% from the sales
levels reached in 2009. The decline marks the sixth straight year in which sales volume has
decline from the prior year. According to the National Association of Realtors, which tracks real
estate trends in the Company’s market area, single-family home prices the New Haven-Milford
metropolitan region averaged $218,400 during the fourth quarter of 2010, a price decline of
7.9% from the fourth quarter of 2009. However, foreclosures in the Company’s market area
counties have been declining over the last six months and totaled less than 100 in both market

area counties during January 2011.

The commercial real estate market in Greater New Haven struggled during 2010, as

more space became available than was occupied. Absorption for the year was negative
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approximately negative 210,000 sq. ft. and reflects the rising unemployment rate in the New
Haven market. According to Cushman Wakefield, a commercial real estate brokerage, the New
Haven commercial real estate market is projected to remain slow but steady as it has been
throughout recession. Experts are forecasting moderate leasing and sales activity during 2011

but continued negative absorption and a rise in vacancies.

Regional Employment. The Company’s market area is in the southwestern corner of

Connecticut and its characteristics reflect the market's location within the Northeast- Corridor
between Boston and New York. The New Haven County economy is historically rooted in
manufacturing but like many other manufacturing centers around the nation has transitioned into
a more diversified economy. Major sectors of the New Haven economy include healthcare,
professional services, financial services, and retail trade. Within the Company’s market area,
the financial sector plays a more prominent role in Fairfield County reflecting the movement of
financial services jobs out of New York City into the suburban markets where its workers reside
and where the cost of business is lower. In New Haven, the presence of Yale University has
made higher education a major component to the Greater New Haven economy, particularly
because of its prestigious reputation as a leading research center and skilled alumni base. New
Haven's central location between New York and Boston has also assisted in the development of
the regions healthcare and biosciences industry as New Haven is the bio-tech capital of
Connecticut and is home to over 50% of the State’s bio-tech firms. Additionally, the market area
has a dense population of hospitals, pharmaceutical companies and other healthcare related
businesses. Major employers in the Company’s market area include General Electric, Xerox
Corp., Gerald Metals, Pitney Bowes and many others. Table 2.2 lists some of the major

employers that have a significant impact on the Company’s market area.
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Table 2.2
Naugatuck Valley Financial Corp.
Top 5 Market Area Employers

Company City Industry/Sector

Yale University New Haven Education

Yale New Haven Health System New Haven Healthcare

Hospital of St. Raphael New Haven Healthcare

AT&T New Haven Telecommunications

Southern Connecticut State University New Haven Education

Source: Greater New Haven Chamber

Unemployment

Recent unemployment data for the market area is shown below in Table 2.3. The data
indicates that the December 2010 unemployment rate of 8.6% for Connecticut was slightly
below the comparable U.S. unemployment rate of 9.4%. The unemployment rate for the state
of Connecticut was slightly higher in December 2010 compared to December 2009. December
2010 unemployment rates for New Haven County and Fairfield County equaled 9.6% and 7.9%,
respectively. Counter to the state unemployment rate, both New Haven and Fairfield counties
recorded higher unemployment rates for December 2010 compared to the year ago period.

Table 2.3
Naugatuck Valley Financial Corp.
Market Area Unemployment Trends

December 2009 December 2010

Region Unemployment Unemployment
United States 10.0% 9.4%
Connecticut 8.5 8.6

New Haven County 9.2 9.6
Fairfield County 7.7 7.9

Source: U.S. Bureau of Labor Statistics.




RP® Financial, LC. MARKET AREA ANALYSIS
n.7

Market Area Deposit Characteristics

Table 2.4 displays deposit market trends from June 30, 2006, through June 30, 2010, for
New Haven County, Fairfield County, and for the state of Connecticut. Consistent with the state
of Connecticut, commercial banks maintained a larger market share of deposits than savings
institutions in New Haven and Fairfield Counties. Bank and thrift deposits in New Haven County
increased at a 1.9% annual rate from June 30, 2006, through June 30, 2010, which was below
the comparative 4.9% deposit growth rate posted by all Connecticut banks and thrifts.
Comparatively, Bank and thrift deposits in Fairfield County increased at a 6.6% annual rate from
June 30, 2006 through June 30, 2010.

Table 2.4
Naugatuck Valley Financial Corp.
Deposit Summary

As of June 30,

2006 2010 Deposit
Market  No. of Market No.of Growth Rate
Deposits Share Branches Deposits Share Branches 2006-2010
(Dollars In Thousands) (%)

Deposit Summary
State of Connecticut $79,183,000 100.0% 1,232 $95,723,000 100.0% 1,296 4.9%
Commercial Banks 44,580,000 56.3% 596 59,671,000 62.2% 692 7.5%
Savings Institutions 34,603,000 43.7% 636 36,152,000 37.8% 604 1.1%
New Hawen County $17,738,079 100.0% 263 $19,159,757 100.0% 269 1.9%
Commercial Banks 11,188,255 63.1% 142 12,804,482 66.8% 152 3.4%
Savings Institutions 6,549,824 36.9% 121 6,355,275 33.2% 117 -0.8%
Naugatuck Financial Comp. 241,189 1.4% 5 366,460 1.9% 9 11.0%
Fairfield County $23,362,636 100.0% 369 $30,189,796 100.0% 416 6.6%
Commercial Banks 12,671,847 54.2% 201 18,644,550 61.8% 257 10.1%
Savings Institutions 10,690,789 45.8% 168 11,545,246  38.2% 159 1.9%
Naugatuck Financial Com. 28,387 0.1% 1 35,738 0.1% 1 5.9%

Source: FDIC.

During the period covered in Table 2.4, commercial banks experienced a slight increase
in deposit market share in Connecticut and both market area counties. In New Haven County,
the Company’s $366.5 million of deposits at June 30, 2010, represented a 1.9% market share of
thrift and bank deposits. Comparatively, in Fairfield County, the Company’s $35.7 million of
deposits at June 30, 2010 represented a 0.1% market share of thrift and bank deposits. The
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Company’s deposits in New Haven County and Fairfield County increased at annual rates of
11.0% and 5.9%, respectively, from June 30, 2006, through June 30, 2010. The Company
experienced an increase in deposit market share in New Haven County while deposit market

share in Fairfield County remained the same.

Competition

The Company faces notable competition in both deposit gathering and lending activities,
including direct competition with financial institutions that primarily have a local, regional or
national presence. Securities firms and mutual funds also represent major sources of
competition in raising deposits. In many cases, these competitors are also seeking to provide
some or all of the community-oriented services as the Company. With regard to lending
competition, the Company encounters the most significant competition from the same
institutions providing deposit services. In addition, the Company competes with mortgage
companies, independent mortgage brokers, and credit unions. Table 2.5 lists the Company’s
largest competitors in each of the primary market area counties based on deposit market share

as noted parenthetically.
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Location

New Haven County

Fairfield County

Sources: FDIC

MARKET AREA ANALYSIS

Table 2.5

Naugatuck Valley Financial Corp.
Market Area Counties Deposit Competitors

Name

Webster Bank (27.39%)
Wells Fargo Bank (14.60%)
New Alliance Bank (11.86%)
Bank of America (9.75%)
Peoples United Bank (8.65%)
Naugatuck Valley (3.24%)
Rank: 8 of 27

Peoples United Bank (17.73%)
Wells Fargo Bank (14.24%)
Bank of America (12.36%)
JPMorgan Chase (12.10%)
Citibank (6.99%)

Naugatuck Valley (0.12%)
Rank: 28 of 31

1.9
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ill. PEER GROUP ANALYSIS

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

regulations and regulatory reform.

Peer Group Selection

The Peer Group selection process is governed by the general parameters set forth in the
regulatory valuation guidelines and other regulatory guidance. The Peer Group is comprised of
only those publicly-traded thrifts whose common stock is either listed on a national exchange
(NYSE or AMEX) or is NASDAQ listed, since their stock trading activity is regularly reported and
generally more frequent than “non-listed thrifts” i.e., those listed on the Over-the-Counter
Bulietin Board or Pink Sheets, as well as those that are non-publicly traded and closely-held.
Non-listed institutions are inappropriate since the trading activity for thinly-traded or closely-held
stocks is typically highly irregular in terms of frequency and price and thus may not be a reliable
indicator of market value. We have also excluded from the Peer Group those companies under
acquisition or subject to rumored acquisition, mutual holding companies, and recent
conversions, since their pricing ratios are subject to unusual distortion and/or have limited
trading history. We typically exclude those that were converted less than one year as their
financial results do not reflect a full year of reinvestment benefit and since the stock trading
activity is not seasoned. A recent listing of the universe of all publicly-traded savings institutions
is included as Exhibit l1l-1.

Ideally, the Peer Group should be comprised of locally or regionally-based institutions

with relatively comparable resources, strategies and financial characteristics. There are
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approximately 148 publicly-traded thrift institutions nationally, which includes approximately 27
publicly-traded MHCs. Given the limited number of public full stock thrifts, it is typically the case
that the Peer Group will be comprised of institutions which are not directly comparable, but the
overall group will still be the “best fit" group. To the extent that key differences exist between
the converting institution and the Peer Group, valuation adjustments will be applied to account
for such key differences. Since Naugatuck Valley will be a full stock public company upon
completion of the Second-Step Conversion offering, we considered only full stock companies to
be viable candidates for inclusion in the Peer Group, excluding those in MHC form.

Based on the foregoing, from the universe of publicly-traded thrifts, we selected 10
institutions with characteristics similar to those of Naugatuck Valley. In the selection process,
we applied three “screens” to the universe of all public thrifts that were eligible for consideration:

. Screen #1 New England institutions with total assets of less than $2.0 billion,
tangible equity-to-assets ratios of greater than 6.0% positive core earnings
and return on equity measures of less than 10%. Eleven companies met the
criteria for Screen #1 and eight were included in the Peer Group: Mayflower
Bancorp of MA, Newport Bancorp of Rl, Central Bancorp of MA, Chicopee
Bancorp of MA, Hampden Bancorp of MA, New Hampshire Thrift
Bancshares, Inc. of NH, Westfield Financial of MA and United Financial
Bancorp of MA. Peoples Federal Bancshares of Massachusetts and Si
Financial Group of Connecticut were both excluded due to their recent
conversion status (conversions completed in July 2010 and January 2011,
respectively). Legacy Bancorp, Inc. of MA was also excluded owing to its
pending acquisition. Exhibit Ill-2 provides financial and public market pricing
characteristics of all publicly-traded Northeast thrifts.

. Screen #2 — Mid-Atlantic thrifts with assets between $400 million and $800
millior, tangible equity-to-assets ratios of greater than 10.0%, Six companies
met the criteria for Screen #2 and two were included in the Peer Group: TF
Financial Corp. of PA and Ocean Shore Holding Co. of NJ. The four
companies meeting the criteria but not included in the Peer Group had all
completed their standard or second step conversion transactions within the
past twelve months and included: Standard Financial Corp of PA (October
2010), Alliance Bancorp of PA (January 2011), Colonial Bancorp of NJ (July
2010) and Oneida Financial Corp of NY (July 2010). Exhibit liI-3 provides
financial and public market pricing characteristics of all publicly-traded
Northeast thrifts.

Table 3.1 shows the general characteristics of each of the 10 Peer Group companies
and Exhibit lll-4 provides summary demographic and deposit market share data for the primary

market areas served by each of the Peer Group companies. While there are expectedly some




Ticker

UBNK
WFD

NHTB

OSHC
THRD
CBNK
HBNK
CEBK
NFSB
MFLR

NOTES:

Financial Institution

United Financial Bancorp of MA
Westfield Financial Inc. of MA
NH Thrit Bancshares of NH
Ocean Shore Holding Co. of NJ
TF Financial Corp of Newtown PA
Chicopee Bancorp, Inc. of MA
Hampden Bancom, Inc. of MA
Central Bancorp of Somenille MA
Newport Bancorp, Inc. of R
Mayfiower Bancom, inc. of MA

(1) Operating strategies are: Thrit=Traditional Thrift, M.B.=Mortgage Banker, R.E.=Real Estate Deweloper, Div.=Diversified

and Ret.=Retail Banking.

Exchange

NASDAQ
NASDAQ
NA3DAQ
NASDAQ
NASDAQ
NASDAQ
NASDAQ
NASDAQ
NASDAQ
NASDAQ

Table 3.1
Peer Group of Publicly-Traded Thrifts
February 4, 2011

Operating Total

Primary Market Strategy(1)  Assets(2) Offices
W. Springfield MA Thrift $1,585 24
Westfield, MA Thrift $1,240 11
Newport, NH Thrift $995 27
Qcean City, NJ Thnft $838 10
Newtown, PA Thrift $692 14
Chicopee, MA Thrit $574 8
Springfield, MA Thrift $574 9
Somenille, MA Thrift $526 11
Newport, R Thrift $450 6
Middleboro, MA Thrift $249 8

(2) Most recent quarter end available (E=Estimated and P=Pro Forma).

Source: SNL Financial, LC.

Fiscal
Year

12-31
12-31
12-31
12-31
12-31
12-31
06-30
03-31
12-31
04-30

Conv.
Date

12/07
01/07
05/86
12/09
07/94
07/06
01/07
10/86
07/06
12/87

Stock
Price
$)

$156.36

$8.62
$13.25
$12.04
$22.59
$13.93
$12.50
$14.87
$13.60

$8.95

Market
Value
($Mil)

$247
$243
$77
$88
$67
$384
$87
$25
$47
$19
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differences between the Peer Group companies and Naugatuck Valley, we believe that the Peer
Group companies, on average, provide a good basis for valuation subject to valuation
adjustments. The following sections present a comparison of Naugatuck Valley’s financial
condition, income and expense trends, loan composition, interest rate risk and credit risk versus

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

In addition to the selection criteria used to identify the Peer Group companies, a
summary description of the key comparable characteristics of each of the Peer Group

companies relative to Naugatuck Valley’s characteristics is detailed below.

e United Financial Bancorp of Massachusetts (“UBNK”). UBNK operates through 24
offices throughout western Massachusetts. UBNK’s NPAs to assets ratio was above the
Peer Group average, due to its diversified loan portfolio and high risk weighted assets
ratio. UBNK also reported a tangible equity-to-assets ratio of 14.0% that was also above
the Peer Group average. UBNK reported total assets of $1.6 billion and a ROA of
0.65% for the twelve months ended December 31, 2010.

e Westfield Financial, Inc. of MA (“WFD”). WFD operates through a total of 11 offices
in western Massachusetts. Their ratio of NPAs to assets is below the Peer Group
average. WFD's ROA was also below the Peer Group average, notwithstanding WFD’s
high tangible equity-to-assets ratio of 17.8% which was the result of the second-step
conversion completed in January 2007. As of December 31, 2010, WFD reported total
assets of $1.2 billion and a ROA of 0.25% for the latest twelve month period.

e New Hampshire Thrift Bancshares of New Hampshire (“NHTB”). NHTB operates
through 27 branch offices in central New Hampshire. NHTB's balance sheet included a
similar loans-to-assets ratio to the Peer Group and NHTBs’ tangible equity/assets ratio
reflects greater leverage (6.4% ratio) than Naugatuck Valley on a pro forma basis. As of
December 31,, 2010 NHTB reported total assets of $995 million and a ROAA of 0.81%
for the latest twelve month period, which was modestly above the Peer Group average.

e Ocean Shore Holding Co. of NJ (“OSHC”). OSHC an=rates 10 offices through two
counties in eastern New Jersey. OSHC maintains the highest percentage of 1-4 family
loans which also equates to a low risk weighted assets ratio. OSHC also maintained the
lowest NPAs to assets ratio, due to its less diversified loan portfolio. OSHS operates
with a tangible equity to assets equal to 11.8% which falls within the range of the Peer
Group average and median which was enhanced by the recent second-step conversion
completed in December 2009. OSHC reported assets of $838 million as of September
30, 2010 and a ROA of 0.68% for the latest twelve month period.

e TF Financial Corporation of PA (“THRD”). THRD operates 14 branches in the
Philadelphia metropolitan area. THRD maintained a ratio of NPAs to assets which was
well above the average for the Peer Group thereby enhancing the comparability to the
Company. At December 31, 2010 THRD reported total assets of $692 million, a tangible
equity-to-assets ratio of 10.0% and a 12 month ROA of 0.47%.

e Chicopee Bancorp of MA (“CBNK”). CBNK operates 8 branches in the western
Massachusetts. CBNK maintained a ratio of NPAs to assets which was comparable to
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the average for the Peer Group. At December 31, 2010 CBNK reported total assets of
$574 million, a tangible equity-to-assets ratio of 16.0% and a 12 month ROA of 0.08%.

» Hampden Bancorp of Massachusetts (“HBNK”). HBNK operates through 9 offices in
western Massachusetts. HBNK's NPAs to assets ratio was above the Peer Group
average, due to its diversified loan portfolio and high risk weighted assets ratio. HBNK
also reported a tangible equity-to-assets ratio of 16.3% that was also above the Peer
Group average. HBNK reported total assets of $1.6 billion and notwithstanding a very
strong level of capital, HBNK's ROA of 0.06% for the twelve months ended September
30, 2010, which is the lowest of any of the Peer Group companies.

e Central Bancorp of MA (“CEBK”). CEBK operates 11 branches in the Boston
metropolitan area. CEBK maintained a ratio of NPAs to assets which was well above
the average for the Peer Group thereby enhancing the comparability to the Company.
Additionally, CEBK emphasizes high risk weight lending including primarily commercial
real estate lending. At September 30, 2010 CEBK reported total assets of $526 million,
a tangible equity-to-assets ratio of 8.4% and a 12 month ROA of 0.41%.

e Newport Bancorp, Inc. of Rl (“NFSB”) NFSB operates six full service banking offices
in southern Rhode Island and southeastern Connecticut and maintains total assets of
$450 million. Asset quality is very strong and NPAs are at minimal levels, while the
tangible equity/assets ratio is above the Peer Group average reflecting the standard
conversion offering in July 2006. . At December 31, 2010 NFSB reported total assets of
$450 million, a tangible equity-to-assets ratio of 11.1% and a 12 month ROA of 0.40%.

¢ Mayflower Bancorp, Inc, of Massachusetts (“MFLR”) MFLR has the smallest asset
total of the Peer Group at $249 million and operates through 8 offices in eastern
Massachuselts. At September 30, 2010, MFLR maintained a tangible equity-to-assets
ratio of 8.5% which was below the Peer Group average and an ROA of 0.54%, which
was above the Peer Group average.

In the aggregate, the Peer Group companies maintain a slightly higher tangible equity
level in comparison to the industry average (12.02% of assets versus 10.72% for all public
companies) and gererate a higher level of core profitability (0.35% of average assets for the
Peer Group versus a loss of 0.07% of average assets for all public companies). Accordingly,
the Peer Group companies have a positive average core ROE, whereas all public companies
have an average coe ROE of less than 1% (3.25% for the Peer Group versus 0.47% for all
public companies). Overall, the Peer Group's pricing ratios were at a modest premium to all
publicly traded thrift nstitutions on a P/TB and P/A basis and approximated all publicly traded
thrifts on a Price/Core earnings basis (however many public companies did not have meaningful

core earnings multiples owing to their trailing twelve month loss position).




RP® Financial, LC. PEER GROUP ANALYSIS

1.6
All
Public-Thrifts Peer Group
Financial Characteristics (Averages)
Assets ($Mil) $2,908 $772
Market Capitalization ($Mil) $361 $98
Tangible Equity/Assets (%) 10.72% 12.02%
Core Return on Average Assets (%) (0.07%) 0.35%
Core Return on Average Equity (%) 0.47% 3.25%
Pricing Ratios {Averages)(1)
Price/Core Earnings (x) 18.19x 19.97x
Price/Tangible Book (%) : 89.64% 99.29%
Price/Assets (%) 9.49% 11.56%

(1) Based on market prices as of February 4, 2010.

The thrifts selected for the Peer Group were relatively comparable to Naugatuck Valley
in terms of all of the selection criteria and are considered the “best fit" group. While there are
many similarities between Naugatuck Valley and the Peer Group on average, there are some
notable differences that lead to valuation adjustments. The following comparative analysis

highlights key similarities and differences between Naugatuck Valley and the Peer Group.

Financial Condition

Table 3.2 shows comparative balance sheet measures for Naugatuck Valley and the
Peer Group, reflecting balances as of December 31, 2010, for the Company and the Peer
Group, respectively. On a reported basis, Naugatuck Valley's equity-to-assets ratio of 9.2%
was below the Peer Group’s average equity/assets ratio of 12.4%. Tangible equity-to-assets
ratios for the Company and the Peer Group equaled 9.2% and 12.0%, respectively. The more
modest differential in the tangible equity ratios reflects the higher proportion of goodwill and
other intangible assets for the Peer Group on average in comparison to Naugatuck Valley which
did not have intangible assets on its balance sheet. On a pro forma basis, Naugatuck Valley's
reported and tangible equity ratios may approximate to modestly exceed the Peer Group's
average ratios based on current market conditions and the estimated offering range. Both the
Company and the Peer Group currently maintain surpluses with respect to their respective

regulatory capital requirements.
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December 31,2010

All Publc Conpanies
Averages
Medians

State of CT
Averages
Medians

Commparable Group
Averages
Medians

Conparable Gtaup
CEBK Central Bancorp of Somervile MA (1}

CBNK Chicopee Bancorp, Inc. of MA
HBNK Harmpden Bancorp, inc. of MA (1)
MFLR Mayflow er Bancorp, inc. of MA (1)
NHTB  NH Thrift Bancshares of NH
NFSB New port Bancorp, Inc. of Rl
OSHC Ocean Shore Hokding Co. of NJ (1)
THRD TF Financial Corp. of Newtown PA
UBNK  United Financial Bancorp of MA
WFD  Westfield Financial Inc. of MA

(1) Financial information is for the quarter ending Septerrber 30, 2010.

Source: SNL Financial, LC. and RP® Financial, LC. caiculations. The information provided in this table has been obtained fromsources w e befiev e are refabie, but w e cannot

Copyright (c) 2011 by RP® Financial, LC.

Batance Sheet Composition and Grow th Rates

Table 3.2

Comparable Institution Analysis
As of Decerrber 31, 2010

Balance Sheet as a Parcent of Assets Balance Sheet Annual Grow th Rates Regulatory Capital
Cash & MBS & Borrowed  Subd. Net Goodwil  Tng Net MBS, Cash & Borrows. Net Tog Net

Equivalents  lwvest BOU  Loans Deposits  Funds Debt  Worth  &intang  Worth Assets Jnvestments Loans Deposits &Subdebt Worth  Worth  Tangible Core  Reg.Cap.
2.5% 9.4% 16%  833%  71.4% 18.1%  0.0% 2.2% 0.0% 9.2% 2.03% 17.50%  0.05% 6.55% -13.57%  3.88% 3.88% 8.04%  8.04% 11.85%
6.4% 20.3% 1.4% 66.6% 727% 13.9% 05% 11.7% 0.8% 10.8% 5.44% 13.80% 177% 813%  -14.42%  257T% 2.68% 10.72% 10.72%  18.48%
5.3% 18.5% 14% 68.7% 72.9% 13.1% 0.0% 10.8% 0.1% 9.9% 1.83% 860% -0.96% 571% ~12.06% 2.32% 2.20% 8.56% 9.56% 16.76%
4.4% 20.0% 12% 68.4% 71.4% 146% 04% 121% 2.5% 9.7% 6.76% 8.40% 6.34% 7.16% -2.45%  4.35% 1.92% NA NA  14.80%
5.0% 16.3% 12% 69.0% 706% 16.7%  0.4% 9.4% 1.0% 8.83% 4.55% 4.73% 226% 5.30% -6.80%  4.65% 531% 0.00% 0.00%  14.80%
5.1% 20.8% 1.8% 68.3% 71.0% 15.1% 0.7% 12.4% 0.5% 12.0% 2.18% 5.93% 0.47% 5.12% -14.45%  4.73% 513% 956% 956% 17.12%
S7% 18.5% 1.8% 71.0% 72.1% 12.8% 00% 11.5% 0.0% 11.5% 2.08% 227% 1.15% 6.25% -11.23%  0.68% 0.73% 9.56%  9.56% 17.12%
7.3% 7.1% 13% 81.4% 83.9% 244% 22% 8.8% 0.4% 84% -2.74% 2238% £25% -14%% -866% 7.41% 7.50% NA NA 16.71%
6.3% 13.0% 23% 75.3% 68.3% 156% 0.0% 16.0% 0.0% 16.0% 5.43% 2569% 1.65% 7.23% 6.53% -243% -243% NA NA NA
6.9% 19.3% 18% 69.5% 723% 10.4%  0.0% 16.3% 0.0% 16.3% 1.31% 688% -113% 654% -2099% -2.65% -265% NA NA NA
6.6% 37.2% 0.0% 49.5% 83.1% 1.8% 0.0% 8.5% 0.0% 85% -0.14% -228% 1.00% 234%  -5863% S515% 5.23% NA NA NA
33% 21.0% 1.0% 68.0% 78.2% 93% 21% 9.3% 2.9% 6.4% 3.37% -8.99% 872% 5.96% -13.79% 5.26% 8.70% NA NA NA
2.1% M.7% 24% 79.2% 58.1% 301% 0.0% 1.1% 0.0% 11.1% -2.00% -18.52% 1.29% -0.34% 441% -328% -3.28% NA NA Na
1.7% 3.8% 1.8% 79.8% 72.0% 13.1% 1.8% 11.8% 0.0% 11.8% 12.86% N 219% 1327% -5.92% 47.35% 47.35% NA Na NA
1.1% 19.8% 26% 72.5% 79.5% 9.0% 0.0% 10.7% 0.7% 10.0% -3.13% 079% -548% -047% -2275% 2.54% 271% 8.56% 9.56% 17.53%
52%  223% 18% 673% 721% 124% Q5%  140% 0.5%  135% 2.34% 2674% -43%% 1005% -23.00% -1.19% -1.24% NA NA NA
0.9% 53.0% 32% 40.5% 56.5% 24.9% 0.0% 17.8% 0.0% 17.8% 4.04% 227% 7.08% 8.08% 7.12% -1054% -10.54% NA NA NA
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The increase in Naugatuck Valley's pro forma equity position will be favorable from an
interest rate risk perspective and in terms of posturing for future earnings growth as the net
proceeds are reinvested and leveraged pursuant to the Company’s intended moderate growth
strategy. The Company’s business plan, which is focused on increasing earnings through
ongoing business line/balance sheet restructuring and growth through possible de novo
branching and acquisition is a positive factor with respect to the use the intended use of
proceeds. At the same time, many of the Peer Group companies have adopted similar
strategies and the implementation of strategies by Naugatuck Valiey to increase earnings and

ROE is subject to both execution risk and the overall market environment.

The interest-earning asset (“IEA") composition for the Company and the Peer Group
reflects differences in terms of the proportion of loans, as Naugatuck Valley's ratio of
loans/assets of 83.3% modestly exceeded the Peer Group average ratio of 68.3%. Conversely,
Naugatuck Vailey's level of cash and investments equal to 11.9% of assets was below the
comparable Peer Group average of 25.9%. The higher ratio of loans reflects the impact of the
Company’s efforts to increase the loan portfolio overall and the commercial mortgage portfolio in
particular. Qverall, it is Naugatuck Valley's preference to deploy funds into higher yielding loans
while maintaining the cash and investment portfolio primarily for liquidity purposes. Overall,
Naugatuck Valley's interest-earning assets amounted to 95.2% of assets, which modestly
exceeded the Peer Group’s average ratio of 94.2%. Both the Company’s and the Peer Group’s
IEA ratios exclude BOLI as an interest-earning asset. On a pro forma basis immediately
following the Second Step Conversion, a portion of the proceeds will initially be invested into
Federal funds or shorter term investment securities increasing the relative proportion of cash

and investments for the Company in companson to the Peer Group over the short term.

Naugatuck Valley’s funding liabilities are broadly similar to the Peer Group's funding
liabilities. In this regard, the Company’s deposits equaled 71.4% of assets, which fell between
the Peer Group average and median ratios of 71.0% and 72.1%, respectively. Reflecting the
Company’s modestly lower level of capital which requires it to fund a greater proportion of
assets out of interest-bearing liabilities (“IBL"), borrowings were modestly higher than the Peer
Group’s average ratio equal to 18.1% and 15.8% (inclusive of subordinated debt), respectively..
Total IBL maintained as a percent of assets equaled 89.5% and 86.1% for Naugatuck Valley
and the Peer Group, respectively, reflecting the Company’s lower equity position. The ratio of
IBL will be reduced on a post-offering basis as the Company funds a greater portion of its

operations with equity.
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A key measure of balance sheet strength for a financial institution is IEA/IBL ratio, with
higher ratios often facilitating stronger profitability levels, depending on the overall asset/liability
mix. Presently, the Company’s IEA/IBL ratio of 106.4% is below the Peer Group’s average ratio
of 109.4%. The additional capital realized from stock proceeds will considerably increase the
IEA/IBL ratio, as the net proceeds realized from Naugatuck Valley's stock offering are expected
to be reinvested into interest-earning assets and the increase in the Company’s equity position

will result in a lower level of interest-bearing liabilities funding assets.

Naugatuck Valley posted similar 12 month asset growth than the Peer Group, at 2.03%
and 2.18%, respectively. The comparatively modest asset growth measures for both may be
reflective of limited loan demand by strong borrowers in a recessionary economic environment
as loan growth was nominal at less than 1% for both the Company and the Peer Group while

cash and investments both increased at a comparatively faster pace.

The Company's deposit growth rate approximated the Peer Group average as
Naugatuck Valiey's deposits increased by 6.55% as compared to an average deposit growth
rate of 5.12% for the Peer Group. A portion of the deposit growth achieved by Naugatuck
Valley was utilized to repay borrowings, which diminished at a 13.57% rate versus borrowings
shrinkage of 14.45% for the Peer Group on average. As discussed in Section One, the
Company’s deposit growth has been supported by expansion of the office network and deposit
pricing strategies designed to achieve targeted deposit growth objectives. The Company's
equity increased only slightly during the twelve month period, falling below Peer Group’s modest
growth. The Company’s post-conversion equity growth rate will initially be constrained by

maintenance of a comparatively higher pro forma equity position.

Income and Expense Components

Table 3.3 shows comparative income statement measures for Naugatuck Valley and the
Peer Group, reflecting earnings for the fiscal year ended December 31, 2010 for Naugatuck
Valley and for the twelve months ended December 31, 2010 or September 30, 2010 for the
Peer Group. Naugatuck Valley reported a net income to average assets ratio of 0.25% versus
the Peer Group’s ratio of 0.44% based on both average and median. The Company's lower

operating returns primarily reflect the impact of higher loan loss provisions as well as non-
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Al Public Campanies
Averages

Medians

State of CT
Averages
Medians

Comparable Group

Averages
Medians

Comparable Group
CEBK Central Bancorp of Somervile MA (1)

CBNK Chicopee Bancorp, Inc. of MA
HBNK Harmpden Bancorp, inc. of MA (1)
MFLR Mayflow er Bancorp, inc. of MA (1)
NHTB NH Thrift Bancshares of NH
NFSB New port Bancorp, inc. of Rt
OSHC Ocean Shore Holding Co. of NJ (1)
THRD TF Financial Corp. of New tow n PA
UBNK  United Financial Bancorp of MA
WFD  Westfield Financial inc. of MA

ncome

0.25%

0.10%
0.40%

0.30%
0.31%

0.44%
0.44%

0.41%
0.08%
0.06%
0.54%
081%
0.40%
0.68%
0.47%
0.65%
0.25%

Table 3.3
Income as Percent of Average Assets and Yields, Costs, Spreads
Comparabie Institution Analysis
For the 12 Months Ended December 31, 2010

Net interest Income Other Income G&A/Other Exp. Non-Op. kems Yields, Costs, and Spreads
Loss Ng Total MBVO:
Provis. After Loan RE  Other Other G8A Goodwill  Net Extrao. Yield Cost Y id-Cost Assets/
Income Expense NI onlEA Provis. Fees Oper. Income lncome Expense Amort  Gains fems OnAssets Of Funds Spread FTE Emp.
4.92% 1.77% 3.15% 0.58% 2.57% 0.00% 0.00% 0.56% 0.56% 2.61% 0.00% -0.13% 0.00% 5.39% 1.99% 3.40% $4,148
463% 1.62% 3.01% 078% 2.22% 0.02% -0.08% O0.87% 081% 280% 005% 009% 0.00% 4.95% 1.85% 3.10% $5,789
465% 1.61% 3.01% 049% 245% 0.00% 0.00% 060% 0.55% 2.75% 0.00% 0.03% 0.00% 4.96% 1.85% 3.15% $4,571
4.33% 1.48% 2.85% 0.25% 2.60% 0.00% -0.01% 0.90% 08%% 291% 004% -0.06% 0.00% 4.73% 1.71% 3.02% $4,050
426% 1.73% 2.89% 0.24% 268% 000% -0.01% 0.83% O0B2% 298% 002% -0.05% 0.00% 4.67% 1.98% 3.07% $4,050
457% 1.43% 3.14% 0.33% 281% 0.00% -0.01% 047% 046% 274% 001% 0.11% 0.00% 4.84% 1.66% 3.18% $4,539
474% 1.44% 3.22% 022%7284% 0.00% -0.01%70.45% 045% 2.81% 0.00% 0.04% 0.00% 4.98% 1.72% 3.28% $4518
512% 1.75% 337% 0.18% 3.19% 0.00% 0.00% 0.31% 031% 2.86% 000% -0.07% 0.00% 5.34% 1.92% 3.42% $5,108
445% 1.44% 3.02% 022% 2.80% 000% 0.00% 046% 045% 324% 0.00% 0.03% 0.00% 4.72% 1.73% 2.99% NM
475% 161% 3.14% 0.66% 2.48% 000% -001% 046% 045% 296% 000% 0.08% 0.00% 4.95% 1.84% 3.01% $5,463
4.33% 093% 3.40% 0.14% 3.26% 0.05% -0.05% 0.44% 045% 3.16% 0.01% 0.30% 0.00% 4.64% 1.02% 3.62% $3,657
395% 1.00% 2.95% 0.22% 2.73% 0.00% 00D1% 063% 063% 255% 005% 041% 0.00% 4.28% 1.11% 3.16% NM
4.96% 1.62% 3.34% 021% 3.13% 0.00% -0.01% 054% 052% 3.03% 0.00% -0.03% 0.00% 5.32% 1.84% 3.48% NM
484% 1.80% 3.04% 0.15% 2.89% 000% 0.01% 042% 042% 221% 000% 0.00% 0.00% 5.08% 2.07% 3.01% NM
4.73% 1.44% 3.29% 060% 2.70% -0.01% -0.03% 045% O041% 261% 0.00% 0.13% 0.00% 5.02% 1.63% 3.39% $3,930
4.78% 1.36% 3.42% 0.15% 3.28% 0.00% 0.00% 0.62% 062% 275% 0.01% -0.06% 0.00% 5.05% 1.60% 3.45% M
377% 1.37% 2.40% 0.73% 1.67% 0.00% -0.03% 0.34% 031% 205% 0.00% 0.32% 0.00% 3.99% 1.72% 2.27% NM

(1) Financial information is far the quarter ending Septerrber 30, 2010.

Source: SNL Financial, LC. and RP® Financial, LC, calculations. The information provided in this table has been obtained from sources w e believe are reliable,

Copyright (¢) 2011 by RP® Financial, LC.

MEMO:
Effective
Tax Rate

36.36%

30.52%
31.32%

26.67%
27.39%

27.98%
31.84%

21.23%
NM

NM
36.26%
30.84%
33.14%
38.66%
23.84%
32.85%
1.15%
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recurring merger related expenses reported by Naugatuck Valley in recent periods as the key

components of core earnings were similar to favorable for the Company.

The Company’s interest income to average assets exceeded the Peer Group average
while the ratio of interest expense was also higher in comparison to the Peer Group. Overall,
the Company’s ratio of net interest income to average assets, equal to 3.15% fell between the
Peer Group average and median ratios of 3.14% and 3.22%, respectively. The Company’s
comparable interest income ratio, notwithstanding a higher yield on interest-earning assets
(6.39% versus which exceeds the Peer Group average and median of 4.84% and 4.98%,
respectively), may be partially reflective of the Company’s higher ratio of loans-to-assets. The
Company'’s interest expense ratio to average assets, 1.77% versus 1.43% of average assets for
the Peer Group, reflects the Company’s higher IBL ratio and the impact of Naugatuck Valley's
efforts to expand the deposit portfolio by in part, competing on a pricing basis for deposit funds.

Non-interest operating income is a higher contributor to Naugatuck Valley’s earnings
relative to the Peer Group, at 0.56% and 0.46%. In this regard, the recent mortgage banking

initiative has bolstered non-interest income to levels above the Peer Group average.

In another key area of core earnings strength, the Company maintained a modestly
lower level of operating expenses than the Peer Group. For the period covered in Table 3.3, the
Company and the Peer Group reported operating expense to average assets ratios of 2.61%
and 2.74%, respectively. On a post-offering basis, the Company’s operating expenses can be
expected to increase with the incremental cost of the stock-based benefit plans as well as the
planned branching initiatives which are currently underway. At the same time, continued
balance sheet growth and reinvestment of the offering proceeds should largely offset the

anticipated expense increase as a percent of average assets.

Naugatuck Valley's efficiency ratio (operating expenses as a percent of the sum of non-
interest operating income and net interest income) of 70.2% is more favorable than the Peer
Group’s ratio of 76.1%, as the Company's as the Company generated a higher level of non-
interest income and maintained a favorable operating expense ratio. On a post-offering basis,
the Company’s efficiency ratio may improve marginally with the reinvestment of the offering

proceeds, and thus remain at an advantage.

Loan loss provisions are at high levels relative to the historical averages reflecting the
increasing level of NPAs for both the Company and the Peer Group. Specifically, loan loss
provisions equaled 0.58% of average assets for Naugatuck Valley for the fiscal year ended
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December 31, 2010, which exceeds the Peer Group average of 0.33% of average assets.
While the Company is anticipating that its loan loss provisions may be lower in the future,
estimating the level of future loan loss provisions is difficult in the current operating environment
and may be predicated on the stabilization of Naugatuck Valley's credit quality ratios among
other factors.

Net non-operating expenses totaled 0.13% for Naugatuck Valley and primarily consisted
of expenses related to the terminated merger with Southern Connecticut Bancorp. The Peer
Group reported net non-operating expense equal to 0.11% of average assets, which was largely

comprised of net losses on the sale of loans and investments.

The Company’s effective tax rate for the last 12 months of 36.36% is modestly above the
Peer Group average of 27.99%. The Company expects that its effective tax rate will continue to
approximate the recent historical level over the near term and thus remain at a comparative

disadvantage relative to the Peer Group

Loan Composition

Table 3.4 presents the most recent data related to the Company’s and the Peer Group’s
loan portfolio compositions, as well as data pertaining to investment in mortgage-backed
securities, loans serviced for others, and risk-weighted assets. The Company's loan portfolio
composition reflected a similar concentration of 1-4 family permanent mortgage loans and
mortgage-backed securities as maintained by the Peer Group (51.4% of assets versus 54.0%
for the Peer Group). The Company's ratio of residential loans was supported by a higher
concentration of 1-4 family permanent mortgage 'oans (44.7% for the Company versus an
average of 39.5% for the Peer Group) as the Company'’s ratio of mortgage-backed securities
was below the Peer Group average (6.7% for Naugatuck Valley versus an average of 14.5% of
assets for the Peer Group). Loan servicing activities as indicated by the balance of loans
serviced for others and the servicing intangible are relatively limited for both the Company and
the Peer Group though the Company’s secondary market activities are targeted to increase

subject to the success of the recent mortgage banking initiative.

The data reflects that the Company's lending activities show slightly greater
diversification in multi-family and commercial mortgage lending. Specifically, multi-family and

commercial mortgage loans represented 28.2% of assets for the Company versus an average




Table 3.4
Loan Portfolio Composition and Related Information
Comparable Institution Analysis
As of December 31, 2010

Portfolic Composition as a Percent of Assets

1-4  Constr. 5+Unit Commerc. RWA/  Serviced Servicing
Institution MBS Famly &Land ConmRE Business Consumer Assets For Others Assets
(%) (%) (%) (%) (%) (%) (%) ($000) ($000)

Naugatuck Valley Financial 6.68% 44.71% 544% 28.20% 6.11% 0.24% 75.26% $41,251 $364
All Public Companies

Averages 12.17% 34.22% 4.31% 21.95% 4.35% 2.17% 63.52%  $670,329 $5,172

Medians 10.99% 33.80% 3.40% 20.42% 3.36% 0.55%  63.93% $39,405 $109
State of CT

Averages j 12.96% 34.34% 3.42% 19.42% 7.88% 0.45%  62.25% $122,485 $355

Medians 9.31% 38.27% 2.92% 21.98% 5.03% 0.30% 60.46% $88,885 $280
Comparable Group

Averages 14.50% 39.47% 2.84% 20.99% 4.90% 091% 65.29% $78,877 $345

Medians 12.04%% 36.71% 2.42% 21.48% 4.08% 0.48% 62.84% $64,485 $160
Comparable Group
CEBK Central Bancorp of Somerville MA (1) 3.77% 40.06% 0.17% 41.00% 0.64% 0.21% 85.54% $80 $0
CBNK Chicopee Bancorp, Inc. of MA 0.80% 31.88% 6.39% 24.40% 13.00% 0.62%  78.84% $76,380 $297
HBNK Hampden Bancorp, Inc. of MA (1) 17.27% 33.37% 2.74% 23.82% 5.97% 471%  67.86% $52,590 $0
MFLR  Mayflow er Bancorp, Inc. of MA (1) 20.43% 32.86% 4.27% 10.92% 2.19% 0.59% 54.47% $87,740 $541
NHTB NH Thrift Bancshares of NH 13.27% 4243% 1.86% 14.79% 6.27% 0.87% 60.37% $359,770 $1,499
NFSB  New port Bancorp, Inc. of Rl 10.48% 50.21% 1.86% 27.50% 0.36% 0.06% 65.32% $3,720 $0
OSHC Ocean Shore Holding Co. of NJ (1) 143% 70.65% 2.10% 6.84% 0.65% 0.08% 52.13% $3,390 $22
THRD TF Financial Corp. of New town PA 10.81% 50.97% 4.77% 19.14% 0.78% 0.37% ©0.21% $107,580 $637
UBNK United Financial Bancorp of MA 17.29% 31.97% 3.40% 24.90% 7.89% 1.34%  74.02% $87,880 $456
WFD  Westfield Financial Inc. of MA 49.48% 10.30% 0.81% 16.54% 11.23% 0.24% 54.18% $9,640 $0

(1) Financial information is for the quarter ending September 30, 2010.

Source: SNL Financial LC. and RP® Financial, LC. calculations. The information provided in this table has been obtained from sources w e believe
are reliable, but w e cannot guarantee the accuracy or completeness of such information.

Copyright (c) 2011 by RP® Financial, LC.
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of 21.0% for the Peer Group. Other areas of high risk-weight lending were relatively similar for
the Company and the Peer Group. Specifically, Naugatuck Valley and the Peer Group
maintained modest percentages of construction loans (5.4% of assets for the Company versus
2.8% for the Peer Group) and business loans (6.1% of assets for the Company versus an
average of 4.9% for the Peer Group). Consumer loans, excluding home equity loans which are
included in the 1-4 family residential mortgage totals, amounted to less than 1% of assets for
the Company and the Peer Group. Reflecting the Company’s high proportion of loans overall
and the greater level of commercial mortgages, the Company’s risk-weighted assets-to-assets

ratio equaled 75.3% versus an average of 65.3% for the Peer Group.

Credit Risk

The ratio of NPAs/assets equaled 3.22% for the Company versus an average of 1.38%
for the Peer Group, as shown in Table 3.5. Moreover, to place the Company’s ratio of NPAs
into perspective, it should be noted that the average ratio for all publicly traded thrifts equaled
4.70% of assets. It should be noted that the majority of the Company’s NPAs are concentrated
in non-performing loans (“NPLs") and, as a result, there remains an increased propensity for

loss in the event of the foreclosure process is prolonged.

The Company maintained a higher level of loss reserves as a percent of loans but much
lower reserve coverage in relation to NPLs and NPAs. Specifically, the Company’s ratio of
reserves/loans equaled 1.33% versus an average of 1.15% for the Peer Group. The
Company'’s higher ratio is warranted by the Company’s higher credit risk profile and higher level
of NPAs. In terms of the reserve coverage ratio relative to NPAs and 90+ day delinquent loans,
the Company’s ratio of 34.2% is well below the Peer Group average and median ratios of
132.69% and 82.84%, respectively.

Interest Rate Risk

Table 3.6 reflects various key ratios highlighting the relative interest rate risk exposure of
the Company versus the Peer Group. In terms of balance sheet composition, Naugatuck Valley
interest rate risk characteristics were considered to be slightly less favorable than the Peer
Group’s, as implied by the Company’s lower tangible equity-to-assets and IEA/IBL ratios. The

Company’s non-interest earning assets were modestly below the Peer Group average. On a




Institution

Naugatuck Valley Financial

All Public Companies

Averages
Medians

State of CT
Averages
Medians

Comparable Group

Averages
Medians

Comparable Group
CEBK Central Bancorp of Somerville MA (1)

CBNK Chicopee Bancorp, inc. of MA
HBNK Hampden Bancorp, inc. of MA (1)
MFLR Mayfiow er Bancorp, Inc. of MA (1)
NHTB NH Thrift Bancshares of NH

NFSB New port Bancorp, Inc. of RI

OSHC Ocean Shore Holding Co. of NJ (1)
THRD TF Financial Corp. of New tow n PA
UBNK United Financial Bancorp of MA
WFD  Westfield Financial Inc. of MA

Table 3.5
Credit Risk Measures and Related Information
Comparable Institution Analysis

NPAs &
REO/ 90+Del/ NPLs/ Rsrves/
Assets Assets Loans Loans
(%) (%) (%) (%)

0.07% 3.22% 3.73% 1.33%

0.50% 4.70% §.33% 1.78%
0.17% 3.22% 4.20% 1.49%

0.14% 1.01% 1.10% 1.03%
0.15% 1.01% 1.10% 0.99%

0.20% 1.38% 1.61% 1.15%
0.04% 0.94% 1.29% 1.04%

0.00% 3.42% 3.76% 0.84%

0.05% 1.11% 1.38% 1.01%
0.18% 2.52% 3.55% 1.56%
0.56% 0.97% NA 1.06%

0.01% 0.79% 1.20% 1.44%
0.02% 0.17% 0.19% 1.02%
0.01% 0.48% 0.59% 0.60%
1.08% 3.10% NA 1.63%
0.10% 0.91% 1.37% 0.93%
0.02% 0.34% 0.82% 1.36%

(1) Financial information is for the quarter ending September 30, 2010.

As of December 31, 2010 or Most Recent Date Available

Rsrves/
NPLs
(%)

35.74%

49.36%
40.23%

73.81%
73.81%

144.45%
85.66% 7

22.40%
70.60%
44.05%
NA
128.29%
518.67%
100.71%
NA
65.66%
205.23%

Rsrves/

NPAs &

90+Del
(%)

34.92%

40.31%
34.63%

55.36%
55.36%

132.69%
82.84%

21.46%
67.42%
42.43%
NA
127.40%
451.74%
98.27%
NA
60.84%
191.92%

Net Loan

Chargoffs
($000)

$963

$1,487
$450

$161
$152

$364
$272

$3
$298
$286
$18
$258
$4

$70
$778
$310
$1,608

NLCs/
Loans
(%)

0.20%

0.71%
0.24%

0.18%
0.09%

0.25%
0.08%

0.00%
0.27%
0.00%
-0.01%
0.15%
0.00%
0.04%
0.61%
0.11%
1.30%

Source: SNL Financial LC. and RP® Financial, LC. calculations. The information provided in this table has been obtained from sources w e believe
are reliable, but w e cannot guarantee the accuracy or completeness of such information.

Copyright (¢) 2011 by RP® Financial, LC.
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Table 3.6
Interest Rate Risk Measures and Net Interest Income Volatility
Conmparable Institution Analysis
As of December 31, 2010 or Most Recent Date Available

Falance Sheet Measures

‘07 ‘leroueuld gy

Non-Earn. Quarterly Change in Net Interest Income
Baoiity/ IEA/  Assets/
Institution Assets IBL Assets  12/31/2010 9/30/2010  6/30/2010  3/31/2010 12/31/2009  9/30/2009
(%) (%) (%) (change in net interest income is annualized in basis points)

Naugatuck Valley Financial 9.2% 106.4% 4.8% -13 -4 4 6 21 17
All Public Companies 10.9% 107.4% 6.6% -2 0 1 4 6 9
State of CT 9.7% 107.6% 7.2% -3 -1 5 13 -6 8
Comparable Grou

Averages 12.0% 108.8% 5.7% -6 -7 1 5 11 11

Medians 11.5% 107.8% 5.5% -6 -7 0 4 9 13

Comparable Group

CEBK Central Bancorp of Somerville MA (1) 8.4% 105.8% 4.2% NA -2 12 16 14 29
CBNK Chicopee Bancorp, Inc. of MA 16.0% 112.7% 5.4% -1 -13 5 8 21 -10
HBNK Hampden Bancorp, Inc. of MA (1) 16.3% 115.7% 4.3% NA -7 6 -1 12 13
MFLR Mayflow er Bancorp, Inc. of MA (1) 8.5% 102.6% 8.7% NA 4 -3 5 33 6
NHTB NH Thrift Bancshares of NH 6.4% 103.1% 7.7% -20 -30 -4 9 5 17
NFSB New port Bancorp, Inc. of RI 11.1% 105.5% 7.0% 8 5 12 3 14 11
OSHC Ocean Shore Holding Co. of NJ (1) 11.8% 109.7% 4.6% NA -16 -2 -4 -2 17
THRD TF Financial Corp. of New town PA 10.0% 105.5% 6.6% 2 2 2 2 5 12
UBNK United Financial Bancorp of MA 13.5% 111.5% 5.1% -10 -7 -6 29 4 13
WFD Wesffield Financial Inc. of MA 17.8% 116.0% 5.6% -14 -8 -13 -18 4 4

(1) Financial information is for the quarter ending September 30, 2010.
NA=Change is greater than 100 basis points during the quarter.

Source: SNL Financial LC. and RP® Financial, LC. calculations. The information provided in this table has been obtained from sources we believe
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pro forma basis, the infusion of stock proceeds should serve to improve these ratios relative to

the Peer Group.

To analyze interest rate risk associated with the net interest margin, we reviewed
quarterly changes in net interest income as a percent of average assets for Naugatuck Valley
and the Peer Group. In general, the relative fluctuations in the Company’'s and the Peer
Group’s net interest income to average assets ratios were considered to be slightly greater than
the Peer Group average but well within the range of the Peer Group companies individually and,
thus, based on the interest rate environment that prevailed during the period analyzed in Table
3.6, Naugatuck Valley’'s and the Peer Group were viewed as maintaining a similar degree of
interest rate risk exposure in their respective net interest margins. The stability of the
Company’s net interest margin should be enhanced by the infusion of stock proceeds, as the
increase in capital will reduce the level interest rate sensitive liabilities funding Naugatuck

Valley's assets.

Summary

Based on the above analysis and the criteria employed in the selection of the companies
for the Peer Group, RP Financial concluded that the Peer Group forms a reasonable basis for
determining the pro forma market value of Naugatuck Valley. In those areas where notable

differences exist, we will apply appropriate valuation adjustments in the next section.
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IV. VALUATION ANALYSIS

Introduction

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

Company’s conversion transaction.

Appraisal Guidelines

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

considered.

RP Financial Approach to the Valuation

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

pricing characteristics of a particular stock on a given day.

The pro forma market value determined herein is a preliminary value for the Company’s
to-be-issued stock. Throughout the conversion process, RP Financial will: (1) review changes
in Naugatuck Valley's operations and financial condition; (2) monitor Naugatuck Valley's

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

be appropriate.

The appraised value determined herein is based on the current market and operating
environment for the Company and for all thrifts. Subsequent changes in the local and national
economy, the legislative and regulatory environment, the stock market, interest rates, and other
external forces (such as natural disasters or major world events), which may occur from time to
time (often with great unpredictability) may materially impact the market value of all thrift stocks,
including Naugatuck Valley's value, or Naugatuck Valley's value alone. To the extent a change
in factors impacting the Company’s value can be reasonably anticipated and/or quantified, RP

Financial has incorporated the estimated impact into the analysis.

Valuation Analysis

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

on value of the Company coming to market at this time.

1. Financial Condition

The financial condition of an institution is an important determinant in pro forma market

value because investors typically look to such factors as liquidity, capital, asset composition and
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quality, and funding sources in assessing investment attractiveness. The similarities and

differences in the Company's and the Peer Group’s financial strengths are noted as follows:

« Overall A/l Composition. In comparison to the Peer Group, the Company’s
IEA composition showed a moderately lower concentration of cash and
investments and a higher concentration of loans. In addition to the higher
ratio of loans as a percent of assets, lending diversification into higher risk
and higher yielding types of loans was more significant for the Company,
which is shown in the higher risk weighted assets-to-assets ratio in
comparison to the Peer Group’s ratio. Overall, in comparison to the Peer
Group, the Company’s IEA composition provided for a higher yield earned on
IEA. The Company's IBL cost was higher than the Peer Group's cost of
funds, as the Company empioyed a competitive deposit pricing strategy and
higher costing borrowed funds to a greater degree. The Company
maintained a lower IEA/IBL ratio of 106.4%, versus 109.4% for the Peer
Group on average. The anticipated use of proceeds should improve the
Company’s IEA/IBL ratio, minimizing the disparity with the Peer Group.

s Credit Quality. The Company has significantly higher credit risk with higher
NPAs, lower reserve coverage and a higher concentration of loans in
commercial real estate and construction loans. In view of the high proportion
of NPLs relative to NPAs, the Company’s higher credit risk profile is expected
to have a greater exposure to loss if the foreclosure process is prolonged.

e Balance Sheet Liguidity. For the most recent period, the Company
maintained a lower level of cash and investment securities relative to the
Peer Group. Following the infusion of stock proceeds, the Company’'s cash
and investments ratio is expected to increase as a portion of the proceeds will
be initially retained in cash equivalent instruments as well as investment
securities with laddered maturities pending the longer term deployment into
loans. The Company’s future borrowing capacity was considered to be
modestly less than the Peer Group’s capacity based on its higher utilization of
borrowings in comparison to the Peer Group.

e Funding Liabilities. The Company's interest-bearing funding composition
reflected a similar concentration of deposits and a slightly higher
concentration of borrowings relative to the comparable Peer Group ratios.
Total interest-bearing liabilities as a percent of assets was higher for the
Company in comparison to the Peer Group. Following the stock offering, the
increase in the Company’s equity position should serve to reduce the level of
interest-bearing liabilities funding assets to a ratio more closely approximating
the Peer Group's ratio.

e Tangible Equity. The Company currently operates with a lower equity-to-
assets ratio than the Peer Group. However, following the stock offering,
Naugatuck Valley's pro forma capital position will likely approximate or
modestly exceed the Peer Group's equity-to-assets ratio, depending upon the
level of interest in the offering within the estimated valuation range. The
Company'’s increased pro forma equity will enhance the leverage capacity to
levels approximating the Peer Group’s ability while the anticipated reduction
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in the IBL ratio will enhance Naugatuck Valley's comparability to the Peer
Group.

On balance, while the Company’s capital and liquidity will be strengthened on a pro
forma basis, the higher credit risk profile is the reason leading to a slight downward adjustment

relative to the Peer Group.

2. Profitability, Growth and Viability of Earnings

Earnings are a key factor in determining pro forma market value, as the level and risk
characteristics of a financial institution’s earnings stream and the prospects and ability to
generate future earnings, heavily influence the multiple that the investment community will pay
for earnings. The major factors considered in the valuation are described below.

+ Reported Profitability. The Company reported lower earnings than the Peer
Group based on an average return on average assets (‘ROAA”") basis (0.25%
of average assets versus 0.44% for the Peer Group). The Company’s lower
returns were primarily attributable to higher loan loss provisions and non-
operating expenses related to the termination of the Southern Connecticut
Bancorp merger, as other key elements of core earnings were similar to
favorable relative to the Peer Group averages. Reinvestment into IEA and
leveraging of the pro forma equity position will serve to increase the
Company’s earnings, with the benefit of reinvesting proceeds expected to be
somewhat offset by implementation of additional stock benefit plans in
connection with the Second-Step offering.

o Core Profitability. The Company’s lower core profitability, notwithstanding
favorable non-interest income and expense ratios, reflects the impact of the
Company’s asset quality ratios on loan loss provisions. Although core
profitability may improve on a pro forma basis, the improvement will be
limited by low reinvestment rates, the impact of the costs of the new stock
plans and potential branching initiatives, all of which will limit the pro forma
benefit initially. Importantly, the Company appears to have momentum for
core earnings growth as the level of net interest income has been expanding
in recent periods, but future improvements to core earnings may be
dependent upon asset quality trends and the level of loan loss provisions.

« Interest Rate Risk. Quarterly changes in the net interest income ratio for the
Company indicated a similar level of volatility. Other measures of interest
rate risk such as the capital and the IEA/IBL ratios were less favorable for the
Company, thereby indicating that the Company maintained a higher
dependence on the yield-cost spread to sustain net interest income on a pre-
conversion basis. On a pro forma basis, the infusion of stock proceeds can
be expected to provide the Company with equity-to-assets and IEA/IBL ratios
that will be comparable to or exceed the Peer Group ratios, as well as
enhance the stability of the Company’s net interest margin through the
reinvestment of stock proceeds into IEA.
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» Credit Risk. As noted herein, given the higher level of NPAs and higher
credit risk profile of the loan portfolio, the Company’s profitability is expected
to continue to be subject to greater credit-related volatility relative to the Peer
Group companies.

« Earnings Growth Potential. Several factors were considered in assessing
earnings growth potential. First, the infusion of stock proceeds will increase
the Company's earnings growth potential with respect to increasing earnings
through leverage. Second, while the Company has realized strong balance
sheet growth up until this year while recent asset quality trends have led
management to restrict growth in the current year and prospectively, over the
short to intermediate term future.

o Return on Equity. The Company’s pro forma return on equity based on core
earnings (excluding net non-operating expenses but including trailing twelve
month loan loss provisions) are lower than the Peer Group average and
median. The ROE may be subject to increase over the near term given the
momentum for core earnings growth as noted above.

On balance, Naugatuck Valley's pro forma earnings strength was considered to be
similar to the Peer Groups and thus, no adjustment was applied for profitability, growth and

viability of earnings.

3. Asset Growth

The Company’s asset growth rate for the most recent twelve month period approximated
the Peer Group’s growth rate during the period covered in our comparative analysis, based on
growth rates of 2.0% and 2.2%, respectively. Asset growth for the Company and the Peer
Group was primarily channeled into cash and investments as loan growth was less than 1% for
both Naugatuck Valley and the Peer Group. Importantly, while the Company has achieved
strong asset growth rates in the past (prior to this year), managerieii expects future growth and
diversification will be moderated relative to the recent historical trend given the current
economic and regulatory environment and as the Company seeks to address the recent
increase in NPAs and loan loss provisions. On a pro forma basis, the Company's tangible
equity-to-assets ratio will approximate to modestly exceed the Peer Group's tangible equity-to-
assets ratio, indicating equal to greater leverage capacity for the Company. On balance, no

adjustment was applied for asset growth.

4. Primary Market Area

The general condition of an institution's market area has an impact on value, as future

success is in part dependent upon opportunities for profitable activities in the local market
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served. Naugatuck Valley's primary market area for loans and deposits primarily consists of
New Haven County and, to a lesser extent, Fairfield County in southern Connecticut where the
Company maintains its branch network. Within this market, the Company faces significant
competition for loans and deposits from larger financial institutions, which provide a broader

array of services and have significantly larger branch networks.

Demographic and economic trends and characteristics in the Company’s primary market
area are comparable to the primary market areas served by the Peer Group companies (see
Exhibit {ll-4). In this regard, the total population of New Haven County is higher than the
average of the Peer Group’s primary markets. The 2000-2010 population growth rates for New
Haven County were also slightly higher at 3.3% versus an average of 3.1% for the Peer Group’s
markets but well within the range of growth rates demonstrated by the Peer Group’s markets
from 5.74% shrinkage to 9.62% growth. Per capita income levels in New Haven were slightly
higher than the Peer Group's markets but the deposit market share exhibited by the Company in
New Haven County was below the Peer Group average and median. Unemployment rates for
the markets served by the Peer Group companies were generally comparable to New Haven
County.

On balance, we concluded that no adjustment was appropriate for the Company’s

market area.

5. Dividends

The Company currently pays a quarterly dividend of $0.03 per share. Naugatuck Valley
has indicated its intention to continue to pay a quarter dividend of $0.03 per share or $0.12 per
share annually, equal to a 1.50% dividend yield based on an $5.00 per share IPO price.
However, future declarations of dividends by the Board of Directors will depend upon a number
of factors, including investment opportunities, growth objectives, financial condition, profitability,
tax considerations, minimum capital requirements, regulatory limitations, stock market

characteristics and general economic conditions.

Eight of the ten Peer Group companies pay regular cash dividends, with implied dividend
yields ranging from 0.96% to 3.92%. The average dividend yield on the stocks of the Peer
Group institutions was 1.66% as of February 4, 2011, representing an average payout ratio of
24.22% of core earnings. As of February 4, 2011, approximately 61% of all fully-converted
publicly-traded thrifts had adopted cash dividend policies (see Exhibit 1V-1), exhibiting an
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average yield of 2.66%. The dividend paying thrifts generally maintain higher than average
profitability ratios, facilitating their ability to pay cash dividends.

The Company'’s indicated dividend policy provides for a similar dividend yield compared
to the Peer Group's average dividend yield, while the Company’s implied payout ratio of 39.47%
of pro forma core earnings at the midpoint value is modestly above the Peer Group’s average
payout ratio. The Company's dividend capacity will be enhanced by the Second-Step
Conversion and resulting increase in capital. Overall, we concluded that no adjustment was

warranted for purposes of the Company’s dividend policy.

6. Liquidity of the Shares

The Peer Group is by definition composed of companies that are traded in the public
markets. All ten of the Peer Group members trade on NASDAQ or NYSE. Typically, the
number of shares outstanding and market capitalization provides an indication of how much
liquidity there will be in a particular stock. The market capitalization of the Peer Group
companies ranged from $18.7 million to $247.4 million as of February 4, 2011, with average and
median market values of $98.3 million and $80.1 million, respectively. The shares issued and
outstanding to the public shareholders of the Peer Group members ranged from 1.7 million to
28.2 million, with average and median shares outstanding of 8.1 million and 5.9 million,
respectively. The Company’s Second-Step Conversion offering is expected to provide for pro
forma shares outstanding that will be generally in the middle of the range of the shares
outstanding indicated for the Peer Group companies. However, the market capitalization of the
Company will be below the Peer Group average and median and at the lower end of the Peer
Group range at the midpoint of the valuation range. Like all of the Peer Group companies, tiic
Company'’s stock will continue to be quoted on the NASDAQ following the second-step stock
offering. Primarily based on the lower pro forma capitalization, we believe the post-Offering
trading market will be modestly more limited than that of the Peer Group and have applied a

slight downward adjustment for this factor.

7. Marketing of the Issue

We believe that four separate markets exist for thrift stocks, including those coming to
market such as Naugatuck Valley's: (A) the after-market for public companies, in which trading
activity is regular and investment decisions are made based upon financial condition, earnings,

capital, ROE, dividends and future prospects; (B) the new issue market in which converting
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thrifts are evaluated on the basis of the same factors, but on a pro forma basis without the
benefit of prior operations as a fully-converted publicly-held company and stock trading history;
(C) the acquisition market for thrift franchises in Connecticut; and (D) the market for the public
stock of Naugatuck Valley. All of these markets were considered in the valuation of the

Company’s to-be-issued stock.

A. The Public Market

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

commercial banks. Exhibit IV-3 displays historical stock price indices for thrifts only.

In terms of assessing general stock market conditions, the performance of the overall
stock market has been mixed in recent quarters. More signs of the economy gaining strength
sustained the positive trend in the broader stock market at the start of the second quarter of
2010. The Dow Jones Industrial Average (“DJIA”) closed above 11000 heading into mid-April,
based on growing optimism about corporate earnings and a recovering economy. Fraud
charges against Goldman Sachs halted a six day rally in the market in mid-April, as financial
stocks led a one day sell-off in the broader market. The broader stock market generally
sustained a positive trend during the second half of April, with encouraging first quarter earnings
reports and fa\orable economic data supporting the gains. Financial stocks pulled the broader
stock market lower at the end of April on news of a criminal investigation of Goldman Sachs.
The sell-off in the stock market sharpened during the first week of May, largely on the basis of
heightened concerns about possible ripple effects stemming from Greece’s credit crisis. Stocks
surged after European Union leaders agreed to a massive bailout to prevent Greece's financial
troubles from spreading throughout the region, but then reversed course heading into the
second half of May on continued worries about the fallout from Europe’s credit crisis and an
unexpected increase in U.S. jobless claims. China’s promise not to unload its European debt
sparked a one-day rally in late-May, which was followed by a lower close for the DJIA on the
last trading day of May as a downgrade of Spain's credit rekindled investors' fears about

Europe's economy. Overall, it was the worst May for the DJIA since 1940. Volatility in the
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broader stock market continued to prevail in early-June. A rebound in energy shares provided
for the third biggest daily gain in the DJIA for 2010, which was followed by a one day decline of
over 300 points in the DJIA as weaker than expected employment numbers for May sent the
DJIA to a close below 10000. The DJIA rallied back over 10000 in mid-June, as stocks were
boosted by upbeat comments from the European Central Bank, a rebound in energy stocks,
tame inflation data and some regained confidence in the global economic recovery. Weak
housing data for May and persistent worries about the global economy pulled stocks lower in
late-June. The DJIA closed out the second quarter of 2010 at a new low for the year, reflecting a

decline of 10% for the second quarter.

A disappointing employment report for June 2010 extended the selling during the first
week of July. Following seven consecutive days of closing lower, the DJIA posted a gain as
bargain hunters entered the market. Some strong earnings reports at the start of second
quarter earnings season and upbeat data on jobs supported a seven day winning streak in the
broader stock market and pushed the DJIA through the 10000 mark going into mid-July.
Renewed concerns about the economy snapped the seven day winning streak in the DJIA,
although losses in the broader stock market were pared on news that Goldman Sachs reached
a settlement with the SEC. Stocks slumped heading into the second half of July, as Bank of
America and Citigroup reported disappointing second quarter earnings and an early-July
consumer confidence report showed that consumers were becoming more pessimistic.
Favorable second quarter earnings supported a rally in the broader stock market in late-July,
with the DJIA moving back into positive territory for the year. Overall, the DJIA was up 7.1% for

the month of July, which was its strongest performance in a year.

Better-than-expected economic data helped to sustain the stock market rally at the
beginning of August 2010, but stocks eased lower following the disappointing employment
report for July. Stocks skidded lower heading into mid-August, as investors dumped stocks
amid worries over slowing economic growth. The downturn in the broader stock market
accelerated in the second half of August, as a number of economic reports for July showed the
economy was losing momentum which more than overshadowed a pick-up in merger activity.
The DJIA had its worst August in nearly a decade, with the DJIA showing a loss of over 4% for
the month. Stocks rebounded in the first half of September, as a favorable report on
manufacturing activity in August and a better-than-expected employment report for August
supported gains in the broader stock market. News of more takeovers, robust economic growth
in China and passage of new global regulations for how much capital banks must maintain
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extended the rally into the third week of September, as the DJIA moved to a one month high.
Despite a favorable report for August retail sales, worries about the European economy
snapped a four day winning streak in the DJIA in mid-September. The DJIA closed higher for
the third week in row heading into the second half of September, as stocks edged higher on
positive earnings news coming out of the technology sector and merger activity. The positive
trend in stock market continued for a fourth consecutive week in late-September, as investors
viewed a rise in August business spending as a sign the recovery was on firmer ground. Stocks
closed out the third quarter trading slightly lower on profit taking, but overall the DJIA showed a

gain of 10.4% for the quarter and, thereby, reversing losses suffered in the second quarter.

Stocks leapt to a five-month high at the start of the fourth quarter of 2010, as
investors responded to signals that the Federal Reserve was poised to step in to prop up the
U.S. economy. September employment data, which showed a loss of jobs and no change in the
unemployment rate, translated into a mixed trading market ahead of third quarter earnings
season kicking into high gear. Stocks traded unevenly in the second half of October, as
investors responded to generally favorable third quarter earnings reports and concerns that the
foreclosure crisis could spread into the overall economy. The DJIA surged to a two-year high in
early-November, as investors were encouraged by the Federal Reserve’s plan to support the
economy and better-than-expected job growth reflected in the October employment report.
Stocks reversed course heading into mid-November, amid concerns over Europe’s debt
problems, the potential impact of the Federal Reserve’s stimulus plan and slower growth in
China. A favorable report on jobless claims hitting a two year low helped stocks to rebound
heading into late-November, which was followed by a downturn as investors remained concern
about the debt crisis in Europe. Stocks rebounded in early-December, based on 1iews reports
that U.S. consumers felt more upbeat about the economic outlook, U.S. exports in October
surged to their highest level in more than two years and retail sales increased in November.
Stocks also benefitted from a pickup in merger activity heading into mid-December. The DJIA
moved to a two year high ahead of the Christmas holiday, with financial stocks leading the
broader market higher as some announced bank mergers heightened acquisition speculation for

the sector.

The broader stock market started 2011 on an upswing, fueled by reports of
manufacturing activity picking up in December. Weaker than expected job growth reflected in
the December employment report pulled stocks lower to close out the first week in 2011. Some
favorable fourth quarter earnings report by J.P. Morgan and data confirming strength in the
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manufacturing helped stocks to rebound in mid January, with the DJIA moving to its highest
close since June 2008. The positive trend in the broader stock market was sustained in late-
January, which was followed by a one day selloff as political unrest in Egypt rattled markets
around the word. The DJIA ended up 2.7% for the month of January, which was its strongest
January in 14 years. Stocks continued to trade higher through the first two weeks of February,
as the DJIA closed high for eight consecutive trading sessions. Strong manufacturing data for
January, merger news and some favorable fourth quarter earnings reports helped to sustain the
rally in the broader stock market into early February. On February 4, 2011, the DJIA closed at
12092.15, an increase of 20.9% from one year ago and an increase of 4.4% year-to-date, and
the NASDAQ closed at 2769.3, an increase of 30.3% from one year ago and an increase of
4.4% year-to-date. The Standard & Poor's 500 Index closed at 1310.87 on February 4, 2011,

an increase of 23.3% from one year ago and an increase of 4.2% year-to-date.

The market for thrift stocks has been somewhat uneven in recent quarters, but in
general has underperformed the broader stock market. An improving outlook for financial
stocks in general, along with positive reports for housing, employment and retail sales, boosted
thrift stocks at the start of the second quarter of 2010. A nominal increase in March consumer
prices and a strong first quarter earnings report from JP Morgan Chase & Co. supported a
broad rally in bank and thrift stocks heading into mid-April, which was followed by a pullback on
news that the SEC charged Goldman Sachs with fraud. Thrift stocks generally underperformed
the broader stock market during the second half of April, as financial stocks in general were hurt
by uncertainty about the progress of financial reform legislation, Greece’s debt crisis and news
of a criminal investigation of Goldman Sachs. Thrift stocks retreated along the broader stock
market in the first week of May, based on fears that the growing debt crisis in Eurcpe coud hurt
the economic recovery. Likewise, thrift stocks surged higher along with the broader stock
market after European Union officials announced a massive bailout plan to avert a public-debt
crisis and then retreated heading into the second half of May on lingering concerns about the
euro. News of rising mortgage delinquencies in the first quarter of 2010, an expected slowdown
in new home construction and uncertainty over financial reform legislation further contributed to
lower trading prices for thrift stocks. Thrift stocks participated in the one-day broader market
rally in late-May and then declined along with the broader stock market at the close of May.
Some positive economic reports provided a boost to thrift stocks at the start of June, which was
followed a sharp decline in the sector on the disappointing employment report for May. Gains in

the broader stock market provided a boost to thrift stocks as well heading in mid-June. Weaker-
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than-expected housing data for May and uncertainty surrounding the final stages of the financial

reform legislation pressured thrift stocks lower in late-June.

Thrift stocks declined along with the broader stock market at the start of the third
quarter of 2010, as home sales in May declined sharply following the expiration of a special tax
credit for home buyers. A report showing that home loan delinquencies increased in May
further depressed thrift stocks, while the broader market moved higher on more attractive
valuations. Financial stocks helped to lead the stock market higher through mid-July, as State
Street projected a second quarter profit well above analysts’ forecasts which fueled a more
optimistic outlook for second quarter earnings reports for the financial sector in general. Thrift
stocks retreated along with the financial sector in general in mid-July, as investors reacted to
disappointing retail sales data for June and weaker than expected second quarter earnings
results for Bank of America and Citigroup which reflected an unexpected drop in their revenues.
Some favorable second quarter earnings reports, which included improving credit quality
measures for some institutions, helped to lift the thrift sector in late-July and at the beginning of
August. Thrift stocks pulled back along with the broader market on weak employment data for
July, which raised fresh concerns about the strength of the economy and the risk of deflation.
The sell-off in thrift stocks became more pronounced in the second half of August, with signs of
slower growth impacting most sectors of the stock market. Thrift stocks were particularly hard
hit by the dismal housing data for July, which showed sharp declines in both existing and new

home sales.

August employment data coming in a little more favorable than expected boosted the
thrift sector in early-September, which was followed by a narrow trading range into mid-
September. Financial stocks in general posted gains in mid-September after global regulators
gave banks eight years to meet tighter capital requirements, but then slipped lower going into
the second half of September on mixed economic data. The thrift sector traded in a narrow
range during the second half of September, with financial stocks in general underperforming the
broader stock market during the third quarter. The divergence in the performance of financial
stocks from the broader stock market was attributed to factors such as the uncertain impact of
financial reform legislation would have on the earnings of financial institutions and ongoing

problems resulting from the collapse of the U.S. housing market.

The weak employment report for September 2010 and growing concerns about the

fallout of alleged foreclosure abuses weighed on bank and thrift stocks during the first half of
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October, as financial stocks continued to underperform the broader stock market. Some better-
than-expected earnings reports provided a slight boost to bank and thrift stocks heading into the
second half of October, which was followed by a downturn in late-October on lackluster
economic data. Financial stocks led the market higher in early-November, which was supported
by the Federal Reserve’s announcement that it would purchase $600 billion of Treasury bonds
over the next eight months to stimulate the economy. Profit.taking and weakness in the broader
stock market pulled thrift stocks lower heading into mid-November. Ongoing concerns about
debt problems in Ireland, weak housing data for home sales in October and a widening insider
trading investigation by the U.S. government pressured financial stocks lower heading into late-
November. Favorable reports for retail sales and pending home sales helped thrift stocks move
higher along with the broader stock market in early-December. Expectations of a pick-up in
merger activity in the financial sector contributed to gains in the thrift sector as well during the
second week of December. A report showing a rise in consumer confidence in early-December
also provided a modest boost to thrift stocks heading into mid-December. Thrifts stocks
benefitted from announced bank deals in the final weeks of 2010, as investors bet on an

increase in financial sector merger activity in 2011.

Thrift stocks rallied along with the broader stock market at the start of 2011, as
investors were encouraged by data that suggested the economic recovery was strengthening.
A strong fourth quarter earnings report posted by J.P. Morgan supported gains in the financial
sector in mid-January, which was followed by a downturn heading into late-January as some
large banks reported weaker than expected earnings. Thrift stocks traded higher along with the
broader stock market into mid-February, as financial stocks benefited from some favorable
fourth quarter earnings reports coming out of the financial sector. Financial stocks also
benefitted from a rally in mortgage insurer stocks, which surged on a government proposal to
shrink the size of FHA. On February 4, 2011, the SNL Index for all publicly-traded thrifts closed

at 589.5, an increase of 2.0% from one year ago and a decrease of 1.4% year-to-date.

B. The New Issue Market

In addition to thrift stock market conditions in general, the new issue market for
converting thrifts is also an important consideration in determining the Company’s pro forma
market value. The new issue market is separate and distinct from the market for seasoned thrift
stocks in that the pricing ratios for converting issues are computed on a pro forma basis,

specifically: (1) the numerator and denominator are both impacted by the conversion offering
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amount, unlike existing stock issues in which price change affects only the numerator; and (2)
the pro forma pricing ratio incorporates assumptions regarding source and use of proceeds,
effective tax rates, stock plan purchases, etc. which impact pro forma financials, whereas
pricing for existing issues are based on reported financials. The distinction between pricing of
converting and existing issues is perhaps no clearer than in the case of the price/book (“P/B")
ratio in that the P/B ratio of a converting thrift will typically result in a discount to book value
whereas in the current market for existing thrifts the P/B ratio may reflect a premium to book
value. Therefore, it is appropriate to also consider the market for new issues, both at the time of

the conversion and in the aftermarket.

As shown in Table 4.1, three standard conversions and eight second-step
conversions have been completed during the past three months. The recently completed
second-step conversion offerings are the most relevant to the Company's offering and included
transactions completed by Atiantic Coast Financial Corp., Alliance Bancorp, S| Financial Group,
Minden Bancorp, Kaiser Federal Financial Group, Home Federal Bancorp, Capitol Federal
Financial, and Heritage Financial Group, which were completed over a period from November
2010 to January 2011. The closing pro forma price/tangible book value ratio of the second-step
conversion offerings covered a range of pricing levels, from 40.9% P/TB (Atlantic Coast
Financial Corp) to 83.9% P/TB (Capitol Federal Financial), reflecting significant differences in

the respective markets, offering sizes, financial characteristics, and operating resuits.

The recently completed second-step conversion transaction by Sl Financial, which is
particularly relevant to the Company’s offering given its Connecticut location, closed at a pro
forma P/TB ratio of 68.5% and had traded up by 15.6% in aftermarket trading through February
4, 2010. Additionally, Alliance Bancorp of Pennsylvania, which closed its second-step
conversion as of January 18, 2011, had a similar offering size and pro forma capitalization in
comparison to Naugatuck Valley as well as a similar level of NPAs. Alliance Bancorp’s
transaction closed at a pro forma P/TB ratio of 67.1% and had traded up in the aftermarket by
10% through February 4, 2011.

Shown in Table 4.2 are the current pricing ratios for the fully-converted offerings
completed during the past three months that trade on NASDAQ or an Exchange. The current
average and median P/TB ratios for the recent fully-converted offerings equaled 70.38% and

76.76%, respectively, based on closing stock prices as of February 4, 2011.
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Home Faderal Bancorp, Inc., - LA 122210 HFBL-NASDAQ | $ 193 17.46%| 006% 4a8%] s 195 64% j0a%  a3%| NA. NA. | 60% 40%| 100% 13%] 000w 612% MM 1a6%| 00% 238% 00%| $1000| $1150 15.0%| $1170 17.0%| 81293 253%] $1275  27.5%)
Hertage FrancalGrp. he. -GA  1V3W10 HBOSNASDAQ | § 662 9.42%| 159% 8O%[$ 653 7% 2%  S7%| NA.  NA. | 50 25%| 68% 02%| 000%| 744% Std44 121%/ 02% 163% 14%| 31000| $1025 25%| s10as 85% %1217 217%| s1430 0%
[amerFed FinancuiGep. be..-CA™ 111910 KFFG-NASDAQ 1§ 867 10.52%] 379% 42%5 638  &7% 5% 69%| NA.  NA | 6o <o%| 100%| 0.2%) 0.00%| 666%  27.78 D4%| O4% 157% 23%| $10.00| $9.99 -01%| 3980  -w0%| 3995  -04x| $1z45 245%
Avarages - Second Step Converslons:| 3 1694 10.84%| 1829 122%[$  1mos  esx  ssx NA. - NA | 60% 37%] BS%| 29% 034%| e61%  40dx 100% 00 163% 26%] 078 s1081 1004] s10m2 r1awl s1se urw) s11sr 216%
Moedlans - Second Step Conversions:| $ 764 11.04%| 1.30% 68%[S 426 6% 9% 7.0%| NA NA | as% 3a%| 4w orw| 0.00%) $63% Tk Ma%[ 02% 169%  16%( $10.00 | $10.63  128%| $1077  107%| $9136  tem%| s1230  23.0%

M utaat Hoiding Company Conversions
Ocones Fed. Fn. Carp, - SC VN OFED-NASDAG |3 a6 17as%| 1aS% 19%|8 209 3% 132%  53%| O 2w |11.2% 56w 140w| 84| coow| STe% 2088 165%] 07% 212%  32%| 31000 $11.96 19.6%| $1180  19.0%| $1200 200% 31200 200%)
Averages -Mutual Holding Company Conversions:| 3 345 17.49%[ 1.86%  19%[$s 208 33% 132%  s3%| A NA UM% B6%) 4o%| BAu[ 0.00% €74%  zsTx tes%| 07% 202% 3auf $1000 | s1use  teex| s1190  veox] s1200  z00%| s12.00 20.0%|
Medians - Mutual Holding Company Conversions:| § 346  1743%| 1.85% 19%{$ 209  33% 132% s3%| NA N | N2% B6| tou|  84w| 0.00%| STE%  207x 168%| OF% 2% A2%| $10.00] $1196  19.6%) s11.90  1s.0u| $1200  200%| 31200 20.0%
Averages -AllConversions:[ $ 4178 11.23%| 236% 104%[$ 1279 7i%  se%  7.1%| Na N Sa% IGA| 65N 40%| 023%f 609%  393x t0aw] 00% 163% 22%| 3903 $1086  105%| $1095 104w s1e1 1sew] s1iee  maw
Medians -AliConversions:| § 482 11.0e%| 236% 6% 263 6% sex  7.2%| NA N SE% 40%| 100%) 19| 000%| a#x  207x 104w 02% te1%  11%| $10.00 | $10.61 125%] 1017 1074] $1138  166%| s1207 20.7%

Note *- Appramal pertormed by RP Financial; BOLO=RP Financal did the Convarsion Business Ran.

(1) Non-OTS ragulated thrift.

(2) As & percent of MHC offering for MHC transactions .,
(3) Does not take inte account the adoption of SOP 83-6.
(4) Latest price ¥ offerng i less than one waek oki.

{S) Lawast price it offering is rrore than one week but lets than one manth oid,

“NT" - Not Traded; "NA" - Not Appicable, Not Avatabie; C/S-Cash/Stock.

(8) Mutual hokiing corrpany pro forms data on ful conversion basia.
(7) Simutanecusly completad acquiskion of anothar financial nsttution.
(8) Simukaneously converted to & commercial bank charter.

(9) Former credit union.
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Market
Capitalization
Price/ Market
Financial Institution Share(1)  Vale
$ (M)
Al Public Companies (No MHC) $11.68 $361.36
Canverted Last 3 Months (no MHC)
Average $11.37 $281.75
Median $11.69 $60.23
Converted Last 3 Months (no MHC)
ALLBD Aliance Bancorp, inc. of PA $11.00 $60.23
ANCB  Anchor Bancorp of Aberdeen, WA $10.03 $25.58
ACFCD Atlantic Coast Financial Corp. of GA $10.05 $26.43
CFFN  Capitol Federal Financial Inc. of KS $12.14  $2,033.41
HBOS  Heritage Financial Group, Inc. of GA $11.68 $101.83
HFBL Home Federal Bancorp Inc. of LA $12.75 $38.84
KFFG  Kaiser Federal Financial Group of CA $12.45 $119.01
SFl Sl Financial Group, Inc. of CT $9.25 $97.84
WBKC  Wolverine Bancorp, Inc. of M $13.00 $32.60

(1) Averagae of HgtvlLaw or Bid/Ask price per share,

Per Share Data
Core Book
12Month  Value/
E32  Share
($) ®
(30.08)  $14.37
($1.00) $17.78
$0.17 $15.45
$0.10 $14.91
($0.24)  $25.92
(38.12) 52451
$0.41 $11.91
$0.19 $13.74
$0.17 $16.61
$0.36 $15.45
$0.22 §12.07
{$1.08) $24.93

PE

)
18.22x

29.04x
31.08x

gz¢g

27.58x

17.00x
34.58x
37.00x

Table 4.2

Market Pricing Comparatives

Prices As of February 4, 2011

Pricing Ratios(3)
[iE] PA
(%) (%) (%)
81.38%  0.49%  89.64%
69.62% 11.84%  70.38%
7684% 1284%  T76.76%
7378% 12.84%  73.78%
3870%  470% 38.70%
41.00%  292% 41.07%
101.93%  21.12% 101.93%
85.08% 14.16% 86.98%
76.76% 1841%  76.76%
80.58% 1294% 8283%
76.64% 1045%  79.26%
52.15%  9.93%  52.15%

(2) EPS (estimate core basis) s based on actual trating 12 month data, adjusted fo omit non-operating ftems on a tax-effected basis.
(3) P/E =Price to earnings: P/B = Frice to book; FYA = Price t0 assets; P/TB = Price to tangible book vakie; and P/Core = Price to core earnings.

{4) ndicated 12 month dividend, based on last quarterly dividend declared.
(5) Indicated 12 month dividend as a percent of traiing 12 month estimated core earnings.

PCore
(x)

18.19x

32.10x
32.40x

g 0B
2282278¢8¢

Dividends(4) Financial Characteristics (6)
Amount/ Payout Total Equtyl Tang Eg/  NPAS/ Reported Core

Share Yield  Ratio(S)  Assets Assets Assets Assets  ROA ROE ROA ROE
$) (%) (%) (sM %) %) (%) (%) (%) (%) (%)
$0.22 1.62%  29.45% $2,908 11.04% 10.72% 4.54% 0.02% 0.91%  -0.07% 0.47%
$0.16 1.34%  50.93% $1.629 8.76% 12.91% 275% -0.11% 2.70% -0.18% 2.85%
$0.12 1.30%  51.77% $719 7.41% 7.46% 2.49% 0.12% 3.49% 0.23% 3.14%
$0.12 1.09% NV $469 8.48% 8.48% NA 0.12% 1.38% 0.12% 1.38%
$0.00 0.00% NMv $544 0.00% 0.00% NA  -0.11% MM -011% N
$0.00 0.00% NV $907 1.11% 1.11% 572% -2.03% MM -2.65% NM
$0.30 247% 68.18% $8626 2262% 22.62% 0.78% 0.77% 3.38% 0.71% 3.15%
$0.43 3.68% NV $719 7.35% 7.17% 249% -0.19% -2.64% 023% 3.13%
$0.24 1.88%  32.00% $211 23.99% 23.99% NA 1.13% 5.42% 0.26% 1.23%
$0.20 181%  55.56% $820 T41%  4538% NA 0.37% 5.05% 0.37% 5.05%
$0.12 1.30% 48.00% $938 7.85% 7.46% 1.01% 0.28% 3.60% 0.25% 3.17%
$0.00 0.00% NV $328 0.00% 0.00% 3.75%  -133% M -0.82% NM

(6) ROA (return on assets) and ROE (return on equity) are indicated ratios based on traiing 12 month common eamings and average cormmon equity and total assets balances.
() Excludes fromaverages and medians those companies the subject of actual or rumored acquisition activities or unusual operating characteristics.

Source: SNL Fmancial, LC. and RF® Financial, LC. calculations. The information provided in this report has been obtained from sources we believe are refiable, but w e cannot guarantee the accuracy or completeness of such information.

Capyright {c) 2011 by RP® Financial, LC.
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C. The Acquisition Market

Also considered in the valuation was the potential impact on Naugatuck Valley's
stock price of recently completed and pending acquisitions of other thrift institutions operating in
Connecticut. As shown in Exhibit IV-4, there were two thrift acquisitions completed from the
beginning of 2006 through February 4, 2011. Additionally, there were 7 acquisitions of
commercial banks in Connecticut over the corresponding timeframe. The recent acquisition
activity may imply a certain degree of acquisition speculation for the Company’s stock. To the
extent that acquisition speculation may impact the Company’s offering, we have largely taken
this into account in selecting companies for the Peer Group which operate in markets that have
experienced a comparable level of acquisition activity as the Company’s market and, thus, are
subject to the same type of acquisition speculation that may influence Naugatuck Valley's stock.
However, since converting thrifts are subject to a three-year regulatory moratorium from being
acquired, acquisition speculation in Naugatuck Valley’s stock would tend to be less compared to

the stocks of the Peer Group companies.

D. Trading in Naugatuck Valley's Stock

Since Naugatuck Valley's minority stock currently trades under the symbol “NVSL”
on NASDAQ, RP Financial also considered the recent trading activity in the valuation analysis.
Naugatuck Valley had a total of 7,018,823 shares issued and outstanding at February 4, 2011,
of which 2,836,416 shares were held by public shareholders and traded as public securities.
The Company’'s stock has had a 52 week trading range of $4.71 to $9.07 per share and its
closing price on February 4, 2011 was $8.95 for an implied market value of $62.8 million.

There are significant differences between the Company’s minority stock (currently
being traded) and the conversion stock that will be issued by the Company. Such differences
include different liquidity characteristics, a different return on equity for the conversion stock, the
stock is currently traded based on speculation of a range of exchange ratios and dividend
payments, if any, will be made on all shares outstanding. Since the pro forma impact has not
been publicly disseminated to date, it is appropriate to discount the current trading level. As the

pro forma impact is made known publicly, the trading level will become more informative.

* k kK Kk *k Kk Kk * Kk * *
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In determining our valuation adjustment for marketing of the issue, we considered trends
in both the overall thrift market, the new issue market including the new issue market for
second-step conversions, the acquisition market and recent trading activity in the Company's
minority stock. Taking these factors and trends into account, RP Financial concluded that a
slight downward adjustment was appropriate in the valuation analysis for purposes of marketing

of the issue.

8. Management

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

vacant.

Overall, the returns, equity positions and other operating measures of the Peer Group
companies are indicative of well-managed financial institutions, which have Boards and
management teams that have been effective in implementing competitive operating strategies.
Therefore, on balance, we concluded no valuation adjustment relative to the Peer Group was

appropriate for this factor.

9. Effect of Government Reqgulation and Requlatory Reform

In summary, as a fully-conveticd . zgulated institution, Naugatuck Valley will operate in
substantially the same regulatory environment as the Peer Group members -- all of whom are
adequately capitalized institutions and are operating with no apparent restrictions. Exhibit IV-6
reflects the Company’s pro forma regulatory capital ratios. On balance, no adjustment has been

applied for the effect of government regulation and regulatory reform.

Summary of Adjustments

Overall, based on the factors discussed above, we concluded that the Company’s pro

forma market value should reflect the following valuation adjustments relative to the Peer

Group:
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Key Valuation Parameters: Valuation Adjustment
Financial Condition Slight Downward
Profitability, Growth and Viability of Earnings No Adjustment
Asset Growth No Adjustment
Primary Market Area No Adjustment
Dividends No Adjustment
Liquidity of the Shares Slight Downward
Marketing of the Issue Slight Downward
Management No Adjustment
Effect of Govt. Regulations and Regulatory Reform No Adjustment

Valuation Approaches

In applying the accepted valuation methodology promulgated by the OTS and adopted
by the FDIC, i.e., the pro forma market value approach, we considered the three key pricing
ratios in valuing the Company’s to-be-issued stock -- price/earnings (“P/E”), price/book ("P/B”),
and price/assets (“P/A") approaches -- all performed on a pro forma basis including the effects
of the stock proceeds.
pricing ratios, we have incorporated the valuation parameters disclosed in the Company’s

prospectus for reinvestment rate, effective tax rate, stock benefit plan assumptions and

expenses (summarized in Exhibits IV-7 and IV-8).

In our estimate of value, we assessed the relationship of the pro forma pricing ratios

relative to the Peer Group and recent conversion offerings.

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

P/E Approach. The P/E approach is generally the pest indicator of long-term
value for a stock and we have given it the most significant weight among the
valuation approaches. Given certain similarities between the Company's and
the Peer Group’s earnings composition and overall financial condition, the
P/E approach was carefully considered in this valuation. At the same time,
recognizing that (1) the earnings multiples will be evaluated on a pro forma
basis for the Company; and (2) the Peer Group companies have had the
opportunity to realize the benefit of reinvesting and leveraging the offering
proceeds, we also gave weight to the other valuation approaches.

P/B_Approach. P/B ratios have generally served as a useful benchmark in
the valuation of thrift stocks, particularly in the context of a conversion
offering, as the earnings approach involves assumptions regarding the use of
proceeds. RP Financial considered the P/B approach to be a valuable
indicator of pro forma value, taking into account the pricing ratios under the
P/E and P/A approaches. We have also modified the P/B approach to

In computing the pro forma impact of the conversion and the related
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exclude the impact of intangible assets (i.e., price/tangible book value or
“P/TB"), in that the investment community frequently makes this adjustment in
its evaluation of this pricing approach.

e P/A Approach. P/A ratios are generally a less reliable indicator of market
value, as investors typically assign less weight to assets and attribute greater
weight to book value and earnings. Furthermore, this approach as set forth in
the regulatory valuation guidelines does not take into account the amount of
stock purchases funded by deposit withdrawals, thus understating the pro
forma P/A ratio. At the same time, the P/A ratio is an indicator of franchise
value, and, in the case of highly capitalized institutions, high P/A ratios may
limit the investment community’s willingness to pay market multiples for
earnings or book value when ROE is expected to be low.

o Trading of Naugatuck Valley's stock. Converting institutions generally do not
have stock outstanding. Naugatuck Valley, however, has public shares
outstanding due to the mutual holding company form of ownership. Since
Naugatuck Valley is currently traded on NASDAQ, it is an indicator of investor
interest in the Company’s conversion stock and therefore received some
weight in our valuation. Based on the February 4, 2011, stock price of $8.95
per share and the 7,018,823 shares of Naugatuck Valley stock outstanding,
the Company’s implied market value of $62.8 million was considered in the
valuation process. However, since the conversion stock will have different
characteristics than the minority shares, and since pro forma information has
not been publicly disseminated to date, the current trading price of Naugatuck
Valley's stock was somewhat discounted herein but will become more
important towards the closing of the offering.

The Company has adopted Statement of Position (“SOP”) 93-6, which causes earnings
per share computations to be based on shares issued and outstanding excluding unreleased
ESOP shares. For purposes of preparing the pro forma pricing analyses, we have reflected all
shares issued in the offering, including all ESOP shares, to capture the full dilutive impact,
particularly since the ESOP shares are economically dilutive, receive dividends and can be

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

In preparing the pro forma pricing analysis we have taken into account the pro forma
impact of the MHC net assets that will be consolidated with the Company. At December 31,
2010, the MHC had unconsolidated net assets of $22 thousand. These entries have been
added to the Company’s December 31, 2010, reported financial information to reflect the

consolidation of the MHC into the Company’s operations.

Based on the application of the three valuation approaches, taking into consideration the
valuation adjustments discussed above, RP Financial concluded that as of February 4, 2011,

the aggregate pro forma market value of Naugatuck Valley's conversion stock equaled
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$48,667,160 at the midpoint, equal to 6,083,395 shares at $8.00 per share. The $8.00 per
share price was determined by the Naugatuck Valley’'s Board. The midpoint and resulting
valuation range is based on the sale of a 59.6% ownership interest to the public, which provides
for a $29,000,000 public offering at the midpoint value.

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

calculating the Company’s pro forma market value by applying a valuation P/E multiple to the
pro forma earnings base. In applying this technique, we considered both reported earnings and
a recurring earnings base, that is, earnings adjusted to exclude any one-time non-operating
items, plus the estimated after-tax earnings benefit of the reinvestment of the net proceeds.
The Company's reported earnings equaled $1.451 million for the twelve months ended
December 31, 2010. In deriving Naugatuck Valley's core earnings, the adjustments made to
reported earnings were to eliminate merger related expenses pertaining to the terminated
Southern Connecticut Bancorp acquisition of $782,000, slightly offset by gains on the sale of
securities. As shown below, on a tax effected basis, assuming an effective marginal tax rate of
34% for the earnings adjustments, the Company’s core earnings were determined to equal
$1.960 million for the twelve months ended December 31, 2010. (Note: see Exhibit V-9 for the

adjustments applied to the Peer Group's earnings in the calculation of core earnings).

Amount
($000)

Net income(loss) $1,451
Addback: Merger termination expenses 782
Deduct: Gains on the sale of securities (11)
Tax effect (262)
Core earnings estimate $1.960

(1) Tax effected at 34.0%.

Based on the Company’s reported and estimated core earnings, and incorporating the
impact of the pro forma assumptions discussed previously, the Company’s pro forma reported
and core P/E multiples at the $48.7 million midpoint value equaled 36.30 times and 26.31 times,
respectively, indicating premiums of 107.6% and 31.8%, relative to the Peer Group’s average
reported and core earnings multiples of 17.48 times and 19.97 times, respectively (see Table
4.3). In comparison to the Peer Group’s median reported and core earnings multiples of 16.49

times and 21.83 times, respectively, the Company’s pro forma reported and core P/E mulitiples




Naugatuck Valey Financial Corp.
Superrange
Maximum
Mdpoint
Mnimum

Al Non-MHC Publc Companies (7]

Averages
Medians

Al Non-MHC Pubic Companies - State of CT(7;

Averages
Medians

Comparable Group Averages

Averages
Medians

Comparable Group

CEBK  Central Bncrp of Somerville MA

CBNK  Chicopee Bancorp, inc. of MA
HBNK  Hampden Bancorp. Inc. of MA

MFLR  Mayflower Bancorp, Inc. of MA

NHTB  NH Thrift Bancshares of NH
NFSB  Newport Bancarp, inc. of R

OSHC  Ocean Shore Holding Co. of NJ

THRD  TF Fin. Corp. of Newtown PA
UBNK  United Financial Bncrp of MA
WFD Westfield Fin, inc. of MA

(1) Average of Hgh/Low or Bid/Ask price per share.
(2) EPS (estimate core basis) is based on actual traing 12 month data, adjusted to omt non-operating items on a tax-effected basis, and is shown on a Ppto forma basis w here appropriate.
(3) PYE=Price to earnings; B = Price to book; PfA = Price to assets; P/TB = Price to tangibie book value: and P/Core = Price to core earnings.

{4} Indicated 12 month dividend, based on last quarterly dividend declared.

Market
Capitakzation

Price/ Market

Share() Value

($) (SM)
$8.00 $64.36
$8.00 $55.97
$8.00 $48.67
$8.00 $41.37
$11.68 $361.36
$12.04 $66.96
$11.22  $2417.38
$11.22  $2417.38
$13.57 $98.32
$13.43 $80.13
$14.87 $24.79
$13.93 $83.75
$12.50 $86.81
$8.95 $18.65
$13.25 $76.51
$13.80 347.45
$12.04 $87.86
$22.59 $66.96
$15.36 $247.43
$862 $242.95

Per Share Data(2)
Book

Core
12 Month
&3
$

$0.23
$0.26
$0.30
$0.36

($0.08)
$0.36

$0.25
$0.25

$0.53
$0.60

$1.12
$0.06
$0.02
$0.41
$0.86
$0.54
$0.73
$0.93
$0.66
s0.01

{5) Indicated 12 month dividend as a percent of traiing 12 month estimated core sarnings.
{6) ROA (return on assets) and ROE (return on equity) are indicated ratios based on traiing 12 month common earnings and avarage common ‘equity and total assets balances.
(7) Excludes from averages and medians those companies the subject of actual or rumored acquisition activities or unusual operating charactetistics.

$10.48
$11.43
$12.59
$13.99

$14.37
$13.61

$13.30
$13.30

$14.95
$14.04

$21.93
$15.28
$13.49
$10.16
$14.28
$14.25
$13.61
$24.87
$13.82

$7.85

30.51x

18.22x
17.05x

37.00x
37.00x

17.48x
16.49x

11.10x

13.77x
10.11x
26.15x
16.49x
19.99x
24.77x

N

Table 4.3

Public Market Pricing
Naugatuck Valley Financial Corp. and the Comparables
As of February 4, 2011

Pricing Ratios(3)
BE PA  H©
(%) ) (%)
76.34% 10.72% 76.41%
69.99% 9.39%  70.05%
63.95% 8.22% 63.95%
57.18% 7.03% S57.22%
81.38% 9.48% 89.64%
80.94% 8.60% 8591%
83.71% 14.69% 112.34%
83.71% 14.68% 112.34%
92.82% 11.56% 99.29%
9191% 10.52% 94.05%
67.81% 471% T2.2%
81.16% 14.60% 91.16%
9266% 15.13% 9266%
88.08% 7.50% 88.09%
92.79% 7.69% 14263%
95.44% 10.55% 95.44%
88.46% 10.48% 88.46%
$0.83% 9.68% 96.83%
111.14%  15.61% 115.58%
109.81%  19.60% 109.81%

re

(x)

35.42x
30.51x
26.31x
22 18x

18.18x
17.08x

£

19.97x
21.83x

13.28x

21.83x
15.41x
25.19x
16.49x
24.29x
23.27x

NV

Olvidends(4) Financial Characteristics(6)
Amount/ Payout Total Equty/ Tang EyY NPAs/ Reported Core
Share Yield Ratio(S} Assets  Assets Assets Assets  ROA ROE ROA ROE

($) (%) (%) (sM) (%) (%) (%) (%) (%) (%) (%)

$0.12 1.50%  $3.13% $600 14.04% 14.04% 3.05% 0.22% 1.55% 0.30% 2.16%
$0.12 1.50%  4576% 3596  1341%  13.41% 3.07% 0.22% 1.66% 0.31% 2.30%
$0.12 150%  39.47% $502  1286% 1285% 3.09% 0.23% 1.76% 0.31% 243%
$0.12 150%  33.28% $588 12.28%  12.29% 311% 0.23% 1.87% 0.32% 2.58%
$0.22 162%  29.45% $2.908  11.04% 10.72% 4.54% 0.02% 091%  -0.07% 0.47%
$0.16 1.30% 0.00% $907 10.49% 8.62% 369% 0.38% 2.60% 0.26% 3.14%
$0.37 162%  29.45% $12,987 14.35% 10.78% 1.01% 0.33% 261% 0.35% 253%
$0.37 300%  54.55% $12,987 17.24% 13.65% 1.01% 0.33% 261% 0.35% 2.53%
$0.21 166%  2422% §$772 1244%  1202% 1.38% 0.43% 4.05% 0.35% 3.25%
soz 167% 2528% $633 11.46% 11.46% 0.94% 0.44% 4.52% 0.37% 396%
$0.20 1.34% 14.93% $526 878% 8.39% 3.42% 0.41% 5.00% 0.35% 4.18%
$0.00 0.00% 0.00% $574  16.01% 16.01% 111% 0.09% 0.51% 0.06% 0.38%
$0.12 0.96% N 3574  16.33% 16.33% 252% 0.06% 0.37% 0.02% 0.15%
$0.24 268%  36.92% $249 851% B851% 097% 054% 657% 034%  4.14%
$0.52 392% 3969% $995 9.28% 6.58% 0.79% oT7% 831% 0.51% 5.45%
$0.00 0.00% 0.00% $450 11.06% 11.06% 0.17% 0.40% 361% 0.42% 3.75%
$0.24 1.89%  32.88% $838  11.85% 11.85% 0.48% 0.68% 5.76% 0.68% 5.76%
$0.20 0.89% 17.70% $692 10.66% 10.06% 3.10% 0.47% 4.57% 0.39% 377%
$0.32 208% 5161% $1.585 14.05% 13.58% 0.91% 0.65% 4.47% 0.69% 4.76%
$0.24 278% NM $1.240 17.85% 17.85% 0.34% 0.25% 1.30% 0.02% 0.12%

Source: Corporate reports, offering circulars, and RP Financial, LC, calculations. The information provided in this report has been obtained from sources w e befieve are rekable, but we cannot guarantee the accuracy or completeness of such information.

Copyright (c) 2011 by RP® Financial, LC.
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at the midpoint value indicated premiums of 120.1% and 20.5%, respectively. The Company’'s
pro forma P/E ratios based on reported earnings at the minimum and the supermaximum
equaled 30.51 times and 22.18 times, respectively, and based on core earnings at the minimum

and the supermaximum equaled 49.20 times and 35.42 times, respectively.

importantly, in evaluating the appropriateness of the pro forma earnings multiples based
on core earnings, we considered that while the mortgage banking related gains were included in
core earnings, they tend to be a volatile earnings component in comparison to other non-interest
fee income sources. Additionally, we considered that a balance was appropriate between the
resulting pro forma discounts on a price-to-book value basis and the premiums on a price-to-

earnings basis.

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

calculating the Company’s pro forma market value by applying a valuation P/B ratio, as derived
from the Peer Group’s P/B ratio, to the Company’s pro forma book value. Based on the $48.7
million midpoint valuation, the Company’s pro forma P/B and P/TB ratios equaled 63.95% for
both, respectively. In comparison to the average P/B and P/TB ratios for the Peer Group of
92.82% and 99.29%, the Company'’s ratios reflected a discount of 31.1% on a P/B basis and a
discount of 35.6% on a P/TB basis. In comparison to the Peer Group’s median P/B and P/TB
ratios of 91.91% and 94.05%, respectively, the Company's pro forma P/B and P/TB ratios at the
midpoint value reflected discounts of 30.4% and 32.0%, respectively. At the top of the super
range, the Company’s P/B and P/TB ratios equaled 76.34% and 76.41%, respectively. In
comparison to the Peer Group’s average P/B and P/TB ratios, the Company’s P/B and P/TB
ratios at the top of the super range reflected disrnints of 17.8% and 23.0%, respectively. In
comparison to the Peer Group’s median P/B and P/TB ratios, the Company’'s P/B and P/TB
ratios at the top of the super range reflected discounts of 16.9% and 18.8%, respectively. RP
Financial considered the discounts under the P/B approach to be reasonable given the

Company's pro forma P/E multiples were at premiums to the Peer Group’s P/E multiples.

3. Price-to-Assets (“‘P/A”). The P/A valuation methodology determines market value

by applying a valuation P/A ratio to the Company’s pro forma asset base, conservatively
assuming no deposit withdrawals are made to fund stock purchases. In all likelihood there will
be deposit withdrawals, which results in understating the pro forma P/A ratio which is computed
herein. At the $48.7 million midpoint of the valuation range, the Company’s value equaled

8.22% of pro forma assets. Comparatively, the Peer Group companies exhibited an average
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P/A ratio of 11.56%, which implies a discount of 28.9% has been applied to the Company’s pro
forma P/A ratio. In comparison to the Peer Group’'s median P/A ratio of 10.52%, the Company’s
pro forma P/A ratio at the midpoint value reflects a discount of 21.8%.

Comparison to Recent Offerings

As indicated at the beginning of this chapter, RP Financial’s analysis of recent
conversion offering pricing characteristics at closing and in the aftermarket has been limited to a
“technical” analysis and, thus, the pricing characteristics of recent conversion offerings can not
be a primary determinate of value. Particular focus was placed on the P/TB approach in this
analysis, since the P/E multiples do not reflect the actual impact of reinvestment and the source
of the stock proceeds (i.e., external funds vs. deposit withdrawals). As discussed previously,
eight second-step conversions have been completed within the past three months and closed at
an average pro forma price/tangible book ratio of 66.1% (see Table 4.1), reflecting on average
11.1% aftermarket appreciation in the first week of trading. In comparison, the Company'’s pro
forma price/tangible book ratio at the appraised midpoint value reflects a slight discount of 3.3%

relative to the recently completed second-step conversion transactions.

The average P/TB ratio as of February 4, 2011, of the nine companies which have either
completed second-step conversion or standard conversion offerings, was equal to 70.38%
based on the average and 76.76% based on the median. The Company’s P/TB ratio at the
midpoint value reflects an implied discount of 9.1% discount to the average and 16.7% relative
to the recent transactions median. At the top of the super range the Company's P/TB ratio
reflects an implied premium of 8.5% relative to the nine companies completing offerings in the

last three months while the pro forma P/TB ratio was at parity to the median value.

Valuation Conclusion

Based on the foregoing, it is our opinion that, as of February 4, 2011, the estimated
aggregate pro forma valuation of the shares of the Company to be issued and outstanding at
the end of the conversion offering — including (1) newly-issued shares representing the MHC's
current ownership interest in the Company and (2) exchange shares issued to existing public
shareholders of the Company - was $48,667,160 at the midpoint, equal to 6,083,395 shares at a
per share value of $8.00. The resulting range of value and pro forma shares, all based on $8.00
per share, are as follows: $41,367,088 or 5,170,886 shares at the minimum; $55,967,232, or
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6,995,904 shares at the maximum; and $64,362,328 or 8,045,291 shares, at the supermaximum
(also known as “maximum, as adjusted”).

Based on this valuation and taking into account the ownership interest represented by
the shares owned by the MHC, the midpoint of the offering range is $29,000,000, equal to
6,083,095 shares at $8.00 per share. The resulting offering range and offering shares, all
based on $8.00 per share, are as follows: $24,650,000, or 3,081,250 shares, at the minimum;
$33,350,000 or 4,168,750 shares at the maximum; and $38,352,504 or 4,794,063 shares, at the
supermaximum. The pro forma valuation calculations relative to the Peer Group are shown in
Table 4.3 and are detailed in Exhibit IV-7 and Exhibit IV-8.

Establishment of the Exchange Ratio

OTS regulations provide that in a conversion of a mutual holding company, the minority
stockholders are entitled to exchange the public shares for newly issued shares in the fully
converted company. The Board of Directors of Naugatuck Valley has independently determined
the exchange ratio, which has been designed to preserve the current aggregate percentage
ownership in the Company held by the public shareholders. The exchange ratio to be received
by the existing minority shareholders of the Company will be determined at the end of the
offering, based on the total number of shares sold in the subscription and syndicated offerings

and the final appraisal.

Based on the valuation conclusion herein, the resulting offering value and the $8.00 per
share offering price, the indicated exchange ratio at the midpoint is 0.8667 shares of the
Company for every one public share held by public shareholders. Furthermore, based on the
offering range of value, the indicated exchange ratio is 0.7367 at the minimum, 0.9967 at the
maximum and 1.1462 at the supermaximum. RP Financial expresses no opinion on the
proposed exchange of newly issued Company shares for the shares held by the public

stockholders or on the proposed exchange ratio.
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Exhibit -2
Naugatuck Valley Financial Corporation
Key Operating Ratios

At or For the Year Eaded December 31,

2010 2009 2008 2007 2006
Performauce Ratios:
Rerum (loss) on average assers ... 0.25% 0.37%  (0.06)% 0.33% 0.38%
Renun (loss) on average equity 2.79 4.10 (0.64) 277 279
Interest rate spread (1).... 340 3.00 . 288 276 3.07
Net interest margin (2) ... 345 3.09 302 2958 3.26
Noninterest expense 10 average assets ... 279 2.68 2.66 2.86 3.03
Efficiency ratio (3)......... 73.67 78.43 101.28 §7.18 8593
Dividend payvout ratio (1).. 2348 2428 N/M 45.10 16.51
Average interesi-earing assets o
average interest-bearing liabilinies........ 102.65 103.77 104.46 105.65 107.18
Average equity to average assets ... 9.13 8.97 9.71 11.80 13.65
Capital Raties:
Total capital to risk-weighted assets ......... 11.85% 11.10% 11.09% 12.88% 14.29%
Tier 1 capital to risk-weighted assets........ 10.60 10.16 10.36 12.22 13.56
Tier 1 capital 1o adjusted total assets......... 8.04 7.76 7.58 8.81 9.33
Total equaty o total assets....................... 9.20 9.03 8.52 10.91 12.34
Asset Quality Ratlos:
Allowance for loan losses as a percent of
total 10ans ..o 1.33% 0.84% 0.66% 0.60% 0.67%
Allowance for loan losses as a pescent of
nonperforming loans ... 3874 66.60 107.13 22299 103.03
Net charge-offs (recoveries) to average
loans outstanding during the period ..... 0.20 — oen 0.02 —
Nonperforming loans as a percent of total
10815 oo 3.73 1.26 0.62 0.27 0.65
Nonperforming assets as a percent of
[OLA] ASSETS ..o 322 1.10 0.50 0.21 0.49
Other Data:
Number of:
Deposit aCCOMMS. ..., 31167 30.712 30.721 29.489 27.385
Full service customer service
facilities ..... 10 10 t0 9 9

(1) Represents the difference between the weighted average yield on average interest-carning assets and the weighted average cost
of nrerest-bearing habilities.

(2)  Represents net inferest inconte as a percent of average interest-earning assets.

(3} Represents noninterest expense (less intangible aniortization) divided by the sum of net interest inconie and noninterest income.

(4)  Represents dividends declared (excluding waived dividends) divided by net income. The ratio is not meaningful for the 2008
period due to the net loss for the year. A summary of the dividends declared and paid by Naugatuck Valley Financial and
dividends waived bv Naueatuck Vallev Mutual Holding Comwvany is set forth below:
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Exhibit 1-3
Naugatuck Valley Financial Corporation
Investment Portfolio Composition

At December 31,
1010 2009 2008

Amortized Falr Amaortized Fair Amertized Fair
(In thousauds) Cost Value Cost Value Cost Value
Available-for-sale securities:
U.S. Governnent and
agency obligations...... $ 1.022 5 1.087 % 1.529 $ 1.583 § 1337 §  1.604

Mortgage-backed

SCCUETHES ..ooovenenne. 19.093 19.960 23.561 24.500 42297 43.030
Collateralized mortgage

obligations.................. 2.706 2.676 3.091 3.000 3.339 3.183
Municipal obligations ..... — — — — 8.888 8.993
Money miarket preferred

obligations................. 8.200 7.960 8.200 7.880 9,273 6.744
Corporate obligations ... — — 1.000 660 1.000 290

Held-to-maturity secuwities:
US Government and
agency obligations...... — — — — — —
Mortgage-backed
SECUTNTES ..o 15.104 1451 1475 — —
Interest-bearg balances .. — —_ — — — -

o

&
v
[
F

Total $ 46355 % 46787 3 38832 § 39098 § 66334 § 63.844
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Exhibit I-4

Naugatuck Valley Financial Corporation

Yields and Costs
At December 31,
2010 2009 2008
Interest
Average latevest and Yield/ Average Intevest and Yield/ Average and Yield:

(Dollars in thousands) Balance Dividends Cost Balance Dividends Cost Balance _ Dividends Cost
Interest-caming assers:
Loans $479.093 $26.820 5.60%  $448.131 $25.954 579%  $396.524 $24.556 6.19%
Fed Funds sold .. 328 3 0.09 444 5 009 2391 §7 238
Investment securities. 41.023 L71S 4.18 $0.025 2332 4.66 69.498 3.391 4.88
Federal Home Loan Bank srock ... 6.252 — — 6.252 — —_ $.738 199 347
Total interest-caming assets ... . ... £29.619 28.638 £39 £09.852 28.291 S.55 474.148 28.203 5,95
Noninterest-caming assets... ... . 40.539 32484 30910
Total 285€T8 oovovovvrecr e, $570,148 $542.336 $505.058
Interest-bearing liabilities:
Certificate aCCOULS ..ovrronverrerrnnneos $238,251 $6.617 277 $237.850 $7.741 128 $216.595 48.297 383
Regular savings accounts and escrow. .. 75,598 413 0.5 60.825 3%0 0.64 48.130 288 0.60
Checking and NOW accounts.............. 57.282 45 0.08 53.258 45 0.08 §3.732 159 .30
Mouney market savinngs accounts...... ... 26.596 222 0.83 25.790 n 117 21.607 827 1.91
Total mterest-tearing deposits 397.924 7.297 183 327723 5477 224 346.064 9.271 2.68
FHLB advauces..... 105.863 2.871 2.71 104.268 3931 357 107,182 4.61¢ 4.31
Orther borrowicgs .. 12,182 1)1 991 9.316 129 1.38 054 18 75
Total interest-tearing liabilities . ... . $15.969 10.279 19 191307 12837 BESS 453.900 13.904 .06
Noninterest-beaing liabifities............. PR RYS 2.291 2.138
Total habilities ... i 518.106 493.698 456.038
Stockholders™ equity ... §2.082 485.638 49.020
Total habitities and stockholders’

CQUILY ... e PSTOLYSS $542.350 $505.058
Nef mnterest MICoME ....oo.ooooioniiivne, $18.25¢ $15.754 $14.299
Iuterest rate spread ... 3.40% 3.00% 2.89%
Netnterest tRArgi.....o oo oovree e 3.45% 3.09% 3.02%
Average interest-caming assets to
average mterest-bearing liabilities ... ... 102.65% 103.77% 104.46%
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Naugatuck Valley Financial Corporation

Exhibit I-5

Loan Loss Allowance Activity

Year Ended December 31,

(Dollars in thousands) 2010 2009 2008 2007 2006
Allowance at beginning of period...  $3.996 $2.869 $2.163 $2.071 $1.878
Provision for loan losses............... 3,360 1144 675 151 192
Less: Charge ofts:
Real estate loans.................. 27 -— — 46 —
Commercial business
Joans ..., 924 12 — 5 —
Consumer loans.................. 27 6 7 10 2
Total charge-offs ....... 978 I8 7 61 2
Plus: Recoveries:
Real estate loans.................. — — 38 i 3
Commercial business loans .. 15 _ — — —
Consumer loans................... — i — 1 —
Total recoveries.......... 15 1 38 2 3
Net charge-offs (recoveries)......... 963 17 31 59 I
Allowance at end of
period ..o, $6.393 $3.996 $2.869 $2.163 $2.071
Allowance to nonperforming
FOAIYS. oo 35.74% 66.60% 107.13% 222.99% 103.03%
Allowance to total loans
ocutstanding at the end of the
period......coooii 1.33% 0.84% 0.66% 0.60% 0.67%
Net charge-offs (recoveries) to
average loans outstanding
during the period................... 0.20% —% (0.01)% 0.02% —%
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Exhibit -6
Naugatuck Valley Financial Corporation
Interest Rate Risk Analysis

Net Portfolic Value as % of

Basis Point (“bp”) Net Portfolio Value Present Value of Assets
Change in Rates $ Amount $ Change % Change NPV Ratio Change
(Dollars in thousands)
300bp $40.012 $(20.953) (34)% 7.19% (3.13)%
200 48.446 (12.519) QD 8.51 (181
100 56.076 14,8893 (8) 0,65 ©67)
50 58988 {1.977) @3) 10.06 (0.26)
0 60.963 — - 10.32 —
-50 61.850 88S 1 1642 .10
-100 62.552 1.887 3 10.50 0.18
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Exhibit |-7
Naugatuck Valley Financial Corporation
L.oan Portfolio Composition

At December 31,

2010 2009 2008
(Dollars in thousands) Amount Perceat Amonnt Percent Anount Perceat
Real estate loans:
One-to four-fanuly ..o, $ 219.286 45.56% § 229693 47.74% $ 216.201 49.51%
CONSUMCUON ..o 30,921 642 46.298 9.62 50.596 11.59
Multi-family and commercial real estate........... 160.235 33.29 134,931 28.05 106.028 24.28
Tortal real estate 10ans ........oooeverveeinenenns 410.442 §5.27 410922 8541 372828 §5.38
Commercial business 10ans...........ocoovvvimeiiren, 34,742 722 31325 6.51 22.567 5.17
Constuner loans:
SAVIES ACCOURLS ..oooviei e, 956 0.20 L1113 0.23 1.093 0.25
Personal 236 0.05 256 0.05 262 0.06
Automobile ... 168 0.03 230 0.0s 271 0.06
HOME @qQUITY .o 34.807 7.23 37.276 7.75 39,655 9.03
Total consumer 10ans.....o.oo e 36.167 7.51 38.875 8.08 41.281 9.45
Total loaus....... . 481.351 100.00% 481.122 100.00% 436.673 100.00%
Less:
Alowance for loan fosses.................c.....cc... 6.393 3.996 2.869
Undisbursed construction loas. 1.034 3.336 1.299
Deferred loan origination fees.............c.ooo 403 186 529

Loans receivable. net. ..o, $ 473.521 $ 473304 $ 431976
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Exhibit 1-8
Naugatuck Valley Financial Corporation
Contractual Maturity by Loan Type

At December 31, 2010

Real Estate Commercial Consumer
{Iu thousands) Leans Business Loans Loans Total Losas
ONE VEAF OF 855 .ooivuiiiieries ettt $53.611 $22.702 $22.916 $99.229
More than one year to flVe Vears ... onvicnvicniinnns 113,592 6.320 3631 123.543
More than five ¥earsS. ..o 243,239 5.720 9.620 258.579

TOtal et $410.442 $34.742 36.167 $481.351
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Exhibit 1-9
Naugatuck Valley Financial Corporation
Purchases and Originations

Year Ended December 31,
(In thousands) 2010 2009 2008
Total loans at beginning of period.........c.cccevvvivevnverrvcncieinennn $481,122 $436,673 $363,987
Loans originated:
Real estate loans:
One- to four-family .........ccccovvevineriiiieneviienenne, 67,131 48,387 41,472
Construction 11,483 24,518 34,459
Multi-family and commercial............ccccoovevvvnerinen.. 29,362 24,547 40,566
Commercial business loans 21,598 15,597
Consumer loans ..................... 13,726 13,235
Total loans originated 132,776 145,329
Deduct:
Real estate loan principal repayments ............cccccoceerenenne (71,479) (59,355) (48,551)
L0AN SAES cveiviviireiiiirineie st (36,977) — —
Other repayments.............cocoveceeeieninnninrsresneesseseneennereone (32,734) (28,972)  (24,092)
Net 10an aCtIVILY ..cvecveeiieriiiireeicercceere ettt eever s resbeeae e 229 44 449 72,686
Total loans at end of period............ccceevverrvvereiieeeccr e, $481,351 $481,122 $436,673
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Exhibit 1-10
Naugatuck Valley Financial Corporation
Non-Performing Assets

At December 31,

(DoBars in thousands} 2010 2009 2008 2007 2006
Nonaccrual loans:
One-to four-family . ... ... $236% $1.332 $1.100 $422 $423
CONSTHCHON ..ot 1.931 1.250 370 - 1.036
Multi-family and conunercial real estate ... 5136 2114 1.001 356 382
Commercial bUSIRESS ........coc.covvvvviienice s 1.276 452 142 144 142
CONSUIIEE . ..o 419 358 65 48 57
Total oot s 11127 §.326 2678 970 2.010
Troubled debt resuucturings 6.761 474 — — —
Foreclosed real estate anc other repossessed assets... 421 140 — — —
Total nocperforming assets ........c..cooovverierevier e . $18.309 $6.140 32,678 $970 $2.010
Total nonperforming loans to total loans................... . 373% 1.26% 0.62% 0.27% 0.65%
Total norperfonning toans to total assets ..., 3.15% 1.08% 0.50% 0.21% 0.49%
Total nonperforming assets to total assets........................ 3.22% 1.10% 0.50% 0.21% 0.49%
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Exhibit |-11
Naugatuck Valley Financial Corporation
Deposit Composition

At December 31.

(In thousands) 2010 2009 2008
Certificate ACCOURNTS .....oiiiiiiiiieiei e $ 239406 § 231905 $ 235764
Regular savings aCCOUMLS .......ovoviirriiniries e, 79.682 65916 48.427
Checking and NOW accounts ......cocovviiiniinininneecen e 59914 $7.319 52,5837
Money market savings aCCOUNTS ...........ocimivrriiiinres e 26.873 25.791 26,298
TOTAL ..ot $ 405875 § 380931 $ 363.026
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Exhibit I-12
Naugatuck Valley Financial Corporation
Time Deposit Rate/Maturity

At December 31,

{In thousamds) 2010 2009 2008

0.00 = 0.99%0 oot e $ S5958 % 40.634 §$ 302
100 — 1.99% i e e 58.786 52.467 23,824
2000 = 2.99%0 i e s 15,366 13.623 42991
300 3.99% oo e e 31.522 43.968 85,314
4.00 - 4.99% ... 76.524 78.787 78.579
S.00 = 59920 i 1.250 2.426 4.754

TOtAL . $ 239406 § 231905 § 235764

Amount Due Percent of

Less More Thau More Than Total Time
Than One One Year to Twe Yeors to More Than Deposit

(Dollass in thousands) Year Two Years Thure Years Thiee Y'iL Total Accounts

0.00-099%% . o, 33841 $6.420 $304 $823 $55958 23.37%
100 - 1.99% . 49551 §245 716 274 58.786 24.56
2.00 - 2.99% 34 2837 3.851 833 15366 6.42
3.00 - 3.99% 10.176 12225 1.648 7473 31522 1317
4.00-4.9%% i 55941 12,099 8.484 — 76.524 31.96
5.00 -5.99% H 1.106 100 — 1.250 0.52

Total ..o e, $164.467 $42.932 $15.103 $16.904 $239.406 100.00%%
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Exhibit |-13
Naugatuck Valley Financial Corporation
Borrowings Activity

Year Euded Decembey 31,

{(Dollars in thousands) 2010 2009 2008
Maxtmum amount of advances outstanding at any month

end during the period ..o $ 112339 § 117211 % 119.628
Average advances outstanding during the period ................ 105.863 104.268 107.182
Weighted average interest rate during the period ................ 2.71% 3.77% 4.31%
Balance outstanding at end of period.............oooovinn $ 95905 % 112553 § 118421

i
Weighted average interest rate at end of period ............... 2.59% 2.91% 3.80%
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Exhibit H-1
Naugatuck Valley Financial Corporation

Branch Office Detail
Year Date af
Opened’ Net Book Unlue st Squave Qwaed’ Lease
Locstion Acquived December 31, 2010 Footage Lensed Expiration

(Dollars tn thoussads)
Main Office:

333 Church SIERT oo 1996 $2.389 23.000 Owned —
Naugatuck, CT 06770

Buranches:

1009 New Haven Road ... 2001 1.179 3,500 Owned —
Nauganick. €T 06770

127 South Main SWEEl .civviiiincinineinie i 1997 261 960 Owned —
Beacon Falls. CT 06403 .

49 Pershing Drive ... 2003 68 1.950  Leased 2013(1)
Derby. CT 06418

249 WeST SIIET (2) ..o oot e emee e 2002 2322 9.500 Owaed —
Seymour. CT 06483

504 Bridgeport AVENUC. ..o 2004 393 3.000 Leased 2020(3)
Shelton. CT 06484

1699 Highland Avenue. ... 2006 18 2.000 Leased 2016(4)
Cheshire. CT 06410

450 Heritage Road. Suite 3C ... 2008 75 3.000 Leased 2018(5)
Southbury. CT 06488

1570 Southford Road (6) ..o v 2006 1.709 4823 OQuwned —
Southbury. CT 06488

1030 Hamilton Avenue..... 2006 4 1.239 Leased 201 (%)
Waterbury. CT 06706

Other Properties:

1007 New Haven Road.......cocvviininvinccnininniiinn 1974 96 1,725 Leased 2014(8)
Naugatuck, €T 06770

133 South Main Smweet (9) ..o 2003 159 N/‘A  Owned —

Beacon Falls, CT 06403

(1) We have an opiion to renew this lease for three addinonal five-year periods.

(2) This branch occupies 3.500 square feet of this building aud 1465 square feet is utilized as a training facility for Naugack
Valley Savings aud Loan. The building also includes 4.535 square feet of rentable space which is cusrently leased until 2013
The renant has an oprion 1o renew this lease for three addirional five year perods.

(3)  We have an oprion 10 renew this lease for five additional five-year periods.

(4)  We have an option to renew this lease for two additional five-year periods.

(5)  We have an option to renew this lease for rwo additional five-year periods.

(6)  This branch occupies 3.383 square feet of this building. The building also inclndes 1.430 square feet of space that is currently in
the process of beng converted into office space [o llouse our expandiug secoudary niarket operaiions.

(7)  We have an option to renew this lease for four additional five-year periods.

¢8) Fonner branch sitc. We have an option to renew this lease for two addirional ten-year periads. This property bias been sublet
under a sublease that expires in 2015.

(9)  This property is designarted for firure parking. addirional access and possible furure expansions of our Beacon Falls branch.
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Exhibit H-2
Historical Interest Rates(1)

Prime 90 Day One Year 10 Year

Year/Qtr. Ended Rate T-Bitt T-8il T-Bond
2000: Quarter 1 9.00% 5.88% 6.28% 6.03%
Quarter 2 9.50% 5.88% 6.08% 6.03%
Quarter 3 9.50% 6.23% 6.07% 5.80%
Quarter 4 9.50% 5.89% 5.32% 5.12%

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

2002: Quarter 1 4.75% 1.79% 2.70% 5.42%
Quarter 2 4.75% 1.70% 2.06% 4.86%
Quarter 3 4.75% 1.57% 1.563% 3.63%
Quarter 4 4.25% 1.22% 1.32% 3.83%

2003: Quarter 1 4.25% 1.14% 1.19% 3.83%
Quarter 2 4.00% 0.90% 1.09% 3.54%
Quarter 3 4.00% 0.95% 1.15% 3.96%
Quarter 4 4.00% 0.95% 1.26% 4.27%

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

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

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

2007: Quarter 1 8.25% 5.04% 4.90% 4.65%
Quarter 2 8.25% 4.82% 4.91% 5.03%
Quarter 3 7.75% 3.82% 4.05% 4.59%
Quarter 4 7.25% 3.36% 3.34% 3.91%

2008: Quarter 1 5.25% 1.38% 1.55% 3.45%
Quarter 2 5.00% 1.90% 2.36% 3.99%
Quarter 3 5.00% 0.92% 1.78% 3.85%
Quarter 4 3.25% 0.11% 0.37% 2.25%

2009: Quarter 1 3.25% 0.21% 0.57% 2.711%
Quarter 2 3.25% 0.19% 0.56% 3.53%
Quarter 3 3.25% 0.14% 0.40% 3.31%
Quarter 4 3.25% 0.06% 0.47% 3.85%

2010: Quarter 1 3.25% 0.16% 0.41% 3.84%
Quarter 2 3.25% 0.18% 0.32% 2.97%
Quarter 3 3.25% 0.18% 0.32% 2.97%
Quarter 4 3.25% 0.12% 0.29% 3.30%

As of Feb. 4, 2011 3.25% 0.15% 0.31% 3.46%

(1) End of period data.

Sources: Federal Reserve and The Wall Street Journal.
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Bxhibic X12-1
Charscteristice of Pudblicly-Traded Thrifts
Pabruary 4, 3011

Primacy Operating Total riscal Coav. S8tock Market
Ticker zipgancial Iastitution - Exchg. Market Strat(l) Asseta(2) Offices Year bDate_  Price Value
K1) [T} ($il)
Californis Companies
»ors Bofi Molding, Inc. Of CA () MASDAQ San Diego, CA Thrift 1,661 1 06-30 03/05 15.41 1s5e
PROV  Provideat Pin. Moldings of CA (3) MASDAQ Riveraide, CA n.3. 1,388 M 06-30 06/96 7.6 ’”0
KPPG  Kaiser Pederal Fin Group of CA (3) MABDAQ Covina, CA Thrife 930 ? s 06-30 11/10 12.45 119
PPTR Piret PacTrust Bancorp of CA (3 MASDAQ Thrift 863 8 k] 13-33 08/02 13.7% 38
3Y?PC  Broadway Pinancial Corp. of CA (3) MASDAQ Thrift s09 8 s 12-31 01/9¢ .1 L}
Florida Compacies
XU BankUnited, Inc. (1) wYSR Thrilt 231,151 8 ° l 28.36 3,637
X BankAtlantic Bancorp Inc of FL ()) NYss YortLauderdalerl N.B3. 4,529 8 101 12-3 11/03 1.13 n
PCFL  Piret Community Bk Corp of PL (3) MASDAQ Pinellas Park FL  Thrixe 506 8 1 12-3 05703 1.1 €
Mid-Atlancic Compenies
KCBK Hudson City Bancorp, Iac Of NI (1) NASDAQ Paramus, NJ Thrift 61,168 138 12-31 06/05 11.14 5.860
Mew York Community Bcrp of NY (3) nYSR Westbury, MY Thrifc 41,704 8 281 12-31 131/93 18.39 8,012
Astoria Pinancial Corp. of NY (3) nNYSE Lake Success, NY Thrift 18,09¢ [ }] 12-31 11/93  1d.72 1,447
Invaators Bcrp MEC of NJ(43.0) NASDAQ Short Mille, NJ Thrift 9,951 8 a3 06-30 10/08 13.33 1,504
Northwest Bancsbares Inc ©f PA (1) NASDAQ Marren, PA Thrift 8.149 im 06-39 12/09 12.00 1.324
Providant Fin. Sarv. Inc of NI (3) WeSR Jersey City, ®J Tarift 83 12-33 61/03 14.71 (1}
Beneficial Mut MHC of PA(4)1.7) MASDAQ Philadelpdi PA Thrift [$3 12-31 07/07 s.70 714
Plushing Pin. Corp. of NY (3) MASDAQ lLake Succe: Tarift 18 12-31  13/95 14.41 45¢
D1 Community Bancshars of NY (1) MASDAQ Brocklyn, MY Thrife as 13-32 06/96 135.%54¢ 539
TrustCo Bank Corp NY of NY (3} NASDAQ Gienville, NY Thrift 133 12-21 / 5.98 461
w8Ps Pismascial Corp. of DE (3) WASDAQ wiimiegton, DE Div. e 12-1 11/86 45.1S 3es
Provident WY Sacrp, Ine. of NY (3) MASDAQ Mopteballo. NY Thrift 7 09-30 01/04 9.29 ss
Kearay Pia Cp MC of My (25.1) NASDAQ Pairtield, NJ Thrift 40 06-30 02/08 .04 614
Oritani Pinspcial Corp of NJ (3) MASDAQ Twuship of WA NJ Thrift 23 06-30 06/10 12.38 €96
OcesoPiret Pis. Corp of NI (3} NASDAQ Toms Aiver. %J Thrift 2 12-31 07/36 13.83 280
Northfield Bcp MHC of NY(43.4) NASDAQ Avenel, XY Thrift 19 12-31 11/0? 13.03 567
B8P Pinancial Corp. of PA (3) RASDAQ Bliwood City, PA  Thrift 24 12-311 06/%0 13.8mS 167
Roma ?in Corp MHC of NI (26.2) NASDAQ Robdinsgville, MJ  Thrift 27 12-31 07/06 10.44 320
Parkvale Pinancial Coxp of PA (J) MASDAQ Monroeville, PA Tharift 47 06-390 Q7/87 11,34 €3
Abingtos Bancorp, Iac. of PA (I) MASDAQ Jeokintown, PA Thrift 20 12-31  06/07 252
Clifton $vg Bp MHC of NJI(35.8) MASDAQ Clifton, MY Thrife 12 03-31 031/04 11.07 310
Pax Chase Bancorp. Inc. of PA (3) NASDAQ Matbora, PA Thrift 11 12-11 e6/10 12.7¢ 186
BSSA Bancorp, Inc. of PA (3) MASDAQ Stroudaburg, PA Thrift 1s 09.30Q 04707 12.43 163
Beacon Pedaral Bancorp of NY (1) NASDAQ Bast Syrscuse NY Thrift 1.059 8 [ ] 12-31 10/07 13.00 [ 2}
Cape Bancorp. Inc. of NJ (3) MASDAQ Cape My Ct R Tarift 1.05¢ 5 17 12-31 o02/08 10.00 13
Severn Bancorp, Inc. of MD (3) NASDAQ Annapolis, MO Tarift 976 8 4 13-31 / 4.9 50
Harleysville Svge Pin Cp of PA (3} NASDAQ Harleysville, PA Thrift 57 8 L 09-30 08/87 15.83 p1)
Ocaan Shore Eolding Co. of XJ (3) NASDAQ Ocean City, XJ Thrift 838 8 10 12-31 12/09 12.04 L1}
Carver Bancorp, Inc. of MY (3) NASDAQ Mew York, NY Thrift 5% 8 k] 03-31 10/%4 2.04 5
Xalvern Ped BaAcp MRC PA(44.6) RASDAQ Pacli, PA Thrift 731 8 s 09-30 05/08 0.19 50
Pidelity Bancorp. Xoc. of PA (3) MASDAQ Pitteburgh, PA Thrift €97 8 13 09-30 as/80 s.00 28
TF Pin. Corp. Of Newtown PA (3) NASDAQ Wewtowsn, PA Thrift €92 14 12-3 07/94 22.59 €7
Oneida Pinancial Corp. of MY (3) MNABDAQ Oneida, NY Tarift 649 8 1 13- 07/18 8.5% €1
BCHB Bascorp, Inc. of M (3) MASDAQ Baltimore, WO Tarife €21 8 1s 09-30 04/08 12.02 as
Colonisl Financial Serv. of NJ ()) NASDAQ Bridgeton, MJ Thritt 591 8 s 12-31 ©7/10  11.7% 53
Magyar Bancorp MHC of NJ(44.7) MASDAQ M Brunewick, NJ Thrift sie 8 ¢ 09-3¢ 01/06 4.29 as
Greea Co Bcxp MRC of NY (44.1) RABDAQ Catekill, NY Tarift $31 1e 0§-30 13/9¢ 17.3 72
Prudentiel Bucp MHC PA (25.3) NASDAQ Philadelphia, PA Tarift 529 8 7 09-30 03/08 6.53 66
Brooklyn Ped JHC of MY (20.2) NASDAQ Brooklyn. MY Thrift 534 37 5 09-30 04/05 0.05 i1
Blmire Svge Bank, PS2 of MY ()) KASDAQ Slmira. ¥Y Thrift 503 8 1 12-31 03/88 17.7$ s
NEC?  NE Comm Bacrp MRC of NY (44.6) MASDAQ White Plains, XY Thrift s00 8 k] 13-31 07/0% €.20 "0
Lsax Laxe Snore 3ap MMC of NY(19.4) NASDAQ Duokirk, »Y Thrife 476 8 10 12-31 04/06 s.9%¢ s
ALLAD Alliance Sancorp. Inc. of PA (3) MASDAQ Broosall, PA Thrift 469 9 L 12-31 01/11  11.00 (1}
ST  Standard Pinascial Corp. of PA ()) NASDAQ Monroaville, PA Thrift 424 ® 12 09-30  10/10 14.32 a9
PBNC  Pathfioder BC MIC of NY (36.1) RASDAQ Oswego, NY Thrift 406 8 14 12-1 13/9% a1 20



RP_FINANCIAL, LC.
rinsncial Servi Industry Coosultants
1100 North Glede Road, Suite 1100
Arlingtoa, Virginis 22301
(703) 528-1700 Exhibit III-1
Characteristice of Publicly-Traded Thrifte
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Primary Operating Total Piscsl Coanv. Stock Aarket

Ticker Pinapcisl Institution Exchg. Market Strat (1) Assets(2) Otfic r Date Price Value
(suil) %) Kyl

Kid-Atlantic Companies (continued)
s WS3 Moldings. Inc. of Bowie MD ()) MASDAQ Rowie, MD Thrife 386 8 s 13-31 o8/0e 3.27 26
O3AF OBA FYinancial Serv. Inc of M0 (3) MASDAQ Germantown, XD Thrift 366 3 s 06-10 01/10 13.99 (13
uSBP MSB Pla Corp MHC of NI (40.3) NASDAQ Millingtoam, MJ Tarift i8¢ 8 b 06-30 01/07 €.00 33
PPCO  PedPiret Yinancial Corp of PA (3)  MASDAQ Monassen, PA Thrift 345 3 s 12-31  09/10 14.00 4
20ME Rome Bancorp, Inc. of Bome WY (J)  MASDAQ Roma, MY Thrift 332 8 s 12-31  03/05 11.81 0
wre wvg Pinancial Corp. of PA (3) NASDAQ Pittsburgh, PA Tarife 3ie 8 € 06-30 11/93 .00 1
[~ C} 3 CM8 Sancorp lac of W Plaine NY (3) MNASDAQ White Plains, NY Thrift 247 8 L1 09-30 04/07 9.04 17
e Plagetar Bancorp., Inc. of M (3) NYSR Troy, I Thrifet 13,830 8 17¢ 13-21 04/97
TPSL TPS Pin Corp MUC of ON (26.4) MNASDAQ Cleveland, OH Thrift 11,070 § 3 09-30 04/07
cren Capitol Pederal Pin Inc. of K§ ()) XASDAQ . K8 Thritt 3.626 9 47 09-30 12/10
ABCW Anchor panCorp Wisconsin of WI (3) MNASDAQ Madison, WI .3, 3,004 8 55 03.31 01/92
L1 Bank Mutual Corp of WI (3) NASDAQ Milwaukes, WI Thrift 3.432 8 20 12-31 10/03
rPRcC Pirst Place rin. Corp. of O (1) MASDAQ Warren, OR Tarifc 3.183 J 47 06-30 01/99
ocrc United Community Pin. of OR (3) WASDAQ Youngatown, OR Thrift 2,318 8 3e 12.31 07/98
FORZ Piret Defiance Pin. Corp of OX ()) MASDAQ Defiance, ON Thrift 3,036 a3 12-3) 10/9%
sy Waterstone Pin MHC of WI(26.2) MASDAQ Wauwatosa, WI Thrift 1,096 8 10 12-31 10/08
BPIN Bankrinancial Corp. of IL (3) WASDAQ Burr Ridge, IL Tarife 1.570 8 21 12-31 06/0s
PULA Pulaski Fin Cp of Bt. lLouis WO (3) MASDAQ 8t. Louie, MO Tarife 1.467 12 0%-30 13/%8
XFS? WutualPiret Pin. Imc. of IN (3) MASDAQ Muncie, IN Thrift 1.440 8 33 13-31 12/9y
WASE MASE Fin, Inc. of Grandview MO (1) MASDAQ Crandview, MO Thrift 1.434 8 9 09-30 0s/05
RFYC HF Pinancial Corp. of 8D () MASDAQ Siocux Palls, 8D Thrife 1,260 8 33 06-30 04/92
wrac RopPed Sancorp. Imc. of XY (3) MASDAQ Hopkipsville, XY Thrife 1,121 8 1e 12-31 02/9¢
1Tz CF$ Bancorp. Inc of Munster IN (3) NASDAQ Munster, IN Thrift 1.12¢ 8 a2 12-31 07/%8
CASK Meta Financial Croup of IA (3} NASDAQ Stors Lake, IA Thrif" 1,030 & a3 49-3¢ 09/93
ooy Bl ricaocial, Iac. of M () MASDAQ Rochestaer, M Thrif: 207 § 1s 13-31 06/%4
PVPC  PVP Capital Corp. of Solea OR {J) MASDAQ Solon, OM a.%. a7 s is 06-230 13/92
(o104 Citisens Coma Bacorp Inc of WI (3) MNMASDAQ Zau Claire, ™I Tharif: 34 S 27 as-30 11/08
rCLY Pirat Clover Leaf Fin Cp of IL (3) MNASDAQ Bdwardsville, IL  Thri.: s79 8 4 12-01 07/06
TSPG  Yirst Sevings Pin. Grp. of IN (3]  MNASDAQ Clarkeville, I¥ Thrift 508 § 12 09-30 12/08 1s.1¢ 4
TUCRA United Coam Bacp MNC IM (40.7) MASDAQ Lawrenceburg, IX Thrife 499 8 s 06-30 03/06 7.99 €3
rrrFo North Central Sancshares of IA (3) KNASDAQ Port Dodgae. 1A Thrift 45¢ 9 i1 i2-3 03/9¢ 16.20 22
PCAP riret Capital, Iac. of IN (3) MASDAQ Corydon, IN Thrift 457 s 13 12-21 01/9% 15.5S 41
LPE3 LaPorte Sancrp MMC of IN(45.0) MASDAQ La Porte. IN Thrife 443 8 e 12-112 10/07 s.60 44
WAYN Wayne Savings Bancsebares of OR (3) NRASDAQ Wooster, OR Thrift 410 11 03-31 01/03 9.50 23
P20 54 LS8 Pin. Corp. of Lafayetta IN (3) MASDAQ Lafayette. IN Thrdift 388 8 3 12-3 02793 16.34 as
RIVR Liver Valley Bancorp of IN (1) MASDAQ Madison, IX Thzifr Je2 s 10 12-31 12/96 15.38 24
CHEV Cheviot Pin Cp MRC of ON(34.S) NASDAQ Cincianati, Ok Thrife is1 8 € 12-31 91/04 0.635 17
WBXC Wolvarise Sancorp. Iac. of WX (3) MASDAQ Nidland, NI Thrife 32e P H 12-31 01/11 13.00 EE]
JX88  Jacksonville Bancorp In¢ of IL (3) MABDAQ Jacksonville, 1L  Thrift 304 8 7 13- 97/10 12.90 23
Crex Central Pederal Corp. of OH (1) MASDAQ Pairlawn, OH Tarift 207 8 4 12-1 12/9% 1.e7 L]
FPE3  Piret Pranklip Corp. of OM (3) NASDAQ Cincinnati, OXN Thrife 29s 8 L] 11-31 01/88 14.35 2
xrrs KY Pet FPed Bp MHC of XY (39.3) MASDAQ Masard, KY Thrige 236 s 4 06-30 ¢3/08 .39 73
N Piret Ped of N. Michigan of MI (3) NASDAQ Alpena, MI Thrift 226 8 . 12-31 04/08 3.0 111
PPYD  Park Bancorp of Chicago IL (1) MASDAQ Chicago, IL Thrift 215 8 S 12-31 oa/9¢ 3.93 s
7RSI Pirst Bancshares. Inc. of MO (3) MASDAQ Mntn Crove, MO Thrift 215 8 1 06-30 11/9) €.95 11
reor PPD Tinancial Corp of Dovar OF (3) NASDAQ Dover, OK Thrift 206 § 5 06-230 04/96 14.95 15
New England Compani
PBCT Peoples Uaited Pipancial of CT (3} MNASDAQ Bridgeport, CT Div. 25,039 340 12-31 04/07 4,737
NAL NewAlliance Bancehares of CT () wess Mew Naven, CT Thrife 9,020 e 12-31 04/04 1.634
AMLB Berkshire Rills Bancorp of MA (3) MASDAQ Pittefield, WA Thrift 2,881 44 12-31 06/00 307
DNBK Danvers Bascorp. Inc. of MA (3) NASDAQ Danvers., MA Thrife 2.08) 2e 1-31 01/08 452
BRKL Srookline Sancorp, Iac. of MA (1) MASDAQ Brookline, A Thrift 2,738 20 12-30 07/02 663
£833 Meridian Fu Serv MHC MA (41.4) MASDAQ Baat Boston, MA Thrift 1,936 s 12-3 o01/00 84
RCKA  Rockville Pin MHC of CT (4).)) NASDAQ Vvrm Rockville CT Thrift 1,640 S 22 12-11 0s/05 207
UBNR  United Pinancial Bocrp of MA (1) MABDAQ W Springfield MA  Thrift 1,585 24 12-31 12/07 4
wrp Westf4ield Pin. Inc. of WA (3) NASDAQ Westfield, MA Thrite 1.240 11 12-31 01707 24
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Primary Operating Total riscal Coav Stock Market

Ticker Fipanciel Isstitution Bxchg. Market Strat(l) Assets(2) Offices Year Date Price Valus
($:dl) 3) (suil)

MNew Bugland Companies (contisnued)
Rirs Ringhea Iast. for Sav. of MA (J) NASDAQ Hingham, MA Thrift 1.01e 10 12-31 12/8 49.09 106
NKT3  NM TBrift Bancshares of MM (3) NASDAQ Mewport, N Thrife 995 a7 12-33 05/86 1).2% 1”7
LRaC Legacy Bancorp, Iac. of MA (3) MASDAQ Pittafield. A Torife %72 s 20 13-31 10/08  13.10 113
SIPID 81 Pinancial Group, Inc. of CT (3) MNASDAQ Willimanmtic, CT Torife 936 » a 12-33 01/11 9.28 "
NVSL  Naug Vily Fin MIC of CT (40.4) MASDAQ Naugatuck, CT Tharift 581 8§ 10 12-31 10/04 4.9 €
CBNX  Chicopee Bancorp, Inc. of MA (3) MASDAQ Chicopees. MA Thrift 574 & 12-3%  07/06 13,93 (1]
FBANX Hempden Bascorp, lac. of MA (3) NASDAQ Springfield, A Thrife 574 8 9’ 06-30 01/07 12.50 [
PBOP Peoples Ped Rancebrs Iac of Mh (3) MNASDAQ Brightoo. WA Tarift S46 8 € 09-30 07/10 14.00 100
CRAK Central Bncrp of Somerville MA (3) MASDAQ Scmerville., MA Tarift 526 8 11 ©3-33 10/06 1¢.97 28
PSR P88 Hldge loc WC of CT (42.9) MASDAQ Putoam, CT Thrife 481 [ ] 06-30 10/04 5.55 36
NPER Newport Bascorp, Inc. of RI (3) MASDAG Newport, RI Tarift 450 14 12-3% 07/06 13.60 47
HPLR Mayflower Bancorp. Inc. of MA (J) MASDAQ Middledboro. MA Thrife 249 8 . 04-30 12/m7 0.9% 19
WPSL  Wasbington Pederal, Inc. of WA (3) MNASDAQ Seattle, WA Tarife 13,406 8 163 0%-30 11/€2 17.35 1,971
rexe Pirst Pin MW, Iac of Renton WA (3) WNASDAQ Ranton, WA Thrift 1,194 1 12-33 10/07 $.11 ”*%
RVES  Riverview Bancorp, Inc. of WA (3) RASDAQ Vancouver, WA Thrife a3 17 03-31  10/97 3.1 10
TSAK Timberland Bancorp, Inc. of WA (3) MASDAG Hoquiam, WA Thrift 722 22 09-30 01/9¢ 4.76 34
ANC3 Anchor Bascorp of Aberdean, WA (3) NASDAQ Aberdeen. WA Thrife S4e4 P 1s 06-30 01/11 10.03 26
rrca Pirst Pip. Noldings Inc. of 8C (1) MNASDAGQ Charlaston. $C Thrife 3,30 €7 09-30 11/93 10.22 169
SUPR  Superiocr Bancorp of AL (3} NASDAQ BMirmingham. AL Thrife 1,167 8 €s 12.31 13/9% 0.6 s
CHPN  Chartaer Pin Corp MNC GA (4%.0) NASDAQ West Point, GA Thrift 1,188 35 17 09-30 09/10 3.9%0 188
csac Citizens South Bnkg Corp of MC (1) NASDAQ Gastonias. MC Thrige 1.064 an 12-31 10/02 4.66 54
ACPCD Atleatic Coast Fis. Corp of QA (3} NASDAQ Waycrass. GA Thrift 907 P 12 12-11 02/11 10.0% 36
TSH Tache Klding Cp of M Iberis LA (3) AxEX New Iberia, LA Torife 762 8 1s 09-30 04/95 15.97 75
HBOS Heritage ?in Group, Inc of GA (3) MASDAQ Albany, GA Tarife 713 P 16 12-31 11/10 11.6s 102
ncy Hose Bancorp Inc. Lafayette LA (3) MASDAQ Lafayetts. LA Thrift 700 18 12-31 10/08 14.23 116
JYSI  Jefferson Bancebaree Inc of T (3) MNASDAQ Morristown, TN Thrift $4e 8 12 06-30 07/03 4.24 20
FYBE  Piret Ped. Bancebares of AR (3) NASDAQ Xarrisem, AR Thrift €32 8 18 12-33 0%/9%¢ 2.17 i1
crrc Cosmusnity Pin. Corp. of VA () MNASDAQ Stauntom, VA Thrife 538 § 11 03-31 03/88 3.53 is
OPSD  Oconee Ped Pn Cp MHC SC (35,0) MASDAQ Sensca, 3C Thrift 362 » 5 0§-30 ©€1/11 12.09 77
PARK Pirst Advantage Bancorp of TN (3) KASDAQ Clarksville, TN Thrift 343 8 5 12-0 11/07 13.24 54
LARC louisiena Bancorp, Inc. of LA (3) XASDAQ Wetairie. LA Thrift 322 8 3 12-33 07/07 14.75 54
Arcs Athens Bancshares, Ioc. of TN (3) MASDAQ Athane, TN Thrife 206 8 ? 12-33 01/10 13.17 37
GSLA G8 Pinancial Corp. of LA (1) NASDAQ Metairie. LA Thrife 264 ] 12-1 04/97 10.80 1¢
HYBL Home Fedsral Bancorp Inc of LA (1) MASDAQ Shraveport, LA Thrife 211 s 06-30 12710 12.718 3

Scuth-West Companies

vPre ViewPoint Pisancal Group of TX (3} MASDAQ Plano, TX Thrife 2,986 § 24 12-33 a7/10 212.75 444
casc OmniAaericas Bancorp Inc of TX (3} NASDAQ Port Worth, TX Thrift 1,136 3 16 2.3 01/10 14.76 176
8pBC SP Bancorp. Inc. of Plano, TX (3} NASDAQ Plano., TX Thrife 235 L 12-31 11710 9.€5 a7
Western Companiss (Excl CA)

TRNK Territorial Baacorp, Inc of Wl (3) MASDAQ Momolulu, KI Tarizc 1,441 s 12-31 07/09 15.48 237
Hoxx Home Pedaral Bancorp Iac of XD (3) XASDAQ Nampa, ID Thrit 1,38 37 09-30 12/¢7 30.71 179
T Eagle Bancorp Montanta of NT (3} NASDAQ Helena, NT Thrit 333 ] 06-30 04/10 11.10 45

Other Areas

NOTRS: (1) Oparsting etrategies are; ThriftaTraditiogal Thrift, N.B.<Mortgage Ranker, X.X.=Reel Eatate Daveloper,
Div.aDiversified, and Ret.sRetail Besking.
€2) Moet recest quarter and availadle (ReRetimated, and PePro Forma)
Source:s SNL Pinancisl, LC.

Date of Last Updete: 02/04/11
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Peer Group Market Area Comparative Analysis




Institution

Mayflower Co-Op, Bank of MA
Newport Bancorp, Inc. of Rl
Central Bancorp of Somerville MA
Chicopee Bancorp, Inc. of MA
Hampden Bancorp, Inc of MA

NH Thrift Bancshares of NH
Westfield Fin. Inc. of MA

United Financial Bnerp of MA

TF Financial Corp of Newtown PA
Ocean Shore Holding Co. of NJ

Naugatuck Valley Financial Corp.

Headquarters

County

Plymouth
Newport
Middlesex
Hampden
Hampden
Sullivan
Hampden
Hampden
Bucks
Atlantic

Averages:
Medians:

New Haven

Exhibit 111-2
Naugatuck Valley Financial Corporation

Peer Group Market Area Comparative Analysis

Estimated
Population
2000 2010
(000) (000)
473 500
85 81
1,465 1,502
456 464
456 464
40 43
456 464
456 464
598 630
253 277
474 489
456 464
824 851

Projected
Population
2015
(000)

507
78
1,528
463
463
44
463
463
634
280

492
463

860

Estimated
2000-2010

% Change

5.84%
-5.74%
2.50%
1.63%
1.63%
6.40%
1.63%
1.63%
5.35%
9.62%

3.05%
2.06%

3.34%

Projected
2010-2015

% Change

1.40%
-3.13%
1.71%
-0.05%
-0.05%
1.24%
-0.05%
-0.05%
0.64%
1.27%

0.29%
0.29%

0.96%

(1) Total institution deposits in headquarters county as percent of total county deposits (banks and thrifts only).

Sources: SNL Financial

Per Capita
income

% State
Amount Average

32,609 94.63%
35,040 129.91%
43,401 125.95%
23,864 69.26%
23,864 69.26%
24,979 82.87%
23,864 69.26%
23,864 69.26%
36,526 137.39%
26,248 75.56%

$29,426 92.33%
$25,614 79.21%

$30,479 84.51%

6/30/10
Deposit Unemployment
Market Rate

Share(1) 12/31/2010

3.10% 8.5%
11.71% 10.9%
0.79% 6.4%

4.64% 10.2%
5.52% 10.2%
28.99% 5.0%
8.79% 10.2%
11.77% 10.2%
1.61% 7.1%
7.20% 12.5%

8.41% 9.12%
6.36% 10.20%

1.90% 9.6%
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R? PIMANCIAL, 1C.

7inancial Services Industry Coasultants
1100 Morth Glebe Road. Suite 1100
Arlington., Virginia 232011

€703) s1e-17¢0

Exbibit IV-1
Weekly Thrift Narket Line - Part One
Prices As Of Fabruary &, 1011

Current Per Share Pinavcisls

Market Capitalization Price Change Data Taogible
Shares Market S2 weex (1) A _Chaoge Prom Treiling 12 Mo. Book Sook
Price/ Outst- Capitel- Last Last 32 Wks MostReat 12 Mo. Core Valus/ vValue/ Assets/

Zinancial Tnetitution Share(l) anding ization(d) Righ tow we Meak Ago(2) YrEnd(2) BP8(3) XP8(3) _Sbare Shara(4) Share
%) (000) (3mid) (3} (53] s) ) Y) (Y] (s) k1) ) ) [EH

Market Averages. All Public Companies(no MNC)
All Public Companies(121) 11,68 32,437 361.4 13.62 8.62 11.22 9.52 0.06 ~0.08 14.37 13.40 144.34
NYSR Traded Companiaes(?) 13.17 217,050 3,3236.7 15.9%0 10.95 8.30 0.93 0.1 Q.28 9.42 T.01 101.84
ANEX Treded Companies(l} 33.97 2,078 4.7 37.32 26.01 35.94 3.27 3.42 3.46 36.34 34.5¢ 366.47
MASDAQ Listed OTC Companies(113) 11.37 22,274 282.0 13.27 €3 11.18 .00 0.01 -0.13 14.48 13.56¢ 144,65
Califorpia Companies($S) 10.34 7,438 8s.7 12.57 €.16 10.22 2.00 0.19 -0.46 13.7¢ 13.68 174.82
Plarida Compenies(l) 10.20 53,667 904.5 12.59 .87 0.74 -1.91 ~1.42 -1.%3 $.52 5.23 94.98
Mid-atlantic Companies(3?) 131.94 46,708 €3s.2 14.41 9.32 12.75 $.70 0.22 0.27 14.09 12.67 145.64
Mid-West Compasies(33) 0.96 130,944 142.0 11.63 €.62 a.7% 16.62 -0.10 -0.43 23.934 13.20 134.72
Mew Sngland Companies{l?) 15.95 37,313 488.5 16.70 11.38 15.62 3.60 0.00 c.78 15.99 14.15 144.35
Morth-Weet Cowpanies(s) 9.12 32,631 4139.2 9.07 6.26 7.93 15.74 c-0.49 -0.42 13.27 12.41 107.39
South-Bast Compan: 12.2% 5,001 6€0.1 14.7¢ 2.43 11.5¢ 6.9% -0.44 -0.59 16.07 16.47 149.79
Southi-Weat Companias(l) 12.3% 16,156 212.2 12.¢0 9.22 12.48 €.96¢ 0.2¢0 0.03 15.37 13.3¢ 105.5%7
Wedtern Cospanies (Excl CAj(3) 13.76 10,990 153.0 16.39 11.89 13.7s -4-13 0.43 .36 14.55 14.47 94.23
Tarift gtrategy(ils) 11.68 23,686 311.% 131.€0 8.7 11.19 €. 67 0.08 -0.04 14.54 13.50 1e43.99
Mostgage Banker Strategy(3) 31.53 21,887 €s.1 4.3 1.25 3.3 13.66 -1.18  -2.06 4.39 4.36  122.20
Resl Rstete Strategy(l) 1.90 25,670 4.8 2.99 1.61 1.95 4.40 -0.13  -0.30 3.20 3.20 32.60
Diversified Strategy(l) 29.17 141,828 2.560.% 3.8 19.33 N -5.34 0.3 0.64 as5.89 22.39 257.67
Cospanies Iesuing Dividends (74} 13.68 39,323  509.3 15.59  10.13  13.51 3.08 0.73 0.67 15.38  14.09 150.23
Companies Without Dividends(47) 8.55 129.3 10.53 7.62 17.09 -1.00 -1.2¢ 12.79 12.3 135.10
Equity/Assete <68(12) 3.312 {e.4087  123.4 $.47 1.3 31.70 -2.%0 -2.99 $.77 $.12 167.70
Rquity/Assets 6-12¢(60) 12.74 21,068 256.1 15.02 11.%4 7.3 0.44 0.18 is.67 14.92 i01.16
Bquity/Assets >12%(49) 12.18 35,000  349.9 13.42 12.04 ‘.82 0.22 6.23  14.61 13.40 91.69
Cooverted Last 3 Nthe (no MHC) (3} 11.37 23,617 283.8% 14.13 10.37 5.55 -0.80  -1.00 37.78 17.6S 129.87
Actively Traded Companies(4) 23.13 33,180 S67.6 26.00 3.1 3.13 1.28 1.3¢  21.93 20.45  27¢.63
Market Value Below $20 Million(17) §.04 3,540 1.7 e.481 £.00 21.3¢ -1.81 ~2.11 11.73 1.1 163.02
Holdiag Company S$tructure (116} 11.33 33,613 3736 13.26¢ 10.93 0.4 -0.03  -0.15 314.24 13.28 141.50
Asests Over $1 sillion(ss) 12.93 66,084  746.2 15.22 12.08 .03 0.42 0.31  13.2¢ 11.83 136.20
® $500 million-$1 Billion(36) 10.53  6.327 s3.6 12.22 10.14 9.66 -0.53  -0.70 14.43  13.62 162.08
Assets $250-$500 millioemi(22} 12.1% 3.2 36.0 13.33 1.9 21.37 0.32 0.21 17.01 16.63 139.75
Assets leas than $250 Killion(8) .77 1,920 16.6 10.20 .74 7.76 ~0.43  -0.65 14.40 14.36 132.30
Goodwill Compasnies(72) 11.94 29,044 503.1 la.le 11.24 9.% e.Q9 -g.01 34.38 12.73 148.04
Non-Gaodwill Compani 11.30 23,366 147.2 12.83 11.17 6.34 a.01 -0.18 14,41 1¢.42 137.24
Acquirors of PSLIC C 17.55 112,283 1,970.6 21.63 17.29 1.7 1.06 1.43  16.40  14.22 120.11

(1) Avarage of bigh/low or bid/aek price per shara.
(2) Or since offering price if converted or firat listed iz the past 52 waeks. Percent change figures arfe actual yeer-to-date and are Dot annualized

(3} EPFS (earniage per share) is based on actual treiling twelve month deta asd is Dot sbown on a pro forms basis.

{4) Excludes intasgibles (such as goodwill, value of core deposits, etc.).

(3) ROA (return on essets) and ROX (return on equity) are indicated ratics based on trailing twelve month common aernings and average COmmon eqQuity and assets balasces.
(§} Anpualized, based on last regular quarterly cash dividend anpouncesent .

(7) Iadicated dividend as & perceat of trailing twelve month earanings.

(§) Excluded from averagas due to actual or rumored acquisition activities or uanueual opersting chavacteristice.

{(3) Por MAC institutions, market value reflects share price multiplied by pudblic (Don-MHC) ebar

¢ Parentheses following market averages indicste the number of institutions included in the Taapective avaragas. All figures have been adjueted
tor atock splits, etock dividends, and secondary offerings.

Sourca: SNL Pinanciel., LC. and RP Pinancial, LC. celculations. The informetion provided in this table has been obtained from sources we believe are
feliadle. dut we canoot guarantes the accuracy or completeness of such information.

Copyright (c) 2010 Dy RP Pinancial, IC.



AP PIMANCIAL, LC.

7inancial Services Industry Coasultants
1100 Morth Glabe Road, Suite 110¢
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Exhibit IV-1 (continued)
Weekly Thrift Market Line - Psrt One
Prices As Of Pebruary ¢. 2011

Current Per Share Pinancisle

Market Capitalisation Price Change Dats Tangidble
Shares Market 52 Week (1) A Change Prom Trailing 12 Mo. Book Bock
Price/ Outet- Capitsl- Last Last 52 Wka MostReat 12 %o. Core Value/ vValue/ As
Pinanciel Isstitution Share(1) anding isation(s) High Low Mook Week _Ago(2) Yr¥nd(a) BPS()) _EPS()) _Share Share(4) share
% (000) (sail) ) %) [X}) [§Y] [{}) ) ) (82 %) ) [§3]
Market Averages. MHC Inetitutions
All Public Companies(27) 33,273 10.85 €.71 .65 4.30 0.23 0.19 7.680
NASDAQ Listed OTC Companies(27) 33,273 10.55 €.71 .65 4.30 0.23 0.19 7.68
Wid-Atlantic Companies(15) 28,720 10.99 6.9 0.69 -0.20 0.23 c.24 7.7
Kid-Wast Cowpaniesa(§) 61,440 9.60 5.08 7.9 0. 0.37 e.04 6.78
Mew England Cospanies(d) 12,010 9.325 5.52 0.59 4.7 0.34 0.36 7.43
South-Rest Companies(2) 12,510 11.68 .28 10.53 16.07 0.30 0.04 9.54
Thrift Strategy(27) 33,2713 10.5% €. 71 .65 4.30 0.23 0.1y 7.68
Companies Ispuing Dividends(17) 15,957 10.90 7.29 .23 5.02 0.27 0.21 7.03
Companies Without Dividends(10) 59,247 10.02 5.04 7.7 3.24 0.17 0.16 7.46
Bquity/Assetes §-12%(16) 18,371 10.06 6.36 .60 €.27 .33 0.25 7.80
EQuity/Aseets >128(11) 5,628 11.29 7.24 8.74 1.3¢ 0.05 0.10 7.50
Market Value Selow $20 Million(1l) 12,809 9.48 0.73 0.90 -3¢ 11 -1.00 -0.41 5.68
Holding Company Structure{23) 6.86 34,241 10.58 §.76 .74 4.14 0.23 0.18 7.7¢
Assats Over $1 Billion(il) 9.9¢ 79.682 11.9%¢ e.02 9.8¢ 1.2) 0.19 9.06 6.92
Assets $500 Million-$1 Nillienm(€) 7.70 7,660 10.66 5.57 7.64 2.12 0.15 0.25 8.06
Aspats 3250-$500 Million(®) [ P &] 6,778 e.87 6.04 s.08 9.15 0.34 0.28 8.4
Assats less than $350 Milliom(i) .39 7.746 12.4¢6 7.80 9.30 1.51 0.14 0.13 5.58
Goodwill Companies(16) .52 49,016 10.94 7.04 .37 8.03 0.27 c.20 7.30 68.29
Non-Goodwill Companies(1l) 7.6S 9,650 8.9s €.21 7.5 -1.29 0.1e 6.17 8.40 73.84
MHC Inetitutions(2?) 8.77 31,273 10.55 6€.73 .65 4.3¢0 0.23 0.19 7.60 70.50
WiC Converted Last 3 Nosths (1) 12.09 €.348 12.30 311.00 11.80 20.90 0.39 0.39 12.09 57.04

(1) Average of high/low or bid/ask price per share.

(2) Or since offaring price if coaverted or first listed in the past 52 weeks.

(3) EPS (earpings per share) is Dased on actual trailing twelve mopth dats and i{s not shown on a pro forma besis.

Percent change figures ars actual year-to-date asd are zot anpualiszed

(4) 2xcludes intaogibil (such goodwill, value of cora deposits, etc.).

(3) ROA (raturn om et} and ROE (return oo equity) are indicated ratios based on trailing twelve sonth commos earnings and average common #quity and assets dalances.
(6) Aaguslized, based on last regular quarterly cesh dividend acncuncemest.

(7) Indicated dividend as s parceant of trailing twelve month earaings.

(8) Excluded from averages due to actual or rusored acquisition activities or uausual operating characteristics.

(3) Por MAC inetitutiope, market value reflacts sbare price multiplied by public (non-MHC) shares.

Parentheses following market sverages indicate the number of instituticns included in the Tespactive sverages.

All figures have Deen adjusted
for stock splits., stock dividends, and secondary offerings.

Source: SNL Fimancial., LC. and AP PFinancial. IC. calculationa. The information provided in this table Bas bean obtsined from sources we delisve are
reliable, but we canqot guarantes the accuracy or completeness of such informaties.

Copyright (e) 2010 by AP Pinsncisl, LC.
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AP_FINANCIAL, IC.

rinancisl Sarvices Industry Consultants

1100 Morth Gleda Road, Suita 1100
Arlington, Virginia 22201
(703) 520-1700

Pinancial Institytion

Exhibit IV-1
¥WeeXly Thrift Market Line - Part Two
Pricas As Of Yebruary 4, 2011

Key Yioencial Ratios

Tang.

Rquity/ Bquity/

Aseats

™)

Narket Aversges. All Public Companies(no MiCs)

All Public Companies(121)

NYSE Treded Companies(7)

AMEX Traded Companies(l)

MASDAQ Listed OTC Companies(11l)
Californis Compasies(S)

rlorida Companias(l)

Mid-Atlantic Companies(3?7)
Nid-west Companies(33)

New gngland Companies(17)
North-West Compasni s)
Scuth-Bast Companies(15)
South-wast Companies(3)

Wastern Companies (Rxcl CA) (3}
Thrift §trategy(115)

Mortgage Banker Strategy(d)

Resl Estste Strategy(l)
Diversified Strategy(2)

Compani Issuing Dividends (74)
Compani without Dividends{(47)
Bquity/Assets «<6%(12)
Squity/Assets €-12%(60)
Equity/Asseta >120(49)

Converted Last 3 Mths (oo MC) (9)
Activaly Traded Companies(4)
Market Value Selow $20 illion(l?)
Molding Company Structure{1l¢}
Assets Over $1 3illion(ss)

Assats $3500 Million-§1 3illien(36)
Aseuts $2%0-3$500 Million(22)
Asssts less than $250 Killion(e)
Goodwill Companies(72)
Non-Goodwill Compani
Acquirors of PSLIC C

4y
(28]

{1) Average of high/low or bid/ask price per shars.
rted or first listed in the past 52 weeks.

{2) or a

ice offering price it co

11.40
.68
9.92

11,56
9.33
4.9

11.45
9.5%

13.01

12.57

13.33

14.73

15.40

11.5¢
3.86
.02

14.60

11.79
10.78
12.33
13,68

Assets

(L 1)

11.47
6.6¢
9.40

11.76¢

26.12
4.70

10.44
$.12

12.54

11.53

13.32

14.72

15.32

11.71
3.72
9.02

11.08

12.34

10.10
3.28
9.46

17.16

35.54
8.05
7.58

11.5%4

10.24

12.23

13.19

11.78

10.90

12.33

i1.58

—Asset Quality Ratios

Pricing Ratios

Dividend Data(€)

Reported Barmings Core Baruinge Resve/
ROA(S) _ROR(S) _ROI(S) ROA(S) _ROR(S) NPAS
) (1Y) [L}] Y] (3] LY}
0.47 4.54 41.61
.21 13.65 30.10
9.7 0.00 0.00
6.03 4.13 41.00
-1.22 7.9¢ 36.717
14.3¢ 12.3¢ 27.60
2.97 3.7 22.22
-3.87 4.35 40.49
3.99 1.78 43.10
~5.82 9.0y 1s.9
08.32 3.16 €9.63
.1 2.07 46.26
2.06 1.16€ 36.10
0.59 4.15 4l.44
-3.09 10.5¢6 36.27
-10.72 Q.00 0.00
2.28 1.3¢ 64.61
4.46 a.74 42.92
-7.39 5.91 40.862
-20.93 9.82 35.19
1.70¢ 4.25 32.9%6
1.91 .71 $4.44
2.88 2.758 45.97
4.44 .22 21.46
-12.85 €.50 33.18
¢.22 4.5¢4 41.61
3.20 5.12 36.19
-2.00 4.02 44,44
-0.42 3.8 $3.24
-4.66 3.30 29.02
0.77 4.16 44.70
-0.02 5.04 37.44
0.95 ¢.00 ¢.00

(3) EP8 (aarnings per ehare) is based on actusl) trailing twelve month dats and is pot ebown on a pro forma basis.

(4} Excludes intangibles (such as goodwill, value of core deposite. etc.).

(S} ROA (return oo assete) end ROE (return oo equity) are indicated ratios dased on trailing twelve month common earnings and aversge common squity and assets balancess R0I (return on investment)
ie curresnt 2PS divided dy curvent price.

(6) Annualized., based on last regqular quarterly cash dividend enncuncement.

€?) Indicsted dividend as w percesnt of trailing twslve month earnings.

(9) Excluded from averages due to actual or rumored acquisition activities or unusual operating characteristics.

¢ Parenthes

Source: SNL Pinaacial, IC. end RP Pinancial, IC.

following market averages indicate the number of institutions included in the respective averagas.
tor stock splits. stock dividends. and eecondary offerings.

calculations.

reliable, Dut we cannot guarantee the accurscy or completeness of such information.

Copyright (c) 2010 by RP Pinescial, LC.

Rasve/

loans

[X}]

2.40

1.82

1.77

1.6

Price/ Price/

81.32
132.19
0.8
78.31
72.3¢
124.61
$2.73
64.91
7.3
62,90
70.1)
84.64
93.02
81.00
98.17
$3.20
105.99
9¢.24
€7.1¢
£6.83
8¢.32
25,64
€9.62
97.00

107.01

Percent change figures are actual year-to-date and sre not ansualized

All figures have been edjusted

The information provided in this table has been cbtained froa scurces we balieve are

Y}

Price/
Tang.
Book

)

.64
173.61
104.08

0“.21

72.71
139.6¢
107.14

Price/
Core

Barninge

(x}

18.19
17.08
10.40
18.4)

17.21
17.9%0

Ind.
Div./
_Share

[t

0.22
0.33
1.42
0.20
0.13
0.00
0.28
0.1¢
0.31
0.0%
0.24
0.07
0.2¢
0.22
0.01
0.00
0.58
0.36
0.00
0.0S
0.26
0.21
0.1¢
0.40
0.10
0.21
0.27
¢.18
0.14
9.18
.26
0.16
¢.24

Divi-
dand

Yield

[§Y)

1.63
1.99
3.88
1.58
1.00
0.00
2.07
1.58
1.98
0.27
1.47
0.5
2.00
1.66
6.17
0.00
2’8
2.66
0.00
0.57
.77
1.67
1.34

c.es
1.63
2.08
1.23
1.42
1.14
1.9¢
1.12
1.37

Payout

Ratio(7)
(8}

29.45
42.93

18.01
23.61
34.70
23.46
23,94
2s.11
33.%0
22.16¢
32.64



RP PIMAMCIAL, LC.
Pivancial Services Industry Cogtsultants
1100 Morth Clebe Road, Suite 1100
Arlingtos, Virginia 22201
(703) $28-1700 Exhibit IV-1 (continued)
Weakly Thrift Market Line - Part Two
Prices Aa Of Pebruary ¢, 201}

Key Financial Ratios

Asset

Quality Ratios

BQuity/ lqulty/ Reported Sarninge Core Sarninge
fPioancisl Institution Assate_ As s ) _ROR(S) lOIsS lol(i) ROR(S)
) (\) (N} T )

Market Averages. M¥C Institutions
All Pubiic Cospanies (27} 13.04 12.32 0.2¢ 2.3 2.09 0.23 1.88
NASDAQ Listed OTC Companiee(27i 13.q4 12.32 a.13¢ 2.3 2.9 .33 1.98
Mid-Atlsotic Compapies(l$) 12.21 11.66 0.17 2.25 3.6) 0.26 2.74
Mid-west Companies(€) 15.35 14.07 0.31 1.72 1.08 0.08 -0.35
New Zngland Cospanies (4} 10.07 .38 0.45 4.10 1.46¢ o.48 4.49
South-Rast Companies(2) 16.31 16.11 0.51 3.16 2.67 0.09 ~4.66
Thrift strategy(1?) 13.04¢ 12.32 0.26 2.39 2.8 0.22 1.08
Companies Issuing Dividends (17} 13.46 2. 0.37 3.12 2.60 0.30 2.41
Companies Without Dividends (10} 12.39 11.74 .09 1.16 3.3¢ 6.13 0.9
BQuity/Assets €-124(1¢) .97 9.55 0.40 4.02 J.6¢ 0.27 3.68
Bquity/aseats >124(11) 17.64 16.42 0.0% -0.33 1.63 0.17 0.53
Market Value Below $20 Milliop(l) 11.9%6 13.96 -2.84 -17.20 Q.00 ~1.00 -6.81
lloldlnq Cowpany Structure(2S) 13.13 12.39 0.25 2.25 2.61 9.21 1.68
ts Over $1 Billion{ll) 13.02 12.1¢ ©.30 2.18 0.93 6.11 0.22
ts $500 sillion-$1 Billiont6) 9.9¢ 9.95 -0.07 1.44 4.92 0.20 3.08
e $250-$500 Million($) 13.88 13.29 0.42 3.39 3.97 0.34 2.86
less than $250 Million(l) 24.403 18.40 Q.46 1.87 1.49 0.42 1.74
0094-111 Compenies (16) 13.41 12.23 0.3¢ 3.03 2.73 Q.27 2.24
Non-Coodwill Companies{(1l) 12.47 12.47 0.31 1.3 3.18 0.17 1.27
MEC Ingtitutieasi(aT) 13.04 12.32 0.2¢ 2.3 2.88 0.23 1.08
MHC Converted Last ) Mopths(l) 21.30 21.20 o.¢e 0.c0 21.23 o.68 0.00

(1) Average of bigh/low or bid/ask price per shara.

(1) Or eince offering price if comverted or firet 1ieted ia the past 53 weeks. Percant change figures are

(1) RPS (earminge per shere) is based on actual trailing twelve month deta and is oot shown on & pro forma

(4) Excludes intangibles (such &s goodwill, value of core deposits, etc.).

{S) ROA {(returm on as
is current EXP§ divided by curreat price.

(6] Annualized. based oo laat regular questerly cash dividend anncuncesent.

(7) Iodicated dividend as a percent of trailing twelve month earminge.

NFAS

Asseta

(3]

S.48
5,48
€.34

1.58

1.58

actual
basise.

(9) Excluded from sverages dus to actual or rumored acquisition activities or unusual cperating characteristics.

¢ Parentha
for atock splits, stock dividends, asd sacondary offerings.

s following market averages indicate the number of inetitutions inciuded in the reaspective averages.

Resve/ Resvs/
NPAs Loans
) (L V)

33.9¢ 1.%52
33.9%¢ 1.32
33.72 1.66
35.9 1.72
0.00 1.06
17.20 1.0
33.9¢ 1.852
.71 1.40
31.7¢ 1.6¢
47.11 1.33
23.2¢ 1.90
a1.90 5.18
32.30 1.83
27.19 1.46
34.50 1.9¢6
38.77 1.10
0.00 0.00
40.23¢ 1.3¢
25.9%¢ 1.88
33.9%¢ 1.52
17.29 Q.36

year-to-date asd are oot anpualised

Pricing Ratios

Price/

Zarning
)

2).67
23.67
19.16
28.41
30.57
31.00
23.67
24,42
22.77
22.04
29.08

23.88
3.7
18.6S8
26.50

23.60
23.72
23.67
31.00

Prica/
Book
(1}

107.03
107.03
103.80
109.07
110.72
118.09
107.03
113.73

36.99
106.04
108.53

14.9¢
10€.69
132.21

.84

91.21
12¢.04

121.49% .

85.38
107.03
100.00

te) and ROE (return on equity! are indicated ratics based on trailing twelve month common esroings and average common equity and

All figuras have bdeen adjusted

Source; SNL Pinancisl, LC. and RP Pinancial. IC. calculations. The informaticn provided in thie table has beas obtaited from sources we Dalieve are

reliable, but we cannot guarsantes tbe accuracy or completeness of such information.

Copyright (c) 2010 by RP Pinancial, LC.

?rice/

Assets

)

Price/
Taag.

11¢.83
1482
110.51
120.94

100.00

Price/
Core

Barninge
(x)

Dividend Data(é)

Ind.
Div./

Sbare

4)

0.1¢
0.16
0.17
0.21
0.04
0.10
0.16
0.27
0.00
0.16¢
0.16
0.00
0.16
0.10
0.19
0.17
0.40
0.14
0.1y
0.16
0.00

Divi-
dend

Yield

(L}

1.67
1.67
1.69
2.49
0.44
1.01
1.67
2.79
0.00
1.60
1.79
0.00
1.62
c.98
1.65
2.10
4.26
1.56
1.8%
1.67
c.co

ats balatices; RO (return on investment)

Payout

Retiot?)

)

1s5.02

22.91
0.00



e or-o nx MLy b | 194 4 ™ ALl §9°0Z- 6S°0T- »0°T- T8y [ 1S 28 3O °JUT eBUTPION "TIA IIT4  xDda
e 00°0 e o " " nn o8°LZ- TT'»- e¥M TOJUBY jO 2UY ‘MM UYL ISITZ  wuid
xe 000 e nx 0T SE PLOST nw o [1 28 £ «{0)¥Y 3O POIVANOUVE "DOS INIFZ  yedd
b 00°0 o L re 56°S LETTZ- 8¥°OT- G0°T- «IX 30 OATTOTK ‘R JO DR ISITA Yo2d
00°0 000 e ™ AL €L°S s Q"0 RO 30 dio) “ufd »JUVYIJeq Ieayy
e on°o ne 60°ST Lo It RN m L[ B 24 #14 30 430D xg A3yonwmod I8ITL
e "o n *TSE [ 1281 €E°E ¥z "o W11 30 @) UTE FIeY INAOTD IeITL
vy o S6°0T N Ts'L 069 teto eI 30 ‘JUT ‘TIFded 03T
m 000 o N NI~ Ly~ T80~ «OM JO "JUI ‘sezwqidUvg INITQ
e 0T o0 N (2284 "'t (298 ¢ €Z°0 oL 30 4300URE SSeIWAPY IR
9€°9¢ [ 10 ] w 14284 o%°T 6070 o¥d 3o ‘duy ‘diodueq A3F{aPTaA
€€ CE Yo ™ s°z (1584 teco s¥d 30 d10D TYIIUWUTZ I0ITIDEL
*TLS (134 w 96°L £9°y a8 0 »RO I%a0g jo di0) IWIDUWSIZ Qdd
(13814 w TEET  SL'e [ *AN JO WSZ ‘YUWQ 0BA wiywYg
b A 38 17 ez'o 2T° T §5°S (198 aL'o »IN jo ®30w3yoN diodUwg BTBeg
95°SS oL o ™ 06’2 Lz LA} ¥4 3O ‘JRI ‘AI0duUvH ¥EEX
"w-ee (13} w 08¢ LL 390 »¥d 30 430D TYEOUWETE ®SX
L3°9 %0 w Tt fT Y o't sAX 30 saeusoTYg AITOnEmo) PETQ
[ 284 )4 o w €. €Ty L0 «{8)VN 3O ‘dUI ‘dicoUNy sIATR]
L1 °0'0 09’y 1128 24 £ 3944 A '] s¥A 3O "d30od ‘uyd A3yuhmmo)
00°0 co°o L 1 4 0L L §9°0 0N JO °AZSg TVIDUWGT4 TVYTOYOD
ne e AL [ 138 4 Sty "o Y(e SEICKR JO 01 dg Bag ©OIIFLD
30y -0 ™ L2238 24 e o I 30 d30) BYUE JINOS BURETITD
b4 000 (320 4 TE"SZ- €T 1 +IN 3O Juz dI00UY WEOD SUPEFITO
08 0 00°0 w 570 60°0 ¥R 3o ‘dur ‘diooueg 29dOOTRD
ne "o w ss'e -0 (X284 1970 (S 8C)BO 30 JMM 4D SYZ JoTASRD
e oz o w 99~ 0870~ (498 4 ¥°o (0°6%) O D¢ d30) 9%2 3e3TWYH
| [ T3] ey [{ S { TS Y 38 we "z sHO 3o -d10) TRIeped (VIITRS
[ {3824 or'o TT'E [ Ao 2 {48 ] 106 ™o S¥N BITIAI®NOS Jo drdug YvIiT®)
e 00°0 €67 0T (2303 S £ 2 44 N TyE- AN 30 ‘Jul ‘dIooTeqg ISAIWD
[ 2qd 1] o o L 18] L 298 4 wo {2 284 "o 5% JO “OMI u¥g Iviepes tolyded
00°0 06" 0 $T°s s0°sS 190 13 4 0 oDH 3o *501 'dIovuey wdwd
(1} 00°0 (148 4 9°wT- 910 00" 870 sAN SUTWTI4 A 3o O Axodues @D
Is°s ¥o°o Al sy [3 24 ¥ L (4 28] NI 3938UTNt jo dul ‘d30oUVE §4D
e 800 06T [4 04 B [-1 38 &4 e ¥ z- (Z2°0T) AX Jo D1 peg wAyxocoxg
L {98 7% »e'o ™ 14 28 T [ 388 4 e «WOL JO "JUL ‘dlodung STIYXCAIY
e 000 MW TT TET0ZT- T°T- e 60~ s¥D 3o -dzop IPFUYEIZ Awapeoay
00°0 Q00 w (23844 10°T (32844 [ 128 4 «¥D 30 2T ‘BUTDIOM V3OF
Te°sy "o w §3°C 150 [ 198 2 05°0 LY e oWt 39 dI00UWE STTTA SITUINISE
nx 000 ™ €970~ 60°0-~ ¥€-0- s$0°0- I {L°ED)¥d JO DRM InN IVIDIjeusy
[ 38 14 oto AL 8% e o Se°s o STL°OT AN Jo d100Uwg 1vawpeg DOdwRY
e [ 10 6T’y 8070~ t0°0- TZ7 0~ €0°0- (198 14 *1I 3O ~&30D (vTdTRUIIATNE
nN T o ™ e o€ 0~ (1 284 o »6°IT oIR Jo &xo) TenINY WUy
oo'o 0o w L 298 4 IT°e 1240 % oz'o 1z°e oM J° -oUl ‘dioduve ESIE
e 00°0 tL°s " sy - nx g0z~ e »¥D 3o d20) “uld IPWOd DTIVEIIV
e az°o At wm 690 £1'0 It°o $9°LY oKl 3O °JUI ‘seIvgeOURE STBQIY
b 00" 0 w wx L TT70- I o~ L 208 44 YN ‘TOespIeqy 3o dioouwe JOyIUY
et 00°0 €9°9C L LAY N [ Y20 44 e §0°T- €870 »IN O TYsUOOsTA G307UVE 20QOUY
x [ {344 it e ™ w 8T ttto 160 Tt o TP LT s¥d 30 -Dur -dicouwg DTEFTIV QWITY
2 a0 1] T6°T 70 ez stTot [ 400 4 09°€ 1%°0 L4 M 4 I8°0 00°eY e(8)vd 3o ‘dur ‘dicouve woIBTIQY  DEEY
ss1oedNo) OI0 peIsTT TR
(4204 4 §6°¢F T 0%°0T B0°Y0T I8°6 ¥N AL ¥°0 I8¢ L8°€ f€°'0 86 Ts°6 oVI ¥YIBGI N 30 &) BUTDIH eqORL WL
VoToeaN0) PAPYIL XNV
b Aol 31 "o stroL EC°SST  00°€T w w e’y "o E0°§ €6y $9°0 (4 28 ) [ 12444 LM JO DUT "AIBE ‘UTJ ITEPTACIL sid
16°08 8o w-ee €9°08T oOT'NT AL ALY §6°y "0w-o £s°¢€ Le°c 0 89701 19T #(8)1D JO SBIBYRIOTY IVTRTITYRER T~
ne 0T r0°CT ST 69T TZ'ET w N [ 1344 €S’y $9°s €501 ”n"1 L3102 eAr Jo 4308 AITUNWWOD YIOK ASK wx
m bo°o nN *ToTIT 09°9 w AL ne e 90°LT- ZT eT- 00" 1- 8's *IN 3o 'd8r ‘droduwy 1w3IsbeTd oud
0o°o 00°0 (3984 220 1 0 % 4 ™ \LS ENT 09T " 1S ey Ty'T $9°01 112041 »°281 ‘pPeITTAYTER oxs
e 0o°o o LETPT 95°Y 0x'o€ SP°EY L 128 A4 ne e e~ 0T W *1d 30 duy dz0ouwg SyIVETIVNTEG xue
€L 69 1430 4 s o (1224 $0°5CT 00°9 w A1 LEto Lo*§ 0s°S 8E°O 06°s [X % AN 3o ‘d10) [*IdUWLYZL I0ISY &N
S PSPWIL ISIN
(8) () () (x) ™) (%) (8 (X) (43 (1) 1 (1Y) tN) ) [\ . i)
(AL T TR T oBaTuaeg “WooW  sIsseV  Xook  Bujuavx ovoq Wan T67%0u__(S)vou_ ($Y10% _ (S)EO¥__(5)YOR ~#3masv w39ssv BoTIRITICET [9FOTVETA
anohwyg poRp /°a1Q 2303 - Boey, /93124 /#dy2d [edT3¢ /sanon #BuTdien #30) (37 7A3yndg fA3yndg
~yATQ "pux /2134 /%072l - Buwy
$o73vu Bujojad 073y AIF(¥00 3900V $0F3%4 1ejouvard Aoy

1102 ‘v Kzwnzqey 3o #v ¥aOFid
QAL 3I%L - PUTT ISAIWN IJIIUL ATABep
{PaNTYIWOD) T-AT IFQAFTXY 00,1-0ZS (502)
10Z2Z wyuybays "BOIBTFTIV
00IT #ITNS ‘pwow aQerH YIXOR HOTY
93TITNNC) AII9NPUT PedTAINS [ETOUVTEY
"1 TIVISAYNIZ &




T3y

({94 4

(X0 ¢ ttro

1124 4

[ 1344

"'y

000
(1
T
000

(T VN LT
(L)OFIvE PISIA  SAVQE
nokeg L A ]

-JATQ "pur

€LSt
(39814

ST TL

(%) (\)
eBufuavg Yooq
uey,
/39334 [edy3g

.
H
o

L67ELT S0°CEZ 90T 99°09 [N 20 ¢ Lo Lo°ot
L [ 198 1 AL N 8T 0~
e w w o
E6°92 AL N 90°0
(298 ¢4 orLy L1 ¢ "o
80°S $6°1 Ly o
L2081 JENNA o ] $T 0~
\LJ N 1]
LK1 T 4 48 4 9%5°0
ET'9S  ($°1 €y°0
w At} €0
w AL e~
N w 63°0-
N AL} SE'0
w At 0
N w 90
1{ 2 £4 Y€ €0 0
8ZeLY [ 1384 85°0
n ALl
™ e 090
[2 0 11 9E°T T
w w "o
oz*oc rI't 19°0
oy e et o
N YN Tv'o 01T
L1 N $E°D t I
AL N 18°0 (148
[1.50 4 SN & A ot 0~ 113 <4
tE°S€E [ 138 ] €T~ oL Tt
1844 [3 28 4 610 Lo
R 204 fL 18 %0 M-I 00°¢
AL SL°0 »oIT
w o s°e
¥R §¥°0-~ (1443
N T9°o iTe
AL (1444 e
w 90 0T 6T
R 09°0- (12444
R 150 UL
[ 128 4 0s°0 $€°1T
£9°0€ ot e
n AL 91
11 284 w v 30°9T
R w w (308 24
T o AL e
aT-ex e w w 1z
€'Y w n T0°0T
n AL (1A 10°6
sL’e w AL "o €0’ 6
[-1-AA 4 AL w 1398 4
o ™ X 8 o-
[ 38 24 yL 60z LZ°o eL'o 8o
sE"oT w W §0°T $0°¢
o (494 13 &z £€z°0 61" 0-
0$°TY ™ ™ 65°0 és°0
EX°ST nx w w zo°o 90°0
£T°T e AL N L1 & 4 (138 &
30"y L1 58 24 €S°9¢€ {38 4 [ 1] "o
LP €T 11 041 06" T €'Y
13981 sLUEe ET"0- sTo
¥6°9T brd €0 o
19°01 [ 12K 44 11 L°c té o ”o
Ts°e Ly w AL o ts°o
[ 1284 ne wre vy TS T~ [ 19844
sy BT EL e IT'IE  €9°S 1070 ot o
o8¢ ST PIT  Nx e w seTt- L 18 3 TLU0-
() ($3] (x) (3.3] N (L)) (43} (L3] (s (4] (L)) )

"3sesY xoog  Buyuawg
/e3%34  /edt3g  /ed%3a

(1Y)
($)20%_ (5)Wo¥

($)I0_ (5)X0¥__(5)vO¥
sETTaINE 8300

sButuiva peIioden 1A3yndyg 7A3gnbg
*Sowy

(3)*3I9%q PUSHTATG

$013va BGIoTid

0730 (9IOURTIZ

TT0C *» Aswnaqeq 30 sy sadyrd
QAL 3IWd - SUTT IGNIWN IFTIQL ATAGeN
{PONTYITOD) Y-AX ITAIYXT

(8)(£°€¥) LD JO DM TIZ ®ITFANIOR
*¥A 3O 23Ul ‘AIODUNY MRTAISATY
oXI 3O d303uwg ASTTWA 21®AlX

sOM #InOT °3g jo 4O TYJ TYYRInG
(§°$T) va Dum doug (evyImepnig
*Ax 3o 'o0I ‘dIong AR 3ITEPIACIL
s¥O 30 S5UTPION 'UTZ ICBPTAOIL
*l) JO 1vISUVTIZ peitsn setrdosg
*¥N 3O JUI BIYEOUWE peg seTdong
{€°9€) AKX 30 DRM D€ I9DPUIIQING
WWda 30 430D TWIOUWRIg eTVANIwg
*1I 0BwDIR) jo dioduwy N1eg

#HO WoOTO$ 30 *d10D Ywayded 24
(€°T¥) IO 30 DR >ul »EpIM €s4
»0K 3o di0) [PIOUWTTZ IOWIFIO
«AX 30 ‘di0) TIOUWLIZ WPTRTO
Xl 3O >U7 AI00TWE TEOTISEVIUWO
(0°SE) 28 Dim 4O ud pes semod0
0K 3O 410D ‘BYJ ISITIOWEDQ
o[X JO "OD BHUIPION BIOYE TWEDQO
a0 3O D01 ‘AISg (¥IOUNEIZ VEO
»¥d JO DUy 39qeduvg Jeeagiion
(97 C9) AR 3O DIe 45K PYF;TIdON
S¥I 30 #BIQISTRE TVIIUR) JIXON
XX 3o "dur ‘droduwg iodmay
(9°09) 1D o O urd ATra Snwx
i) JO eIWQIOURE IJTITL RN
{9°¥¥) IX 30 JEM 41dug wmod EN
*0N ASTAPUSID 30 “DUI ‘UTd USYN
NI 3O ‘DUI "URZ ISITITERINGC
#¥I 30 dnOIp [VIITIBEZ wamy
(P°T¥) BI DUM Ales UJ TeTPTION
¥R Jo 'duy ‘dioduwg IamoyyAwn
{3°P¥)¥d DX 4OUQ PIa TISATER
{L°¥9)rx 3o 2xm dzoouey IvkBwn
(€°09) ON 3O DM 430D TTJ EEM
*¥] 30 "3TI ‘dicoUwg eRRIEnOT
+(8)WN jo "duy ‘droduwy LswheT
(¥°6E)XN 30 DIt dug »oqs exwy
(0°SPINT 30 D 43I0TWg ®3x04W1
oMI ®333iw3eT Jo ~dxo) -uwya €87
(T°sT) ON 30 DI 4O 974 Anawey
¥ 30 dnoxp UFg Tvispes sesjuy
(E°6£) 2X Jo D du peg 304 X
oRL 3O IUT IRIVQIOTRY UOSINZ IO
#II 30 5uI dI00URY BTYJAGOSYDWD
(0°EP)rN 3O DN 4IDg 8303I8BATI
sCR 3O DUl ‘d&rodgwy A3} uospnx
«X% 30 °ouyr ‘diodweg pegdon
«¥T Jo Jur 4soduwyg Teiepess eWON
QI 3o 501 dIODURY (VIePeJ PWON
o¥'1 3338&wje1 Doy diocousy swOW
s¥R JO °AwWS 307 -3JsUY WWQBUIN RIAIN
s¥D JO DUI ‘dnoJn UIJ BAWITISN  BOWN
o¥d 30 4D URJd sBag STTTASAGYIWN THVH
¥R JO "JUI ‘4AICOUNY USPAWSR XNTH
2100 JO 'OUI IWTIUVHYZ OO LOnd

+a8 3o “d10) YYIOTYUTS IR DddM
(T°p9) AN JO Omm didg 0D TEEID JWO
o¥1 3o -dio) TeIOUVGIZ $O VIO

o¥d 3O °dur ‘dicouwey sewQ) X0 €IX3
eAn 3o -dio) ‘il Sujusnid Ordd

NI 3o ‘43D -TIZ eBUTANE I8ITd 048
*HO 3O ‘410D 'UYZ DT ISITI  Dddd
VD 30 dioouwg 80218 ISITE  WLdd
+(8)NO JO “&20) UYIYURIZ 3IOIT4  SHIL
(PONaTILOS,

TOFINIFIFTT (PY20WVST4

00LT-8ZS (€0L)

1072z wYOTS2FA 'TOIBBITIV

0OTT 93IFNE ‘Proy eqeYH [IIOM 00T
S3IURITNGBOD AZIMMPUT sdjazag (WISTWOTL

"X TINIONNIL &%




RP PIMANCIAL, LC.
Pinancial Services Industry Consuitants
1100 Morth Glabe Road, Suite 1100
Arlington. Virginia 22301
(703) 328-1700 Exhibit IV-1 (continued)
We. <ly Turift Market Line - Part Two
“rices As Of ZPebruary 4, 2011

Key Pinancial Ratios Pricing Ratioe Dividend Dsta(6)
Tang. Price/ Price/ Ind. Divi-

Bquity/ Bquity/ .3 rted Barnings Cors Sarninge NPAs Resvs/ Reesve/ Price/ Price/ Price/ Tang. Core Div./ deand Payout

rinancial Institution Asoets Assets ROA(S) _ROE(S) _ROI(S) ROA(S) ROB(S) NPAs . Zerning _ Book _Asests _ Sook_ Earnings Share _Yield _Retio(7)
) (L} ) (8) ™) (s} LY} (%) (x) ) (L} (LY} (x) $) [£Y) Y]

NASDAQ Listed OTC Companies (continued)
ROMA 20wma Zin Corp MHC of NJ (26.2) 11.01 11.73 0.28 1.84 1.25 0.40 2.60 M A ¢.77 N 148.30 17.52 149.57 N 0.32 3.07 »
R0ME Rome Bancorp, Inc. of Rome NY(8)e 10.64 10.6¢ 1.06¢ $.78 4.40 0.96 $.23 0.61 128.12 0.92 22.71 123.%50 24.14 129.50 25.13 0.36 3.08 69.23
SIPID 81 Pigcancial Croup, Inc. of CT 13.64 13.19 0.28 3.60 2.7 0.25 3. 1.01 55.3¢ o.01 37.00 76.64 10.45 79.26 R 0.12 1.30 48.00
SPEC 8P Bancorp, Inc. of Plena, TX* 13.13 13.13 0.07 " 0.93 -0.06 1.91 44.7¢ 1.08 E g $3.9 7.08 $3. e 0.00 0.00 0.00
SVBI Severn Bancorp. Inc. of MD* 0.12 v.08 -0.22 -1.99 -4.23 ~0.42 MNA NA 3.69% e €3.02 $.13 €3.35 % 0.00 0.00 e
STND Standard Pinascial Cosp. of PA® 17.18 14.87 0.61 o 5.30 0.68 NA 1Y A 19.22 €9.01 11.66 70.43 17.13 0.00 0.00 0.00
SUPR Superior Bancorp of AL(8)* 0.10 -0.34 «6.34 b o™ -6.70 15.24 31.37 6.10 e 287.50 0.27 N Nx 0.00 0.00 w
THRD TP Fia. Corp. of Mewtown PA* 10.66 10.06¢ 0.47 4.57 $.00 0.39 A NA 1.63 19.99 90.83 9.68 96.03 24.29 0.20 0.99 17.70
TrSL TPS Pin Corp MEC of OH (26.4) 15.81 15.7% .1} e.70 0.40 -0.06 3.56 33.82 1.4 K 173.94 27.51 14.07 L] 0.00 0.00 0.00
TANX Territorial Bancorp, Ianc of KIe 15.73 15.78 0.7¢ 4.9%6 4.67 c.eS A MA 0.23 21.41 104.34 16.43 104.34 15.60 0.2¢ 1.44 30.77
TEMX Timberland Pancorp, Inc. of WAe .79 9.02 -0.30 -2.54 -6.51 -0.29 ?.09 2.9 2.19 at 47.41 4.64 s1.91 e 0.00 0.00 »
TRIT TrustCo Bank Corp NY of NY* 6.46 6. ¢4 0.77 11.s8 €.33 0.71 E LY NA NA 15.74 180.66 11.66 181.21 17.09 0.2¢ 4.35 €8.43
UCBA United Comm Bacp MRC IM (40.7) 11.1¢ 10.47 0.3% 1.90 1.78 0.19 A WA Na ﬂ 112.54 12.56¢ 130.88 N 0.44 S.51 w
UCPC United Community Pin. of OHe 0.69 8.66 -1.%4 - -1.e8 8.47 20.83 2.29 s 23.6¢ .08 1.7 b 0.00 0.00 e
UBNX Unitad Pisancial Bncrp of MA* 14.08 11.5e Q.65 0.63 k1Y A 0.93 24.77 111.14¢ 15.61 11s.s5¢ 23.27 0.32 2.00 51.61
VPPC ViewPoint Pinancal Group of TX* 13.18 13.16 0.52 0.19 0.69 71.20 0.86 32.6€3 112.73 14.97 113.03 K 0.20 1.57 s1.29
“ss W$® Ncldings, Inc. of Bowie MD* 13.3¢6 13.3¢ -0.95 -0.7¢ MA WA N e se.31 €.72 50.31 nt 0.00 g.00 e
WSPS WSPFS Pinancial Corp. of DE* .36 8.04 0.32 0.23 1.3¢ 64.63 2.2% 31.00 1212.2 10.1) 126.47 NN 0.48 1.06 33.00
WVFC Wwvs Pinancial Corp. of PAe .66 2.6¢ 0.07 ¢.11 NA NA NA e €7.212 5.2 67.21 b 0.16 1.7 0t
WPSL Washington Pedersal, Inc. of WA* 13.65 11.98 0.%¢ 1.2 HA nA 1.01 1€.5¢ 107.02 14.61 124.29 12.27 0.2¢ 1.37 22.64
WSB? Wwaterstons Pin MNC of WI(26.2) 9.16 -0.30 -1.08 .76 17.54 2.23 e 47.12 4.32 47.12 e 0.00 0.00 w0k
WAYN Wayne Savinge Bancshares of ONe 9.29 0.5% 0.52 5.59 MA xa ¥ 12.84 75.10 €.97 79.37 13.87 0.24 2.53 32.43
wPD Westfield Pin. Inc. of MA* 17.88 0.25 0.02 0.32 RA A 1.3¢ X 109.8 19.60 109.81 o 0.24 a.78 e
WBKC Wolverine Bancorp, Inc. of MI* 19.04 19.04 -1.33 -0.82 n 3.7% 92.32 4.35 o 52.15 9.93 52.15 ne .00 0.00 o




EXHIBIT IV-2

Historical Stock Price Indices



Year/Qtr. Ended

2000:

2001:

2002:

2003:

2004:

2006:

2006: .

2007:

2008:

2009:

2010:

As of Feb. 4, 2011

(1) End of period data.

Quarter 1
Quarter 2
Quarter 3
Quarter 4

Quarter 1
Quarter 2
Quarter 3
Quarter 4

Quarter 1
Quarter 2
Quarter 3
Quarter 4

Quarter 1
Quarter 2
Quarter 3
Quarter 4

Quarter 1
Quarter 2
Quarter 3
Quarter 4

Quarter 1
Quarter 2
Quarter 3
Quarter 4

Quarter 1
Quarter 2
Quarter 3
Quarter 4

Quarter 1
Quarter 2
Quarter 3
Quarter 4

Quarter 1
Quarter 2
Quarter 3
Quarter 4

Quarter 1
Quarter 2
Quarter 3
Quarter 4

Quarter 1
Quarter 2
Quarter 3
Quarter 4

Exhibit IV-2

Historical Stock Price Indices(1)

DJI
10921.9
10447.9
10650.9
10786.9

9878.8
10502.4
8847.6
10021.5

10403.9
9243.3
7591.9
8341.6

7992.1
8985.4
9275.1
10453.9

10357.7
10435.5
10080.3
10783.0

10503.8
10275.0
10568.7
10717.5

11109.3
11150.2
11679.1
12463.2

12354.4
13408.6
13895.6
13264.8

12262.9
11350.0
10850.7

8776.4

7608.9
8447.0
97123
10428.1

10856.6
9744.0
9744.0

11677.5

12092.2

S&P 500

1498.6
1454.6
1436.5
1320.3

1160.3
1224.4
1040.9
1148.1

11474
989.8
815.3
879.8

848.2
974.5
996.0
11120

1126.2
1140.8
1114.6
1211.9

1180.6
1191.3
1228.8
1248.3

1294.8
1270.2
1335.9
1418.3

1420.9
1503.4
1526.8
1468.4

1322.7
1280.0
1166.4

903.3

797.9
919.3
1057.1
11151

1169.4
1030.7
1030.7
1267.6
1310.9

Sources: SNL Financial and The Wall Street Journal.

NASDAQ
Composite

4572.8
3966.1
3672.8
2470.5

1840.3
2160.5
1498.8
1950.4

1845.4
1463.2
11721
1335.5

1341.2
1622.8
1786.9
2003.4

1994.2
2047.8
1896.8
2175.4

1999.2
2057.0
2151.7
2205.3

2339.8
217214
2258.4
24153

2421.6
2603.2
21vi.5
2652.3

22791
2293.0
2082.3
1577.0

1528.6
1835.0
2122.4
2269.2

2398.0
2109.2
2109.2
2652.9
2769.3

SNL
Thrift
Index

545.6
567.8
718.3
874.3

885.2
964.5
953.9
918.2

1006.7
11214

984.3
1073.2

1096.2
1266.6
1330.9
1482.3

1585.3
1437.8
1485.1
1605.6

1516.6
15771
1527.2
1616.4

1661.1
1717.9
17271
1829.3

1703.6
1645.9
1523.3
1058.0

1001.5
8226
760.1
653.9

542.8
538.8
561.4
587.0

626.3
564.5
564.5
592.2
589.6

SNL
Bank
Index

421.24
387.37
464.64
479.44

459.24
493.70
436.60
473.67

498.30
468.91
396.80
419.10

401.00
476.07
490.90
548.60

562.20
546.62
556.00
595.10

551.00
563.27
546.30
582.80

595.50
601.14
634.00
658.60

634.40
622.63
595.80
492.85

442.5
332.2
414.8
268.3

170.1
2276
2829
260.8

3011
257.2
257.2
2901
301.5



EXHIBIT 1V-3

Historical Thrift Stock Indices




Index Values

N Thritnvestor

kA -

index Values Price Appreclation (%)

Jan 31,11 Dec 31,10 Dec 31,09 Jan 29,10 1 Month YTD LT™
Al Pub. Traded Thrifts 581.6 592.1 587.0 588.0 -1.77 -1.77 -1.09
MHC Index 2,7838 2,668.9 29624 3,017.6 4.30 430 -7.75
Stock Exchange Indexes o R o
NYSE AMEX Thrifts 375.9 364.3 3316 326.0 3.18 3.18 15.30
NYSE Thrifts 1304 132.2 110.2 1139 -1.36 -1.36 14.49
OTC Thrifts 1,501.3 1,531.2 1.531.2 1.587.9 -1.95 -1.95 -5.45
Geographic ind e a
Mid-Atlantic Thrifts 2,561.9 2,669.6 24204 2,421.3 -4.03 -4.03 5.81
Midwestern Thrifts 1,689.1 1,636.7 2084.0 2,173.1 3.21 3.21 -22.27
New England Thrifts 1,625.1 1,665.6 1682.2 1,638.6 -243 -2.43 -0.83
Southeastern Thrifts 229.6 2173 238.6 2416 5.62 5.62 -4.97
Southwestern Thrifts 363.6 340.0 339.0 345.7 6.95 6.95 5.17
Western Thrifts 54.8 539 56.6 55.8 1.56 1.56 -1.76
Asset Size Indexes e
Less than $250M 778.8 7518 810.0 805.1 3.60 3.60 -3.27
$250M to $500M 2,7505 2,657.7 22474 2,2729 3.49 3.49 21.01
$500M to $1B 1,245.0 11775 1096.7 1,095.4 5.74 5.74 13.66
$1B to $58 1.525.5 1,5133 13933 1.371.7 0.80 0.80 n2
Over $5B 2843 294.2 294.2 303.6 -3.39 -3.39 -6.37
Pink Indexes
Pink Thrifts 146.8 1426 1421 1431 297 297 2.63
Less than $75M 421.5 4126 4126 411.5 215 215 243
Over $75M 147.6 143.3 1433 1438 3.01 3.0 2,66
Comparative Indexes . N — e
Dow Jones Industrials 11,8919 11,5775 104281 100673 2.72 272 18.12
S&P 500 1,286.1 1,257.6 11151 1,073.9 2.26 226 19.77

All SNL indexes are market-value weighted; i.e., an institution’s effect on an index is proportionate to that i

's market ¢

ion. Al SNL thrift indexes, except for the SNL

MHC Index, began at 100 on March 30, 1984. The SNL MHC Index began at 201.082 on Dec. 31,1992, the level of the SNL Thrift index on that date. On March 30, 1984, the S&P 500 closed
at 159.2 and the Dow Janes Industrial stood at 1,164.9.

Mid-Atlantic: DE, DC, MD, NJ, NY, PA, PR; Midwest: A, iL, IN, KS, KY, M, MN, MO, ND, NE, OH, SD, Wi;
New England: CT, MA, ME, NH, RI,VT; Southeast: AL, AR, FL, GA, MS, NC, SC, TN, VA, WV;
Southwest: CO, LA, NM, OK, TX, UT; West: AZ, AK, CA, H!, 1D, MT, NV, OR, WA, WY
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EXHIBIT V-4

Connecticut Thrift Acquisitions 2006 - Present




Announce Complete

Date Date Buyer Short Name Jarget Name
08/19/2010 Pending Flrst Niagara Finl Group NY  NewAlliance Bancshares, Inc.
04/24/2006 10/06/2008 Webster Financial Corp. CT  NewMil Bancorp, Inc.
Average:
Median:

Source: SNL Financial, LC.

Exhibit V-4
Connecticut Thrift Acquisitions 2006-Present

cT
cT

Target F atA Deal Terms and Pricing at Announcement
Total NPAs/ Rsrvs/ Deal  Vaiue/ Premy/
Assets E/A TE/A ROAA ROAE Assets NPLs Value Share P/B P8 P/IE  PI/A Cdeps
{3000 (%) (%) 3} [v3} (%) {A) [¢1.]} (65} 81 {4) o
8,712,097 1681 1111 0.66 401 NA NA 14777 14.063 100.95 163.14 24.25 16.96 NA
TLIT4 596 598 101 1658 011 52848 1728 41.000 31931 37783 1946 19,65 NA
4,794,936 1139 3,10 0.84 10.30 0.11  528.45 21013 270.34 2171 18.31 NA
4,794,936 11,39 8,10 084 1030 0.11 528.45 210.13 270,34 2171 18.31 NA



EXHIBIT IV-§

Naugatuck Valley Financial Corporation
Director and Senior Management Summary Resumes




Exhibit IV-5
Naugatuck Valley Financial Corporation
Director and Management Summary Resumes

Carlos S. Batista 1s Vice President of Sales and Business Development for Water and Waste Water Automation Solutions. a
business uuit of PWSPower & Water Solutions. a Division of Emerson Process Management. Age 61. Director since 1939. Chairman
of the Board since 2009. Mr. Batista is cumrently Chairman of the Audit Committee.

Mr. Batista holds a Bachelors Degree in Electrical and Electronics Engineesing and a Masters o Business Administration ffom
the University of New Haven. He is a meiaber of the Alpha Sigma Lambda Nartional Honor Society at the University of New Haven.
He has extensive experieuce in Systems Contracting. Marketing and Sales Engineering. gained throughour his fong history of
experiences and various company wide positions in the industry. Through custonxr relationship manageent he has been a major
contributor to the development and expansion of products. systems and solutions in water and wastewater treatiuent for RAS-
Bristol’Emerson. His management experience in a regulated industry has exposed Mr. Batista fo many of the issues facing public
companies today. particularly regulared euvities. making Mr. Barista a valued component of a well rounded Board. Based on his
experiences. qualifications. attributes and skills set forth above. the board of directors deterniined that Mr. Batista should serve as a
dirsctor.

John C. Roman has served as President and Chief Executive Officer of Naugaruck Valley Financial aud Navgatuck Valley
Afumal Holding Company since 2004 and has been President and Chief Fxecurive Officer of Naugamck Valley Savings since
September 1999. Mr. Roman previously was the Vice President aud Chief Lending Officer of Naugatuck Valley Savings. Age 57
Director siuce 1999.

Since assuming the role of President and Chief Executive Office of Naugatuck Valley Savings in 1999. Mr. Romaa has
successfully completed a mutal to stock conversion and navigated the issues facing public companies within the banking sector.
Mt. Roman's knowledge of all aspects of the business and its history. combined with his drive for responsitle growth and excellence.
position him well to continue to serve as our President and Chicf Executive Officer and as a Board member. Based on his experiences
qualifications. attributes and skills set forih above. the board of directors determined that Mr. Roman should serve as a director.

Camifo P. Vietra is a consultant with. and previously served as the President of. CM Property Management. a property
wanagement firm. Mr. Vieira previously served with IBM Corp. as a project and financial manager for over 30 vears. Age 67.
Director since 2002.

Through his experience at IBM, Mr. Vieira brings substannal financial expertise. while his real estare management provides
further experience in matters directly related to the business of the Company. Mr. Vieira's varied experience in both real estate
nranageuent and project management and finance is an integral part of the board’s contposition. Based on Lis experiences.
qualificarions. attributes and sKills set forth above. the board of directors deteruined that Mr. Vieira should serve as a durector.

Richard M. Famiglieri has been the owner of CM Property Management, a property wanagemnent fimi. since 2002. Previously.
Mz, Famiglietti was a Vice Presidenr of sales for Naugatuck Glass Company. a glass fabricator. Age 63. Director since 2000.

Mr. Famiglierti’s experience as owner of a property management company provides the Board with critical experience in real
estate matters. as well as. iapaience as a small business owner. In addiion. Me. Famiglietti brings substantial management experience
and expertise in sales and marketing. specifically within the region in which the Company conducts its business, through his
experience as Vice President of sales for Naugatuck Glass Company. Based on his experience. qualifications, attgibutes and skills set
forth above. the board of directors determined thar Mr. Famiglietti should serve as a director.

Frederick 4. Diugokecki is an attoruey and has maintained a private practice in Naugatuck. Connecticut focusing on real estate.
bankyuptcy. estate planning and business and 1ax isstes since 19908, Mr. Dlugokecki graduated with high honors from The Catholic
Cniversity of America. School of Law, and from the University of Connecticut. School of Business. wagna cum laude. with
Distinction in Finance. Age 54. Director stuce 2009.

Mz Dlugokeckr was previously emploved in Washington. D.C.. with The United Srates Departinent of Justice. Tax Division and
the General Counsel’s Office of The Federal Deposit Insurance Corporation. In Philadelphia. PA. he was emploved with the law firms
of Duane. Monis, LLP and Saul. Ewing. LLP. Mr. Dlugokecki went on to hold thie position of General Counsel with Hansen
Properties of Ambler. PA. Mr. Dlugokecki has tanght law classes at various universities. inchuding Post University and Temple
University Law School.



Exhibit IV-5(cont.)
Naugatuck Valley Financial Corporation
Director and Management Summary Resumes

James A. Mengacci has been the owner of James A Meugacci Associates LLC. a consulting fimy. since 1999. Mi. Mengaccei
previously was the Secretary aud Treasurer of Fitzgerald Funeral Home, Inc. Age 32. Director since 1988

Through his experiences an independent business owner and as a treasurer of a local business. Mr. Mengacci brings substantial
management experience and tenure to the Board and can offer the Board a wnique perspective on the issues it faces. Based on his
expericnce. qualifications. attributes and skills set forth above. the board of directors detennined thar Mr. Mengacci should serve as a
director.

Jane H. Walsh served as Senior Vice Prestdent of Naugatuck Valley Savings. Naugatuck Valley Financial and Naugatuck
Valley Mutal Holding Company prior to her retirement in August 2007, Ms. Walsh has served with Naugawck Valley Savings and
Loan for over 31 years. Age 67. Director since 2001.

As aresult of Ms. Walsh” tenure with Naugatuck Valley Savings and Loan as Senior Vice President of Operations. she affords
the Board the opportunity to utilize her deep knowledge of and insight into the institution. its iarker areas and operational risks.
Based on her experience. qualifications. attributes and skills set forth above. the board of directors determined that Ms. Walsh should
serve as a director.

Dominic J. Alegi, Jr. has served as Executive Vice President of Nangatuck Valley Financial and Naugatuck Valley Mutual
since September 2004 and has been Executive Vice President of Naugaruck Valley Savings since 1989. Mr. Alegi has served with
Nauganck Valley Savings since 1970. Age 64.

Mark S. Graveline has served as Senior Vice President of Naugatck Valley Financial and Naugatock Valley Munial and as
Senior Vice President and Clief Lending Officer of Naugatuck Valley Savings since February 2005, Mr. Giaveline previously was a
Vice President of Banknorth-Connecticut and a Vice President of North American Bank and Trust. Age 54.

Wiltiam C. Nimons has served as Senior Vice President of Naugatuck Valley Financial and Naugatuck Valley Mutual since
September 2004 and has been Senior Vice President of Naugatuck Valley Savings since 2001. Mr. Nimons previousiy was the
Manager-Network Management of Prudential Real Estate and Relacation, a real estate and relocation fism and was an Executive Vice
President at Shelton Savings Bank. Age 64.

Lee R. Schlesinger was appointed Senior Vice President and Chief Financial Officer of Naugatuck Valley Mutual. Naugatuck
Valley Financial and Naugatuck Valley Savings in December. 2007, Prior to that. he served as Vice President and Treasurer of
Naugatck Valley Financial and Naugatuck Valley Murtual since September 2004, and as Vice President and Tieasurer of Naugatuck
Valley Savings smce August 2004, Mr. Schlesinger served as Vice President and Controller of Naugatck Valley Savings from 2003
1o 2004 and as Assistant Vice President and Conwoller of Naugatuck Valley Savings from 2000 to 2002, Mi. Schlesinger has served
with Naugatck Valley Savings since 1983, Age 50.
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Exhibit [V-6
Naugatuck Valley Financial Corporation
Pro Forma Regulatory Capital Ratios

Pyo Foima at Decewnber 31, 2010 (1)

158y Above
Naugatuck Minimum of Midpofut of Maximnum of Masimum of
\';lle_\' Savings Offering Ramge Offering Range Offering Range Offering Ramge
and Loan 3,081,250 Shaves 3,625,000 Shaves 4,168,750 Shnies 4,794,063 Shaves
Historical av at $8.00 pey 3t S8.00 per At S8.00 per at $8.00 per
(Dollai~ lu thousands) Decewnber 31, 2010 shiare shase shave share
Perceat of Percent of Percear of Percent of Percent of
Amount  Assefs(2)  Awmaumrt  Asseis (2} Ainount Assets (2) Amount Assets {2) Amount  Assets ()
Total aquity under gegerally
accepted accounting
princaples . . $45.867 809% 358,108 10.00%  $60.440 10.35% $62.773 10 70% $65 4SS 11 10%

Tier 1 leverage capiial.

Actual 3% $45.464 803%  $57.708 994%  $60,037 10.29%  $62.370 10.64%  $65.052 11.04%
Requirement. . . ... ... _22.639 4.00% 23219 4.00% 23328 4.00% 23,437 4.00% 23,563 1.00%
EXCOSS oo $22.82 403%  $34.486 594% 536700 2%  §3801 S64% 341489 2.04%
Ther 1 nsk-based capital:
Actual.... ... . S45464 1059% 357,705 13115%  $60.037 13.65%  $62.370 1410%  $65.052 14.64%
Requirewent.... 12170 _400% 17574 _300% 17618 _4.00% 17.689 _4.00% 17,770 _400%
EXCESS oo MB21 G3%  BOASE 24D 3243 SE%  BMGH  J0A0v  MLE [osi%
Total risk-based capital:
Actual. ... .. $50.831 11.84% 363072 14.38%  $65,404 14.85% 367,737 15.32% $70.419 15.85%
Requiremeat. . 34339 _8.00% 35003 8.00% 38235 _8.00% 35377 _8.00% 35540 _8.00%
EXCESS ..oooceri e e 316,392 A83% 2979 £38% 530169 6.85% 3303 Zi% 334309 28%
Recogchation of capital
contnbutions to
Naugatick Valley
Savings and Loan:
Net Proceeds contnbuted
to Naugatuck Valley
Savuags and Loao. . ... $11,496 $17.226 $19.957 $232,097
Less conmon stock
acquured by ESOP....... (1.479) (1,740) (2.001) (2.391)
Less coounon stock
acquired by equity
weentive plan. ... .. 176 913 1.050 {1,208
Pro fonua increase
GAAF saa regulatory
capital. o 112241 514,573 £16 906 519588

(1)  Pro farma amouats and percentages mchide capiral contnibuted to Naugatuck Valley Savings and Loan from the offering and assume vet proceeds are invested i assets that
carry a 20% risk-weighting.

(2) Tier | leverage capatal lavek are shown 25 a percentage of average assets. Risk-based capital levels are shown as a percentage of nsk-weighted assets.

(3)  Goodwull and certun other intangble assets. the d 1osses (gains) on certain secunties and the disallowed portion of tortgage sencmg nights account for the
duffereace between equity calculated under generally accepted accounting principles and Tier 1 leverage capital
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EXHIBIT V-7
PRO FORMA ANALYSIS SHEET
Naugatuck Valley Financial Corporation

Prices as of February 4, 2011

Subject Peer Group Connecticut Companies All Public Thrifts
Valyation Midpoint Pricing Multiples Symbol 2t Midpoint Mean Median Mean  Median Mean Median
Price-eamings muttiple PIE 36.30 x 17.48x 16.49x 37.00x 37.00x 18.22x 17.05x
Price-core eamings multiple = PICE 26.31 x 19.97x 21.83x NM NM 18.19x 17.09x
Price-book ratio = -] 63.95% 92.82% 9191% 83.71% 83.71% 81.38% 80.94%
Price-tangible book ratio = P78 63.95% 99.29% 94.05% 112.34% 112.34% 89.64% 85.91%
Price-assets ratio = P/A 8.22% 11.56% 10.52% 14.69% 14.69% 9.49% 8.60%
Valuation Parameters Adjusted
Pre-Conversion Eamings (Y} $1.451,000 (12 Mths 12/10)  ESOP Stock (% of Offering + Foundation) (E) 6.00%
Pre-Conversion Core Eamings (YC) $1,960,000 (12 Mths 12/10)  Cost of ESOP Borrowings (S) 0.00%
Pre-Conversion Book Value (B) $52,282,000 (2) ESOP Amortization (T) 20.00 Years
Pre-Conv. Tang. Book Value (B) $52,229,000 (2) RRP (% of Offering + Foundation (M) 3.15%
Pre-Conversion Assets (A) $568,275,000 (2) RRP Vesting (N) 5.00 Years
Reinvestment Rate (R) 1.02% Fixed Expenses $1.505,000
Tax rate (TAX) 34.00% Variable Expenses (Blended Commission %) 3.42%
After Tax Reinvest. Rate (R) 0.67% Percentage Sold (PCT) 59.5884%
Est. Conversion Expenses (1)(X) 8.61% (1) MHC net assets $22,000
Insider Purchases $490,000 Options as (% of Offering + Foundation) (O1) 7.87%
Price/Share $8.00 Estimated Option Value (02) 22.25%
Foundation Cash Contribution (FC) - Option Vesting Period (O3) 5.00 Years
Foundation Stock Contribution (FS) - % of Options taxable (04) 25.00%
Foundation Tax Benefit (FT) -
alculati Pro Fi Vab e ion
1. V= P/E*(Y-FC*R) V= $48,667,160
1-P/E *PCT * (1-X-E-M-FS)'R - (1-TAX)*(E/T) - (1-TAX)*(M/N)-{(1-TAX*04)*(01*02/03)))
2. V= P/Core E * (YC) V= $48,667,160
1-P/Core E * PCT * ((1-X-E-M-FS)'R - (1-TAX)*(E/T) - (1-TAX)*(M/N)-(1-TAX*04)*(01*02/03)))
3 v= P/B_* (B-FC+FT) V= $48,667,160
1-P/B*PCT * (1-X-E-M)
4. V= P/TB * (B-FC+FT) V= $48,667,160
1-P/TB * PCT * (1-X-E-M)
5 V= P/A * (A-FC+FT) V= $48,667,160
1-PIA*PCT * (1-X-E-M)

Shares 2nd Step Full Plus: Total Market

2nd Step Exchange Conversion Foundation Capitatization  Exchange
Conclusion QOffering Shares Shares Shares Shares Shares Ratio
Supermaximum 4,794,063 3,251,228 8,045,290 0 8,045,290 1.1462
Maximum 4,168,750 2,827,154 6,995,904 0 6,995,904 0.9967
Midpoint 3,625,000 2,458,395 6,083,395 0 6,083,395 0.8667
Minimum 3,081,250 2,089,636 5,170,886 1] 5,170,886 0.7367
Market Value

2nd Step Fuil Total Market

2nd Step Exchange Conversion Foundation Capitalization
Conclusion, Offering Valug  Shares Valye $ Vaiue $ Value $ Valye
Supemaximum $38,352,500 $26,009,824 $64,362,324 $0 $64,362,324
Maximum $33,350,000 $22,617,232 $55,967,232 0 $55,967,232
Midpoint $29,000,000 $19,667,160 $48,667,160 0 $48,667,160
Minimum $24,650,000 $16,717,088 $41,367,088 0 $41,367,088

(1) Estimated offering expenses at midpoint of the offering.
(2) Includes the effect of consolidating $22 thousand of net assets at the MHC level.



EXHIBIT V-8

Naugatuck Valley Financial Corporation
Pro Forma Effect of Conversion Proceeds




Exhibit IV-8

PRO FORMA EFFECT OF CONVERSION PROCEEDS
Naugatuck Valley Financial Corporation
At the Minimum of the Range

Fully Converted Value and Exchange Ratio

Fully Converted Value $41,367,088
Exchange Ratio 0.73672
2nd Step Offering Proceeds $24,650,000
Less: Estimated Offering Expenses 2,348,060
2nd Step Net Conversion Proceeds (Including Foundation) $22,301,940
Estimated Additional Income from Conversion Proceeds
Net Conversion Proceeds $22,301,940
Less: Cash Contribution to Foundation 0
Less: ESOP Stock Purchases (1) (1,479,000)
Less: RRP Stock Purchases (2) (776,214)
Net Cash Proceeds $20,046,726
Estimated after-tax net incremental rate of return 0.67%
Eamings Increase $134,955
Less: Consolidated interest cost of ESOP borrowings 0
Less: Amortization of ESOP borrowings(3) (48,807)
Less: RRP Vesting (3) (102,460)
Less: Option Plan Vesting (4) (79.021)
Net Earnings Increase ($95,334)
Net
Before Earnings After
Pro Forma Eamings Conversion Increase Conversion
12 Months ended December 31, 2010 (reported) $1,451,000 ($95,334) $1,355,666
12 Months ended December 31, 2010 (core) $1,960,000 ($95,334) $1,864,666
Before Net Cash Tax Benefit After
Pro Forma Net Worth Conversion Proceeds and Other Conversion
December 31, 2010 $52,282,000 $20,046,726 $ - $72,328,726
December 31, 2010 (Tangible) $52,229,000 $20,046,726 $0 $72,275,726
Before Net Cash Tax Benefit After
Pro Forma Assets Conversion Proceeds and Other Conversion
December 31, 2010 $568,275,000 $20,046,726 $0 $588,321,726

(1) Includes ESOP purchases of 5.91% of the second step offering.

(2) Includes RRP purchases of 2.66% of the second step offering.

(3) ESOP amortized over 20 years, RRP amortized over 5 years, tax effected at:

(4) Option valuation based on Black-Scholes model, 5 year vesting, and assuming 25% taxable.

34.00%



Exhibit 1V-8
PRO FORMA EFFECT OF CONVERSION PROCEEDS
Naugatuck Valley Financial Corporation
At the Midpoint of the Range

1. Fully Converted Value and Exchange Ratio

(1) Includes ESOP purchases of 5.91% of the second step offering.

(2) Includes RRP purchases of 2.66% of the second step offering.

(3) ESOP amortized over 20 years, RRP amortized over 5 years, tax effected at: 34.00%
(4) Option valuation based on Black-Scholes model, 5 year vesting, and assuming 25% taxable.

Fully Converted Value $48,667,160
Exchange Ratio 0.86673
2nd Step Offering Proceeds $29,000,000
Less: Estimated Offering Expenses 2,497,700
2nd Step Net Conversion Proceeds (Including Foundation) $26,502,300
2. Estimated Additional Income from Conversion Proceeds
Net Conversion Proceeds $26,502,300
Less: Cash Contribution to Foundation 0
Less: ESOP Stock Purchases (1) (1,740,000)
Less: RRP Stock Purchases (2) (913.193)
Net Cash Proceeds $23,849,107
Estimated after-tax net incremental rate of return 0.67%
Eamings Increase $160,552
Less: Consolidated interest cost of ESOP borrowings 0
Less: Amortization of ESOP borrowings(3) (57,420)
Less: RRP Vesting (3) (120,541)
Less: Option Plan Vesting (4) {92,966)
Net Earnings Increase ($110,375)
Net
Before Earnings After
3. Pro Forma Eamings Conversion Increase Conversion
12 Months ended December 31, 2010 (reported) $1,451,000 ($110,375) $1,340,625
12 Months ended December 31, 2010 (core) $1,960,000 ($110,375) $1,849,625
Before Net Cash Tax Benefit After
Pro Forma Net Worth Conversion Proceeds of Foundation Conversion
December 31, 2010 $52,282,000 $23,849,107 $ - $76,131,107
December 31, 2010 (Tangible) $52,229,000 $23,849,107 $ - $76,078,107
Before Net Cash Tax Benefit After
Pro Forma Assets Conversion Proceeds of Foundation Conversion
December 31, 2010 $568,275,000 $23,849,107 $ - $592,124,107



Naugatuck Valley Financial Corporation

Exhibit IV-8
PRO FORMA EFFECT OF CONVERSION PROCEEDS

At the Maximum of the Range

1. Fully Converted Value and Exchange Ratio

Fuily Converted Value
Exchange Ratio

2nd Step Offering Proceeds

Less: Estimated Offering Expenses
2nd Step Net Conversion Proceeds (Including Foundation)

2. Estimated Additional Income from Conversion Proceeds

Net Conversion Proceeds

Less: Cash Contribution to Foundation

Less: ESOP Stock Purchases (1)
Less: RRP Stock Purchases (2)
Net Cash Proceeds

Estimated after-tax net incrementat rate of return

Eamings Increase

Less: Consolidated interest cost of ESOP borrowings
Less: Amortization of ESOP borrowings(3)

Less: RRP Vesting (3)
Less: Option Plan Vesting (4)
Net Eamings Increase

3. Pro Forma Eamings

12 Months ended December 31, 2010 (reported)
12 Months ended December 31, 2010 (core)

4. Pro Forma Net Worth
December 31, 2010
December 31, 2010 (Tangible)

5. Pro Forma Assets

December 31, 2010

Before

Conversion

$52,282,000
$52,229,000

Before

Conversion

$568,275,000

Net
Before Eamings
Conversion Increase
$1,451,000 ($125,417)
$1,960,000 ($125,417)
Net Cash Tax Benefit
Proceeds of Foundation
$27,651,488 $ -
$27,651,488 $0
Net Cash Tax Benefit
Proceeds of Foundation
$27,651,488 $0

(1) Includes ESOP purchases of 5.91% of the second step offering.
(2) Includes RRP purchases of 2.66% of the second step offering.
(3) ESOP amortized over 20 years, RRP amortized over 5 years, tax effected at:

(4) Option valuation based on Black-Scholes model, 5 year vesting, and assuming 25% taxable.

$55,967,232
0.99673

$33,350,000
2,647,340
$30,702,660

$30,702,660
0
(2,001,000)
(1,050,172)
$27,651,488
0.67%
$186,150
0
(66,033)
(138,623)

(106.911)
($125,417)

After

Conversion

$1,325,583
$1,834,583

After

Conversion

$79,933,488
$79,880,488

After

Conversion

$595,926,488

34.00%



Naugatuck Valley Financial Corporation

Exhibit IV-8
PRO FORMA EFFECT OF CONVERSION PROCEEDS

At the Supermaximum Value

1. Fully Converted Value and Exchange Ratio

Fully Converted Value
Exchange Ratio

2nd Step Offering Proceeds
Less: Estimated Offering Expenses

2nd Step Net Conversion Proceeds (Including Foundation)

2. Estimated Additional Income from Conversion Proceeds

Net Conversion Proceeds

Less: Cash Contribution to Foundation

Less: ESOP Stock Purchases (1)
Less: RRP Stock Purchases (2)
Net Cash Proceeds

Estimated after-tax net incremental rate of return

Eamings Increase

Less: Consolidated interest cost of ESOP borrowings

Less: Amortization of ESOP borrowings(3)

Less: RRP Vesting (3)
Less: Option Plan Vesting (4)
Net Eamnings Increase

3. Pro Forma Eamings

12 Months ended December 31, 2010 (reported)
12 Months ended December 31, 2010 (core)

Before
4. Pro Forma Net Worth Conversion
December 31, 2010 $52,282,000
December 31, 2010 (Tangible) $52,229,000
Before
5. Pro Forma Assets Conversion
December 31, 2010 $568,275,000

Before

Conversion

$1,451,000
$1,960,000

Net Cash
Proceeds

Net
Eamings
increase

($142,714)
($142,714)

Tax Benefit
of Foundation

$64,362,324
1.14625

$38,352,500
2,819,426
$35,533,074

$35,533,074
0

(2,301,150)
(1,207.698)
$32,024,226
0.67%
$215,587
0
(75,938)
(159,416)

(122,947)
($142,714)

After

Conversion

$1,308,286
$1,817,286

After

Conversion

$32,024,226
$32,024,226

Net Cash
Proceeds

$ -
$0

Tax Benefit
of Foundation

$32,024,226

(1) Includes ESOP purchases of 5.81% of the second step offering.
(2) Includes RRP purchases of 2.66% of the second step offering.
(3) ESOP amortized over 20 years, RRP amortized over 5 years, tax effected at:

$0

$84,306,226
$84,253,226

After

Conversion

$600,299,226

34.00%
(4) Option valuation based on Black-Scholes model, 5 year vesting, and assuming 25% taxable.
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RP® FINANCIAL, LC.
Serving the Financial Services Industry Since 1988

FIRM QUALIFICATION STATEMENT

RP® Financial (“RP®) provides financial and management consulting, merger advisory and valuation services to the
financial services industry nationwide. We offer a broad array of services, high quality and prompt service, hands-on
involvement by principals and senior staff, careful structuring of strategic initiatives and sophisticated valuation and other
analyses consistent with industry practices and regulatory requirements. Our staff maintains extensive background in
financial and management consulting, valuation and investment banking. Our clients include commercial banks, thrifts,
credit unions, mortgage companies and other financial services companies.

i STRATEGIC PLANNING SERVICES

RP®’s strategic planning services are designed to provide effective feasible plans with quantifiable results. We analyze
strategic options to enhance shareholder value, achieve regulatory approval or realize other objectives. Such services
involve conducting situation analyses; establishing mission/vision statements, strategic goals and objectives; and
identifying strategies to enhance franchise and/or market value, capital management, earnings enhancement, operational
matters and organizational issues. Strategic recommendations typically focus on: capital formation and management,
asset/liability targets, profitability, return on equity and stock pricing. Our proprietary financial simulation models provide
the basis for evaluating the impact of various strategies and assessing their feasibility and compatibility with regulations.

[ MERGER ADVISORY SERVICES

RP®'s merger advisory services include targeting potential buyers and sellers, assessing acquisition merit, conducting due
diligence, negotiating and structuring merger transactions, preparing merger business plans and financial simulations,
rendering fairness opinions, preparing mark-to-market analyses and supporting the implementation of post-acquisition
strategies. RP® is also expert in de novo charters, shelf charters and negotiating acquisitions of troubled institutions.
Through financial simulations, comprehensive data bases, valuation proficiency and regulatory familiarity, RP®’s merger
advisory services center on enhancing shareholder returns.

B VALUATION SERVICES }

RP®s extensive valuation practice includes bank and thrift mergers, thrift mutual-to-stock conversions, goodwill
impairment, insurance company demutualizations, ESOPs, subsidiary companies, purchase accounting and other purposes,
We are highly experienced in performing appraisals which conform to regulatory guidelines and appraisal standards. RP®
is the nation’s leading valuation firm for thrift mutual-to-stock conversions, with appraised values ranging up to $4 billion.

[ OTHER CONSULTING SERVICES

]

RP® offers other consulting services including evaluating the impact of regulatory changes (TARP, etc.), branching and
diversification strategies, feasibility studies and special research. We assist banks/thrifts in preparing CRA plans and
evaluating wealth management activities on a de novo or merger basis. Our other consulting services are aided by
proprietary valuation and financial simulation models.

REY PERSONNLEL (Years of Relevant Expericnce & Contact Information)

Ronald S. Riggins, Managing Director (29) (703) 647-6543 miggins@rpfinancial.com
William E. Pommerening, Managing Director (25)  (703) 647-6546 wpommerening@rpfinancial.com
Gregory E. Dunn, Director (26) (703) 647-6548 gdunn@rpfinancial.com

James P. Hennessey, Director (23) (703) 647-6544 jhennessey@rpfinancial.com
James J. Oren, Director (22) (703) 647-6549 joren@rpfinancial.com

Timothy M. Biddle, Senior Vice President (19) (703) 647-6552 tbiddle@rpfinancial.com

Janice Hollar, Senior Vice President (24) (703) 647-6554 jhollar@rpfinancial.com

Washington Headquarters

Three Ballston Plaza Telephone: (703) 528-1700
1100 North Glebe Road, Suite 1100 Fax No.: (703) 528-1788
Arlington, VA 22201 Toll-Free No.: (866) 723-0594

www.rpfinancial.com E-Mail: mail@rpfinancial.com



