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Boards of Directors

Polonia MHC
Polonia Bancorp

Polonia Bank

3993 Huntingdon Pike 3rd Floor

Huntingdon Valley Pennsylvania 19006

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 reissued by the Office of

the Comptroller of the Currency 0CC and applicable regulatory interpretations thereof

Such Valuation Guidelines are relied upon by the Federal Reserve Board FRB in the

absence of separate written valuation guidelines

Description of Plan of Conversion

On August 16 2011 the respective Boards of Directors of Polonia MHC the UMHC
Polonia Bancorp PBCP and Polonia Bank Huntingdon Valley Pennsylvania the Bank
adopted Plan of Conversion the Plan of Conversion whereby the MHC will convert to stock

form As result of the conversion PBCP which currently owns all of the issued and

outstanding common stock of the Bank will be succeed by Maryland corporation with the

name of Polonia Bancorp Inc Polonia Bancorp or the Company Following the conversion

the MHC will no longer exist For purposes of this document the existing consolidated entity

will hereinafter be referred to as Polonia Bancorp or the Company As of March 31 2012 the

MHC had majority ownership interest in and its principal asset consisted of approximately

57.63% of the common stock the MHC Shares of Polonia Bancorp The remaining 42.37%

of Polonia Bancorps common stock is owned by public stockholders

It is our understanding that Polonia Bancorp will offer its stock representing the majority

ownership interest held by the MHC in subscription offering to Eligible Account Holders Tax-

Qualified Employee Benefit Plans including the Banks employee stock ownership plan the
ESOP Supplemental Eligible Account Holders and Other Members as such terms are

defined for purposes of applicable federal regulatory requirements governing mutual-to-stock

conversions To the extent that shares remain available for purchase after satisfaction of all

subscriptions received in the subscription offering the shares may be offered for sale to the

Washington Headquarters
Three Baliston Plaza Telephone 703 528-1700

1100 North Glebe Road Suite 600 Fax No 703528-1788

Arlington VA 22201 Toll-Free No 866 723-0594

www.rpfinancial.com E-Mail mailrpfinancia1.com
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public at large in community offering and/or an extended community 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 PBCP will

be exchanged for shares in the Company at 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 financial consulting firm serving the financial

services industry nationwide that among other things specializes in financial valuations and

analyses of business enterprises and securities including the pro forma valuation for savings

institutions converting from mutual-to-stock form The background and experience of RP

Financial is detailed in Exhibit V-i 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 FRB the 0CC and

the Securities and Exchange Commission SEC We have conducted financial analysis of

the Company the Bank and the MHC that has included review of audited financial information

for the years ended December 31 2007 through December 31 2011 and review of various

unaudited information and internal financial reports through March 31 2012 and due diligence

related discussions with the Companys management S.R Snodgrass A.C the Companys
independent auditor Kilpatrick Townsend Stockton LLP the Companys conversion counsel
and Sandier ONeill Partners L.P the Companys 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 Polonia Bancorp

operates and have assessed Polonia Bancorps relative strengths and weaknesses We have

kept abreast of the changing regulatory and legislative environment for financial institutions and

analyzed the potential impact on Polonia Bancorp and the industry as whole We have

analyzed the potential effects of the stock conversion on Polonia Bancorps operating

characteristics and financial performance as they relate to the pro forma market value of Polonia

Bancorp We have analyzed the assets held by the MRC which will be consolidated with

Polonia Bancorps assets and equity pursuant to the completion of the second-step conversion

We have reviewed the economic and demographic characteristics of the Companys primary

market area We have compared Polonia Bancorps financial performance and condition with

selected publicly-traded thrifts in accordance with the Valuation Guidelines as well as all

publicly-traded thrifts and thrift holding companies 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
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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 Polonia Bancorps representation that the information

contained in the regulatory applications and additional information furnished to us by Polonia

Bancorp 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 Polonia Bancorp or its independent auditor legal counsel and other

authorized agents nor did we independently value the assets or liabilities of Polonia Bancorp
The valuation considers Polonia Bancorp only as going concern and should not be considered

as an indication of Polonia Bancorps liquidation value

Our appraised value is predicated on continuation of the current operating environment

for Polonia Bancorp 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 whole or the value of

Polonia Bancorps stock alone It is our understanding that there are no current plans for selling

control of Polonia Bancorp 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 Polonia Bancorps

common stock immediately upon completion of the second-step stock offering would change

hands between willing buyer and 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 May 2012 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 newly-issued shares representing the MHCs current ownership interest in the

Company and exchange shares issued to existing public shareholders of PBCP was

$21254600 at the midpoint equal to 2656825 shares at $8.00 per share The resulting range

of value and pro forma shares all based on $8.00 per share are as follows $18066416 or

2258302 shares at the minimum $24442792 or 3055349 shares at the maximum and

$28109208 or 3513651 shares at the super maximum 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 $12250000 equa to

1531250 shares at $8.00 per share The resulting offering range and offering shares all

based on $8.00 per share are as follows $10412504 or 1301563 shares at the minimum
$14087504 or 1760938 shares at the maximum and $16200624 or 2025078 shares at the

super maximum



Boards of Directors

May 2012

Page

Establishment of the Exchange Ratio

0CC regulations provide that in conversion of 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 PBCP 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

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 offering

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 0.8421

shares of the Companys stock for every one share held by public shareholders Furthermore

based on the offering range of value the indicated exchange ratio is 0.7158 at the minimum
0.9684 at the maximum and 1.1136 at the super maximum 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

Limiting Factors and Considerations

The valuation is not intended and must not be construed as recommendation of any

kind as to the advisability of purchasing shares of the common stock Moreover because such

valuation is determined in accordance with applicable 0CC regulatory guidelines and is

necessarily based upon estimates and projections of 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 offering or prior to that time will thereafter be able to

buy or sell such shares at prices related to the foregoing valuation of the estimated pro forma

market value thereof The appraisal reflects only valuation range as of this date for the pro

forma market value of Polonia Bancorp immediately upon issuance of the stock and does not

take into account any trading activity with respect to the purchase and sale of common stock in

the secondary market on the date of issuance of such securities or at anytime thereafter

following the completion of the second-step conversion

RP Financials valuation was based on the financial condition operations and shares

outstanding of Polonia Bancorp as of March 31 2012 the date of the financial data included in

the prospectus The proposed exchange ratio to be received by the current public stockholders

of PBCP and the exchange of the public shares for newly issued shares of Polonia Bancorps

common stock as full public company was determined independently by the Boards of

Directors of the MHC PBCP 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 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

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 Polonia Baricorp management policies and current
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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 Polonia Bancorps stock offering

Respectfully submitted

RP FINANCIAL LC

Ron gins

President and Managing Director
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1.1

OVERVIEW AND FINANCIAL ANALYSIS

Introduction

Polonia Bank the Bank chartered in 1923 is federally chartered stock savings bank

headquartered in Huntingdon Valley Pennsylvania The Bank serves the Philadelphia

metropolitan area through the main office and six branch offices The main office is located in

Montgomery County and the six branch offices are located in Philadelphia County map of

the Banks branch office locations is provided in Exhibit I-i The Bank is member of the

Federal Home Loan Bank FHLB system and its deposits are insured up to the maximum

allowable amount by the Federal Deposit Insurance Corporation FDIC

Polonia Bancorp PBCP is the federally-chartered mid-tier holding company of the

Bank PBCP owns 100% of the outstanding common stock of the Bank Since being formed in

2007 PBCP has engaged primarily in the business of holding the common stock of the Bank

PBCP completed its initial public offering in January 2007 pursuant to which it sold 1487813

shares or 45% of its outstanding common stock to the public and issued 1818437 shares or

55% of its common stock outstanding to Polonia MHC the MHC the mutual holding company

parent of PBCP Net proceeds realized from the public stock offering approximated $13.8

million At March 31 2012 PBCP had total assets of $260.0 million deposits of $203.2 million

and equity of $27.8 million or 10.7% of total assets PBCPs audited financial statements for the

most recent period are included by reference as Exhibit 1-2

Plan of Conversion

On August 16 2011 the respective Boards of Directors of the MHC PBCP and the

Bank adopted Plan of Conversion whereby the MHC will convert to stock form As result of

the conversion PBCP which currently owns all of the issued and outstanding common stock of

the Bank will be succeeded by Maryland corporation with the name of Polonia Bancorp Inc

Polonia Bancorp or the Company Following the conversion the MHC will no longer exist

For purposes of this document the existing consolidated entity will hereinafter be referred to as

Polonia Bancorp or the Company As of March 31 2012 the MHCs ownership interest in

Polonia Bancorp equaled 1818437 shares or 57.63% of Polonia Bancorps total shares

outstanding and the public stockholders ownership interest in Polonia Bancorp equaled

1336677 shares or 42.37% of Polonia Bancorps total shares outstanding
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It is our understanding that Polonia Bancorp will offer its stock representing the majority

ownership interest held by the MHC in subscription offering to Eligible Account Holders Tax

Qualified Employee Benefit Plans including the Banks employee stock ownership plan the

ESOP Supplemental Eligible Account Holders and Other Members as such terms are

defined for purposes of applicable federal regulatory requirements governing mutual-to-stock

conversions To the extent that shares remain available for purchase after satisfaction of all

subscriptions received in the subscription offering the shares may be offered for sale to

members of the general public in community offering and/or an extended community 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 PBCP will be exchanged for shares in the Company at ratio that retains their ownership

interest at the time the conversion is completed and the MHC assets will be consolidated with

the Company

Strategic Overview

Polonia Bancorp maintains local community banking emphasis with primary

strategic objective of meeting the borrowing and savings needs of its local customer base

Polonia Bancorps operating strategy has been fairly reflective of traditional thrift operating

strategy in which 1-4 family residential mortgage loans and retail deposits have constituted the

principal components of the Companys assets and liabilities respectively In December 2010

the Company completed an FDIC assisted acquisition of Earthstar Bank state chartered bank

headquartered in Southampton Pennsylvania Pursuant to the terms of the acquisition

agreement with the FDIC the Bank assumed certain of the deposits and acquired certain assets

of Earthstar Bank from the FDIC as receiver for Earthstar Bank Through the acquisition of

Earthstar Bank the Company added approximately $67 million in assets and assumed

approximately $90 million of deposits Assets acquired by the Company included approximately

$42 million of loans consisting primarily of 1-4 family permanent mortgage loans and multi

family loans and approximately $8 million of investment securities Earthstar Bank maintained

four branch offices which were acquired by the Company and reopened as Polonia Bank

branches In May 2011 one of the Companys branches was consolidated into nearby

Earthstar Bank branch and one of Earthstar Banks branches was consolidated into the

Companys main office
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In connection with the acquisition of Earthstar Bank the Company entered into loss

sharing agreements with the FDIC that collectively covered all of the acquired loans the

covered loans except for approximatey $1 .3 million of consumer loans Pursuant to the

terms of the loss share agreements the FDIC will reimburse the Company for 80% of losses on

the covered loans and the Company will reimburse the FDIC for 80% of recoveries with respect

to losses for which the FDIC paid the Company an 80% reimbursement under the loss sharing

agreements Pursuant to the FDIC-assisted acquisition the Company recorded an FDIC

indemnification asset to reflect the loss-share arrangement provided by the FDIC Covered

loans acquired from the FDIC totaled $40.5 million or $33.2 million net of fair value adjustments

of negative $7.3 million The FDIC indemnification asset recorded at the time of the acquisition

equaled $5.4 million As of March 31 2012 the Company held $24.4 million of covered loans

and the FDIC indemnification asset equaled $5.1 million

The FDIC-assisted acquisition of Earthstar Bank served to accelerate balance sheet

growth without comprising the Companys credit risk exposure The acquisition also provided

the Company with an increased branch presence and larger customer base in the

Philadelphia metropolitan area which would have been more expensive to achieve through

organic growth Following the acquisition of Earthstar Bank the Company continues to maintain

what is viewed as largely traditional thrift operating strategy Beyond 1-4 family permanent

mortgage loans the Companys loan portfolio includes diversification into commercial real

estate multi-family home equity and consumer loans The covered loans purchased by the

Company also included small balance of commercial business loans

Investments serve as supplement to the Companys lending activities with recent

trends showing an increase in investment securities Cash realized in connection with the

acquisition of Earthstar was in part redeployed into investment securities The Companys

investment activities have emphasized investment in mortgage-backed securities which are

guaranteed or insured by Government Sponsored Enterprises GSEs Other investments

maintained by the Company consist of corporate debt securities

Asset growth has been funded with combination of deposits and borrowings with

deposit growth realized from the acquisition of Earthstar Bank accounting for most of the

Companys deposit growth Certificates of deposit CDs comprise the largest portion of the

Companys deposit composition The Company utilizes borrowings as supplemental funding

source to facilitate management of funding costs and interest rate risk with FHLB advances

generally constituting the Companys only source of borrowings
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Polonia Bancorps earnings base is largely dependent upon net interest income and

operating expense levels The Companys net interest margin has increased since 2009 as the

decline in short-term interest rates and resulting steeper yield curve has facilitated higher

interest rate spreads for the Company In particular the Companys balance sheet is liability-

sensitive in the short-term and therefore funding costs have decreased more rapidly relative to

yields earned on less rate sensitive interest-earning assets Operating expenses have generally

been maintained at relatively high levels particularly in relation to the Companys traditional

thrift operating strategy The Companys operating expenses have consistently exceeded net

interest income which along with somewhat limited revenues generated through sources of

non-interest operating income have resulted in relatively low returns on core earnings basis

over the past several years

The post-offering business plan of the Company is expected to remain consistent with

current strategic objectives Specifically Polonia Bancorp will continue to be an independent

community-oriented financial institution with commitment to local real estate financing with

operations funded primarily by retail deposits Growth strategies will continue to be

implemented within the context of managing the Companys exposure to credit risk and interest

rate risk

The Companys Board of Directors has elected to complete second-step conversion to

improve the competitive position of Polonia Bancorp The capital realized from the stock

offering will increase the operating flexibility and overall financial strength of Polonia Bancorp

The additional capital realized from stock proceeds will increase liquidity to support funding of

future loan growth and other interest-earning assets Polonia Bancorps higher capital position

resulting from the infusion of stock proceeds will also serve to reduce interest rate risk

particularly through enhancing the Companys interest-earning-assets-to-interest-bearing-

liabilities IENIBL ratio The additional funds realized from the stock offering will provide an

alternative funding source to deposits and borrowings in meeting the Companys future funding

needs which may facilitate reduction in Polonia Bancorps funding costs Additionally

Polonia Bancorps higher equity-to-assets ratio will also better position the Company to take

advantage of expansion opportunities as they arise Such expansion would most likely occur

through the acquisition of additional banking offices that would increase market penetration in

the markets currently served by the Company or to gain market presence into nearby

complementary markets The Company will also be bettered position to pursue growth through

acquisition of other financial service providers following the second-step conversion given its
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strengthened capital position and ability to offer stock as consideration The projected uses of

proceeds are highlighted below

Polonia Bancorp The Company is expected to retain up to 50% of the net

offering proceeds At present funds at the Company level net of the loan to the

ESOP are expected to be primarily invested initially into liquid funds held as

deposit at the Bank Over time the funds may be utilized for various corporate

purposes possibly including acquisitions infusing additional equity into the Bank

repurchases of common stock and the payment of cash dividends

Polonia Bank Approximately 50% of the net stock proceeds will be infused into

the Bank in exchange for all of the Banks newly issued stock 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 be primarily utilized to fund loan growth over time

Overall it is the Companys objective to pursue growth that will serve to increase

returns while at the same time growth will not be pursued that could potentially compromise

the overall risk associated with Polonia Bancorps operations

Balance Sheet Trends

Table 1.1 shows the Companys historical balance sheet data for the past five and one-

quarter years From year end 2007 through year March 31 2012 Polonia Bancorps assets

increased at 6.3% annual rate The acquisition of Earthstar Bank accounted for most of the

Companys asset growth during the period which added approximately $67 million to the

Companys assets in 2010 After fair value adjustments the increase in assets recorded by the

Company from the acquisition of Earthstar Bank was $64.8 million The Company also received

$30.5 million of cash in connection with the acquisition of Earthstar Bank Asset growth was

primarily funded by deposit growth most of which was related to the approximately $90 million

of deposits assumed in the acquisition of Earthstar Bank summary of Polonia Bancorps key

operating ratios for the past three and one-quarter years is presented in Exhibit 1-3

Polonia Bancorps net loan portfolio increased at 1.3% annual rate from year end 2007

through March 31 2012 Loan growth in 2010 was supported by the acquisition of the Earthstar

Bank loans which was partially offset by decrease in the loans receivable portfolio In 2011

and the first quarter of 2012 the decline in net loans was primarily due to decrease in loans

receivable and to lesser extent decrease in covered loans Over the past five and one

quarter years the Companys loans receivable portfolio declined from peak balance of $164.8

million at year end 2008 to $122.2 million at March 31 2012 The Company also maintained

$24.4 million of covered loans at March 31 2012 Overall after taking into account the covered
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Table 1.1

Polonia Bancorp Inc

1-tistorical Balance Sheet Data

12131/07-

03/31112

At Year Ended December31 2011 At March 31 Annual
2007 2008 2009 2010 2011 2012 Growth Rate

Amount çjfj Amount 1fl Amount u1I Amount çffl Amount EciLfl

$000 $000 $000 $000 $000 $000

Total Amount ot

Assets $200597 10000% $220236 100.00% $218071 10000% $298829 100.00% $265050 100.00% $259964 100.00% 6.29%
Cash and cash equivalents 3826 1.91% 4671 212% 8427 3.86% 54005 18.07% 17416 6.57% 22017 8.47% 50.95%

Investment secunties 45585 22.87% 37789 17.16% 44382 20.35% 53478 17.90% 73945 27.90% 72158 27.76% 11.24%

Netloans2 137260 68.44% 163759 74.36% 150177 68.87% 170473 5705% 153352 57.86% 145171 55.84% 1.32%

FHLB stock 1271 0.63% 2279 1.03% 2279 1.05% 3466 1.16% 2823 1.07% 2661 1.03% 19.20%

Bank-ownedlifeirisurance 4173 2.08% 3936 1.79% 4053 1.86% 4140 1.39% 4200 1.56% 4211 1.62% 0.21%

FDIC indemnification asset 0.00% 000% 0.00% 5397 81% 5219 97% 5129 97% NM

Deposits $163217 81.37% $164586 74.73% $164207 75.30% $239706 80.22% $203016 76.60% $203175 78.16% 5.29%

Borrowings 10098 503% 28553 1296% 26474 12.14% 28426 9.51% 31091 11.73% 25946 9.98% 24.86%

Equity $23994 11.96% $23604 10.72% $23845 10 93% $27260 9.12% $27638 10 43% $27833 10.71% 3.55%

Loans/Deposits 84.11% 99.50% 91 .46% 71.12% 75.54% 7145%

Full Service Offices

Ratios are as percent of ending assets

Includes $32.8 million $25.7 million and $24.4 million of covered loans at December 31 2010 December 31 2011 and March 31 2012 respectively

Souces Polonia Bancorps prospectus audited and unaudited financial statements and RP Financial calculations
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loans the concentration of net loans comprising assets decreased from 68.4% at year end 2007

to 55.8% at March 31 2012

Trends in the Companys loans receivable portfolio composition show little variation over

the past five and one-quarter years with the loan portfolio remaining concentrated in 1-4 family

permanent mortgage loans throughout the period One-to-four family permanent mortgage

loans comprised 87.0% of loans receivable excluding covered loans at March 31 2012 versus

87.4% of loans receivable at year end 2007 Commercial real estate/multi-family loans

constitute the primary area of lending diversification for the Company comprising 6.2% and

7.1% of total loans receivable at March 31 2012 and December 31 2007 respectively Other

areas of lending diversification for the Company include home equity loans and lines of credit

and consumer loans Home equity loans and lines of credit accounted for 3.8% of the loans

receivable portfolio at March 31 2012 versus 3.9% at year end 2007 Consumer loans

inclusive of non-covered purchased consumer loans comprised 3.1% of loans receivable at

March 31 2012 and 1.6% of loans receivable at year end 2007 The Company maintained

$24.4 million of covered loans at March 31 2012 which consisted of $13.8 million or 56.4% of

1-4 family permanent mortgage loans $10.5 million or 43.2% of commercial real estate/multi

family loans and $117000 or 0.5% of commercial business loans

The intent of the Companys investment policy is to provide adequate liquidity and to

generate favorable return within the context of supporting Polonia Bancorps overall credit and

interest rate risk objectives It is anticipated that proceeds retained at the holding company level

will primarily be invested into investments with short-term maturities Over the past five and

one-quarter years the Companys level of cash and investment securities inclusive of FHLB

stock ranged from low of 20.3% of assets at year end 2008 to high of 37.3% of assets at

March 31 2012 Cash and investments increased significantly in 2010 in connection with the

acquisition of Earthstar Bank Since year end 2010 the cash realized from the Earthstar Bank

acquisition was mostly redeployed into investments and to fund deposit run-off The Company

also paid down borrowings in the first quarter of 2012 Mortgage-backed securities have

consistently comprised the major portion of the Companys investment holdings over the past

five and one-quarter years and are generally purchased as means to deploy excess liquidity at

more favorable yields than other investment alternatives that are consistent with Polonia

Bancorps investment philosophy The mortgage-backed securities portfolio consists of

securities that are guaranteed or insured by GSEs As of March 31 2012 the mortgage-backed

securities portfolio totaled $65.1 million Mortgage-backed securities maintained as held to
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maturity equaled $55.6 million at March 31 2012 with the remaining $9.5 million of the portfolio

maintained as available for sale As of March 31 2012 the net unrealized gain on the available

for sale mortgage-backed securities portfolio equaled $508000 Beyond the mortgage-backed

securities portfolio investment securities held by the Company at March 31 2012 consisted of

$7.0 million of corporate debt securities which had net unrealized gain of $37000 at March

31 2012 Exhibit 1-4 provides historical detail of the Companys investment portfolio Other

investments held by Company at March 31 2012 consisted of $2.7 million of FHLB stock The

Company also held cash and cash equivalents amounting to $22.0 million or 8.5% of assets at

March 31 2012 which was above historical levels typically maintained by the Company

The Company also maintains an investment in bank-owned life insurance BOLl

policies which cover the lives of the Companys three executive officers The purpose of the

investment is to provide funding for the benefit plans of the covered individuals The life

insurance policies earn tax-exempt income through cash value accumulation and death

proceeds As of March 31 2012 the cash surrender value of the Companys BOLl equaled

$4.2 million

As of March 31 2012 the balance of the FDIC indemnification asset recorded in

connection with the acquisition of Earthstar Bank was $5.1 million or 2.0% of assets The

Company will review and update the fair value of the asset prospectively as loss estimates

related to covered loans change The ultimate realization of the FDIC indemnification asset

depends on the performance of the underlying covered assets the passage of time and claims

paid by the FDIC

Over the past five and one-quarter years Polonia Bancorps funding needs have been

addressed through combination of deposits borrowings and internal cash flows From year

end 2007 through March 31 2012 the Companys deposits increased at 5.3% annual rate

The substantial portion of the deposit growth was realized through the deposits assumed in

connection with the acquisition of Earthstar Bank with the fair value of deposits assumed

totaling $90.6 million Total deposits increased from $164.2 million at year end 2009 to $239.7

million at year end 2010 as the deposits assumed from the Earthstar acquisition were partially

offset by deposit run-off Additional deposit run-off was experienced during 2011 primarily

consisting of maturing COs and money market deposits that were assumed from the Earthstar

Bank acquisition The Company elected not to match higher rates offered in the marketplace to

facilitate deposit run-off of deposits that were earning relatively high rates assumed from the

Earthstar Bank acquisition Total deposits equaled $203.2 million or 78.2% of assets at March



R1 Financial LC OVERVIEW AND FINANCIAL ANALYSIS

31 2012 CDs accounted for 53.3% of total deposits at March 31 2012 versus 52.1% of total

deposits at year end 2009

Borrowings serve as an alternative funding source for the Company to address funding

needs for growth and to support management of deposit costs and interest rate risk From year

end 2007 through March 31 2012 borrowings increased at an annual rate of 24.9% The

relatively high growth rate reflected for borrowings was largely related to the modest balance of

borrowings maintained at year end 2007 The Companys utilization of borrowings reached

peak balance of $31.1 million or 11.7% of assets at December 31 2011 and then declined to

$25.9 million or 10.0% of assets at March 31 2012 Borrowings held by the Company at March

31 2012 consisted entirely of FHLB advances

The Companys equity increased at 3.6% annual rate from year end 2007 through

March 31 2012 which was mostly attributable to acquisition related gains recorded in 2010

Capital growth did not keep pace with asset growth over the past five and one-quarter years

which provided for decrease in the Companys equity-to-assets ratio from 12.0% at year end

2007 to 10.7% at March 31 2012 All of the Companys capital is tangible capital Polonia

Bank maintained capital surpluses relative to all of its regulatory capital requirements at March

31 2012 The addition of stock proceeds will serve to strengthen the Companys capital

position as well as support growth opportunities At the same time Polonia Bancorps ROE will

initially be depressed following its stock conversion as the result of the significant increase that

will be realized in the Companys pro forma capital position

Income and Expense Trends

Table 1.2 shows the Companys historical income statements for the past five years and

for the twelve months ended March 31 2012 The Companys reported earnings over the past

five and one-quarter years ranged from net loss of $325000 or 0.17% of average assets in

2007 to net income of $3.2 million or 1.44% of average assets in 2010 For the twelve months

ended March 31 2012 the Company reported net income of $481000 or 0.18% of average

assets The relatively high earnings reported for 2010 were supported by acquisition related

gains which are not viewed as part of the Companys core or recurring earnings Net interest

income and operating expenses represent the primary components of the Companys recurring

earnings Revenues derived from sources of non-interest operating income have been

relatively limited contributor to the Companys earnings Favorable credit quality measures
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Table 1.2

Polonia Bancorp Inc

Historical Income Statements

Ratios are as percent of average assets

Assumes 40.0% effective tax rate

Expense coverage ratio calculated as net interest income before provisions for oan losses divided by operating expenses

Efficiency ratio calculated as operating expenses divided by the sum of net interest income before provisions for loan losses plus other income excluding net gains

1.10

Interest income

Interest expense

Net interest income

Provision for loan losses

Net interest income after provisions

Other operating income

Operating expense

Net operating income

Non-Operating Income

Investment securities gains losses net

Gain on sale of loans

Acquisition related gains

Net non-operating income

Net income before tax

Income tax provision

Net income loss

Adiusted Earnings

Net income

AddDeduct Net gain/loss on sale

Tax effect

Adjusted earnings

Expense Coverage Ratio

Efficiency Ratio

For the Year Ended December 31 For the 12 months

Ended 03/31/122007

Amount çfl
2008 2009 2010

Amount cj1j
2011

Amount jj Amount Amount fl Amount QtW
$000 $000 $000 $000 $000 $000

$10297 5.24% $11069 5.24% $10707 4.83% $9845 4.48% $11421 4.17% $11205 4.22%

5.639 -2.87% 5312 -2.51% 5000 -2.26% 3675 -1.67% 389 -1.24% 3.236 -1.22%

$4658 2.37% $5757 2.72% $5707 2.58% $6170 2.80% $8032 2.93% $7969 3.00%

jj -0.02% -0.04% -0.11% Q.Q j44Q -0.16% 4j -0.19%

$4627 2.36% $5672 2.65% $5455 2.46% $6285 2.86% $7592 2.77% $7465 2.81%

$761 0.39% $373 0.18% $670 0.30% $850 0.39% $753 0.27% $794 0.30%

5.878 -2.99% 6101 -2.89% 6.5 -2.96% 7.645 -3.48% L8.595 -3.14% 8.522 -3.21%

$490 -0.25% $56 -0.03% $434 -0.20% $510 -0.23% $250 -0.09% $263 -0.10%

0.00% 411 -0.19% $486 0.22% $294 0.13% $254 0.09% $254 0.10%

0.00% 123 0.06% 288 0.13% 366 0.17% 456 0.17% 598 0.23%

QQ 4600 QQQ
$0 0.00% $288 -0.14% $774 0.35% $5260 2.39% $710 0.26% $852 0.32%

$490 -0.25% $344 -0.16% $340 0.15% $4750 2.16% $460 0.17% $589 0.22%

165 0.08% 98 005% 0.00% 1586 -0.72% fj -0.02% UQ -0.04%

$325 -0.17% $246 -0.12% $331 0.15% $3164 1.44% $399 0.15% $481 0.18%

$325 -0.17% $246 -0.12% $331 0.15% $3164 1.44% $399 0.15% $481 0.18%

0.00% 288 0.14% 774 -0.35% 5260 -2.39% 710 -0.26% 852 -0.32%

QQi Lt -0.05% 1Q i4/ 1Q4 QYs 4i Q1
$325 -0.17% $73 -0.03% $133 -0.06% $8 0.00% $27 -0.01% $30 -0.01%

0.79 0.94 0.57 0.81 0.93 0.93

108.3% 99.5% 102.9% 109.0% 98.1% 97.3%

Sources Polonia Bancorps prospectus audited unaudited financial statements and RP Financial calculations
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have served to limit the amount of loan loss provisions established over the past five and one-

quarter years With the exception of acquisition related gains realized from the acquisition of

Earthstar Bank in 2010 gains and losses have been relatively minor factor in the Companys

earnings over the past five and one-quarter years

Over the past five and one-quarter years the Companys net interest income to average

assets ratio ranged from low of 2.37% during 2007 to high of 3.00% during the twelve

months ended March 31 2012 The comparatively higher net interest income ratios reported

since 2009 have been facilitated by wider yield-cost spreads as the decline in short-term

interest rates and resulting steeper yield curve has provided for more significant decline in the

Companys funding costs relative to less rate sensitive interest-earning asset yields Deposit

run-off consisting primarily of relatively higher costing CD5 and money market deposits also

contributed to reducing the Companys cost of funds The Companys interest rate spread

equaled 3.01% during the first quarter of 2012 versus an interest rate spread of 2.55% during

2009 The Companys net interest rate spreads and yields and costs for the past three and one-

quarter years are set forth in Exhibits 1-3 and 1-5

Non-interest operating income has been fairly stable and somewhat of limited

contributor to the Companys earnings reflecting the Companys limited diversification into

products and services that generate sources of non-interest operating income Throughout the

period shown in Table 1.2 sources of non-interest operating income ranged from low of

0.18% of average assets during 2008 to high of 0.39% of average assets during 2007 and

2009 For the twelve months ended March 31 2012 the Company reported non-interest

operating income of $794000 or 0.30% of average assets Rental income and service fees on

deposit accounts constitute the largest sources of non-interest operating income for the

Company

Operating expenses represent the other major component of the Companys earnings

ranging from low of 2.89% of average assets during 2008 to high of 3.48% of average

assets during 2010 For the twelve months ended March 31 2012 operating expenses equaled

$8.5 million or 3.21% of average assets The increase in operating expenses reported for 2010

was mostly related to the Companys investment in subsidiary established to manage and

dispose of foreclosed real estate Operating expenses were higher during 2011 compared to

2010 which was mostly related to an increase in compensation and employee benefits primarily

resulting from the acquisition of Earthstar Bank The increase in operating expenses for 2011

was partially offset by the decrease in expense related to the Companys investment in
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subsidiary to manage and dispose of foreclosed real estate Overall the Companys has

maintained relatively high levels of operating expenses for an institution that has maintained

traditional thrift operating strategy as reflected by loan portfolio concentrated in 1-4 family

permanent mortgage loans and limited diversification of products and services that generate

revenues from sources of non-interest operating income Upward pressure will be placed on

the Companys operating expense ratio following the second-step offering due to additional

stock benefit plan expenses At the same the increase in capital realized from the stock

offering will increase the Companys capacity to leverage operating expenses through more

aggressive growth of the balance sheet

Overall the general trends in the Companys net interest margin and operating expense

ratio since 2007 reflect slight increase in core earnings as indicated by the Companys

expense coverage ratio net interest income divided by operating expenses Polonia Bancorps

expense coverage ratio equaled 0.79 times during 2007 versus ratio of 0.93 times during the

twelve months ended March 31 2012 The increase in the expense coverage ratio resulted

from an increase in the net interest income ratio which was partially offset by less significant

increase in the operating expense ratio Similarly Polonia Bancorps efficiency ratio operating

expenses net of amortization of intangibles as percent of the sum of net interest income and

other operating income of 108.3% for 2007 was less favorable than its efficiency ratio of 97.3%

for the twelve months ended March 31 2012

During the period covered in Table 1.2 maintenance of generally favorable credit quality

measures served to limit the impact of loan loss provisions on the Companys earnings Over

the past five and one-quarter years loan loss provisions established by the Company ranged

from recovery of 0.05% of average assets during 2010 to high of 0.19% of average assets

during the twelve months ended March 31 2012 As of March 31 2012 the Company

maintained loan loss allowances of $1.1 million which included an allocation of $73000 to

covered loans of $24.4 million Exhibit 1-6 sets forth the Companys loan loss allowance activity

during the past five and one-quarter years

Non-operating income over the past five and one-quarter years has primarily consisted

of gains and losses on the sale of investment securities and gains on the sale of loans Overall

non-operating income ranged from net loss of 0.14% of average assets during 2008 to net

gains equal to 2.39% of average assets during 2010 The net gains for 2010 included

acquisition related gains of $4.6 million or 2.09% of average assets For the twelve months

ended March 31 2012 the Company reported net gains of $852000 or 0.32% of average
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assets The net gains for the most recent twelve month period consisted of gains on the sale of

loans and investment securities of $598000 and $254000 respectively Loan sale gains

reflect the sale of fixed rate 1-4 family loan originations to the secondary market for purposes of

interest rate risk management and therefore represent an ongoing activity for the Company

Comparatively the other components of the Companys non-operating income are viewed as

non-recurring income items However gains realized through secondary market activities are

subject to certain degree of volatility as well given the dependence of such gains on the

interest rate environment and the strength of the regional housing market

The Companys effective tax rate ranged from low of 2.65% during 2009 to high of

33.67% during 2007 As set forth in the prospectus the Companys marginal effective statutory

tax rate is 40.0%

Interest Rate Risk Management

The Companys balance sheet is liability-sensitive in the short-term less than one year

and thus the net interest margin will typically be adversely affected during periods of rising and

higher interest rates as well as in the interest rate environment that generally prevailed during

2007 in which the yield curve was flat or inverted Comparatively the Companys interest rate

spreads will tend to benefit when short-term interest rates decline and the yield curve steepens

As of March 31 2012 Net Portfolio Value NPV analysis indicated that 2.0% instantaneous

and sustained increase in interest rates would result in 17% decline in Polonia Bancorps NPV

see Exhibit 1-7

The Company pursues number of strategies to manage interest rate risk particularly

with respect to seeking to limit the repricing mismatch between interest rate sensitive assets

and liabilities The Company manages interest rate risk from the asset side of the balance

sheet through selling online originations of fixed rate 1-4 family loans generated through the

Internet investing in certain securities that mature or reprice within five years maintaining

portion of the investment portfolio as available for sale and diversifying into other types of

lending beyond 1-4 family permanent mortgage loans which consists primarily of shorter term

fixed rate loans or balloon loans As of March 31 2012 ARM loans comprised 10.7% of total

loans due after March 31 2013 see Exhibit I-B On the liability side of the balance sheet

management of interest rate risk has been pursued through utilizing FHLB advances with initial

maturities out to ten years and emphasizing growth of lower costing and less interest rate
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sensitive transaction and savings account deposits Transaction and savings account deposits

comprised 46.7% of the Companys deposit composition at March 31 2012

The infusion of stock proceeds will serve to further limit the Companys interest rate risk

exposure as most of the net proceeds will be redeployed into interest-earning assets and the

increase in the Companys capital position will lessen the proportion of interest rate sensitive

liabilities funding assets

Lending Activities and Strategy

Polonia Bancorps lending activities have traditionally emphasized 1-4 family permanent

mortgage loans and such loans continue to comprise the major portion of the Companys loan

portfolio Beyond 1-4 family loans lending diversification by the Company has emphasized

commercial real estate/multi-family loans followed by home equity loans and lines of credit

Other areas of lending diversification for the Company have been limited to consumer loans

which primarily consist of education loans The Company also holds small amount of

commercial business loans which were loans acquired from Earthstar Bank Going forward

the Companys lending strategy is to remain primarily 1-4 family lender with areas of lending

diversification continuing to emphasize commercial real estatelmulti-family loans and home

equity loans and lines of credit Exhibit 1-9 provides historical detail of Polonia Bancorps loan

portfolio composition over the past five and one-quarter years and Exhibit 1-10 provides the

contractual maturity of the Companys loan portfolio by loan type as of March 31 2012

Polonia Bancorp currently only offers fixed rate loans for 1-4 family permanent mortgage

loans with terms ranging from 10 to 30 years Loan originations are generally underwritten to

secondary market guidelines The Companys current philosophy is to sell loans generated

online through Internet mortgage loan sites and to retain loans generated through walk-in

customers Loans are typically sold with servicing released As of March 31 2012 the

Companys outstanding balance of 1-4 family loans equaled $120.0 million or 81.9% of total

loans outstanding and included $13.8 million of covered loans

The Companys 1-4 family lending activities include home equity loans and lines of

credit Home equity loans are originated as fixed rate loans for terms of up to 15 years Home

equity lines of credit are tied to the prime rate as published in The Wall Street Journal and are

offered for terms of up to 25 years with maximum ten year draw period The Company will

originate home equity loans and lines of credit up to maximum loan-to value LTV ratio of
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80.0% inclusive of other liens on the property As of March 31 2012 the Companys

outstanding balance of home equity loans and lines of credit totaled $4.6 million or 3.1% of total

loans outstanding

The balance of the mortgage loan portfolio consists of commercial real estate and multi

family loans which are collateralized by properties in the Companys regional lending area

Polonia Bancorp originates commercial real estate and multi-family loans up to maximum LW

ratio of 80.0% and requires minimum debt-coverage ratio of 1.25 times Loan terms typically

provide for up to 25 year amortizations with five year repricing term and 15 year balloon

provision Properties securing the commercial real estate loan portfolio include apartment

buildings and mix-use properties Most of the commercial real estate and multi-family loans

held in the Companys loan portfolio consist of loan participations that were purchased from

other local financial institutions The purchased loan participations are subjected to the same

underwriting criteria as loans originated by the Company As of March 31 2012 the Companys

outstanding balance of multi-family and commercial real estate loans totaled $18.1 million equal

to 12.3% of total loans outstanding and included $10.5 million of covered loans

Except for the Earthstar Bank commercial business loans that were acquired by the

Company the Companys diversification into non-mortgage loans has been limited to consumer

loans Commercial business loans acquired by the Company are covered loans and amounted

to $117000 at March 31 2012

Beyond home equity loans and home equity lines of credit education loans constitute

the major portion of the Companys consumer loan portfolio Education loans are offered to

students of Pennsylvania colleges and universities and are 100% guaranteed by the state of

Pennsylvania As of March 31 2012 the Company held $2.8 million of education loans The

Company has stopped offering education loans and thus the portfolio of education loans will

gradually pay down The balance of the consumer loan portfolio consists substantially of

various types of installment loans and loans secured by deposits most of which were non

covered loans of Earthstar Bank that were acquired by the Company As of March 31 2012

the consumer loan portfolio exclusive of home equity loans and lines of credit totaled $3.8

million or 2.6% of total loans outstanding and included $972000 of non-covered purchased

loans
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Asset Quality

The Companys historical 1-4 family lending emphasis and lending in local and familiar

markets have supported the maintenance of relatively favorable credit quality measures even

as credit market conditions have experienced significant deterioration in recent years Over the

past five and one-quarter years Polonia Bancorps balance of non-performing assets ranged

from low of 0.11% of assets at year end 2007 to high of 1.26% of assets at year end 2009

The Company held $2.9 million of non-performing assets at March 31 2012 equal to 1.11% of

assets As shown in Exhibit I-i non-performing assets at March 31 2012 consisted of $2.5

million of non-accruing loans and $352000 of other real estate owned OREO One-to-four

family loans accounted for the largest portion of the non-accruing loan balance at March 31

2012 followed by multi-family and commercial real estate loans

To track the Companys asset quality and the adequacy of valuation allowances Polonia

Bancorp has established detailed asset classification policies and procedures which are

consistent with regulatory guidelines Classified assets are reviewed monthly by senior

management and the Board Pursuant to these procedures when needed the Company

establishes additional valuation allowances to cover anticipated losses in classified or non-

classified assets As of March 31 2012 the Company maintained allowance for loan losses of

$1.1 million equal to 0.79% of net loans receivable and 45.21% of non-performing loans

Funding Composition and Strateq

Deposits have consistently served as the Companys primary funding source and at

March 31 2012 deposits accounted for 88.7% of Polorila Bancorps interest-bearing funding

composition Exhibit 1-12 sets forth the Companys deposit composition for the past three and

one-quarter years CDs constitute the largest concentration of the Companys deposit

composition with the concentration of CDs comprising total deposits remaining at fairly stable

level over the past three and one-quarter years As of March 31 2012 the CD portfolio totaled

$108.3 million or 53.3% of total deposits versus comparable measures of $85.5 million and

52.1% of total deposits at year end 2009 CDs with scheduled maturities of one year or less

comprised 55.9% of the Companys CDs at March 31 2012 Exhibit 1-13 sets forth the maturity

schedule of the Companys CDs as of March 31 2012 As of March 31 2012 jumbo CDs CD
accounts with balances of $100000 or more amounted to $39.8 million or 36.8% of total CDs

Historically the Company has not utilized brokered CDs as funding source
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The Company maintained $94.9 million of savings and transaction account deposits at

March 31 2012 which equaled 46.7% of total deposits Comparatively core deposits equaled

$78.7 million or 47.9% of total deposits at year end 2009 Since year end 2009 money market

account deposits have been the primary source of the Companys core deposit growth Most of

money market deposit growth was related to deposits assumed in the Earthstar Bank

acquisition Money market account deposits comprise the largest concentration of the

Companys core deposits and as of March 31 2012 money market account deposits equaled

$42.7 million or 45.0% of total core deposits

Borrowings serve as an alternative funding source for the Company to facilitate

management of funding costs and interest rate risk The Company maintained $25.9 million of

borrowings at March 31 2012 with weighted average rate of 2.82% Borrowings held by the

Company at March 31 2012 consisted entirely of FHLB advances with remaining terms out to

2018 Exhibit 1-14 provides further detail of the Companys borrowings activities during the past

three and one-quarter years

Subsidiaries

Polonia Bancorps only direct subsidiary is Polonia Bank Polonia Bank has two wholly-

owned subsidiaries

Polonia Bank Mutual Holding Company PBMHC PBMHC Delaware corporation

was formed in 1997 to hold certain assets and conduct certain investment activities of Polonia

Bank

Community Abstract Agency LLC Community Abstract Community Abstract

Pennsylvania limited liability company was formed in 1999 to provide title insurance services

Lecal Proceedins

The Company is not currently party to any pending legal proceedings that the

Companys management believes would have material adverse effect on the Companys

financial condition results of operations or cash flows
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Introduction

Headquartered in Huntingdon Valley Pennsylvania Polonia Bancorp serves southeastern

Pennsylvania through the main office and six branch offices On December 10 2010 Polonia

Bancorp completed the acquisition of Earthstar Bank state chartered bank headquartered in

Southampton Pennsylvania All four of Earthstar Banks banking offices were reopened as

branches of Polonia Bank In May 2011 the Company consolidated one of its branches located in

Philadelphia County into an Earthstar Bank branch and consolidated one of Earthstar Banks

branches located in Bucks County into its main office The Companys current branch network

covers two-county market area of Philadelphia County and Montgomery County The main office

is maintained in Montgomery County and the six branch offices are maintained in Philadelphia

County All of the Companys branches fall within the Philadelphia MSA Metropolitan Statistical

Area Exhibit Il-I provides information on the Companys office facilities

The Philadelphia MSA is the nations sixth largest metropolitan area in terms of total

population Based on 2011 census data the Philadelphia MSA population was estimated at 6.0

million The two counties served by the Companys branches had total population of

approximately 2.3 million The Greater Philadelphia area economy is typical of the cities in the

northeast corridor where the traditional manufacturing-based economy has diminished and the

service sector has been the primary source of growth Overall the Philadelphia MSA maintains

fairly diversified economic base as traditional employers in the manufacturing and financial

services industry have been bolstered by growth in the life sciences and healthcare industries as

well as the information technology and communication sectors

Future growth opportunities for Polonia Bancorp depend on the future growth and stability

of the local and regional economy demographic growth trends and the nature and intensity of the

competitive environment These factors have been briefly examined to help determine the growth

potential that exists for the Company the relative economic health of the Companys market area

and the resultant impact on value
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National Economic Factors

The future success of the Companys operations is partially dependent upon various

national and local economic trends In assessing national economic trends over the past few

quarters manufacturing and non-manufacturing activity continued to expand in October 2011 but

at slower pace compared to September Jobs data for October continued to imply slow

recovery with 80000 jobs added and the unemployment rate ticking down to 9.0% Economists

had forecasted gain of 95000 jobs for October Retail sales and the index of leading economic

indicators both increased in October Sales of existing homes were also higher in October but

prices continued to decline as glut of foreclosures kept pressure on home prices An increase in

manufacturing activity during November and brighter jobs report for November provided further

evidence that the recovery was gaining momentum November employment data showed 120000

jobs were added and the unemployment rate declined to 8.6% However the pace of growth in the

service sector was slower in November and November retail sales showed only modest increase

from October Housing starts surged 9.3% in November which was fueled by construction of

apartments townhouses and other multi-family properties Increases in November durable-goods

orders and single-family home sales also suggested that the economy was improving

Manufacturing activity expanded at slightly higher rate in December as the index which

measures manufacturing activity reached six month high The pace of non-manufacturing

activity picked up as well in December Employers added 200000 jobs in December which

pushed the December unemployment rate down to 8.5% December was the third consecutive

month of retail sales showing slower growth and new home construction declined in December

Declining home prices and attractive mortgage rates supported gain in existing home sales for

December Comparatively sales of new homes declined in December and for all of 2011 new

home sales were the lowest since the Census Bureau began tracking such sales in 1963 more

positive economic outlook was indicated by the 3% increase in December durable-goods orders

and fourth quarter GDP increased at 2.8% annual rate subsequently revised up to 3.0% the

fastest pace since the second quarter of 2010

Economy data for the first month of 2012 generally reflected an improving economy

Manufacturing activity increased in January marking the 30 straight month of increased factory

activity January non-manufacturing activity showed healthy increase as well Employers added

243000 jobs in January which was more than expected and the unemployment rate for January

declined to 8.3% The January unemployment rate was the lowest since February 2009 Retail

sales were up slightly in January and industrial production was unchanged in January with both
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readings falling short of expectations Residential construction was up 1.5% in January but

remained low by historical standards Sales of existing homes also rose in January while new

home sales were down slightly in January but higher than year ago February data generally

pointed towards an improving economy as employment showed solid growth for the third straight

month and the February unemployment rate held steady at 8.3% The service industry grew at its

fastest pace in year in February while manufacturing activity continued to expand in February as

well but at slower rate compared to January February retail sales were up 1.1% from January

the biggest jump in five months New and existing home sales declined in February and residential

construction was down as well in February but permits for new residential construction in February

climbed to their highest level since October 2008 The pace of manufacturing activity picked up

steam in March while service activity expanded at slower rate in March Employers added

120000 jobs in March which was far less than expected and the March unemployment rate

dropped to 8.2% Retail sales showed healthy increase in March which was believed to be

supported by recent job growth and unseasonably mild weather throughout most regions of the

U.S Housing data for March was somewhat mixed but in general the recovery for housing

market remained slow and uneven New home construction was down in March while permits for

future building reached their highest level since September 2008 Similarly sales of existing

homes declined in March but pending home sales of existing homes were up in March First

quarter GDP increased at 2.2% annual rate versus 3.0% in the fourth quarter and below

expected growth of 2.5%

Manufacturing activity accelerated in April 2012 while April service sector activity

expanded at slightly lower rate in April Employment data for April showed decrease in hiring

for second straight month although the April unemployment rate fell to 8.1%

In terms of interest rates trends over the past few quarters the yield on the 10-year

Treasury remained below 2.0% at the start of the fourth quarter of 2011 and then edged above

2.0% heading into mid-October as signs of stronger growth eased concerns that the economy was

slipping back into recession Long-term Treasury yields stabilized for the balance of October and

then edged lower at the beginning of November as investors continued to be attracted to the

safety of U.S Treasury bonds The Federal Reserve concluded its early-November meeting by

keeping its target rate near zero but lowered its jobs forecast for 2012 Wholesale and consumer

prices edged down in October which served to ease inflation concerns and helped to keep

Treasury yields at historic lows with the 10-year Treasury yield hovering around 2.0% into late

November rise in consumer confidence in November and investors moving back into stocks
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pushed the yield on the 10-year Treasury back above 2.0% at the end of November Treasury

yields continued to edge higher at the start of December following the better-than-expected jobs

report for November Disappointing November retail sales and the Federal Reserves guarded

assessment of the economy helped to push the 10-year Treasury yield under 2.0% in mid-

December The Federal Reserve concluded its mid-December meeting by keeping its target rate

the same and reiterated that short-term rates are likely to stay near zero until mid-2013 Little

change in November wholesale and consumer prices indicated that inflation was slowing down

Data showing healthier economy and consumer confidence increasing to six month high

pushed the 10-year Treasury yield back up to 2.0% in late-December

Long-term Treasury yields remained fairly stable during the first half of January 2012 and

then declined on more signs of weaker than expected economic growth and Standard Poors

downgrade of Frances debt along with eight other euro-zone countries Low inflation reflected in

the December wholesale and retail prices along with the Federal Reserves announcement to

keep rates low at least through 2014 helped to keep long-term Treasury yields near historic lows

through the end of January Data that generally showed an improving economy in January

including better-than-expected jobs report for January pushed Treasury yields slightly higher in

early-February with the yield on the 10-year Treasury edging above 2.0% However investors

moved backed into the safety of U.S Treasury bonds heading into mid-February reflecting

renewed fears of Greek default and drop in consumer confidence during February Long-term

Treasury yields edged higher in mid-February as investors reacted to news of higher consumer

prices in January including an increase in core consumer prices The interest rate environment

remained fairly stable through the end of February and into early-March Investors moved out of

Treasury bonds in mid-March pushing yields to their highest level since October as signs of an

improving economy reduced prospects for another round of bond buying by the Federal Reserve

Treasury yields edged lower at the start of the second quarter of 2012 as the 10-year

Treasury yield declined to 2.0% in mid-April weaker than expected employment report for

March and mounting concerns about Europes debt problems were noted factors that pushed

investors back into U.S bonds Interest rates stabilized through the second half of April with the

yield on the 10-year Treasury remaining slightly below 2.0% for the balance of April The late-April

meeting of the Federal Reserve concluded with reaffirmation of their plan to keep short-term

interest rates near zero until late 2014 to support economic growth Disappointing job growth

reflected in the April employment data pushed Treasury yields lower in early-May As of May

2012 the bond equivalent yields for U.S Treasury bonds with terms of one and ten years equaled



RF Financial LC MARKET AREA
11.5

0.18% and 1.91% respectively versus comparable year ago yields of 0.19% and 3.25% Exhibit

11-2 provides historical interest rate trends

Based on the consensus outlook of economists surveyed by The Wall Street Journal in

April 2012 economic growth is expected to increase slightly in 2012 compared to 2011 The

economists forecasted GDP growth of 2.5% for 2012 compared to 1.6% for 2011 Most of the

economists expect that the unemployment rate will be at 7.9% by the end of 2012 and on

average 191000 jobs will be added per month over the next year On average the economists

did not expect the Federal Reserve to begin raising its target rate until late 2013 and the 10-year

Treasury yield would increase to 2.55% by the end of 2012 The surveyed economists also

forecasted home prices would be substantially unchanged in 2012 and housing starts would

increase slightly in 2012

Market Area DemoQraDhics

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 Polonia Bancorp see Table 2.1

Philadelphia County has larger population base and is more urban market compared to

Montgomery County with both counties experiencing an increase in population during the 2010 to

2011 period Philadelphia Countys population increased 0.5% during 2011 which was slightly

above the comparable Montgomery County growth rate of 0.3% Pennsylvanias population

increased by 0.3% during 2011 versus 0.6% population growth for the U.S Over the next five

years projected population growth rates showed slightly stronger growth for Montgomery County

and slightly slower growth for Philadelphia County compared to their respective growth rates for

2011 Population growth for Pennsylvania is projected to remain stable over the next five years

while the U.S population growth rate is projected to increase slightly Growth and projected

growth in households generally mirrored the population growth rates during the period covered in

Table 2.1 The slower demographic growth projected for Philadelphia County is characteristic

typical of mature densely populated markets throughout the Northeast Corridor

Median household and per capita income were significantly lower in Philadelphia County

compared to Montgomery County while Montgomery Countys measures were well above the

comparable measures for the U.S and Pennsylvania The greater wealth of the more suburban

Montgomery County market is consistent with national trends in which the white collar

professionals who work in the cities generally reside in the surrounding suburbs Additionally
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Table 2.1

Polonia Bancorp Inc

Summary Demographic/Economic Data

Year Growth Rate

2010 2011 2016 2010-2011 2011-2016

PODulation 000
United States 308746 310704 321315 0.6% 0.7%

Pennsylvania 12702 12736 12916 0.3% 0.3%

Montgomery County 800 802 821 0.3% 0.5%

Philadephia County 1526 1533 1549 0.5% 0.2%

Households 000
United States 116716 117458 121713 0.6% 0.7%

Pennsylvania 5019 5032 5121 0.3% 0.4%

Montgomery County 308 309 317 0.3% 0.5%

Philadelphia County 600 603 611 0.5% 0.3%

Median Household Income

United States 54442 50227 57536 -7.7% 2.8%

Pennsylvania 52723 49405 58149 -6.3% 3.3%

Montgomery County 80500 75872 85895 -5.7% 2.5%

Philadelphia County 41221 35418 41986 -14.1% 3.5%

Per Capita Income

United States 26739 26391 30027 -1.3% 2.6%

Pennsylvania 26585 26788 31059 0.8% 3.0%

Montgomery County 39859 37749 44120 -5.3% 3.2%

Philadelphia County 20987 20688 24099 -1.4% 3.1%

2011 Age Distribution 0-14 Yrs 15-34 Yrs 35-54 Yrs 55-69 Yrs 70 Yrs

United States 19.7 27.5 27.7 16.1 9.1

Pennsylvania 178 25.9 27.8 17.4 11.1

Montgomery County 18.6 24.0 29.4 16.9 11.0

Philadelphia County 18.4 33.5 25.1 14.2 8.7

Less Than $25000 to $50000 to

2011 HH Income Dist 25000 50000 100000 $100000

United States 24.7 25.1 30.4 19.9

Pennsylvania 24.8 25.6 31.4 18.2

Montgomery County 12.8 18.6 33.4 35.1

Philadelphia County 37.4 26.3 25.1 11.1

Source ERSI
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much of the growth in white collar jobs in the Philadelphia MSA has been occurring in suburban

markets Comparatively the lower per capita and median household income measures for

Philadelphia County reflect higher concentration of blue collar workers both skilled and unskilled

as well as some areas of poverty areas in the inner city While median household income and per

capita income figures for Montgomery County and Philadelphia County declined to various

degrees in 2011 both Montgomery County and Philadelphia County are projected to realize

increases in per household income and per capita income over the next five years The less

affluent nature of Philadelphia County is further implied by household income distribution

measures which show that in comparison to Montgomery County the U.S and Pennsylvania

Philadelphia County maintains much higher percentage of households with incomes of less than

$25000 and much lower percentage of households with incomes in the upper income brackets

Comparatively income distribution measures for Montgomery County reflected relatively high

concentration of households with incomes over $100000

Local Economy

Comparative employment data shown in Table 2.2 shows that employment in services

constituted the major source of jobs in both primary market area counties as well as for

Pennsylvania Government employment followed by wholesale/retail employment represented the

second and third largest employment sectors in Philadelphia County Comparatively

wholesale/retail employment followed by employment in finance/insurance/real estate represented

the second and third largest employment sectors in Montgomery County The manufacturing

industry once the backbone of the regional economy has generally experienced shrinking job

base reflecting trend of manufacturers moving out of urban markets particularly throughout the

Northeast Corridor

The market areas core industries have been described below

Financial Services In 2010 Greater Philadelphia had the 4th-highest concentration ratio

for financial activities employment among the nations largest metro areas number of Fortune

1000 banking and financial services companies operate in the area including all of the money

center banks

Bio-technoloqy and Pharmaceutical Industries The Philadelphia metropolitan area is one

of the leading regions of the world for biotech and pharmaceutical research and development

Among these are some of the worlds largest pharmaceutical companies including market leaders

such as GlaxoSmithkline Wyeth and AstraZerteca
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Table 2.2

Polonia Bancorp Inc

Primary Market Area Employment Sectors

Percent of Labor Force

Philadelphia Montgomery

Employment Sector Philadelphia County County

of Total Employment

Services 40.6% 52.9% 43.6%

Wholesale/Retail Trade 14.2% 9.1% 15.2%

Government 11.6% 14.6% 6.8%

Finance/Insurance/Real Estate 8.8% 7.8% 12.5%

Manufacturing 8.4% 3.6% 8.0%

Construction 5.2% 2.2% 5.0%

Transportation/Utility 3.9% 3.8% 2.3%

Arts/Entertainment/Rec 2.1% 2.3% 1.9%

Information 1.6% 1.9% 2.7%

Agriculture 1.0% 0.0% 0.1%

Other 2.5% 1.8% 2.0%

100.0% 100.0% 100.0%

Source Bureau of Economic Analysis 2009

Health Care Many of the same factors leading to the growth of the bio-tech and

pharmaceuticals industries have also made the market area center for health care In this

regard there are variety of primary and secondary health care facilities in the market area with

Crozer Keystone Health System and Mercy Health Corp being among the largest

Science and Technolocw The chemicals industry in greater Philadelphia is the fourth

largest in employment among the major metro areas The greater Philadelphia chamber of

commerce notes that more than 36000 greater Philadelphia residents are employed in science

and technology related jobs and the region ranks in the top 10 U.S metro areas in the number of

engineering degrees earned Furthermore the areas high concentration of major science

technology and large businesses that utilize technology e.g Lockheed Martin Boeing SAP SCT

GlaxoSmith Kline Merck the U.S Navy and others has created numerous spin-off business

opportunities supports cluster development and act as magnets for other companies to locate to

the market area

Table 2.3 lists the largest employers in the Greater Philadelphia region by number of

employees Growth sectors of the local economy included the life science and healthcare
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industries whose expansion has been fostered by the presence of major research universities and

highly educated technically proficient workforce Similarly those same factors have contributed

to growth in the information technology and communications industries

Table 2.3

Polonia Bancorp Inc

Market Area Largest Employers

Rank Company Industry Employees

School District of Philadelphia Public Administration 26000

Jefferson Health System Healthcare and Social Assistance 23000

University of Pennsylvania Educational Services 20000

University of Pennsylvania

Health System Healthcare and Social Assistance 14000

Merck Company Inc Manufacturing 12000

Supervalu Inc Acme Retail Trade 11500

Lockheed Martin Corporation Manufacturing 11500

Wal-Mart Retail Trade 11445

Catholic Health East Healthcare and Social Assistance 11339

10 UPS Transportation and Warehousing 10261

11 Christiana Care Health System Healthcare and Social Assistance 10000

12 Bank of America Corp Finance and Insurance 10000

13 Aramark Corp Administrative and Support Services 9532

14 Independence Blue Cross Finance and Insurance 9500

15 El Du Pont de Nemours Co Manufacturing 9500

16 Johnson Johnson Manufacturing 9328

17 Corn cast/Spectacor Information 9301

18 Verizon Communications Inc Information 9054

19 Childrens Hospital Healthcare and Social Assistance 9000

20 Virtua Health Healthcare and Social Assistance 8900

Source Greater Philadelphia Chamber of Commerce and Select Greater Philadelphia 2008

Real Estate Market

The Philadelphia housing market showed signs of picking up in the fourth quarter of 2011

with declining home prices supporting an increase in home sales However for all of 2011 home

sales and home prices were down compared to 2010 figures In 2011 home sales were down by

10.4% in Philadelphia County and 4.6% in Montgomery County while the median sales price of

homes sold showed decreases of 43% and 5.4% for Philadelphia County and Montgomery

County respectively
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Unemployment Trends

Unemployment trends for the primary market area counties and Pennsylvania are

displayed in Table 2.4 The data indicates that the March 2012 unemployment rate of 7.7% for

Pennsylvania was below the U.S unemployment rate of 8.9% March 2012 unemployment rates

for the primary market area counties were 6.8% in Montgomery County and 10.3% in Philadelphia

County Both of the primary market area counties recorded lower unemployment rates for March

2012 compared to the year ago period which paralleled the trends for Pennsylvania and the U.S

Table 2.4

Polonia Bancorp Inc

Unemployment Trends

March 2011 March 2012

Region Unemployment Unemployment

United States 10.2% 8.9%

Pennsylvania 8.2 7.7

Montgomery County 7.0 6.8

Philadelphia County 10.4 10.3

Unemployment rates have not been seasonally adjusted

Source U.S Bureau of Labor Statistics

Market Area Deposit Characteristics and Competition

The Companys retail deposit base is closely tied to the economic fortunes of southeastern

Pennsylvania and in particular the markets that are nearby to Polonia Bancorps office locations

Table 2.5 displays deposit market trends for the past four years for the Companys market area

counties as well as the state of Pennsylvania Consistent with the state of Pennsylvania

commercial banks maintained larger market share of deposits than savings institutions in both of

the Companys primary market area counties For the period covered in Table 2.5 savings

institutions experienced an increase in deposit market share in Montgomery County and

decrease in deposit market share in Philadelphia County From 2007 to 2011 annual deposit

growth rates for the primary market area counties ranged from negative 4.0% in Montgomery

County to positive 3.3% in Philadelphia County while statewide annual deposit growth equaled

3.7%

Polonia Bancorps largest holding and highest market share of deposits is in Philadelphia

County where the Company maintains all but one of its branches The Companys $130.3 million

of deposits at the Philadelphia County branches represented 0.3% market share of bank and
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thrift deposits at June 30 2011 In Montgomery County the Companys $87.8 million of deposits

represented 0.4% market share of bank and thrift deposits at June 30 2011 Over the four year

period the Company gained deposit market share in Montgomery County and maintained deposit

market share in Philadelphia County

Table 2.5

Polonla Bancorp Inc

Deposit Summary

As of June 30
2007 2011 Deposit

Market of Market of Growth Rate

Deposits Branches Deposits ranches 2007-2011

Dollars in Thousands

Stateof Pennsylvania 259411000 1000% 4758 300267000 100.0% 4711 3.7%

Commercial Banks 189718000 73.1% 3432 231733000 77.2% 3467 5.1%

Savings Institutions 69693000 26.9% 1326 68534000 22.8% 1244 -0.4%

Montgomery County 26557245 100.0% 370 22524368 100.0% 367 -4.0%

Commercial Banks 19263406 72.5% 238 14807704 65.7% 237 -6.4%

Savings Institutions 7293839 27.5% 132 7716664 34.3% 130 1.4%
Polonla Bancorp 45891 0.2% 87805 0.4% 17.6%

Philadelphia County 44758381 100.0% 346 51052.524 100.0% 329 3.3%

Commercial Banks 26608681 59.4% 197 35808929 70.1% 186 77%
Savings Institutions 18149700 40.6% 149 15243595 29.9% 143 -4.3%

Polonia Bancorp 122226 0.3% 130304 0.3% 1.6%

June 30 2011 data includes Earthstar Banks branches and deposits

Source FDIC

As implied by the Companys low market shares of deposits competition among financial

institutions in the Companys market area is significant Among the Companys Competitors are

much larger and more diversified institutions which have greater resources than maintained by

Polonia Bancorp Financial institution competitors in the Companys primary market area include

other locally based thrifts and banks as well as regional super regional and money center banks

From competitive standpoint Polonia Bancorp has sought to emphasize its community

orientation in the markets served by its branches Table 2.6 lists the Companys largest

competitors in the two counties that are served by its branch network based on deposit market

share at June 30 2011 as noted parenthetically The Companys market rank has also been

provided in Table 2.6
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Table 2.6

Polonia Bancorp Inc

Market Area Deposit Competitors

Location Name

Montgomery County Wells Fargo Bank 15.5%
TD Bank NA 14.4%
Citizens Bank of PA 12.6%
PNC Bank NA 7.9%
Polonia Bancorp 0.4% Rank of 29

Philadelphia County Wells Fargo Bank 31.7%
Citizens Bank of PA 17.0%
PNC Bank NA 14.1%
Bank of America 11.2%
Polonia Bancorp 0.3% Rank of 23

Source FDIC
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III PEER GROUP ANALYSIS

This chapter presents an analysis of Polonia 6ancorps operations versus group of

comparable savings institutions the Peer Group selected from the universe of all publicly-

traded savings institutions in manner consistent with the regulatory valuation guidelines The

basis of the pro forma market valuation of Polonia Bancorp 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 Polonia Bancorp key

areas examined for differences are financial condition profitability growth and viability of

earnings asset growth primary market area dividends liquidity of the shares marketing of the

issue management and effect of government regulations and regulatory reform

Peer Group Selection

The Peer Group selection process is governed by the general parameters set forth in the

regulatory valuation guidelines Accordingly the Peer Group is comprised of only those

publicly-traded savings institutions whose common stock is either listed on national exchange

NYSE or AMEX or is NASDAQ listed since their stock trading activity is regularly reported

and generally more frequent than non-publicly traded and closely-held institutions Institutions

that are not listed on national exchange or NASDAQ are inappropriate since the trading

activity for thinly-traded or closely-held stocks is typically highly irregular in terms of frequency

and price and thus may not be 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 recent listing of the universe of all publicly-

traded savings institutions is included as Exhibit Ill-I

Ideally the Peer Group which must have at least 10 members to comply with the

regulatory valuation guidelines should be comprised of locally- or regionally-based institutions

with comparable resources strategies and financial characteristics There are approximately

132 publicly-traded institutions nationally and thus it is typically the case that the Peer Group

will be comprised of institutions with relatively comparable characteristics To the extent that

differences exist between the converting institution and the Peer Group valuation adjustments

will be applied to account for the differences Since Polonia Bancorp will be full public
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company upon completion of the second-step offering we considered only full public companies

to be viable candidates for inclusion in the Peer Group From the universe of publicly-traded

thrifts we selected ten institutions with characteristics similar to those of Polonia Bancorp In

the selection process we applied two screens to the universe of all public companies that

were eligible for consideration

Screen Mid-Atlantic institutions with assets between $200 million and $25
million tangible eguity-to-assets ratios of greater than 6.5% and positive core

earninqs Six companies met the criteria for Screen and all six were included

in the Peer Group Alliance Bancorp Inc of Pennsylvania Colonial Financial

Services of New Jersey FedFirst Financial Corporation of Pennsylvania OBA
Financial Services of Maryland Standard Financial Corp of Pennsylvania and

WVS Financial Corp of Pennsylvania Exhibit JJJ-2 provides financial and public

market pricing characteristics of all publicly-traded Mid-Atlantic thrifts

Screen Midwest institutions with assets between $200 million and $625

million tangible eguity-to-assets ratios of greater than 6.5% and positive core

earnings Nine companies met the criteria for Screen and four were included

in the Peer Group First Federal of Northern Michigan Bancorp of Michigan

Jacksonville Bancorp of Illinois River Valley Bancorp of Indiana and Wolverine

Bancorp Inc of Michigan For purposes of enhancing the comparability of the

Peer Group companies to Polonia Bancorp the five companies excluded from

the Group were the five largest companies that met the selection criteria for

Screen2 -- First Capital Inc of Indiana First Clover Leaf Financial Corp of

Illinois First Savings Financial Group of Indiana IF Bancorp Inc of Illinois and

Wayne Saving Bancshares of Ohio IF Bancorp was also excluded due to its

status as recent conversion which was completed in July 2011 Exhibit 111-3

provides financial and public market pricing characteristics of all publicly-traded

Midwest thrifts

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

and Exhibit 111-4 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

differences between the Peer Group companies and Polonia Bancorp we believe that the Peer

Group companies on average provide good basis for valuation subject to valuation

adjustments The following sections present comparison of Polonia Bancorps 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

summary description of the key comparable characteristics of each of the Peer Group

companies relative to Polonia Bancorps characteristics is detailed below
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Table 3.1

Peer Group of Publicly-Traded Thrifts

May 2012

Operating Total Fiscal Cony Stock Market

Ticker Financial Institution Exchange Primary Market Strategy1 Assets2 Offices Year Ece Value

$Mil

COBK Colonial Financial Serv Of NJ NASDAQ Bridgeton NJ Thrift $604 12-31 07/10 $12.88 $51

ALLB Alliance Bancorp Inc of PA NASDAQ BroomaU PA Thrift $470 12-31 01/11 $11.65 $64

STND Standard Financial Corp of PA NASDAQ Monroeville PA Thrift $437 12 09-30 10/10 $16.75 $57
RIVR River Valley Bancorp of IN NASDAQ Madison IN Thrift $407 10 12-31 12/96 $15.80 $24

OBAF OBA Financial Serv Inc of MD NASDAQ Germantown MD Thrift $382 06-30 01/10 $15.15 $63

FFCO FedFirst Financial Corp of PA NASDAQ Monessen PA Thrift $335 12-3 09/10 $14.30 $42

JXSB Jacksonville Bancorp Inc of IL NASDAQ Jacksonville IL Thrift $307 12-31 07/10 $16.45 $32

WBKC Wolverine Bancorp Inc of Ml NASDAQ Midland MI Thrift $294 12-31 01/11 $15.98 $40

WVFC WVS Financial Corp of PA NASDAQ Pittsburgh PA Thrift $254 06-30 11/93 $7.54 $16

FFNM First Federal of Michigan of MI NASDAQ Alpena MI Thrift $217 12-31 04/05 $3.75 $11

NOTES Operating strategies are ThriftTraditional Thrift M.B.Mortgage Banker R.E.Real Estate Developer Div.Diversified

and Ret.Retail Banking

Most recent quarter end available EEstimated and PPro Forma

Source SNL Financial LC
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Alliance Bancorp Inc of Pennsylvania Selected due to eastern Pennsylvania market

area completed second-step conversion in January 2011 similar interest-earning asset

composition similar level of deposits funding assets similar return on average assets

ratio similar net interest income ratio as percent of average assets limited earnings

contribution from sources of non-interest operating income and lending diversification

emphasis on commercial real estate loans

Colonial Financial Services Inc of New Jersey Selected due to second-step

conversion completed in July 2010 similar net interest income ratio as percent of

average assets limited earnings contribution from sources of non-interest operating

income and lending diversification emphasis on commercial real estate loans

FedFirst Financial Corporation of Pennsylvania Selected due to second-step

conversion completed in September 2010 similar return on average assets ratio similar

net interest income ratio as percent of average assets similar impact of loan loss

provisions on earnings relatively high level of operating expenses as percent of

average assets similar concentration of 1-4 family permanent mortgage loans as

percent of assets lending diversification emphasis on commercial real estate loans and

relatively favorable credit quality measures

First Federal of Northern Michigan Bancorp Inc of Michigan Selected due to similar

asset size similar size of branch network similar impact of loan loss provisions on

earnings relatively high level of operating expenses as percent of average assets and

lending diversification emphasis on commercial real estate loans

Jacksonville Bancorp Inc of Illinois Selected due to second-step conversion completed

in July 2010 comparable asset size same size of branch network similar interest-

earning asset composition similar level of deposits funding assets similar impact of loan

loss provisions on earnings relatively high level of operating expenses as percent of

average assets lending diversification emphasis on commercial real estate loans and

relatively favorable credit quality measures

OBA Financial Services Inc of Maryland Selected due to similar return on average

assets ratio similar impact of loan loss provisions on earnings limited earnings

contribution from sources of non-interest operating income relatively high level of

operating expenses as percent of average assets and lending diversification emphasis

on commercial real estate loans

River Valley Bancorp of Indiana Selected due to similar composition of interest-bearing

liabilities similar net interest income ratio as percent of average assets and lending

diversification emphasis on commercial real estate loans

Standard Financial Corp of Pennsylvania Selected due to similar composition of

interest-bearing liabilities similar net interest income ratio as percent of average

assets similar concentration of 1-4 family permanent mortgage loans as percent of

assets lending diversification emphasis on commercial real estate loans and relatively

favorable credit quality measures

WVS Financial Corp of Pennsylvania Selected due to comparable asset size similar

size of branch network relatively limited earnings contribution from sources of non
interest operating income similar concentration of mortgage-backed securities

comprising assets and relatively favorable credit quality measures
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Wolverine Bancorp Inc of Michigan Selected due to similar asset size similar net

interest income ratio as percent of average assets and lending diversification

emphasis on commercial real estate loans

In aggregate the Peer Group companies maintained higher level of tangible equity

than the industry average 14.8% of assets versus 12.1% for all public companies generated

higher core earnings as percent of average assets 0.42% core ROAA versus 0.08% for all

public companies and earned higher core ROE 3.13% core ROE versus 0.05% for all public

companies Overall the Peer Groups average P/TB ratio and average core P/E multiple were

below the respective averages for all publicly-traded thrifts

All

Publicly-Traded Peer Group

Financial Characteristics Averacies

Assets $Mil $2736 $371

Market capitalization $Mil $301 $40

Tangible equity/assets 12.10% 14.80%

Core return on average assets 0.08 0.42

Core return on average equity 0.05 3.13

Pricinci Ratios Averaciesl1

Core price/earnings 19.99x 17.lOx

Price/tangible book 86.93% 71 .44%

Price/assets 10.06 10.51

Based on market prices as of May 2012

Ideally the Peer Group companies would be comparable to Polonia Ban corp in terms of

all of the selection criteria but the universe of publicly-traded thrifts does not provide for an

appropriate number of such companies However in general the companies selected for the

Peer Group were fairly comparable to Polonia Bancorp as will be highlighted in the following

comparative analysis

Financial Condition

Table 3.2 shows comparative balance sheet measures for Polonia Bancorp and the Peer

Group reflecting the expected similarities and some differences given the selection procedures

outlined above The Companys and the Peer Groups ratios reflect balances as of March 31

2012 and December 31 2011 respectively unless indicated otherwise for the Peer Group

companies Polonia Bancorps equity-to-assets ratio of 10.7% was less than the Peer Groups

average net worth ratio of 15.1% However the Companys pro forma capital position will
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Balance Sheet as Percent of Assets
Balance Sheet Annual Growth Rates Regulatory Capital

Cash MBS Bocrowed Subd Net Goodwiti Tog Nt MBS Cash Borrows Net Tog Net

EguNalents Invest BOLl gg Qg9gj% Qgj Q1I1 jgn LiQIt 8668 lflvestsneflta J.Q909 Q8298S Subdebt Q55 Worth 9f68Ple Peg çp

Polonia Baricorp Inc

March 312012 8.5% 28.8% 1.6% 558% 782% 10.0% 00% 10.7% 00% 107% -684% 698% -15.33% -651% -1768% 1.64% 184% 10.46% 1046% 21.86%

Alt Public Cncanis

Averages

Medians

State of PA

Averages

Medians

Comparable Group

Averages

Medians

1% 21.9% 5% 65.8% 73.4% 12 2% 04% 12.8% 07% 12.1% 394%

47% 19.6% 1.7% 68.3% 740% 10.4% 00% 118% 0.1% 111% 140%

6.0% 30.3% 15% 583% 710% 145% 0.4% 13.0% 08% 122% 2.43%

4.1% 27.0% 1.6% 638% 708% 12.4% 00% 126% 03% 11.6% -257%

6.3% 27.8% 1.6% 607% 710% 128% 02% 151% 04% 148% 066%

4.4% 255% 20% 63.6% 718% 140% 00% 155% 00% 141% 163%

11.10% 2.31% 4.21% -876% 3.12% 2.58% 11.75% 11 75% 2055%

605% -0.31% 2.04% -8.20% 2.60% 244% 1151% 11.51% 1849%

-3.41% -2.20% -0.50% -14.62% 1.05% 1.31% 1186% 11.86% 20 33%

-3.54% -0 52% -0.02% -1359% 3.68% 3.68% 11.80% 11 80% 2141%

1080% -326% .039% 428% 426% 4.75% 13.74% 1374% 2248%

10.4-4% -239% 0.34% 699% 486% 506% 12 14% 12.14% 22.29%

Ccmowsble Group

ALLB Alliance Bsncorp Inc of PA

COBK Colonial Financial Scm Of NJ

FFCO FedFirst Financial Corp of PA

FFNM First Federal of Michigan of Ml

JXSB Jacksonville Bancorp Inc of IL

OBAF aBA Financial Serv Inc of MD

RIVR River Valley Bancorp of IN

SIND Standard Financial Corp of PA

.WFC VNS Financial Corp of PA

WBKG wolverine Bancorp Inc of Ml

20.4% 124% 25% 608% 80.1% 08% 00% 17.7% 00% 177% 330% 882% -027% -222% -47.48% NM NM NA NA NA

1.3% 444% 18% 493% 862% 1.7% 00% 119% 0.0% 119% 228% 14.10% -7.20% 153% 43.50% 3.27% 3.27% 1082% 1082% 19.99%

43% 172% 2.5% 73.2% 661% 14.7% 00% 175% 04% 17.2% -227% -23.53% 6.62% 883% -3590% 0.37% 0.56% 13.46% 1346% 2458%

13% 27.1% 07% 649% 694% 18.5% 00% 11.3% 02% 112% 0.61% 41.19% -1035% -310% 1399% 573% 7.18% 10.55% 1055% 1806%

45% 338% 1.4% 55.7% 82.7% 2.1% 0.0% 13.4% 09% 125% 193% 1205% -3.06% -0.85% 62.22% 1538% 1665% 1020% 1020% 1650%

99% 12.0% 23% 730% 65.9% 137% 00% 19.9% 00% 19.9% 7.85% 64.62% -1.73% 10.62% 17.33% -579% -5.79% 1922% 1922% 3083%

46% 26.8% 2.4% 623% 751% 143% 1.8% 8.1% 00% 8.1% 518% 3224% -5.01% 660% 000% 4.73% 4.74% NA NA NA

2.8% 242% 23% 66.5% 742% 7.1% 00% 179% 22% 15.8% 134% 503% 0.19% 393% -2628% 5.00% 599% NA NA NA

9% 782% 00% 181% 555% 32.4% 00% 116% 00% 116% -712% .457% -16.15% -21.61% 2963% 5.37% 5.37% NA NA NA

120% 16% 00% 832% 549% 224% 00% 221% 00% 221% -6 53% 4195% 440% .7.63% -14.24% NM NM 1820% 1820% 24 90%

Source SNI Financial LC and RP Financial LC calculations The information provided in this table has been Obtained from sources we believe are reliable but we cannot guarantee the accuracy or completeness of Such information

Copynght 2012 by RP Foancial IC
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increase with the addition of stock proceeds and thus narrow the gap between the Companys

and the Peer Groups equity-to-assets ratios Tangible equity-to-assets ratios for the Company

and the Peer Group equaled 10.7% and 14.8% respectively The increase in Polonia

Bancorps pro forma capital position will be favorable from risk perspective and in terms of

future earnings potential that could be realized through leverage and lower funding costs At the

same time the Companys higher pro forma capitalization will initially depress return on equity

Both Polonia Bancorps and the Peer Groups capital ratios reflected capital surpluses with

respect to the regulatory capital requirements On pro forma basis the Companys regulatory

surpluses will become more significant

The interest-earning asset compositions for the Company and the Peer Group were

somewhat similar with loans constituting the bulk of interest-earning assets for both Polonia

Bancorp and the Peer Group The Companys loans-to-assets ratio of 55.8% was lower than

the comparable Peer Group ratio of 60.7% Comparatively the Companys cash and

investments-to-assets ratio of 37.3% was higher than the comparable Peer Group ratio of

34.1% Overall Polonia Bancorps interest-earning assets amounted to 93.1% of assets which

was slightly below the comparable Peer Group ratio of 94.8% The Peer Groups non-interest

earning assets included bank-owned life insurance BOLl equal to 1.6% of assets and

goodwill/intangibles equal to 0.4% of assets while the Company maintained BOLl equal to 1.6%

of assets and zero balance of goodwill/intangibles The Companys non-interest earning

assets also included the FDIC indemnification asset equal to 2.0% of assets

Polonia Bancorps funding liabilities reflected funding strategy that was somewhat

similar to that of the Peer Groups funding composition The Companys deposits equaled

78.2% of assets which was above the Peer Groups ratio of 71.0% Comparatively the

Company maintained slightly lower level of borrowings as indicated by borrowings-to-assets

ratios of 10.0% and 13.0% for Polonia Bancorp and the Peer Group respectively Total

interest-bearing liabilities maintained by the Company and the Peer Group as percent of

assets equaled 88.2% and 84.0% respectively with the Peer Groups lower ratio supported by

maintenance of higher capital position

key measure of balance sheet strength for thrift institution is its IEAIIBL ratio

Presently the Companys IEMBL ratio is lower than the Peer Groups ratio based on IENIBL

ratios of 105.6% and 112.9% respectively The additional capital realized from stock proceeds

should serve to provide Polonia Bancorp with an IEA/IBL ratio that is closer to the Peer Groups

ratio as the increase in capital provided by the infusion of stock proceeds will serve to lower the



RP Financial LC PEER GROUP ANALYSIS

111.8

level of interest-bearing liabilities funding assets and will be primarily deployed into interest-

earning assets

The growth rate section of Table 3.2 shows annual growth rates for key balance sheet

items Polonia Bancorps and the Peer Groups growth rates are based on annual growth for

the twelve months ended March 31 2012 and December 31 2011 respectively or the most

recent twelve month period available for the Peer Group companies Polonia Bancorp recorded

6.8% decrease in assets versus asset growth of 0.7% recorded by the Peer Group Asset

shrinkage for the Company included 15.3% decline in loans which was partially offset by

7.0% increase in cash and investments Asset growth for the Peer Group was sustained by

10.8% increase in cash and investments which was largely offset by 3.3% decline in loans

Asset shrinkage by the Company funded 6.5% reduction in deposits and 17.7%

reduction in borrowings with the reduction in deposits largely related to deposit run-off of

deposits that were earning relatively high rates assumed from the Earthstar Bank acquisition

Deposits and borrowings for the Peer Group declined by 0.4% and increased by 4.3%

respectively The Companys capital growth rate equaled 1.8% during the twelve month period

versus 4.3% capital growth rate posted by the Peer Group The Peer Groups higher capital

growth rate was supported by higher return on equity The not meaningful NM capital

growth rates reflected for Ailiance Bancorp and Wolverine Bancorp were due to the capital

growth resulting from their respective second-step conversions which were completed in

January 2011 The Companys post-conversion capital growth rate will initially be constrained

by maintenance of higher pro forma capital position

Income and Expense Components

Table 3.3 displays statements of operations for the Company and the Peer Group The

Companys and the Peer Groups ratios are based on earnings for the tweive months ended

March 31 2012 and December 31 2011 respectively unless otherwise indicated for the Peer

Group companies Polonia Bancorp reported net income equal to 0.18% of average assets

versus net income equal to 0.48% of average assets for the Peer Group The Peer Group

maintained earnings advantages with respect to higher levels of net interest income and non

interest operating income and lower level of operating expenses which were partially offset by

the Companys lower level of loan loss provisions and higher level of net gains
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Table 3.3

Income as Percent of Average Assets and Yields Costs Spreads

Comparable Institution Analysis

For the 12 Months Ended December 31 2011

Net Interest Income Other Income

Loss Nil Total

Net Provis After Loan RE Other Other CIA Goodwill

Income Income Expense NIt on lEA Provis Fees Qg Income Exp.ense

All Public Companies

Averages

Medians

State of PA

Averages

Medians

022% 4.28% 20% 3.09% 0.55% 2.54% 0.02% -0.10% 0.77% 0.69% 2.88%
0.41% 427% 1.14% 3.10% 0.31% 2.63% 0.00% -0.02% 0.59% 0.55% 2.85%

041% 4.15% 1.33% 2.81% 0.46% 235% 0.01% -0.05% 0.50% 0.46% 2.30%
0.46% 4.21% 1.34% 2.92% 0.39% 2.37% 0.00% -0.01% 0.46% 0.46% 2.28%

0.04% 0.12% 0.00%

0.00% 0.05% 0.00%

0.01% 0.02% 000%
0.00% 0.03% 0.00%

4.58% 1.39% 3.19% $5928 3071%
4.56% 1.36% 3.20% $5177 3090%

4.39% 1.54% 2.85% $5795 28.07%

4.46% 1.53% 2.91% $5732 30.63%

Comparable Grouo

Averages

Medians

0.48% 4.28% 1.17% 3.11% 0.33% 278% 002% -0.03% 054% 0.53% 2.73%
041% 4.38% 1.08% 3.11% 0.28% 2.68% 0.00% 0.00% 0.51% 0.51% 268%

002% 0.08% 0.00%

0.00% 0.07% 0.00%

4.52% 139% 113% 34606 27.95%

4.65% 1.34% 3.14% 14725 30.59%

Source SNL Financial LC and RP5 Financial LC calculations The information provided in this table has been obtained from sources we believe are reliable but we cannot guarantee the
accuracy or completeness of such information

Polonia Bancorp Inc

March 312012

GAIOther Exp Non-Op Items

018% 422% 1.22% 3.00% 0.19% 2.81% 0.00% 000% 0.30% 0.30% 3.21% 0.00% 0.32% 0.00%

Yields Costs and Spreads

Net Extrao Yield Cost Yld-Cost

Gains Items On Assets Of Funds

MEMO MEMO
Assets Effective

fThEmp Tax Rate

4.51% 1.39% 3.12% $4482 18.34%

ornpg Group

ALLB Alliance Bancorp Inc of PA 0.25% 4.02%

COBK Colonial Financial Serv Of NJ 0.55% 4.03%

FFCO FedFirst Financial Corp of PA 0.26% 4.55%

FFNM First Federal of
Michigan of MI 034% 477%

JXSB Jacksonville Bancorp Inc of IL 1.08% 4.54%

OBAF O6A Financial Sery Inc of MD 0.13% 4.29%

RIVR River Valley Bancorp of IN 0.45%

STNO Standard Financial Corp of PA 0.74% 4.18%

VIIVFC liWS Financial Corp of PA 0.64% 3.19%

WBKC Wolverine Bancorp Inc of MI 0.36% 4.71%

1.20% 2.83% 0.31%

-001% 0.00% 4.29% 1.08% 3.21% $5103 NM

1.44% 3.11% 0.25% 2.86%

0.00% 0.00% 0.26% 0.26% 2.07% 0.00% 0.04% 0.00% 4.23% 1.35% 287% 15920 26.28%

104% 3.73% 0.13% 3.60%

0.97% 0.93% 3.47% 0.03% 009% 0.00% 4.81% 1.78% 3.03% 33899 33.15%

0.94% 359% 0.20%

000% 0.00% 0.76% 0.75% 4.02% 0.13% 013% 0.00% 5.13% 1.18% 3.95% 12615 NM

1.09% 3.21% 019% 302%

012% -0.01% 1.02% 1.13% 3.22% 000% 019% 0.00% 4.84% 1.10% 3.74% 32955 27.71%

1.47% 3.00% 0.70% 2.30%

0.29% 0.27% 3.11% 0.00% -0.02% 0.00% 453% 1.39% 3.14% 15702 30.76%

1.08% 3.10% 0.36% 2.74%

0.00% 000% 0.54% 0.54% 254% 000% 021% 000% 477% 1.62% 3.15% $4518 4.99%

0.89% 2.30% -003% 2.33%

0.00% 0.48% 0.50% 2.16% 0.04% 003% 0.00% 4.47% 1.33% 3.15% 34555 30.63%
0.00% 020% 0.20% 1.53% 0.00% -0.05% 0.00% 3.25% 1.01% 2.24% 15896 32.18%

Copyright 2012 by RP
Financial LC
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The Peer Groups slightly higher net interest income ratio was realized through

maintenance of higher interest income ratio and lower interest expense ratio The Peer

Groups higher interest income ratio was supported by earning nominally higher yield 4.52%

versus 4.51% for the Company on higher level of assets comprised of interest-earning

assets Likewise the Peer Groups lower interest expense ratio was supported by maintaining

an equal cost of funds 1.39% for the Company and the Peer Group on lower ratio of interest-

bearing liabilities funding assets Overall Polonia Bancorp and the Peer Group reported net

interest income to average assets ratios of 3.00% and 3.11% respectively

In another key area of core earnings strength the Company maintained higher 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 3.21% and 2.75%

respectively The Companys higher operating expense ratio was viewed to be in part

attributable to the higher costs associated with operating in large metropolitan area as

compared to more rural markets where some of the Peer Group companies maintain

operations Consistent with the Companys higher operating expense ratio assets per full time

equivalent employee were slightly lower for the Company $4482 million versus $4.606 million

for the Peer Group

When viewed together net interest income and operating expenses provide

considerable insight into thrifts earnings strength since those sources of income and

expenses are typically the most prominent components of earnings and are generally more

predictable than losses and gains realized from the sale of assets or other non-recurring

activities In this regard as measured by their expense coverage ratios net interest income

divided by operating expenses the Peer Groups earnings were more favorable than the

Companys Expense coverage ratios for Polonia Bancorp and the Peer Group equaled 0.93x

and 1.1 3x respectively

Sources of non-interest operating income provided larger contribution to the Peer

Groups earnings with such income amounting to 0.30% and 0.53% of Polonia Bancorps and

the Peer Groups average assets respectively The Companys relatively low earnings

contribution realized from non-interest operating income is indicative of its limited diversification

into areas that generate revenues from non-interest sources Taking non-interest operating

income into account in comparing the Companys and the Peer Groups earnings Polonia

Bancorps efficiency ratio operating expenses net of amortization of intangibles as percent
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of the sum of non-interest operating income and net interest income of 97.3% was less

favorable than the Peer Groups efficiency ratio of 75.0%

Loan loss provisions had larger impact on the Peer Groups earnings with loan loss

provisions established by the Company and the Peer Group equaling 0.19% and 0.33% of

average assets respectively The lower level of loan provisions established by the Company

was supported by its more favorable credit quality measures see Table 3.6

Net gains realized from the sale of assets had slightly larger impact on the Companys

earnings as the Company and the Peer Group reported net gains equal to 0.32% and 0.08% of

average assets respectively Typically gains and losses generated from the sale of assets are

viewed as earnings with relatively high degree of volatility particularly to the extent that such

gains and losses result from the sale of investments or other assets that are not considered to

be part of an institutions core operations Comparatively to the extent that gains have been

derived through selling fixed rate loans into the secondary market such gains may be

considered to be an ongoing activity for an institution and therefore warrant some

consideration as core earnings factor However loan sale gains are still viewed as more

volatile source of income than income generated through the net interest margin and non-

interest operating income Loan sale gains accounted for most of the gains reported the

Company Extraordinary items were not factor in either the Companys or the Peer Groups

earnings

Taxes had more significant impact on the Peer Groups earnings as Polonia Bancorp

and the Peer Group posted effective tax rates of 18.34% and 27.95% respectively As

indicated in the prospectus the Companys effective marginal tax rate is equal to 40.0%

Loan Composition

Table 3.4 presents data related to the Companys and the Peer Groups loan portfolio

compositions including the investment in mortgage-backed securities The Companys loan

portfolio composition reflected higher concentration of 1-4 family permanent mortgage loans

and mortgage-backed securities than maintained by the Peer Group 73.9% of assets versus

42.8% for the Peer Group The Companys higher ratio was attributable to maintaining higher

concentrations of both 1-4 family permanent mortgage loans and mortgage-backed securities

Loans serviced for others equaled 14.6% and 10.7% of the Companys and the Peer Groups

assets respectively thereby indicating similar influence of loan servicing income on the
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Loan Portfolio Composition and Related Information

Comparable Institution Analysis

As of December 31 2011

111.12

Portfolio Composition as Percent of Assets

1-4 Constr 5IJnjt Commerc

Ern1l Land Comm RE Business Consumer

RWN Serviced Servicing

Assets For Others Assets

$000 $000

Polonia Bancorp Inc 27.76% 46.17% 0.00% 6.96% 0.05% 3.22% 50.16% 337950 $296

All Public Companies

Comparable Group

Averages

Medians

13.95% 33.60% 3.23% 23.05%

10.79% 33.83% 2.34% 23.13%

4.06% 1.73% 62.33% $856737 $7125

3.07% 0.41% 61.35% $9680 $99

Source SNL Financial LC and RPW Financial LC calculations The information provided in this table has been obtained from sources we believe

are reliable but we cannot guarantee the accuracy or completeness of such information

Institution

Averages

Medians

State of PA

Averages

Medians

2.37% 1.47% 57.96%

1.48% 0.44% 59.70%

3.54% 0.91% 63.24%

2.98% 0.52% 61 .72%

17.80% 37.02% 2.48% 14.50%

18.57% 42.50% 2.44% 15.20%

11.80% 31.04% 3.19% 21.60%

11.39% 30.87% 2.44% 21.87%

2.19% 25.41% 2.43% 28.80%

17.31% 27.95% 2.20% 15.39%

12.28% 51.10% 2.44% 16.33%

13.94% 35.18% 3.60% 22.24%

14.47% 18.51% 0.72% 21.50%

10.50% 33.79% 1.83% 29.98%

8.87% 26.93% 5.69% 24.81%

10.15% 48.91% 1.45% 14.07%

28.33% 7.43% 3.88% 4.72%

0.00% 35.16% 7.66% 38.21%

ComparablQGroup

ALLB Alliance Bancorp Inc of PA

COBK Colonial Financial Serv Of NJ

FFCO Fed First Financial Corp of PA

FFNM First Federal of Michigan of Ml

JXSB Jacksonville Bancorp Inc of IL

OBAF OBA Financial Serv Inc of MD
RIVR River Valley Bancorp of IN

STND Standard Financial Corp of PA

WVFC WVS Financial Corp of PA

WBKC Wolverine Bancorp Inc of Ml

$99975

$625

$39739

$0

$0

$0

$0

$140180

$144610

$0

$96840

$15760

$0

$0

$428

$34

$247

$28

$0

$0

$0

$978

$679

$80

$673

$55

$0

$0

1.96%

3.47%

2.90%

3.20%

6.39%

8.98%

1.78%

2.53%

1.15%

3.05%

1.34%

0.20%

0.51%

0.57%

4.71%

0.00%

0.69%

0.52%

0.12%

0.41%

60.56%

55.53%

57.20%

62.11%

65.72%

65.06%

68.54%

59.32%

61 .33%

77.00%

Copyright 2012 by RP Financial LC
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Companys and the Peer Groups respective earnings Both the Company and the Peer Group

maintained relatively modest balances of loan servicing intangibles

Diversification into higher risk and higher yielding types of lending was less significant for

the Company compared to the Peer Groups lending diversification Commercial real

estate/multi-family loans represented the most significant area of lending diversification for the

Company 7.0% of assets followed by consumer loans 3.2% of assets Likewise the Peer

Groups lending diversification also consisted primarily of commercial real estate/multi-family

loans 21.6% of assets while commercial business loans constituted the second largest area of

lending diversification for the Peer Group 3.5% of assets Other areas of lending

diversification for the Peer Group included construction/land loans 3.2% of assets and

consumer loans 0.9% of assets Lending diversification for the Company also included

modest balance of commercial business loans 0.1% of assets Overall the composition of the

Companys assets provided for lower risk weighted assets-to-assets ratio compared to the

Peer Groups ratio 50.16% versus 63.24% for the Peer Group

Interest Rate Risk

Table 3.5 reflects various key ratios highlighting the relative interest rate risk exposure of

the Company versus the Peer Group In terms of balance sheet composition Polonia

Bancorps interest rate risk characteristics were considered to be less favorable relative to the

comparable measures for the Peer Group Most notably the Companys tangible equity-to-

assets ratio and IENIBL ratio were below the comparable Peer Group ratios Additionally the

Companys level of non-interest earning assets was higher than the Peer Groups ratio On

pro forma basis the infusion of stock proceeds should serve to provide the Company with more

comparable balance sheet interest rate risk characteristics as maintained by the Peer Group

given the increases that will be realized in Companys equity-to-assets and IENIBL ratios

To analyze interest rate risk associated with the net interest margin we reviewed

quarterly changes in net interest income as percent of average assets for Polonia Bancorp

and the Peer Group In general the comparative fluctuations in the Companys and the Peer

Groups ratios implied that the interest rate risk associated with the Companys net interest

income was greater compared to the Peer Groups based on the interest rate environment that

prevailed during the period covered in Table 3.5 The stability of the Companys net interest

margin should be enhanced by the infusion of stock proceeds as interest rate sensitive
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Table 3.5

Interest Rate Rsk Measures and Net Interest Income Volatility

Comparable Institution Analysis

As of December 31 2011 or Most Recent Date Available

lEA

IBL

Non-Earn

Assets

Assets

PEER GROUP ANALYSIS

111.14

Polonia Bancorp Inc 10.4% 105.9% 6.5% 79 -147 46 82 -31 -20

Comparable Group

ALLB Alliance Bancorp Inc of PA

COBK Colonial Financial Serv Of NJ

FFCO FedFirst Financial Corp of PA

FFNM First Federal of Michigan of Ml

JXSB Jacksonville Bancorp Inc of IL

OBAF OBA Financial Serv Inc of MD
RIVR River Valley Bancorp of IN

STND Standard Financial Corp of PA

WVFC WVS Financial Corp of PA

WBKC Wolverine Bancorp Inc of MI

NAChange is greater than 100 basis points during the quarter

Source SNL Financial LC and RPV Financial LC calculations

are reliable but we cannot guarantee the accuracy or completeness of such information

-1

27 -5

-21 20

27

-8 -38

-25

-12

-2 53

17

Institution

Balance Sheet Measures

Equity/

Assets

Quarterly Chanqe in Net Interest Income

All Public Companies

State of PA

Comparabletoup

Averages

Medians

12/31/2011 9/30/2011 6/30/2011 3/31/2011 12/31/2010 9/30/2010

change in net interest income is annualized in basis points

12.0% 108.6%

12.2% 110.2%

14.8% 113.2%

14.2% 113.4%

6.2%

5.5%

5.2%

5.6%

6.4%

5.1%

5.3%

6.8%

5.9%

5.1%

6.4%

6.5%

1.7%

3.2%

-2

-5

-10

-6

11

-26

-2

26

-10

-45

16

17.7%

11.9%

17.2%

11.2%

12.5%

19.9%

8.1%

15.8%

11.6%

22.1%

115.7%

108.0%

117.3%

106.1%

110.8%

119.3%

102.8%

115.1%

111.7%

125.1%

12 12

14

-9 29

-4 -7 -8

19

14

13 -4 15

21 25

14

-6

44 60 13

25 11 NA

The information provided in this table has been obtained from sources we believe

Copyright 2012 by RP Financial LC
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liabilities will be funding lower portion of Polonia Bancorps assets and the proceeds will be

substantially deployed into interest-earning assets

Credit Risk

Overall based on comparison of credit quality measures the Companys credit risk

exposure was considered to be less significant than Peer Groups As shown in Table 3.6 the

Companys non-performing assets/assets and non-performing loans/loans ratios equaled 1.11%

and 1.75% respectively versus comparable measures of 3.00% and 3.89% for the Peer Group

The Companys and Peer Groups loss reserves as percent of non-performing loans equaled

45.21% and 52.91% respectively Loss reserves maintained as percent of net loans equaled

0.79% and 1.78% for the Company and the Peer Group respectively Net loan charge-offs

were lower for the Company as the Company and the Peer Group recorded net charge-offs

equal to 0.04% and 0.45% of loans respectively The Companys lower credit risk exposure

also takes into consideration the non-performing loans covered by the FDIC loss sharing

agreement

Summary

Based on the above analysis RP Financial concluded that the Peer Group forms

reasonable basis for determining the pro forma market value of the Company Such general

characteristics as asset size capital position interest-earning asset composition funding

composition core earnings measures loan composition credit quality and exposure to interest

rate risk all tend to support the reasonability of the Peer Group from financial standpoint

Those areas where differences exist will be addressed in the form of valuation adjustments to

the extent necessary
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Table 3.6

Credit Risk Measures and Related Information

Comparable Institution Analysis

As of December31 2011 or Most Recent Date Available

PEER GROUP ANALYSIS

111.16

NPAs Rsrvesl

REOI 90Del/ NPL5/ Rsrvesf Rsrves/ NPAs Net Loan

Loans Loans NPLs 90Del Chargoffs

$000

Polonia Bancorp Inc 0.14% 1.11% 1.75% 0.79% 45.21% 39.70% $221 0.15%

All Public Companies

Comparable Group

Comparable Group

ALLB Alliance Bancorp Inc of PA

COBK Colonial Financial Serv Of NJ

FFCO Fed First Financial Corp of PA

FFNM First Federal of Michigan of Ml

JXSB Jacksonville Bancorp Inc of IL

OBAF OBA Financial Serv Inc of MD
RIVR River Valley Bancorp of IN

STND Standard Financial Corp of PA

WVFC WVS Financial Corp of PA

WBKC Wolverine Bancorp Inc of Ml

0.50% 3.57% 4.39% 1.58% 53.19% 47.10%

0.17% 2.45% 3.32% 1.39% 40.51% 35.60%

0.41% 2.26% 3.09% 1.41% 54.17% 45.09%

0.27% 2.63h 2.90% 1.38% 44.23% 34.68%

0.41% 3.00% 3.89% 1.78% 52.91% 44.26%

0.00% 3.05% 3.25h 1.44% 40.29% 28.62%

1.35% 33.33% 23.76%

1.66% 19.39% 17.32%

1.25% 99.27% 88.23%

1.18% 36.34% 17.83%

NA 86.05% 76.00%

NA 25.73% 25.45%

1.52% 21.73% 18.35%

Na 97.73% 84.21%

Na 44.23% 31 .78%

3.74% 65.29% 59.69%

Source Audited and unaudited financial statements corporate reports and offering circulars and RP Financial LC calculations The

information provided in this table has been obtained from sources we believe are reliable but we cannot guarantee the accuracy or

completeness of such information

Institution

Averages

Medians

State of PA

Averages

Medians

NLCs/

Loans

Averages

Medians

$1543 0.76%

$547 025%

$1396 0.46%

$721 0.29%

$287 0.37%

$193 0.18%

1.43% 3.71%

0.51% 4.81%

0.00% 1.03%

1.67% 4.18%

0.00% 1.40%

0.00% 2.39%

0.00% 5.13%

0.00% 1.24%

0.00% 0.67%

0.47% 5.42%

4.20%

8.57%

1.26%

3.17%

2.15%

3.32%

669%

1.60%

2.20%

5.73%

$425

$73

$155

$231

$117

$18

$605

$496

$0

$751

0.60%

0.10%

0.25%

0.65%

0.00%

0.00%

0.95%

0.00%

0.00%

1.19%

Copyright 2012 by RP Financial LC
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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 estimated pro forma market value of the common stock to be issued in conjunction with the

Corn panys conversion transaction

Appraisal Guidelines

The regulatory written appraisal guidelines reissued by the 0CC specify the market

value methodology for estimating the pro forma market value of an institution pursuant to

mutual-to-stock conversion Pursuant to this methodology peer group of comparable

publicly-traded institutions is selected financial and operational comparison of the subject

company to the peer group is conducted to discern key differences and valuation analysis

in which the pro forma market value of the subject company is determined based on the market

pricing of the peer group as of the date of valuation incorporating valuation adjustments for key

differences In addition the pricing characteristics of recent conversions both at conversion

and in the aftermarket must be considered

RP Financial Approach to the Valuation

The valuation analysis herein complies with such regulatory approval guidelines

Accordingly the valuation incorporates detailed analysis based on the Peer Group discussed

in Chapter Ill which constitutes fundamental analysis techniques Additionally the valuation

incorporates technical analysis of recently completed stock conversions including closing

pricing and aftermarket trading of such offerings It should be noted that these valuation

analyses cannot possibly fully account for all the market forces which impact trading activity and

pricing characteristics of particular stock on given day

The pro forma market value determined herein is preliminary value for the Companys

to-be-issued stock Throughout the conversion process RP Financial will review changes

in Polonia Bancorps operations and financial condition monitor Polonia Bancorps
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operations and financial condition relative to the Peer Group to identify any fundamental

changes monitor the external factors affecting value incuding but not limited to local and

national economic conditions interest rates and the stock market environment including the

market for thrift stocks and Polonia Bancorps stock specifically and 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 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 Polonia Bancorps value or Polonia Bancorps value alone To the extent change in

factors impacting the Companys value can be reasonably anticipated and/or quantified RP

Financial has incorporated the estimated impact into the analysis

Valuation Analysis

fundamental analysis discussing similarities and differences relative to the Peer Group

was presented in Chapter III 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 including the market for converting institutions

to assess the impact on value of the Company coming to market at this time

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 Companys and the Peer Groups financial strengths are noted as follows

Overall NL Composition In comparison to the Peer Group the Companys interest-

earning asset composition showed higher concentrations of cash and investments

and lower concentration of loans Lending diversification into higher risk and

higher yielding types of loans was more significant for the Peer Group which

resulted in higher risk weighted assets-to-assets ratio for the Peer Group Overall

in comparison to the Peer Group the Companys interest-earning asset composition

provided for similar yield earned on interest-earning assets Polonia Bancorps

funding composition reflected higher concentration of deposits and slightly lower

concentration of borrowings relative to the comparable Peer Group ratios with

Polonia Bancorps cost of funds matching the Peer Groups cost of funds Overall

as percent of assets the Company maintained lower level of interest-earning

assets and higher level of interest-bearing liabilities compared to the Peer Groups

ratios which resulted in lower IENIBL ratio for the Company After factoring in the

impact of the net stock proceeds the Companys IENIBL ratio should be more

comparable to the Peer Groups ratio On balance RP Financial concluded that

asset/liability composition was neutral factor in our adjustment for financial

condition

Credit Quality The Companys ratios for non-performing assets and non-performing

loans were more favorable than the comparable Peer Group ratios Loss reserves

as percent of non-performing loans were similar for the Company and the Peer

Group while the Peer Group maintained higher loss reserves as percent of loans

Net loan charge-offs were larger factor for the Peer Group As noted above the

Companys risk weighted assets-to-assets ratio was lower than the Peer Groups

ratio Overall RP Financial concluded that credit quality was moderately positive

factor in our adjustment for financial condition

Balance Sheet Liquidity The Company maintained slightly higher level of cash

and investment securities relative to the Peer Group 37.3% of assets versus 34.1%

for the Peer Group Following the infusion of stock proceeds the Companys cash

and investments ratio is expected to increase as the proceeds retained at the holding

company level will be initially deployed into investments The Companys future

borrowing capacity was considered to be comparable to the Peer Groups borrowing

capacity given the fairly similar levels of borrowings currently funding the Companys
and the Peer Groups assets Overall RP Financial concluded that balance sheet

liquidity was slightly positive factor in our adjustment for financial condition

Fundiq Liabilities The Companys interest-bearing funding composition reflected

higher concentration of deposits and slightly lower concentration of borrowings

relative to the comparable Peer Group ratios which translated into an equal cost of

funds for the Company and the Peer Group Total interest-bearing liabilities as

percent of assets were higher for the Company compared to the Peer Groups ratio

which was attributable to the Peer Groups higher capital position Following the

stock offering the increase in the Companys capital position will reduce the level of

interest-bearing liabilities funding the Companys assets Overall RP Financial

concluded that funding liabilities were neutral factor in our adjustment for financial

condition
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Capital The Company currently operates with lower equity-to-assets ratio than the

Peer Group However following the stock offering Polonia Bancorps pro forma

capital position should be fairJy comparable to the Peer Groups equity-to-assets

ratio The increase in the Companys pro forma capital position will support

additional leverage capacity lower dependence on interest-bearing liabilities to fund

assets and greater capacity to absorb unanticipated losses At the same time the

Companys more significant capital surplus will make it difficult to achieve

competitive ROE On balance RP Financial concluded that capital strength was

neutral factor in our adjustment for financial condition

On balance Polonia Bancorps balance sheet strength was considered to be more

favorable than the Peer Groups and thus slight upward adjustment was applied for the

Companys financial condition

Profitability Growth and Viability of Earnings

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

characteristics of an institutions 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 Earnings The Company reported net income equal to 0.18% of average

assets versus net income equal to 0.48% of average assets for the Peer Group
The Peer Group maintained earnings advantages with respect to net interest income

non-interest operating income and operating expenses which were partially offset by

the Companys lower level of loan loss provisions higher level of net gains and lower

effective tax rate Reinvestment and leveraging of stock proceeds into interest-

earning assets will serve to increase the Companys 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 On

balance RP Financial concluded that the Companys reported earnings were

slightly negative factor in our adjustment for profitability growth and viability of

earnings

Core Earnings Net interest income operating expenses non-interest operating

income and loan loss provisions were reviewed in assessing the relative strengths

and weaknesses of the Companys and the Peer Groups core earnings The

Company operated with lower net interest income ratio higher operating

expense ratio and lower level of non-interest operating income The Companys
lower and higher ratios for net interest income and operating expenses respectively

translated into lower expense coverage ratio in comparison to the Peer Groups
ratio equal to 0.93x versus 113X for the Peer Group Similarly the Companys
efficiency ratio of 97.3% was less favorable than the Peer Groups efficiency ratio of

75.0% Loan loss provisions had larger impact on the Peer Groups earnings

Overall these measures as well as the expected earnings benefits the Company
should realize from the redeployment of stock proceeds into interest-earning assets

and leveraging of post-conversion capital which will be somewhat negated by
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expenses associated with the stock benefit plans indicate that the Companys pro

forma core earnings will be less favorable than the Peer Groups Therefore RP

Financial concluded that this was moderately negative factor in our adjustment for

profitability growth and viability of earnings

Interest Rate Risk Quarterly changes in the Companys and the Peer Groups net

interest income to average assets ratios indicated that greater degree of volatility

was associated with the Companys net interest margin Other measures of interest

rate risk such as capital and IENIBL ratios were more favorable for the Peer Group
On pro forma basis the infusion of stock proceeds can be expected to provide the

Company with equity-to-assets and IEAIILB ratios that should be fairly similar to the

comparable Peer Group ratios as well as enhance the stability of the Companys net

interest margin through the reinvestment of stock proceeds into interest-earning

assets On balance RP Financial concluded that interest rate risk was slightly

negative factor in our adjustment for profitability growth and viability of earnings

Credit Risk Loan loss provisions were slightly larger factor in the Peer Groups

earnings 0.33% of average assets versus 0.19% of average assets for the

Company In terms of future exposure to credit quality related losses the Peer

Group maintained higher concentration of assets in loans and diversification into

higher risk types of loans was more significant for the Peer Group Credit quality

measures for non-performing assets and net loan charge-offs were more favorable

for the Company while the Peer Group maintained higher level of loss reserves as

percent of loans and similar loss reserves as percent of non-performing loans

Overall RP Financial concluded that credit risk was moderately positive factor in

our adjustment for profitability growth and viability of earnings

Earnings Growth Potential Several factors were considered in assessing earnings

growth potential First the Company and the Peer Group maintained very similar

interest rate spreads which would tend to provide for comparable net interest

margins for the Company and the Peer Group going forward based on the current

prevailing interest rate environment Second the infusion of stock proceeds will

provide the Company with similar growth potential through leverage as currently

maintained by the Peer Group Third the Companys lower ratio of non-interest

operating income and higher operating expense ratio were viewed as respective

disadvantages to sustain earnings growth during periods when net interest margins

come under pressure as the result of adverse changes in interest rates Overall

earnings growth potential was considered to be slightly negative factor in our

adjustment for profitability growth and viability of earnings

Return on Equity Currently the Companys core ROE is less favorable than the

Peer Groups core ROE Accordingly as the result of the Companys lower core

earnings and the increase in capital that will be realized from the infusion of net stock

proceeds into the Companys equity the Companys pro forma return equity on

core earnings basis can be expected to initially remain lower than the Peer Groups
ROE Accordingly this was moderately negative factor in the adjustment for

profitability growth and viability of earnings

On balance Polonia Bancorps pro forma earnings strength was considered to be less

favorable than the Peer Groups and thus moderate downward adjustment was applied for
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profitability growth and viability of earnings

Asset Growth

Comparative twelve-month asset growth rates for the Company and the Peer Group

showed 6.8% decrease in the Companys assets versus 0.7% increase in the Peer Groups

assets Asset shrinkage for the Company consisted of loans which was partially offset by an

increase in cash and investments Comparatively asset growth for the Peer Group consisted of

cash and investments which was partially offset by slight decrease in loans The Companys

asset growth trends would tend to be viewed less favorably than the Peer Groups growth

trends particularly given the Companys growth trends showed comparatively larger decline in

loans 15.3% decline versus 3.3% decline for the Peer Group On pro forma basis the

Companys tangible equity-to-assets ratio will be more comparable to the Peer Groups ratio

indicating similar leverage capacity for the Company and the Peer Group On balance slight

downward adjustment was applied for asset growth

Primary Market Area

The general condition of an institutions market area has an impact on value as future

success is in part dependent upon opportunities for profitable activities in the local market

served The Companys primary market area is the Philadelphia metropolitan area where it

maintains six branch locations in Philadelphia County and the main office in Montgomery

County Philadelphia County is highly urbanized market which is projected to have modest

population growth over the next five years Projected population growth is stronger for

Montgomery County but less than the projected U.S population growth rate Montgomery

County is relatively affluent market while Philadelphia Countys income measures were

relatively low compared to the statewide and U.S measures Operating in densely populated

market area provides the Company with growth opportunities but such growth must be

achieved in highly competitive market environment The Company competes against

significantly larger institutions that provide larger array of services and have significantly larger

branch networks than maintained by Polonia Bancorp The competitiveness of the Philadelphia

metropolitan area is highlighted by the Companys very low market share of deposits in the

counties where its branches are located
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The Peer Group companies generally operate in slightly slower growing less densely

populated markets with higher per capita income than Philadelphia County and lower per capita

income than Montgomery County The average and median deposit market shares maintained

by the Peer Group companies were significantly above the Companys market share of deposits

in Philadelphia County and Montgomery County Overall the degree of competition faced by

the Peer Group companies was viewed as significantly less than faced by the Company and the

growth potential in the markets served by the Peer Group companies was viewed to be similar

as the Companys primary market area Summary demographic and deposit market share data

for the Company and the Peer Group companies primary market area counties is provided in

Exhibit 111-4 As shown in Table 4.1 March 2012 unemployment rates for eight out of the ten

primary market area counties served by the Peer Group companies were lower than

Philadelphia Countys unemployment rate and on average higher than Montgomery Countys

unemployment rate On balance we concluded that no adjustment was appropriate for the

Companys market area

Table 4.1

Market Area Unemployment Rates

Polonia Bancorp and the Peer Group Companies1

March 2012

County Unemployment

Polonia Bancorp PA Philadelphia 10.3%

Montgomery 6.8

Peer Group Average 8.2%

Alliance Bancorp Inc PA Delaware 7.8

Colonia Financial Services NJ Cumberland 13.6

FedFirst Financial Corporation PA Westmoreland 7.4

First Federal of Northern Michigan Ml Alpena 10.6

Jacksonville Bancorp Inc IL Morgan 8.4

OBA Financial Services Inc MD Montgomery 5.0

River Valley Bancorp IN Jefferson 8.3

Standard Financial Corp PA Allegheny 6.7

WVS Financial Corp PA Allegheny 6.7

Wolverine Bancorp Inc Ml Midland 7.6

Unemployment rates are not seasonally adjusted

Source U.S Bureau of Labor Statistics
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Dividends

The Company currently does not pay dividend After the second-step conversion

future declarations of dividends by the Board of Directors will depend upon 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

Six out of the ten Peer Group companies pay regular cash dividends with implied

dividend yields ranging from 0.84% to 5.32% The average dividend yield on the stocks of the

Peer Group institutions was 1.29% as of May 2012 As of May 2012 approximately 62%

of all fully-converted publicly-traded thrifts had adopted cash dividend policies see Exhibit IV-1

exhibiting an average yield of .65% The dividend paying thrifts generally maintain higher than

average profitability ratios facilitating their ability to pay cash dividends

While the Company currently does not pay dividend it will have the capacity to pay

dividend comparable to the Peer Groups average dividend yield based on pro forma

capitalization On balance we concluded that no adjustment was warranted for this factor

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 the NASDAQ Typically the number of

shares outstanding and market capitalization provides an indication of how much liquidity there

will be in particular stock The market capitalization of the Peer Group companies ranged

from $10.8 million to $63.8 million as of May 2012 with average and median market values of

$39.9 million and $40.9 million respectively The shares issued and outstanding to the public

shareholders of the Peer Group members ranged from 1.5 million to 5.5 million with average

and median shares outstanding of 3.1 million and 2.9 million respectively The Companys

second-step stock offering is expected to provide for pro forma market value that will be in

lower end of the Peer Groups range of market values and fairly consistent with the Peer

Groups average and median shares outstanding However in contrast to all of the Peer Group

companies which are traded on NASDAQ the Companys stock will continue to be traded on

the OTC Markets Group Inc Accordingly we concluded that slight downward adjustment

was necessary for this factor
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Marketing of the Issue

We believe that four separate markets exist for thrift stocks including those coming to

market such as Polonia Bancorps 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 the new issue market in which converting

thrifts are evaluated on the basis of the same factors but on pro forma basis without the

benefit of prior operations as fully-converted publicly-held company and stock trading history

the acquisition market for thrift franchises in Pennsylvania and the market for the public

stock of Polonia Bancorp All of these markets were considered in the valuation of the

Companys to-be-issued stock

The Public Market

The value of publicly-traded thrift stocks is easily measurable and is tracked by

most investment houses and related organizations Exhibit lV-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 IV-2 displays historical stock

market trends for various indices and includes historical stock price index values for thrifts and

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

The value of publicly-traded thrift stocks is easily measurable and is tracked by

most investment houses and related organizations Exhibit lV-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 IV-2 displays historical stock

market trends for various indices and includes historical stock price index values for thrifts and

commercial banks Exhibit lV-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 At the start of the fourth quarter of

2011 day-to-day fluctuations in the broader stock market continued to be dominated by news

regarding Europes sovereign-debt problems The SP 500-stock index briefly moved into

bear-market territory on fears of European debt default which was followed by strong

rebound after the leaders of France and Germany promised to strengthen European banks

positive report on September U.S retail sales and more signs of progress in Europes sovereign-
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debt crisis helped to push the DJIA into positive territory in mid-October Mixed third quarter

earnings reports and ongoing euro-zone concerns provided for more volatility in the broader

stock market through the end of October Overall the DJIA was up 9.5% for October which

was its best one-month performance in nine years The broader stock market continued to

perform unevenly throughout November as investors reacted to ongoing developments

concerning Europes sovereign debt and mixed economic data Notably the DJIA turned in its

worst Thanksgiving week performance since the market began observing the holiday as

Europes debt problems and lackluster economic data weighed on the broader stock market

Comparatively stocks rallied strongly to close out November and into early-December which

was supported by news that major central banks agreed to act together to make it less costly for

European banks to borrow U.S dollars and better-than-expected U.S employment report for

November Stocks traded unevenly heading into mid-December as investors reacted to the

latest developments concerning Europes ability to tackle its debt crisis Encouraging news

coming out of Europe and some reports showing pick-up in U.S economic activity supported

positive trend in the broader stock market to close out 2011 For all of 2011 the DJIA ended

2011 with gain of 5.5% and the NASDAQ Composite was down 1.8% for the year Over the

course of 2011 the SP 500 had been up as much as 8.4% in late-April and down nearly 13%

in early-October For all of 2011 the SP 500 was essentially unchanged

More signs of an improving U.S economy sustained generally positive trend in

the broader stock market at the start of 2012 Major stock indexes moved to six-month highs in

mid-January as investors responded to encouraging jobs data and solid fourth quarter earnings

posted by some large banks Disappointing economic data including weaker than expected

new home sales in December and fourth quarter GDP growth falling short of expectations

contributed to the DJIA posting its first weekly loss of 2012 in late-January Notwithstanding the

downward trend in late-January gains in the major stock indexes for January were the largest in

fifteen years strong jobs report for January helped stocks regain some traction in early-

February with the DJIA moving to its highest close since May 2008 The DJIA posted its

sharpest one day decline for 2012 heading into mid-February which was attributable to

renewed fears of Greek default and disappointing readings on the U.S economy Signs of an

accelerating U.S economic recovery and indications of progress toward an agreement on

bailout for Greece propelled the DJIA to 52-week high in mid-February In late-February the

DJIA closed above 13000 for the first time since the financial crisis and February marked the

fifth straight month that the DJIA closed higher Stocks faltered in early-March on worries about
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Greece and slower global economic growth which was followed by rebound going into mid-

March Some favorable economic reports including solid job growth reflected in the February

employment data Greece moving closer to completing its debt restructuring and most of the

largest U.S banks passing the latest round of stress tests contributed to the rally that pushed

the broader stock market to multi-year highs in mid-March Concerns about slower growth in

China pulled stocks lower heading into the close of the first quarter while the broader stock

market closed out the first quarter with gain Overall the DJIA was up 8.1% for the first

quarter which was the best first quarter performance for the DJIA since 1998

Following the strong first quarter of 2012 stocks moved lower at the beginning of

the second quarter Among the factors contributing to the decline included minutes from the

latest Federal Reserve meeting that suggested further monetary stimulus was unlikely and

disappoint employment report for March in which job growth was less than expected The DJIA

had its worst week for 2012 in mid-April as worries over rising borrowings costs for European

countries fueled the downturn Stocks rebounded at the end of April and the DJIA moved to

four year high at the start of May with some favorable first quarter earnings posted by some

blue chip stocks and stronger than expected reading for manufacturing activity in April

supporting the gains disappointing jobs report for April fueled selloff in the broader stock

market to close out the first week of May with the DJIA recording its worst week of 2012 on

heightened concerns that the economic recovery was heading for slowdown On May

2012 the DJIA closed at 13038.27 an increase of 3.2% from one year ago and an increase of

6.7% year-to-date and the NASDAQ closed at 2956.34 an increase of 4.6% from one year ago

and an increase of 13.5% year-to-date The Standard Poors 500 Index closed at 1369.10 on

May 2012 an increase of 2.2% from one year ago and an increase of 8.9% year-to-date

The market for thrift stocks has been somewhat volatile as well in recent

quarters but in general underperformed the broader stock market Bank and thrift stocks led

sharp market downturn to start out the fourth quarter of 2011 as investors were unsettled when

Greeces government indicated that it would miss its deficit target in 2011 Indications that

European policymakers were moving forward with plans to stabilize Europes banks and resolve

Europes debt crisis pushed bank and thrift stocks along with the broader market higher heading

into mid-October Thrift stocks underperformed the broader stock market in mid-October as

third quarter earnings reports for some of the nations largest banks showed decreases in

revenues Shares of financial stocks rallied in late-October as European leaders hashed out an

eleventh hour agreement to address the fallout from Greeces debt woes Volatility prevailed in
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bank and thrift stocks through most of November which was largely tied to changes in

sentiment over resolution of Europes sovereign debt problems Thrift stocks traded lower along

with the broader stock market Thanksgiving week and more than recovered those losses the

following week as financial shares were the strongest gainers on news about coordinated

plan by major central banks to cut short-term borrowings rates and U.S employment growth

picked up speed in November Thrift stocks were largely trendless heading into mid-December

as investors reacted to generally positive economic data and the conclusion of the European

summit strong report on housing starts in November and Spains second successful debt

auction boosted financials along with the broader stock market in late-December Thrift stocks

closed out 2011 generally trending higher as financials benefitted from economic reports

showing brightening picture for the U.S economy For 2011 overall the SNL Index for all

publicly-traded thrifts showed decline of 18.7%

Some more encouraging news on the economy helped to sustain the advance in

thrift stocks at the beginning of 2012 Bank and thrift stocks did not keep pace with the broader

stock market heading into the second half of January as financials traded in narrow range on

mixed fourth quarter earnings reports coming out of the sector Financial stocks led the broader

market lower in late-January as investors focused on the standoff between Greece and its

creditors and the cut in Bank of Americas rating by Goldman Sachs The better-than-expected

employment report for January boosted thrift stocks in early-February which was followed by

slight pullback on some profit taking and renewed concerns about the Greek bailout Bank and

thrift stocks advanced in mid-February on increased optimism that Greece was close to getting

approval of its bailout package Financials traded in fairly narrow range into late-February and

then retreated along with the broader stock market in late-February and early-March based on

concerns related to the global economy Generally favorable results from the Federal Reserves

latest round of stress test triggered broad based rally for bank and thrift stocks in mid-March

Thrift stocks traded in narrow range to close out the first quarter

Thrift stocks tumbled along with stocks in general at the start of the second

quarter 2012 as investors reacted to the weaker than expected job growth reflected in the

March employment report and renewed concerns about Europes debt problems The March

consumer price index which showed that core inflation was still above the Federal Reserves

target range also pressured thrift stocks lower in mid-April Thrift stocks rebounded in late-April

as the Federal Reserve meeting concluded with no change in its target rate and reaffirmed their

plan to keep short-term rates near zero until Iate-2014 The disappointing employment report
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for April led thrift stocks lower to close out the first week of May On May 2012 the SNL

Index for all publicly-traded thrifts closed at 513.7 decrease of 8.6% from one year ago and

an increase of 6.7% year-to-date

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 Companys 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 pro forma basis

specifically the numerator and denominator are both impacted by the conversion offering

amount unlike existing stock issues in which price change affects only the numerator and

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 converting thrift will typically result in discount to book value

whereas in the current market for existing thrifts the P/B ratio may reflect 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

Over the past three months there were no conversion offerings completed As

shown in Table 4.2 two standard conversions and one second-step conversion have been

completed during 2012 The second-step conversion offering is considered to be more relevant

for our analysis which was completed on January 18 2012 Cheviot Financials second-step

offering was completed at the minimum of the offering range with 62% offering raising gross

proceeds of $37.4 million Cheviot Financials pro forma price/tangible book ratio at the closing

value equaled 65.6% Cheviot Financials stock price closed 2.6% above its offering price after

one week of trading and was up 9.7% from its offering price through May 2012

The Acquisition Market

Also considered in the valuation was the potential impact on Polonia Bancorps

stock price of recently completed and pending acquisitions of other thrift institutions operating in

Pennsylvania As shown in Exhibit lV-4 there were nine Pennsylvania thrift acquisitions

completed from the beginning of 2008 through May 2012 and there are currently three
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Table 4.2

Pricing Characteristics and After-Market Trends

Conversions Completed in 2012
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acquisitions pending of Pennsylvania savings institutions The recent acquisition activity

involving Pennsylvania savings institutions may imply certain degree of acquisition speculation

for the Companys stock To the extent that acquisition speculation may impact the Companys

offering we have largely taken this into account in selecting companies for the Peer Group

which operate in markets that have experienced comparable level of acquisition activity as the

Companys market and thus are subject to the same type of acquisition speculation that may

influence Polonia Bancorps stock However since converting thrifts are subject to three-year

regulatory moratorium from being acquired acquisition speculation in Polonia Bancorps stock

would tend to be less compared to the stocks of the Peer Group companies

Trading in Polonia Bancorps Stock

Since Polonia Bancorps minority stock currently trades under the symbol

PBCP on the OTC Markets Group Inc RP Financial also considered the recent trading activity

in the valuation analysis Polonia Bancorp had total of 3155114 shares issued and

outstanding at March 31 2012 of which 1336677 shares were held by public shareholders

and traded as public securities The Companys stock which is not actively traded showed

52 week trading range of $5.75 to $7.80 per share through May 2012 The Companys stock

closed at $6.89 per share on May 2012

There are significant differences between the Companys minority stock

currently being traded and the conversion stock that will be issued by the Company Such

differences include different liquidity characteristics different return on equity for the

conversion stock the stock is currently traded based on speculation of 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 fornia impact is made known publicly the trading level will become

more informative

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 Companys

minority stock Taking these factors and trends into account RP Financial concluded that
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slight downward adjustment was appropriate in the valuation analysis for purposes of marketing

of the issue

Management

Polonia Bancorps management team appears to have experience and expertise in all of

the key areas of the Companys operations Exhibit IV-5 provides summary resumes of Polonia

Bancorps Board of Directors and senior management While the Company does not have the

resources to develop great deal of management depth given its asset size and the impact it

would have on operating expenses management and the Board have been effective in

implementing an operating strategy that can be well managed by the Companys present

organizational structure Polonia Bancorp currently does not have any executive management

positions that are vacant

Similarly 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

Effect of Government Regulation and Regulatory Reform

In summary as fully-converted 0CC regulated institution Polonia Bancorp 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 Banks 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 Companys pro

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

Group
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Key Valuation Parameters Valuation Adiustment

Financial Condition
Slight Upward

Profitability Growth and Viability of Earnings Moderate Downward
Asset Growth

Slight Downward

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 0CC and adopted

by the FRB i.e the pro forma market value approach we considered the three key pricing

ratios in valuing the Companys to-be-issued stock -- price/earnings PIE price/book P/B
and price/assets P/A approaches -- all performed on pro forma basis including the effects

of the stock proceeds In computing the pro forma impact of the conversion and the related

pricing ratios we have incorporated the valuation parameters disclosed in the Companys

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

expenses summarized in Exhibits lV-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 Financials valuation placed an emphasis on the following

PIE ApDroach The P/E approach is generally the best indicator of long-term value

for stock and we have given it significant weight among the valuation approaches
Given certain similarities between the Companys and the Peer Groups earnings

composition and overall financial condition the P/E approach was carefully

considered in this valuation At the same time recognizing that the earnings

multiples will be evaluated on pro forma basis for the Company and 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 Aproach P/B ratios have generally served as useful benchmark in the

valuation of thrift stocks particularly in the context of conversion offering as the

earnings approach involves assumptions regarding the use of proceeds RP
Financial considered the P/B approach to be 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 exclude the impact of intangible assets i.e
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price/tangible book value or P/TB in that the investment community frequently

makes this adjustment in its evaluation of this pricing approach

P/A Approach P/A ratios are generally 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 communitys

willingness to pay market multiples for earnings or book value when ROE is

expected to be low

Tradinç of PBCP stock Converting institutions generally do not have stock

outstanding Polonia Bancorp however has public shares outstanding due to

the mutual holding company form of ownership Since Polonia Bancorps stock

is currently quoted on the OTC Markets Group Inc it is an indicator of investor

interest in the Companys conversion stock and therefore received some weight

in our valuation Based on the May 2012 closing stock price of $6.89 per

share and the 3155114 shares of Polonia Bancorp stock outstanding the

Companys implied market value of $21.7 million was considered in the valuation

process However since the conversion stock will have different characteristics

than the minority shares and since current pro forma information has not been

publicly disseminated to date the current trading price of Polonia Bancorps

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 SOP 93-6 in the valuation

In preparing the pro forma pricing analysis we have taken into account the pro forma

impact of the MHCs net assets that will be consolidated with the Company and thus will

increase equity At March 31 2012 the MHC had unconsolidated net assets of $102000

Based on the application of the three valuation approaches taking into consideration the

valuation adjustments discussed above RP Financial concluded that as of May 2012 the

aggregate pro forma market value of Polonia Bancorps conversion stock equaled $21254600

at the midpoint equal to 2656825 shares at $8.00 per share The $8.00 per share price was

determined by the Polonia Bancorp Board The midpoint and resulting valuation range is based



RP Financial LC VALUATION ANALYSIS
IV 19

on the sale of 57.63% ownership interest to the public which provides for $12250000

public offering at the midpoint value

Price-to-Earnings PIE The application of the PIE valuation method requires

calculating the Companys pro forma market value by applying valuation P/E multiple to the

pro forma earnings base In applying this technique we considered both reported earnings and

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 Companys reported earnings equaled $481000 for the twelve months ended March 31

2012 In deriving Polonia Bancorps core earnings the adjustments made to reported earnings

were to eliminate gains on the sale of loans and investment securities gains which equaled

$598000 and $254000 respectively for the twelve months ended March 31 2012 As shown

below on tax effected basis assuming an effective marginal tax rate of 40.0% for the

earnings adjustments the Companys core earnings were determined to equal net loss of

$30000 for the twelve months ended March 31 2012 Note see Exhibit IV-9 for the

adjustments applied to the Peer Groups earnings in the calculation of core earnings

Amount

$000

Net incomeloss $481

Deduct Gain on sale of loans1 359
Deduct Investment securities gains 152

Core earnings estimate $30

Tax effected at 40.0%

Based on the Companys reported and estimated core earnings and incorporating the

impact of the pro forma assumptions discussed previously the Companys pro forma core P/E

multiple at the $21.3 million midpoint value was not meaningful NM as the result of pro forma

net loss shown for the twelve month period The Companys reported PIE multiple at the $21.3

midpoint value equaled 53.74 times Comparatively the Peer Groups average reported and

core P/E multiples equaled 17.20 times and 17.10 times respectively see Table 4.3 In

comparison to the Peer Groups average reported P/E multiple the Companys pro forma

reported P/E multiple at the midpoint value indicated premium of 212.44% The Peer Groups

median reported and core earnings multiples equaled 15.52 times and 17.16 times

respectively In comparison to the Peer Groups median reported earnings multiple the

Companys reported PIE multiple at the midpoint value indicated premium of 246.26% At the
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top of the super range the Companys reported PIE multiple equaled 75.95 times In

comparison to the Peer Groups average and median reported PIE multiples the Companys

reported P/E multiple at the top of the super range reflected premiums of 341.56% and

369.37% respectively

Price-to-Book P/B The application of the P/B valuation method requires

calculating the Companys pro forma market value by applying valuation P/B ratio as derived

from the Peer Groups P/B ratio to the Companys pro forma book value Based on the $21.3

million midpoint valuation the Companys pro forma P/B and PITB ratios both equaled 56.86%

In comparison to the average P/B and P/TB ratios for the Peer Group of 69.65% and 71 .44%

the Companys ratios reflected discount of 18.36% on P/B basis and discount of 2041%

on P/TB basis in comparison to the Peer Groups median P/B and P/TB ratios of 72.35% and

74.30% respectively the Companys pro forma P/B and P/TB ratios at the midpoint value

reflected discounts of 21.41% and 23.47% respectively At the top of the super range the

Companys P/B and P/TB ratios both equaled 68.85% In comparison to the Peer Groups

average P/B and P/TB ratios the Companys P/B and P/TB ratios at the top of the super range

reflected discounts of 1.15% and 3.63% respectively In comparison to the Peer Groups

median P/B and P/TB ratios the Companys P/B and P/TB ratios at the top of the super range

reflected discounts of 4.84% and 7.34% respectively RP Financial considered the discounts

under the P/B approach to be reasonable particularly in light of the significant premiums

reflected in the Companys pro forma core P/E multiples

Price-to-Assets P/A The P/A valuation methodology determines market value

by applying valuation P/A ratio to the Companys 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 $21.3 million midpoint of the valuation range the Companys value equaled

7.89% of pro forma assets Comparatively the Peer Group companies exhibited an average

P/A ratio of 10.51% which implies discount of 24.93% has been applied to the Companys pro

forma P/A ratio In comparison to the Peer Groups median P/A ratio of 11.35% the Companys

pro forma P/A ratio at the midpoint value reflects discount of 30.48%
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IV.22

Comparison to Recent Offerings

As indicated at the beginning of this chapter RP Financials analysis of recent

conversion offering pricing characteristics at closing and in the aftermarket has been limited to

technical analysis and thus the pricing characteristics of recent conversion offerings can not

be primary determinate of value Particular focus was placed on the P/TB approach in this

analysis since the PIE 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

one second-step conversion has been completed in 2012 and closed at pro forma

price/tangible book ratio of 65.6% see Table 4.2 Cheviot Financials stock price closed 2.6%

above its offering price after one week of trading and was up 9.7% from its offering price

through May 2012 In comparison the Companys pro forma price/tangible book ratio at the

appraised midpoint value reflects discount of 13.32% and at the top of the super range reflects

premium of 4.95%

Valuation Conclusion

Based on the foregoing it is our opinion that as of May 2012 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 newly-issued shares representing the MHCs

current ownership interest in the Company and exchange shares issued to existing public

shareholders of the Company was $21254600 at the midpoint equal to 2656825 shares at

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 $18066416 or 2258302 shares at the minimum $24442792 or

3055349 shares at the maximum and $28109208 or 3513651 shares at the super maximum

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 $12250000 equal to

1531250 shares at $8.00 per share The resulting offering range and offering shares all

based on $8.00 per share are as follows $10412504 or 1301563 shares at the minimum

$14087504 or 1760938 shares at the maximum and $16200624 or 2025078 shares at the

super maximum The pro forma valuation calculations relative to the Peer Group are shown in

Table 4.4 and are detailed in Exhibit lV-7 and Exhibit IV-8
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IV.23

Establishment of the Exchance Ratio

The conversion regulations provide that in conversion of 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 Polorüa Bancorp 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 offering 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 0.8421 shares of the Company for

every share held by public shareholders Furthermore based on the offering range of value the

indicated exchange ratios are 0.7158 at the minimum 0.9684 at the maximum and 1.1136 at

the super maximum 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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Poloriia Bancorp Inc

Map of Office Locations
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Exhibit 1-3

Polonia Bancorp Inc

Key Operating Ratios

Ator Ator

For the Three Months Ended For the Year Ended

March 31 December31

In thousands except per share data
2012 2011 2011 2010 2009

Performance Ratios

Return on average assets 12% 0.0 1% 0.15% 1.44% 0.15%

Returnon average equity 1.09 0.09 1.44 13.00 1.60

Interest rate spread 3.01 2.77 3.05 2.84 2.55

Netinterestmargin3 3.10 2.89 3.14 3.01 2.74

Noninterest expense to average assets 3.12 2.94 3.14 3.48 2.96

Efficiency ratio 90.62 104.12 90.53 62.26 91.72

Average interest-earning assets to average interest-bearing

liabilities 10787 109.51 107.23 109.42 107.95

Average equity to average assets 10.73 9.57 10.10 11.07 9.36

Capital Ratios

Tangible capital 10.49 9.56 10.22 892 9.34

Corecapital 10.49 9.56 10.22 8.92 9.34

Total risk-based capital 21.74 1918 21.49 18.18 19.78

Asset Quality Ratios Excluding Covered Assets

Allowance for Joan losses on non-covered loans as percent of

total non-covered loans .94% 0.60% 0.74%

Allowance for Joan losses on non-covered loans as percent of

non-performing non-covered loans 60.16 95.13 61.39 81.56 40.66

Non-performing non-covered loans as percent of total non-

covered loans 146 .64 1.52 0.74 1.81

Non-performing non-covered assets as percent of total non-

covered assets 0.91 037 0.86 0.50 1.26

Asset Quality Ratios All Assets

Allowance for loan losses as percent of total loans 078% 083% 0.83% 0.49% 0.74%

Allowance for Joan losses as percent of non-performing loans 45.21 45.27 48.37 39.68 40.66

Net charge-offs recoveries to average outstanding loans during

theperiod
0.15 0.01 0.01 0.11 0.01

Non-performing loans as percent of total loans 173 1.11 1.71 1.23 1.81

Non-performing assets as percent of total assets LII 0.68 1.03 0.81 1.26

Other Data

Number of

Real estate loans outstanding 1189 1318 1234 1368 968

Deposit accounts 9480 11208 9719 12131 8729

Full-servIce offices

Performance ratios for the three-month periods have been annualized

Represents the difference between the weighted average yield on average interest-earning assets and the weighted average cost

of interest-bearing liabilities

Represents net interest income as percent of average interest-earning assets

Represents noninterest expense divided by the sum of net interest income and noninterest income

Ratios are for Polonia Bank

Source Polonia Bancorps prospectus
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Exhibit 1-4

Polonia Bancorp Inc

Investment Portfolio Composition

Securities available-for-sale

Fannie Mae

Freddie Mac

Government National Mortgage

Association

Collateralized mortgage

obligationsgovernment

sponsored entities

Total mortgage-backed securities

Corporate securities

Total debt securities

Equity securitiesfinancial

services

Securities held-to-maturity

Fannie Mae

Freddie Mac

Total mortgage-backed securities

$4596 $4946 5049 5413

198 212 226 243

48763 22611 22563 13780 13641

10229 3516 3512

58992 26127 $26075 13780 13641

At March31

2012

At December31

2011 2010

Amortized Fair Amortized Fair Amortized Fair

Cost Value Cost Value Cost Value

In thousands

2009

Amortized Fair

Cost _Value

7558 7999 13163 13719

1062 1116 2763 2906

Total $15975 $16520

844 963 891 1014 1054 1179 1339 1447

3364 3389 3750 3811 6237 6245 86 87

9002 9510 9916 10481 15911 16539 17351 18159

6973 7010 6972 6867 10551 10802 12370 12425

15975 16520 16888 17348 26462 27341 29721 30584

19 19 18

16888 17348 26481 27350 29740 30602

At December 31

2010 2009
At March31

2012 2011

Amortized Fair Amortized Fair Amortized Fair

Cost Value Cost Value Cost Value

In thousands

$46285 $48339 46772

9354 9785 9825

$55639 $58124 56597

Amortized Fair

Cost Value

Source Polonia Bancorps prospectus
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Exhibit 1-5

Polonia Bancorp Inc

Yields and Costs

At March 31
Three Months Ended March 31

2012 2012 2011

YieIdf Average Yield/ Average Yield/

Cost Balanee Cost Balance Cost

Dollars iii thousands

Assets

Interest-earning assets

Loans 5.22% 151240 5.22% 173976 5.13%

Investment securities 3.28 72805 3.20 71837 3.17

Other interest-earning assets 0.03 17273 0.05 24676 0.07

Total interest-earning assets 4.22% 241318 4.30% 270489 4.20%

Noninterest-earning assets 19513 15933

Allowance for Loan Losses 1267 792

Total assets 259564 285630

Liabilities and equity

Interest-bearing liabilities

Interest-bearing demand deposits 0.70% 15989 0.68% 13121 0.62%

Money market deposits 0.62 43299 0.62 55561 0.66

Savings accounts 0.35 29958 0.35 29874 0.45

Time deposits 1.54 107149 1.52 118241 182

Total interest-bearing deposits 1.09% 196395 108% 216797 1.26%

FHLB advancesshort-term 1778 0.68

FHLB advanceslong-term 2.82 26377 2.84 27398 2.83

Advances by borrowers for taxes and insurance 2.00 947 2.54 1024 2.38

Total interest-bearing liabilities 1.30% 223719 1.29% 246997 1.43%

Noninterest-bearing liabilities 7987 11309

Total liabilities 231706 258306

Retained earnings 27858 27324

Total liabilities and retained earnings 259564 285630

Interest rate spread 3.01% 2.77%

Net yield on interest-bearing assets 3.10% 2.89%

Ratio of average interest-earning assets to average interest-

bearing liabilities _107.87%
109.51%



Exhibit 1-5 continued

Polonia Bancorp Inc

Yields and Costs

Interest

Average and

Balance Dtvidends

Assets

Interest-earning assets

Loans 162609 8947

Investment securities 75665 2467

Other interest-earning assets 17209

Total interest-earning

assess 255483 11421

Nonintercst-caening assets

Allowance for Loan Losses

Total assets

Liabihuos and
equity

Interest-bearing liabilities

Interest-bearing demand

deposits

Money market deposits

Savings accounts

Time deposits

Total interest-bearing

deposits

FIILB advancesshort-term

FI-ILB advanceslong-term

Advances by borrowers tbr

taxes and insurance

Total interest-bearing

liabilities

Noninterest-bearing liabilities

Total liabilities

Stockholders equity

Total liabilities arid

stockholders

equity $373gg4

Nat intesest income

Interest rate apread

Net yield on interest-bearing assets

Pstio of average interest-earning assets

to average interest-bearing liabilities

Years Ended December31

Interest

Yield Average and Yield

Cost Balance Dividends Coat

Dollars in thousands

5.50% 46779 8251

326 43357 1584

0.04 4746

4.47% 204882 9844

15.950

936

219896

Interest

Average and Yield

Balance Dividends Cost

5.62% 54555 8772

3.65 40535 1926

0.06 13.482

4.80% 208572 10707

14002

1035

221.539

071%

1.70

0.75

3.63

2011 20tIl 2009

19650

1249

273884

14386

49040

30155

112634

6V/

4.75

0.07

5.13

83 058% 11189 74 0.67 0.776 77

326 0.66 34233 353 1.03 34173 582

127 0.42 29497 149 0.51 31809 237

2016 .79 82549 2.257 273 91166 3313

206215 2552 1.24% 57468 2833 1.80% 167924 4209 2.51

1628 11 0.68 77 1.30

29507 805 2.73 28757 819 2.85 23963 763 3.18

902 21 233 1022 23 2.25 1254 27 2.15

238252 3389 1.42% 187247 3675 l96/ 193218 5000 2.59

7980 8308 7583

246232 195.555 200801

27652 24.34 20.738

219896 221539

8032 6169 5707

305% 2.84%

3.14% 301%

107.23% 09.42%

2.55%

2.74%

107 95%

Source Polonia Bancorps prospectus
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Exhibit 1-6

Polonia Bancorp Inc

Loan Loss Allowance Activity

March 31 December 31

2012 2011 2010 2009 2O0 2007

Non-

Non-Covered Covered Covered Covered

Loans Loans Totals Loans Loans Total

Dollars in thousands

Allowance for losses on non-

covered loans at

beginningofperiod $1206 73 $1279 834 834 $1115 858 $731 $695

Provision credit for loan

losses on non-covered

loans 90 90 367 73 440 115 252 85 31

Charge-offs

One- to four-family 223 170

Multi-family and

commercial real

estate

Home equity loans and

lines of credit

Consumer

Total 223 223 1201 73 1274 170

Recoveries

One- to four-family 42

Multi-family and

commercial real

estate

Home equity loans and

lines of credit

Consumer

Total 42

Net recoveries charge-offs 223 223 166 42

Allowance at end of period. 1073 73 $1146 $1206 73 $1279 834 $1115 $858 $731

Allowance to non-

performing loans at the

endoftheperiod 60% 10 45% 61% 11% 48% 82% 41% 118% 338%

Allowance to total loans

outstanding at the end of

the period 0.88% 0.30 0.78% 0.93% 0.28% 0.83% 0.60% 0.74% 0.52% 0.53%

Net charge-offs recoveries

to average loans

outstanding during the

period N/A N/A 0.15% 0.01% 0.00% 0.01% 0.11% 0.01% 0.01% O.01%

Source Polonia Bancorps prospectus
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Exhibit 1-7

Polonia Bancorp Inc

Interest Rate Risk Analysis

Net Portfolio Value as of

Estimated Net Portfolio Value Portfolio Value of Assets

Basis Point bp
Change in Rates Amount Change Change NPV Ratio Change bp

Dollars in thousands

300 23558 13178 36.00% 9.53% 405
200 30507 6230 17.00 11.89 170
100 35004 1732 5.00 13.24 35

36737 13.58

100 37101 364 1.00 13.53

Source Polonia Bancorps prospectus
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Exhibit -8

Polonia Bancorp Inc

Fixed and Adjustable Rate Loans

At March 31 2012

One- to four-family residential real estate

Multi-family and commercial real estate

Home equity and lines of credit

Consumer

Covered loans

Total

At December 31 2011

One- to four-family residential real estate

Multi-family and commercial real estate

Home equity and lines of credit

Consumer

Covered loans

Total

Floating or

Fixed-rates Adjustable Rates Total

In thousands

106174 106174

724 7241

1596 1699 3295

2435 2435

8908 13438 22346

126354 15137 141491

111206 111206

9133 9133

1520 1767 3287

2527 2527

9543 13813 23356

133929 15580 149509

Source Polonia Bancorps prospectus
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Exhibit 1-9

Polonia Bancorp Inc

Loan Portfolio Composition

At March 31
At December31

2012 2011 2010 2009 2008 2007

Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent

Dollars in thousands

Real estate loans

One-tofour-family 106267 72.49% $111272 71.82% $119085 69.40% $131571 86.84% $144508 8768% $120774 87.42%

Multi-family andeommercialcealestate 7554 5.15 9439 6.09 10272 5.99 10214 6.74 12.020 7.29 9803 7.09

Home equity loans 2883 1.97 2.818 1.82 2.918 170 3372 223 4172 2.53 4343 3.14

Home equity lines of credit 1699 116 1767 114 2023 1.18 3036 2.00 t36l 083 980 0.71

Total real estate loans 118403 80.77 125296 80.87 134298 7827 148.193 9781 162061 9833 135900 98.36

Consumer

Education 2804 91 2885 86 3179 1.85 3.281 2.17 2690 1.63 2170 1.57

Otherconsumer 973 .66 1032 0.67 1300 0.76 33 0.02 60 004 90 0.07

Total consumer loans 3777 2.57 3917 253 4479 261 3314 19 2750 67 2260 .64

Total loans excludingcoveredloans 122180 83.34 129.313 8340 138777 80.88 151507 100.00 164811 10000 138160 100.00

Covered loans 24417 16.66 25708 1660 32808 19.12

Totalloans 146597 10000% 154921 100.00% 171585 100.00% 151507 100.00% 164811 10000% 138.160 100.00%

Netdeferredloan fees 280 290 278 215 195 149

Allowance for loan losses on non-covered loans 1073 1206 834 1.115 857 731

Allowance for loan losses on covered loans 73k 73 _________

Loansnet 145171 $153352 $170473 $15O7 $163759 $137280

Source Polonia Bancorps prospectus
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Exhibit 1-10

Polonia Bancorp Inc

Contractual Maturity by Loan Type

At Marchll 2012

One- to four-family residential real estate

Multi-family and commercial real estate

Home equity and lines of credit

Consumer

Covered loans

Total

At December31 2011

One- to four-ftmily residential real estate

Multi-family and commercial real estate

Home equity and lines of credit

Consumer

Covered loans

Total

More than

one year

One Year to live More than

-__or
Less years rwe years Total

In thousands

93 2185 103989 106267

313 901 6340 7554

1287 434 2861 4582

1342 521 1914 3777

2071 3950 18396 24417

5106 7991 133500 146597

66 2207 108999 111272

306 925 8208 9439

1298 459 2828 4585

1390 536 1991 3917

2352 3891 19465 25708

5412 8018 141491 154921

Source Polonia Bancorps prospectus
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Exhibit I-Il

Polonia Bancorp Inc

Non-Performing Assets

Non-accrual non-covered loans

One- to four-family

Multi-family and commercial real estate

Home equity loans and lines of credit

Consumer

Total non-performing non-covered

loans

Non-accrual covered loans

One- to four-family

Multi-family and commercial real estate

Commercial

Total non-performing covered loans

Total non-performing loans

At December31

2011 2010 2009 2008 2007

Dollars in thousands

964 749

649

55 47

296 226

___________
1964 1022 2742 729 216

501 305

179 179

596

680 1080

__________
2644 2102 2742 729 216

177% 1.68% 0.81%

2742 729 216

1.26% 0.33% 0.11%

Troubled debt restructurings do not include troubled debt restructurings that remain on non-accrual status and are included in

non-accrual loans above

AtMarch 31
2012

918

561

55

249

1783

1169 705 179

1532

41 24 37

682

70

752

2535

352

2887

1703

Real estate owned

Total non-performing assets

Troubled debt restructurings

Troubled debt restructurings and total non-performing

assets 4590

Total non-performing loans to total loans .73%

Total non-performing loans to total assets 0.98%

Total non-performing assets and troubled debt

restructurings to total assets

83 314

2727 2416

1714

4441 2416 2742 729 216

1.71% 1.23% 1.81% 0.44% 0.16%

1.00% 0.70% 1.26% 0.33% 0.11%

Source Polonia Bancorps prospectus
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Exhibit 1-12

Potonia Bancorp Inc

Deposit Composition

At December 31
At March 31

2012 2011 2010 2009

Amount Percent Amount Percent Amount Percent Amount Percent

Doilan in thousands

Noninterest-bearing accounts 6416 3.16% 6645 3.27% 8806 3.68% 5650 3.44%

Interest-bearingaccounts 16222 7.98 15721 7.75 14767 6.16 11118 6.77

Money market 42737 21.03 43656 21.50 56769 23.70 32859 20.01

Savings accounts 29.5 16 14.53 30235 14.89 29523 12.32 29088 17.71

Time deposits 108284 53.30 106759 52.59 129840 54.14 85492 52.07

Total $203175 100.00% 203016 100.00% 239706 100.00% 164207 100.00%

Source Polonia Bancorps prospectus
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Exhibit -13

Polonia Bancorp Inc

Maturity of Time Deposits

Amount Due

More Than More Than More Than

0neYer TwoYears Three Percentol

OneVear toTwO tolbree Yearsto MoreThan Totsilime

or Less Years Years Four Years Four Years Total Deposits

Dollars in thousands

0.01 0.99% 25539 1270 26809 24.76%

1.00 1.99% 28104 8053 4355 611 12648 53771 49.66

2.003.99% 2149 2992 1390 3670 11494 21695 20.03

4.005.99% 4699 1310 6009 5.55

Total $60491 13625 5745 4281 24142 108284 100.00%

Source Polonia Bancorps prospectus
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Exhibit 1-14

Polonia Bancorp Inc

Borrowing Activity

Three Months Ended At or For the

March31 Year Ended December31

2012 2011 2011 2010 2009

Dollars in thousands

Maximum amount of advances outstanding at any month end

during the period

FHLB advances 26043 31567 36473 30429 26474

Average advances outstanding during the period

FHLB advances 26377 27398 31135 28757 24040

Weighted average
interest rate during the period

FHLI3 advances 2.84% 2.78% 2.62% 2.85% 3.17%

Balance outstanding at end of period

FHLB advances 25946 31520 31091 28426 26474

Weighted average interest rate at end of period

FHLB advances 2.82% 2.44% 262% 2.80% 2.97%

Source Polonia Bancorps prospectus
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Exhibit U-i

Polonia Bancorp Inc

Description of Office Properties

We conduct our business through our main office and six branch offices in Montgomery and Philadelphia counties

Pennsylvania We currently own all of our branch offices and of the three former Earthstar Bank branches

continuing as branches of Polonia Bank we expect to own two and lease one

Source Polonia Bancorps prospectus



EXHIBIT 11-2

Historical Interest Rates



Exhibit 11-2

Historical Interest Rates1

Prime 90 Day One Year 10 Year

YearQtr Ended LiII IiJl 1-Bond

2000 Quarter 9.00% 5.88% 6.28% 6.03%

Quarter 9.50% 5.88% 6.08% 6.03%

Quarter 9.50% 6.23% 6.07% 5.80%

Quarler4 950% 5.89% 5.32% 5.12%

2001 Quarter 8.00% 4.30% 4.09% 4.93%

Quarter 6.75% 3.65% 3.72% 5.42%

Quarter 6.00% 2.40% 2.49% 4.60%

Quarter4 4.75% 1.74% 2.17% 5.07%

2002 Quarter 4.75% 1.79% 2.70% 5.42%

Quarter2 4.75% 1.70% 2.06% 4.86%

Quarter3 4.75% 1.57% 1.53% 3.63%

Quarter 4.25% 1.22% 1.32% 3.83%

2003 Quarter 4.25% 1.14% 1.19% 3.83%

Quarter 4.00% 0.90% 1.09% 3.54%

Quarter 4.00% 0.95% 1.15% 3.96%

Quarter 4.00% 0.95% 1.26% 4.27%

2004 Quarter 4.00% 0.95% 1.20% 3.86%

Quarter2 4.00% 1.33% 2.09% 4.62%

Quarter 4.75% 1.70% 2.16% 4.12%

Quarter 5.25% 2.22% 2.75% 4.24%

2005 Quarter 5.75% 2.80% 3.43% 4.51%

Quarter 6.00% 3.12% 3.51% 3.98%

Quarter 6.75% 3.55% 4.01% 4.34%

Quarter 7.25% 4.08% 4.38% 4.39%

2006 Quarter 7.75% 4.63% 4.82% 4.86%

Quarter 8.25% 5.01% 5.21% 5.15%

Quarter 8.25% 4.88% 4.91% 4.64%

Quarter 8.25% 5.02% 5.00% 4.71%

2007 Quarter 825% 5.04% 4.90% 4.65%

Quarter2 8.25% 4.82% 4.91% 5.03%

Quarter 7.75% 3.82% 4.05% 4.59%

Quarter 7.25% 3.36% 3.34% 3.91%

2008 Quarter 5.25% 1.38% 1.55% 3.45%

Quarter 5.00% 1.90% 2.36% 3.99%

Quarter 5.00% 0.92% 1.78% 3.85%

Quarter4 3.25% 0.11% 0.37% 2.25%

2009 Quarter 3.25% 0.21% 0.57% 2.71%

Quarter 3.25% 0.19% 0.56% 3.53%

Quarter 3.25% 0.14% 0.40% 3.31%

Quarter 3.25% 0.06% 0.47% 3.85%

2010 Quarter 3.25% 0.16% 0.41% 3.84%

Quarter 3.25% 0.18% 0.32% 2.97%

Quarter 3.25% 0.18% 0.32% 2.97%

Quarter4 3.25% 0.12% 0.29% 3.30%

2011 Quarter 3.25% 0.09% 0.30% 3.47%

Quarter 3.25% 0.03% 0.19% 3.18%

Quarter3 3.25% 0.02% 0.13% 1.92%

Quarter4 3.25% 0.02% 0.12% 1.69%

2012 Quarter 3.25% 0.07% 0.19% 2.23%

As of May 2012 3.25% 0.07% 0.18% 1.91%

End of period data

Sources Federal Reserve and The Wall Street Journal
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Ticker Mcialflstflution

Exhibit Ill-I

Characteristics of Publicly-Traded Thrifts
Nay 2012

California Companies

BOFI Bofi Holding Inc Of CA

ROV Provident Fin Holdings of CA

BANC First PacTrust Bsncorp of CA
AFYG Zaiser Federal Fin Group of CA

BYFC Broadway Financial Corp of CA

florida Cenies

aa Narket Stratl Aesete2 Offices

SNil
tear Date Price

Cs

Value

SNil

NASDAC Sen Diego CA Thrift 2.226 06-30 03/05

NASDAQ Riverside CA N.E 1.301 14 06-30

NASDAG Chula Vista CA Thrift 1.001 12-31 08/02

120

NASDAG Covina CA Thrift 933 06-30 11/10

128

NASDAO Los Angeles CA Thrift

133

NIBR Hudson City Eancorp Inc of NJ NASDAO Paremus NJ Thrift 45.404 135 12-31 06/05 6.77
NIS New York Community Bcrp of NY NYSE Westhury NY Thrift 42.025 281 12-31 11/93 12.90 5.665
AZ Astoria Financial Corp of NY NYSE Lake Success NY Thrift 17.022 85 12-31 11/93 9.28 914
ISEC

NWBI

Investors Bcrp NBC of NJ42.5
Northwest Eencsbares Inc of PA

NASDAQ Short Hills NJ
NASDAQ Warren PA

Thrift
Thrift

10.795

7966
83

173

06-30

06-30

10/05

12/09

15.14

12.03

1.694

PFS Provident Fin Set Inc of NJ NYSE Jersey City NJ Thrift 1.123 83 12-31 01/03 14.36

1.174

864
BNCL Beneficial Nut NBC of PA43.3 NASDAQ Philadelphia PA Thrift 4.592 65 12-31 07/07 8.54 685
WSFS

FFIC

TAST

DCON
PBNY

ZANY
GRIT

NFBR
OCPC

ESBF

WSFS Financial Corp of DE

Flushing Fin Corp of NY

TrustCo Bank Corp NY of NY

Dine Community Beneshers of NY
Provident NY Encrp Inc of NY
Rearny Fin Cp NBC of NJ 25.0
Oritani Financial Corp of NJ
Northfield Bcp NBC of NY41.8
OcesnFirst P1n Corp of NJ
BSB Financiel Corp of PA

NASDAQ Wilmington
NASDAQ Lake Success NY

NASDAQ Glenville NY
NASDAQ Brooklyn NY
NASDAQ Nontebello NY
NASDAQ Fairfield NJ
0ASDA.Q Twnehip of WA ND
NASDAQ Avenel NY
NASDAQ Toss River NJ
NASDAQ Sllwood City PA

Div
Thrift

Thrift

Thrift

Thrift

Thrift
Thrift
Thrift

Thrift

Thrift

4.302

4.290

4.249

4.028

3.085

2.858

2.602

2.370

2.302

1.965

38

19

133

25

37

40

23

19

23

24

12-31

12-31

12-31

12-31

09-30

06-30

06-30

12-31
12-31

12-31

11/86

11/95

06/96

01/04

02/05

06/10

11/01

07/96

06/90

39.02

13.21

5.30

13.16

7.95

9.29

14.26

13.44

14.49

13.09

340

408

496

463

301

622

648

543

269

191
ROMP
CSBZ

ESSA
CSNJ

BFED

OSRC

FZCS

SVSI

EARL

TNRD

CAZV
Nt.VF

FSBI

ONFC

CONE

GCBC

Cfl
PSIP

NECE

LSSZ

ALIS

PBNC

Rosa Fin Corp NBC of NJ 25.3
Clifton Svg Bp NRC of NJ35.8
ESSA Bsncorp Inc of PA

Cape Bsncorp Inc of NJ
Beacon Federal Bancorp of NY
Ocean Shore Holding Co of NJ
Fox Chase Bancorp Inc of PA

Severn Esncorp Inc of pm

NarleYsville Svga Fin Cp of PA
TF fin Corp of Newtown PA

Carver Bancorp Inc of NY
Nalvern Fed Bncp NBC PA44.5
Fidelity Bencorp Inc of PA

Oneida Financial Corp of NY

Colonial Financial Serv of NJ
Green Co Bcrp NBC of NY 44.4
Nayar Bancorp NBC of NJ44.7
Prudential Bncp NRC PA 25.4
NB Comm Bncrp NEC of NY 43.2
Lake Shore Bnp NBC of NY38.8
alliance Bancorp Inc of PA

Pathfinder BC NBC of NY 36.3

NASDAQ Robhinsville NJ
NASDAG Clifton NJ
NASDAQ Stroudsborg PA
NASDAQ Cape Ny Ct Hs.NJ
NASDAQ East Syracuse NY
NASDAQ ocean City NJ
NASDAQ Hatboro PA
NASDAQ Annapolis ND
NASDAQ Narleysville PA
NA5DAQ Newtown PA
NASDAO New York NY
NASDAQ Peoli PA
NASDAQ Pittsburgh PA
NASDAQ Oneida NY

NASDAQ Bridgeton NJ
NASDAG Catskill NY
NASDAQ NW Brunswick ND
NASDAQ Philadelphia PA

NASDAQ White Plains NY
NASDAQ Dunkirk NY
NASDAQ Broomall PA
NASDAQ Oswego NT

Thrift

Thrift

Thrift

Thrift

Thrift
Thrift

Thrift
Thrift

Thrift

Thrift

Thrift

Thrift
Thrift

Thrift

Thrift
Thrift

Thrift

Thrift

Thrift

Thrift

Thrift

Thrift

1.888

1.117

1.097

1.071

1.027

995

994

901

833

682

671

666

661

656

604

562

528

501

489

489

470

443

27

12

18

17

10

11

14

13

13

14

10

14

12-31

03-31

09-30

12-31

12-31

12-31

12-31

12-31

09-30

12-31

03-31

09-30

0930
12-31

12-31

06-30

09-30

09-30

12-31

12-31

12-31

12-31

07/06

03/04

04107

02/08

10/07

12/09

06/10

08/87

07/94

10/94

os/os

06/88

07/10

07/10

12/98

01/06

03/05

07/06

04/06

01/11

11/95

8.94

9.88

9.84

7.68

13.15

11.90

13.06

3.06

17.60

24.88

4.99

8.46

11.47

10.69

12.88

17.99

4.50

5.48

5.56

10.10

11.65

L45

271

258

117

102

51

86

167

31

66

71

18

52

35

73

51

75

26

55

70

60

64

25

sTNn

WSS

05SF

Standard Financial Corp of PA
MPH Noldings Inc of Sowie MD
GSA Financial Serv Inc of ND

NASDAQ Nonroeville PA
NASDAG Sowie ND
NASDAQ Germantown ND

Thrift

Thrift

Thrift

437

385

379

12 09-30

12-31

06-30

10/10

08/88

01/10

16.75

3.50

15.15

57

28

63
NBSF

FFCO

NSB Fin Corp NBC Of NJ 40.3
FedFirst Financial Corp of PA

NASDAC Nillington NJ
NASDAQ Nonessen PA

Thrift

Thrift

350

330

06-30 01/07 6.00 31

ClaSS Bancorp Inc of Plains NY NASDAQ White Plains NY Thrift 260 09-30 04/07
WVFC WON Financial Corp of PA NASDAQ Pittsburgh PA Thrift
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Exhibit 111-1

Characteristics of Publicly-traded Thrifts

May 2012

Primary Operating Total Fiscal Cony Stock Market

Market Stratl Aseats2 Offices 3f 39_ Value

$244.1 Smii

WAND Washington Federal Inc of WA NASDAQ Seattle WA
NEST NomaStreat Inc of WA NASDAQ Seattle WA
P221W First Fin 34W Inc of Benton WA NASDAQ Renton WA

Thrift 13.441

Undefinad48S0
Thrift 1059

163 0930 11/82 17.65 1.886

21 12-31 33.85 242

12-31 10/07 7.99 150

flC Flagatar Bancorp Inc of IC NYSE Troy IC Thrift 13.767 176 12-31 04/97 0.94 524
TFSL TFS Fin Corp NEC of ON 26.4 NASDAQ Cleveland ON Thrift 11.059 39 09-30 04/07 9.51 2938
CFFN Capitol Federal Pin Inc of ES NASPAG Topeka KS Thrift 9.326 47 09-30 12/10 11.90 1.967
SF200 Bank Mutual Corp of WI NA.SDAQ Milwaukee WI Thrift 2.498 80 12-31 10/03 3.72 172
FDSF First Defiance Fin Corp of OH 1OASDAQ Defiance ON Thrift 2.069 33 12-31 10/95 15.85 154
UCFC United Community Fin of ON NASDAQ youngstown ON Thrift 2.031 38 12-31 07/98 1.70 55

345SF Waterstone Fin NEC of WI26.2 NASDAQ Wauwatosa WI Thrift 1.713 10 12-31 10/05 3.01 94
SPIN Ssnkpinancial Corp of IL NASDAQ Burr Ridge IL Thrift 1.564 21 12-31 06/05 6.98 147
PUnS Pulaski Fin Cp of St Louis NO NASDAQ St Louis NO Thrift 1.400 12 09-30 12/98 7.44 84
CASH Xeta Financial Group of IA 11A3nAQ Storm Lake IA Thrift 1359 12 09-30 09/93 20.51 65
NFFC HF Financial Corp of SD NASDAQ Sioux Falls SD Thrift 1.239 33 06-30 04/92 12.10 85
lOAfS 2455 Fin Inc of Orandview NO NASDAQ Grandvtew NO Thrift 1206 09-30 09/95 17.90 141
CITE CFS Bancorp Inc of Nunster IN NASDAQ Nunster IN Thrift 1.149 22 12-31 07/98 5.30 58
HFBC HopFed Bancorp Inc of HF NASDAQ Nopkinsville KY Thrift 1.041 18 12-31 02/98 7.20 54
PVFC PVF Capital Corp of Solon 05 NASDAG Solon OR 3.2 797 18 06-30 12/92 2.13 55
3INNF NN1 Financial Inc of NE NASDAQ Rochester NE Thrift 790 15 12-31 06/94 3.05 13

C3IEV Cheviot Financial Corp of ON NASDAG Cincinnati ON Thrift 632 12-31 01/12 8.78 67
FCLP First Clover Leaf Fin Cp of IL NASDAG Sdwardsville IL Thrift 563 12-31 07/06 5.93 46
FSFG First Savings Fin Org of nO NASDAG Clarksville IN Thrift 542 12 09-30 12/08 18.25 43
CEWI Citizens Comm Bncorp Inc of WI NASDAQ Sau Claire WI Thrift 531 27 09-30 11/06 6.18 32

1300 IF Bancorp Inc of IL NASDAQ Watseka IL Thrift 482 06-30 07/11 12.30 59

LFSB LaPorte Bancxp NEC of 12445.0 NASDAQ La Porte 104 Thrift 477 12-31 10/07 8.60 40

UCBA United Comm Bncp NEC IN 40.7 NASDAQ Lawrencehurg IN Thrift 467 06-30 03/06 5.94 47P0 First Capital Inc of 234 FASDAQ Corydon IN Thrift 439 13 12-31 01/99 21.00 59

WAYN Wayne Savings Bancahares of ON NASDAQ Wooster OH Thrift 410 11 03-31 01/03 8.67 26

RIVA River Valley Sencorp of 15 NASDAQ Madison IN Thrift 407 10 12-31 12/96 15.80 24

LSBI LSB Fin Corp of Lafayette 1W NASDAO Lafayette IN Thrift 364 12-31 02/95 17.02 26

.7155 Pecksonvitle Bancorp Inc of IL NASDAQ .lacksonville IL Thrift 307 12-31 07/10 16.45 32

WBEC Wolverine Bancorp Inc of NI NASDAQ Midland NI Thrift 294 12-31 01/11 15.98 40

flfl KY Fst Fed Bp NEC of KY 38.9 NASDAQ Hazard KY Thrift 236 06-30 03/05 8.50 66

FF304 First Fed of Michigan of IC NASDAQ Alpena IC Thrift 217 12-31 04/05 3.75 11

P551 First Bsncsharee Inc of NO NASDAQ Iontn Grove NO Thrift 198 11 06-30 12/93 6.00

CPB1C Central Federal Corp of ON NASDAQ Fairlawn ON Thrift 50 12-31 12/98 2.00

PBCT Peoples United Financial of CT NASDAQ Bridgeport CT Div 27.566 340 12-31 04/07 12.19 4.307

BEtS Berkshire Hills Bancorp of NA NASnAG Pittsfield NA Thrift 3999 44 12-31 06/00 22.32 473

BRfl Brookline Bancorp Inc of 10k 30500 Brookline NA Thrift 3399 20 12-31 07/02 8.88 623

EB55 Meridian Fn Serv NEC Ia 40.8 NASDAG East Boston NA Thrift 1.974 25 12-31 01/08 13.08 290

RCES Rockville Fin New Inc of CT NASDAQ Vrn Rockyille CT Thrift 1.712 22 12-31 03/11 11.46 331

05243 United Financial Bncrp of NA NASDAQ Springfield NA Thrift 1624 24 12-31 12/07 16.05 250

FBNK First Connecticut Bncorp of CT NASDAQ Farmington CT Thrift 1.618 19 12-31 06/11 12.85 230

WFD Weetfield Fin Inc of NA NASDAG Westfield NA Thrift 1248 11 12-31 01/07 7.24 193

NZFS Hingham Inst for Say of Na NASnAQ Hinghsm IdA Thrift 1127 10 12-31 12/88 57.02 121

WITS HR Thrift Bancshares of NH NASDAQ Newport NH Thrift 1.042 27 12-31 05/86 12.79 75

SIFI SI Financial Group Inc of CT NASDAQ Willinantic CT Thrift 955 21 12-31 01/11 11.51 122

BLNT BSS Bancorp Inc of MX NASDAQ Belmont NA Thrift 669 12-31 10/11 12.24 112

cBfl Chicopee Bancorp Inc of NA NASDAQ Chicopee Ma Thrift 603 12-31 07/06 14.61 82

NVSL Naugatuck Valley Fin Crp of CT NASDAQ Nangatuck CT Thrift 573 10 12-31 06/11 7.51 53

HBSK Hsmpdea Bancorp Inc of NA NASDAQ Springfield MR Thrift 566 06-30 01/07 12.40 75

flOP Peoples Fed Bancshrs Inc of NA NASTIAC Brighton 04 thrift 565 09-30 07/10 16.50 115

CSBE Central Bncrp of Somerville NA NASDAQ Somerville NA Thrift 521 11 03-31 10/86 30.27 51

PSBH FSB Nldgs Inc NEC of CT 42.9 NASRQ Putnam CT Thrift 470 06-30 10/04 4.62 30

NTSB Newport Bancorp Inc of RI NASDAQ Newport RI Thrift 454 12-31 07/06 13.65 48

WSBK Wallesley Bancorp Inc of NA NASDAQ Wellealey 10 Thrift 293 12-31 01/12 13.58 33

IeI.R Nayflower Bancoip Inc of Ia NASnAQ Niddlehoro NA Thrift 248 04-30 12/87 9.68 20
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Exhibit 111-1

Characteristics of Publicly-Traded Thrifts

Nay 2012

Prinary Operating Total
Exchg 6arket Stratl Assete2

SMil

Pica1 Cone Stock Narket
Off ica Year Data price Value

$Z4i1

RVSB Rivexview BanCcrp Inc of WA NASDAG Vancouver WA
TSAR Timberland Bancorp Inc of WA NASDAQ Hoquian WA
A20 Anchor Bancorp of Aberdeen WA WASDAG Aberdeen WA

South-West Companies

Thrift 862 11 03-31 10/91 1.57

Thrift 736 22 09-30 01/98 4.92

Thrift 486 15 06-30 01/11 11.10

35

35

28

OABC OmniAlnerican Bancorp Inc of TX NASDAQ Fort Worth TX
SPBC SF Bancorp Inc of Plano IX NASDAQ Piano TX

Thrift 1.336

Thrift 273

16 12-31 01/10 20.10

12-31 11/10 11.95

225

21

Western Companies Excl CA

TSAR Territorial Bancorp Inc of HI NASDAQ BonOlulu HI

00T Eagle BancOrp Montants of 3ff NASDAG helena MT

Other Areas

Thrift 1538
Thrift 332

25 12-31 07/09 21.25

06-30 04/10 10.06

234

39

NOTES Operating strategies axe ThriftTraditional Thrift M.B.Mortgage Banker
Viv.Diverified and Ret -Retail Banking
HoSt recent quarter end available EEatimated and P-Pro Forma

Source SNL Financial LC

R.E.Rea1 Estate Developer

South-East Coaniee

CHYN Charter Yj Corp 3SC GA 38.4 NASDAQ West Point GA Thrift 1.117 17 09-30 09/10 8.90 164
EROS Heritage Fin Group Inc of GA NASDAQ Albany GA Thrift 1.084 16 12-31 11/10 11.39 99
PARR Fenklin Financial Corp of VA NASDAQ Glen Allen VA Thrift 1.081 09-30 04/11 14.49 207
CSBC Citizens South Bnkg Corp of NC NASDAQ Gastoia NC Thrift 1080 21 12-31 10/02 4.88 56
NBC Home Bancorp Inc Lafayette LA NASDAQ Lafayette LA Thrift 964 18 12-31 10/08 17.40 135
7.SBB ABE Bancorp Inc of NC NASDAQ Asheville MA Thrift 791 13 12-31 10/11 13.89 78
ACC Atlantic Coast Pin Corp of GA HASDAO Waycroas GA Thrift 189 12 12-31 02/11 2.25
FFBH First P.S Bancehares of AR NASDAQ Harrison AR Thrift 601 18 12-31 05/96 8.61 166

.F9I Jefferson Bancahares Inc of TN BASDAG Morristown TX Thrift 530 12 06-30 07/03 2.04 14

CPC Counity Fin Corp of VA NASVAQ Staunton VA Thrift 510 11 03-31 03/88 3.60 16

OFED Ocoee Fed PD Op 1IEC SC 35.0 NASDAQ Seneca SC Thrift 376 06-30 01/11 12.02 76

PESK Poage Bankshares Inc of XV NASDAG Ashland RY Thrift 319 09-30 09/11 11.90 40

LAEC Louisiana B5ncorp Inc of LA NASDAG Metairie LA Thrift 311 12-31 01/07 16.05 52

APCB Athens Bancshares Inc of TX NASDAG Athens TM Thrift 284 12-31 01/10 14.50 39

lOYAl RoBe Federal Eancorp Inc of LA NASIAQ Shreveport LA Thrift 252 06-30 12/10 14.54 44

SIBC State Investord Bancorp of LA NASDAQ Matairia LA Thrift 250 12-31 07/11 12.36 36

Date of Last Update 05/04/12



EXHIBIT 111-2

Public Market Pricing of Mid-Atlantic Thrift Institutions
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EXHIBtT 111-3

Public Market Pricing of Midwest Thrift Institutions
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EXHIBIT UI-4

Peer Group Market Area Comparative Analysis



Exhibit 111-4

Peer Group Market Area Comparative Analysis

Proj Per Capita income Deposit

Population Pop 2010-2011 2011-2016 2011 State Market

Institution County 2010 2011 2016 Change Change Amount Average Share1

000 000 000

AflianceBancorp Inc -PA Delaware 559 560 565 0.3% 0.8% $31399 117.2% 3.13

Colonial Financial Services-NJ Cumberland 157 158 162 0.4% 2.6% $23052 68.3% 15.96

FedFirst Financial Corp PA Westmoreland 365 365 362 -0.2% -0.6% $25730 96.1% 1.6%

First Fed Of Northern Michigan Mt Alpena 30 30 29 0.0% -1.4% $20296 84.5% 26.7%

Jacksonville Bancorp inc IL Morgan 36 35 35 -0.4% -1.4% $22569 81.2% 26.2%

OBA Financial Services Inc MD Montgomery 972 980 1024 0.9% 4.5% $44404 129.9% 0.8%

River Vally Bancorp IN Jefferson 32 32 33 0.1% 0.7% $19705 85.2% 51.2%

Standard Financial Corp PA Allegheny 1223 1221 1203 -0.2% -1.5% $29302 109.4% 0.1%

WVS Financial Corp PA Allegheny 1223 1221 1203 -0.2% -1.5% $29302 109.4% 0.2%

Wolverine Bancorp Inc MI Midland 84 84 84 0.1% 0.4% $27133 113.0% 13.2%

Averages 496 496 497 0.0% -0.1% $27305 101.1% 15.0%

Medians 224 224 223 0.0% -1.0% $26432 102.7% 7.4%

PoloniaRancorp-PA Philadelphia 1526 1533 1549 0.5% 1.0% $20688 77.2% 0.3%

Montgomery 800 802 821 0.3% 2.4% $37749 140.9% 0.4%

Total institution deposits in headquarters county as percent of total county deposits as of June 30 2011

Sources SNL Financial LC FDIC



EXHIBIT IV-1

Stock Prices

As of May 2012
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SF P0NBPCIAI IC
Financial Service Industry Cnn.ultants

1100 North 0251 Load Suite 1100

Arlington Virginia 222011

703 528-1700

Financial Institution

Market Average. bit Institutino

bibit IV-l continued

Meekly Tbrift Market Line Part One
Priceu ac Of Key 2012

Current Per Share Financial
Market Capitalization price Change Data Tangible

Share Market 52 Meek Change From Trailing 12 Mo Book Book
Prioe/ Outet- Capital- Last Lest 92 Mks Moetgont 12 Mo Core Value Value A.aete/

Sbarelgg44pp gpp9 _Jjjfl_ gu .fgg gg pgjfl Vrend2 BPS _pJjj _p gf5j4 jgfg000 0Oil

Average of higbloe or bid/ask price per share

or einoe offering price if converted or fir.t listed in the pant 02 weeks Peroant change figure are actual year-to-data and are not annualized
BPS earning per share is na.ed no actual trailing twelve tenth date and not ebowe on pro foraa baeie
exclude intangible .ucb goodwill value of core depo.it etc
nOA return en assets and ROB return no equiiy nrc indicated ratio beead on trailing twelve nontb ooon earnings and average cuonon equity and ee.ete balance.
apnualined based on teat regular quarterly caab dividand aonounoaeant
Indicated dividend as percent of trailing twelve month earning.
excluded froe

averages due to actual or rueored aoquiaitinn activities or unusual operating characteristics
For NBC institutions earket value reflects shar price eultiplied by public non-NBC ebere.

parentheaae following earknt average Indicate the nueber inetitutions included in the reepectiva averagne All figure ban been adjusted
fer nook split stock dividend and secondary offerings

Oouroei SM Financial IC and SF Financial IC calculation. The information provided in tbie teble be bean obtained run eourcee vs believe are
reliable but vs cannot guarante tbe accuracy or ccapletanes of curb information

All Public Coepanie.23 0.00 35746 120.1 10.24 7.40 0.23 2.30 -5.18 11.60 0.17 0.23 5.47 7.93 72.40
OBSDAO Li.ted OuC Cnepeniee23 9.00 35.748 128.1 10.24 7.40 9.23 2.35 5.18 11.60 0.27 0.23 e.47 7.05 72.46
Mid-Atlantic Coepanieeu4 0.40 20148 130.1 10.84 7.00 9.78 -3.02 -3.51 13.57 0.30 0.29 8.56 8.17 78.75
Mid-Meet Companiess 7.11 72.081 172.0 8.08 5.63 7.22 -0.96 -6.08 14.58 0.10 0.06 7.54 0.88 50.62
New sngland Companiee2 8.85 14.337 08.3 9.02 7.36 9.1B -2.66 -7.41 3.06 0.37 0.41 0.46 7.60 80.55
Snutb.Eaet Companiee2 10.46 12.360 64.3 11.88 9.25 10.49 -0.16 -10.16 1.06 0.20 0.30 10.14 9.97 60.00
Thrift ntrategy23 9.00 35.746 120.1 10.24 7.40 9.23 2.35 0.18 11.60 0.27 0.23 0.47 7.05 72.46
Coepeniee I.euing Dividend16 9.23 10.743 50.2 10.56 7.86 9.44 -2.10 6.03 0.03 0.32 0.32 8.08 0.40 74.59
Cnepanie without Dividend.7 0.47 01.461 287.0 0.92 6.60 0.75 2.01 3.23 24.05 0.17 0.02 7.29 6.04 67.61
eguity/A.ets u6%l 9.40 2.410 0.5 10.25 0.01 0.45 0.00 -4.26 8.06 0.60 0.45 9.49 0.02 109.21
Equity/Aeeet 6-12012 0.48 20.400 93.9 9.60 6.80 0.67 -1.92 -5.50 21.43 0.25 0.15 8.39 8.02 82.38
eqoity/as.et cl2%ln 9.57 57.360 181.1 10.92 0.14 9.80 -3.09 -4.85 0.12 0.27 9.30 0.46 7.87 90.90
Holding Coapeny Otruoture21 9.12 37.420 135.0 10.35 7.54 9.39 -2.20 -4.20 12.12 0.20 0.23 0.66 8.10 7499
Asset Over 01 Oillman10 997 73.664 200.0 11.32 0.30 10.48 -4.62 5.05 7.11 0.25 0.15 7.59 7.10 60.01
Assets $500 stillinn-$l Billion4 9.11 6.529 21.0 10.57 7.31 9.22 1.00 3.04 34.47 0.17 0.15 0.93 0.93 96.01
Ae.eto 0250 050 MillionS 7.79 4.459 194 8.85 6.70 7.76 0.07 7.77 8.17 0.37 0.3w 9.44 8.81 81.50
Meets lees than 0259 Millionl 0.50 7.736 26.5 9.26 6.08 0.50 0.00 5.72 -7.41 0.23 0.23 7.62 5.75 30.56
000doill Coepaniee15 0.83 50.160 100.2 10.10 7.39 9.16 3.05 8.20 5.33 0.20 0.20 0.02 7.23 08.64
Onn.000dwill CompaniesS 9.30 8703 30.4 10.50 7.71 9.37 -1.03 -3.11 23.37 0.27 0.29 9.31 9.31 79.63
maC Inetitutioo.23 9.00 30.746 120.1 10.24 7.40 9.23 2.35 5.10 11.60 0.27

Copyright 2010 by SF Financial IC
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FOWMCIAL LC
Financial Services Industry Coneultants

1100 North elate Road SuIte 1100

Arlington Virginia 222011

703 528-1700
Behibit tv-i continued

weekly Thrift Market Line Part One

Prices Of Slay 2012

Financial Inatitution

Current Per Share Financial

Market capitalization Price change Data Tangthle

stares Market 52 weak change Trot Trailing 12 No Conk Book

price outgo- Capital- Last Lest 52 Nks IIostBOnt 12 B0 ours value Value Meets

grpJls1fl iaatinn _J4t Low Week Week sggifl rrecd2 BPSAIL fl
000 SWil

WAS000 Listed Ott Conpenies continued

COTS COTS Financial Corp 00 DB

WVFC WVS Finnnciai Corp nO PA
MAID Washington Federal Inc or WA
woer Waterstone Pin MaC or WI20.2
MAIN Wayne Savings eenosheras or ox
egg WeLleuley Btccnxp Inc of NA

eye Westfield Fin Inc of NA5

MCXC Wolverine Bsnoorp Inc of N1

39.02 8.700 335.7

7.04 3.059 15.0

57.65 256.060 1.896 .2

3.01 31.250 24.7

8.67 3.004 26.0

13.50 3.407 32.7

7.24 26.600 192.6

15.90 2.500 40.1

44.01 29.90 40.05 -2.53 -10.30 0.51

10.51 7.16 7.50 0.0 15.19 16.69

18.09 12.10 17.09 0.34 11.64 26.16

3.32 1.72 3.01 0.00 -2.27 59.26

9.40 7.11 0.68 -0.13 2.00 11.77

12.9 11.45 13.62 7.61 20.80 30.80

5.02 6.29 7.30 1.90 -19.02 -1.63

16.29 12.11 15.75 1.46 9.40 13.33

2.29 1.05 30.03 30.10 492.71

0.76 0.80 14.20 14.28 123.18

2.04 0.99 17.84 1545 125.77

-0.24 -1.03 5.32 5.30 04.ei

0.50 0.55 13.22 12.50 136.52

0.78 0.78 1704 17.04 121.02

0.21 0.21 8.64 8.63 47.46

0.44 0.30 259l 25.91 117.10
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Financial Institution

Exhibit TV-i continued

Weekly Thrift Market Line Fart Two

Prices AS Of Slay 2012

Sep Financial Ratio asset Quality Ratios Pricing Ratios Dividend Data6
TEaS

Price Price Ted Divi

Equity Equity Reverted Earnings Core Earnings EPAs keen Re.v Price Price Price Teng Core Div dend Payout

Assets aasets ROES .gsn nn1 Roes ggg NFAS ojgz Resets 0gk 4qupg Share g34_ ggJ7

55.50kg Listed OTt Coepenies continued

WAPD Washington Federal Inc of WA
50SF Waterstone Fin NRC of 5126.2
SATE Wayne Savings Esnosheres of 00
wEer Wellesley Esnnorp Inc of NA
SF0 Weettield Fin Inc of NA
WEAr Wolverine Eancorp Inc of SC

14.18 12.52 0.83 5.98 5.8
9.71 9.67 -0.43 -4.40 -7.97

0.68 9.26 0.43 4.45 6.60

13.0 13 0.64 385 5.74

18.20 18.18 0.4 2.47 2.90

22.13 22.13 0.36 1.84 2.75

0.70 5.70

-1.04 .j5.g

0.40 4.22

0.64 SN

0.45 2.47

0.25 1.26

0.32 1.81 30.77

0.00 0.00 NM

0.24 2.77 41.30

0.00 0.00 0.00

0.34 3.31 NE

0.00 0.00 0.00

MA NA 1.77 16.07 08.93 14.03 114.24 17.03

9.31 20.34 2.4 NE 06.50 0.4 56.7 906

3.01 31.25 1.63 14.0 65.58 0.35 68.92 10.76

1.10 84.24 1.48 17.41 70.60 11.10 70.6 17.41

1.5 37.47 1.40 34.48 83.80 10.25 83.8 34.48

0.42 50.6 3.74 36.32 61.68 13.6 61.68 OlE
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Exhibit IV-2

Historical Stock Price lndices1

SNL SNL

NASDAQ Thrift Bank

Year/Qtr Ended SP 500 Composite

2000 Quarter 10921.9 1498.6 4572.8 545.6 421.24

Quarter 10447.9 1454.6 3966.1 567.8 387.37

Quarter 10650.9 1436.5 3672.8 718.3 464.64

Quarter4 10786.9 1320.3 2470.5 874.3 479.44

2001 Quarter 9878.8 1160.3 1840.3 885.2 459.24

Quarter 10502.4 1224.4 2160.5 964.5 493.70

Quarter 8847.6 1040.9 1498.8 953.9 436.60

Quarter4 10021.5 1148.1 1950.4 918.2 473.67

2002 Quarter 10403.9 1147.4 1845.4 1006.7 498.30

Quarter 9243.3 989.8 1463.2 1121.4 468.91

Quarter 7591.9 815.3 1172.1 984.3 396.80

Quarter 8341.6 879.8 1335.5 1073.2 419.10

2003 Quarter 7992.1 848.2 1341.2 1096.2 401.00

Quarter 8985.4 9745 1622.8 1266.6 476.07

Quarter 9275.1 996.0 1786.9 1330.9 490.90

Quarter4 10453.9 1112.0 2003.4 1482.3 548.60

2004 Quarter 10357.7 1126.2 1994.2 1585.3 562.20

Quarter 10435.5 1140.8 2047.8 1437.8 546.62

Quarter 10080.3 1114.6 1896.8 1495.1 55600

Quarter4 10783.0 1211.9 2175.4 1605.6 595.10

2005 Quarter 10503.8 1180.6 1999.2 1516.6 551.00

Quarter 10275.0 1191.3 2057.0 1577.1 563.27

Quarter3 10568.7 12288 2151.7 1527.2 546.30

Quarter 10717.5 1248.3 2205.3 1616.4 562.80

2006 Quarter 11109.3 1294.8 2339.8 1661.1 595.50

Quarter2 11150.2 1270.2 21721 1717.9 601.14

Quarter 11679.1 1335.9 2258.4 17271 634.00

Quarter 12463.2 1418.3 2415.3 1829.3 658.60

2007 Quarter 12354.4 14209 2421.6 1703.6 634.40

Quarter 13408.6 1503.4 2603.2 1645.9 622.63

Quarter 13895.6 1526.8 2701.5 1523.3 595.80

Quarter 13264.8 1468.4 2652.3 1058.0 492.85

2008 Quarter 12262.9 1322.7 2279.1 1001.5 442.5

Quarter2 11350.0 1280.0 2293.0 822.6 332.2

Quarter3 10850.7 1166.4 2082.3 760.1 414.8

Quarter 8776.4 903.3 1577.0 653.9 268.3

2009 Quarter 7608.9 797.9 15286 542.8 170.1

Quarter 8447.0 919.3 1835.0 538.8 227.6

Quarter3 9712.3 1057.1 2122.4 561.4 282.9

Quarter4 10428.1 1115.1 2269.2 587.0 260.8

2010 Quarter 10856.6 1169.4 2398.0 626.3 301.1

Quarter 9744.0 1030.7 2109.2 564.5 257.2

Quarter 9744.0 1030.7 2109.2 564.5 257.2

Quarter4 11577.5 1257.6 2652.9 592.2 290.1

2011 Quarterl 12319.7 1325.8 2781.1 578.1 293.1

Quarter 12414.3 1320.6 2773.5 540.8 266.8

Quarter 10913.4 1131.4 2415.4 443.2 198.9

Quarter4 12217.6 1257.6 2605.2 481.4 221.3

2012 Quarter 13212.0 1408.5 3091.6 529.3 284.9

As of May 2012 13038.3 1369.1 2956.3 513.7 266.4

End of
period data

Sources SNL Financial and The Wall Street Journal
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kNL Thriftmnvesior

ex Va
Price AppreciationIndex Values

Apr 3012 Mar 3012 Dec 3011 Apr 29 11 Month VTD LTM

All PubTraded Thrifts 523.3 529.3 481.4 575.9 -1.13 8.71 -914

MHC Index 2871.5 2832.0 2658.7 3015.8 1.39 8.00 -4.78

Stock Exchange Indexes

NYSEThrifts 99.3 101.5 89.1 123.9 -2.21 11.48 -19.85

OTCThrifts 1433.9 1446.1 1327.9 1511.7 -0.84 7.98 -5.15

Geographic Indexes

Mid-AtlanticThrifts 2146.9 2190.1 19777 2465.2 -1.97 8.56 -1291

Midwesternlhrifts 15863 1573.4 1405.3 1718.2 0.82 12.88 -7.68

New EnglandThrifts 1593.9 1662.9 1589.1 1686.0 -4.15 0.31 -5.46

Southeastern Thrifts 212.5 194.4 183.5 232.3 9.27 15.76 -8.52

Southwestern Thrifts 450.3 441.1 383.4 374.1 2.09 17.45 20.38

Western Thrifts 58.8 56.4 47.9 54.5 4.41 22.84 8.03

Asset Size Indexes

Less than $250M 786.5 798.3 755.2 746.0 -1.47 4.15 5.44

$250M to $500M 2858.1 2836.4 2647.7 2835.1 0.77 7.95 081

S500Mto $18 1266.1 1233.9 1095.0 1284.0 2.61 15.63 -139

SiB to 55B 1571.8 1577.0 14375 1558.9 -0.33 9.34 0.83

Over $5B 239.0 243.6 221.3 277.3 -1.87 8.03 -13.80

Pink Indexes

PinkThrifts 153.3 151.4 138.5 150.4 1.22 10.63 1.94

Lessthan $75M 384.3 379.9 372.4 413.7 1.16 3.21 -7.10

Over S75M 154.6 152.7 139.5 151.3 1.22 10.80 2.15

Comparative Indexes

DowJoneslndustrials 13213.6 13212.0 12217.6 12810.5 001 8.15 3.15

SP 500 1397.9 1408.5 12576 1363.6 -0.75 11.16 2.52

All SNL indexes are market-value weighted i.e an Institutions effect on an index is proportionate to that institutions market capitalization All SNL thrift indexes except for the SNL MI-IC

Index began at 100 on March 30 984.The 5141 MI-IC Index began at 201.082 on Dec 311992 the level of the SNL Thrift Index on that date On March 30 1984 the SP 500 closed at

59.2 and the Dow Jones Industrial stood at 1164.9

Mid-Atlantic DE DC MD NY PA PR Midwest IA IL IN KS KY Ml MN MO ND NE 01-I SDWI

New England CT MA ME NH RlVT Southeast AL AR FLGA MS NC SCTN VAWV
Southwest CO LA NM OKTX UT West AZ AK CA HI ID Ml NV ORWAWY

MAY2012 SNLFnancial
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Exhibit P1-4

Pennsylvania Thrift Acquisitions 2008-Present

Announce Complete

Date
0820 tame

104.06 142.24 25.78 11.86 8.96

124.09 125.21 24.53 10.2$ 7.34

Target Name

Target Financials at Announcement Deal Terms and Pricing at Announcement

Total NPAa$ Rsras/ Deal Valuel Pram
Assets EIA TE/A ROAA ROAE Assets NPLs Value Share P/B P/TB PIE P/A Cdeps

i22I IJ L1 L1 Lsl L1

0611512011 DefAgant F.N.B Corp PA Parkvale Financial Corporation PA 1.801292 6.88 5.42 .0.83 -12.20 2.04 69.38

01/26/2011 DefAgrmt Susquehanna Bancshares Inc PA Abington Bancorp Inc PA 1247098 16.99 16.99 0.81 3.60 3.18 26.68

12/1412010 05/31/2011 NorwoodFlnancialCorp PA NoilhPennBancorpinc PA 164505 12.10 12.10 0.79 6.41 1.36 90.30

10/01/2010 DefAgrmt e3holding Inc PA American Eagle Savings Bank PA 22298 3.92 3.92 -3.85 -80.12 0.00 NA
11/03/2009 07/01/2010

Bryn MawrBankCorp PA Firstkey5tone Financial Inc PA 525376 6.22 6.22 -0.58 -887 0.58 115.44

06/16/2009 07/01/2010 FidelIty SLAssn PA CroydonSavingaBank PA 12917 7.60 7.60 -1.57 -17.00 11.63 24.50

01129/2009 10/23/2009 Northwest Bancorp Inc MHC PA Keystone State Savings Bank PA 25650 14.71 14.71 -0.27 -1.83 0.00 NA
10/13/2008 01/30/2009 Banco SantanderS.A Sovereign Bancorp Inc PA 77321406 9.49 4.92 -2.94 -30.08 0.91 150.03

05/2212008 10l17l2008 Emcialre Financial Corp PA Elk County SL Association PA 10404 22.90 22.90 0.24 1.05 0.54 NA
05/20/2008 12/05/2008 Harieysviile National Corp PA Willow Financial Bancorp Inc PA 1568858 12.74 6.19 0.38 2.88 0.30 270.17
02/2512008 1W17/2008 Sharon MHC PA Morton Savings Sank PA 19484 5.74 5.74 -0.66 .10.79 0.00 NA
09/06/2007 02101/2008 National Penn Bancshares Inc PA KNBT Bancorp Inc PA 2.888.789 12.19 120 9.J 0LM

Average

Median

7.134006

344941

10.96

10.80

9.55

6.91

-0.67

.0.43

-11.78

.5.35

1.72

0.56

144.29

102.87

Source SNL Financial LC

130.7 22.738

273.8 13.042

27.4 19.395

12.0 NA
32.8 13.428

NA NA

NA MA

1909.9 3.810

3.5 NA

181.5 10.235

NA NA
460.1 17.119

137.81 197.55 NM 7.26 NA
124.09 124.09 33.44 21.96 NA
12521 125.21 20.63 16.68 6.39

NA NA NA NA NA
99.90 99.90 NM 6.24 NA

NA NA NA NA NA
NA NA NA NA NA

35.41 68.40 NM 3.27 NA

NA NA NA NA NA
79.65 175.85 26.24 10.29 7.34

NA NA NA NA NA

34 11 ii4
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Exhibit IV-5

Polonia Bancorp Inc

Director and Senior Management Summary Resumes

The following directors have terms ending in 2013

Dr Eugene Andruczyk is the President of Clinical Research of Philadelphia medical research firm Prior to

January 2011 Dr Andruezyk was self-employed physician Age 63 Director of Polonia Bank since 1995 and

director of old Potonia Bancorp and Polonia MI-IC since their formation Dr Andruczyks career in the medical

research field and as self-employed physician provides new Polonia Bancorp with organizational understanding

and expertise In addition as an active member of the community Dr Andruczyk maintains contact with and is in

touch with the local consumer environment

Frank Byrne is the owner of restaurant Byrnes Tavern and Crabs located in Philadelphia Age 65

Director of Polonia Bank since 1995 and director of old Polonia Bancorp and Polonia MHC since their formation

Mr Byrne brings significant business and management level experience from setting outside of the financial

services industry In addition through his business experience Mr Byrne has gained significant marketing

knowledge adding additional value to the Board

The following directors have terms ending in 2014

Timothy Shaughnessy began his tenure as the Chief Financial Officer for the Archdiocese of

Philadelphia in April 2012 He served as the Chief Financial Officer for St Josephs Preparatory High School in

Philadelphia Pennsylvania from August 2008 until April 2012 Prior to his tenure at St Josephs from January

1989 to April 2007 Mr Shaughnessy was group chief financial officer for Aramark Corporation Age 48

Director of Polonia Bank since 2008 and director of old Polonia Bancorp and Polonia MHC since their formation

Mr OShaughnessy provides expertise with regard to tax financial and accounting matters His experience as

chief financial officer provides him with the ability to read and understand financial statements

Edward Lukiewski served as President of Polonia Bank from 1988 until 1995 and is currently retired Age

87 Director of Polonia Bank since 1948 and director of old Polonia Bancorp and Polonia MI-IC since their

formation Mr Lukiewski is valued by the Board for his executive management experience and knowledge of

Polonia Banks business and history as well as financial industry issues

The following directors have terms ending in 2015

Anthony Szuszczewicz has been the Chairman of the Board President and Chief Executive Officer of

Polonia Bank old Polonia Bancorp Polonia MHC and new Polonia Bancorp since 1995 January 2007 January

2007 and August 2011 respectively Age 71 Director of Polonia Bank since 1984 and director of old Polonia

Bancorp and Polonia MHC since their formation Mr Szuszczewicz extensive experience in the local banking

industry and involvement in business and civic organizations in the communities in which Polonia Bank conducts

business affords the Board valuable insight regarding the business and operation of Polonia Bank

Mr Szuszczewicz knowledge of old Polonia Bancorps and Polonia Banks business and history position him well

to continue to serve as new Polonia Bancorps Chairman and Chief Executive Officer

Robert .1 Woltjen is the President and General Manager of Fairmount Pharmacy Inc Age 46 Director of

Polonia Bank since 2006 and director of old Polonia Bancorp and Polonia MHC since their formation As

successful business executive Mr Woltjen has knowledgeable skill set that positions him well to continue to serve

as director of new Polonia Bancorp



Exhibit IV-5 continued

Polonia Bancorp Inc

Director and Senior Management Summary Resumes

Executive Officers

Our executive officers are elected annually by the board of directors and serve at the boards discretion The following

individuals currently serve as executive officers and will serve in the same positions following the conversion and the

offering

Nsme Position

Anthony Szuszczewicz
Chairman President and Chief Executive Officer of new Polonia Bancorp old Polonia Bancorp

Polonia MHC and Polonia Bank

Paul Rutkowski
Chief Financial Officer and Corporate Secretary of new Polonia Bancorp old Polonia Bancorp

Polonia MHC and Polonia Bank

Kenneth Maliszewski
Senior Vice President of new Polonia Bancorp old Polonia Bancorp Polonia MHC and Polonia

Bank

Below is information regarding our executive officers who are not also directors Ages are presented as of March 31

2012

Paul Rutkowski has served as Chief Financial Officer of Polonia Bank since 2005 and Corporate Secretary since

2006 Mr Rutkowski served as Controller and Treasurer of Polonia Bank from 1992 to 2005 Mr Rutkowski has served as

Chief Financial Officer and Corporate Secretary of old Polonia Bancorp and Polonia MHC since their formation Age 53

Kenneth Maliszewski has served as Senior Vice President of Polonia Bank since 2005 Mr Maliszewski previously

served as Vice President of Polonia Bank from 1993 to 2005 Mr Maliszewski has served as Senior Vice President of old

Polonia Bancorp and Polonia MHC since their formation Age 68
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Exhibit lV-6

Polonia Bancorp Inc

Pro Forma Regulatory Capital Ratios

Pro Forms at March 31 2012

Minimum of Midpoint of Maximum of 15% Above

Offering Offering Offering Maximum of

Range Range Range Offering Range

1301563 1531250 1760938 2025078

Sharesat Sharesat Sharesat Sharesat

Historical at $8.00 per $8.00 per
$8.00 per $8.00

per

March 312012 Share Share Share Share

Percent Percent Percent Percent Percent

Amount oIAssets1 Amount of Assets Amount of Assets Amount of Assets Amount of Assets

Dollars in thousands

Total equity under

generally accepted

accounting

principles $27552
_10.60%

31050 11.75% $31760 11.983 32470 12.20% 33285 12.46%

Core capital

Actual $27192 10.49% 30690 11.63% 31400 11.86% 32110 12.09% 32925 12.35%

Requirement 10373 4.00 10551 400 10587 4.00 10623 4.00 10664 4.00

Excess 16819 649% 20139 7.63% 20813 7.86% 21487 8.09% 22261 8.35%

Tier risk-based capital

Actual $27192 20.86% 30690 23.38% $31400 23.92% 32110 24.40% 32925 24.98%

Requirement 5214 4.00 5250 400 5257 4.00 5264 4.00 5272 4.00

Excess $21978 16.86% 25440 19.38% 26143 19.92% 26846 20.40% 27653 20.98Yo

Total risk-based capital

Actual $28338 21.74% 31836 24.26% 32546 24.76% 33256 25.27% 34071 25.85%

Requirement 10428 8.00 10500 8.00 10514 8.00 10528 800 10545 8.00

Excess 17910 13.74% 21336 16.26% $22032 16.76% 22728 17.27% 23526 17.85%

Reconciliation of capital

contributed to Polonia

Bank 102 102 102 102

Net Proceeds contributed

to Polonia Bank 4451 5347 6243 7273

Less common stock

acquired by ESOP 703 827 951 1094
Less common stock

acquired by equity

incentive plan 352 414 476 548

Pro forma increase in

GAAP and regulatory

capital 3498_ 4208 4918 5733

Core capital levels are shown as percentage of adjusted total assets of $259.3 million Risk-based capital levels are shown as

percentage of risk-weighted assets of $30.4 million

Pro forma amounts and percentages include capital contributed to Polonia Bank from the offering and assume net proceeds are

invested in assets that carry 20% risk-weighting

Source Polonia Bancorps prospectus
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EXHIBIT IV-7

PRO FORMA ANALYSIS SHEET

Polonia Bancorp Inc

May 2012

Pre-Conversion Earnings 1Y
Pre-Conversion Core Earnings

Pre-Conversion Book Value 2B
Pre-Conv Tang Book Value 2B
Pre-Conversion Assets 2A
Reinvestment Rate

Tax rate TAX
After Tax Reinvest Rate

Eat Conversion Expenses 3X
Insider Purchases

Price/Share

Foundation Cash Contribution FC
Foundation Stock Contribution FS
Foundation Tax Benefit FT

$482000 12 Mths 3/12

$29000 12 Mths 3112

$27935000

$27935000

$260066000

1.04%

4000%

062f

12.70%

$180000

$8.00

0.00%

0.00% Shares

$0

ESOP Stock of Offering

Cost of ESOP Borrowings

ESOP Amortization

Stock Program of Offering

Stock Programs Vesting

Fixed Expenses

Variable Expenses

Percentage Sold PCT
MHC Assets

Options as of Offering 01
Estimated Option Value 02
Option Vesting Period 03

of Options taxable 04

6.75%

0.00%

15.00 Years

3.38%

5.00 Years

$1250000

1.00%

57.63-46%

$102000

8.44

33.50

5.00 Years

25.00

Calculation of Pro Forma Value After Conversion

VS P/E
PIE PCT 1-X-E-M-FSrR 1-TAxrEm 1-TAXM/N-1-TAX04O102/03

PICoreEYC
-P/Core PCT 1-X-E-M-FSR 1-TAXEIT 1TAXM/N1TAXO401O2/O3

$21254600

Vs PIB BFT
P/B PCT 1-X-E-M-FC-FS

$21254800

P/TB BFT
P/TB PCT 1-X-E-M-FC-FS

$21254600

Valuation Midpoint Pricing Multiples

P/E

P/CE

P/B

P/TB

P/A

Price-earnings multiple

Price-core earnings multiple

Pnce-000k ratio

Price-tangible book ratio

Price-assets ratio

Vajuation Parameters

Subject Peer Group Pennsylvania Comoanjes All Public

at Midpoint Average Median Average Avg ri
53.74 17.20x 15.52x 18.38x 17.90x 19.12x 17.22x

NM 17.lOx 17.16x 20.06x 1823x 19.99x 17.92x

56.86% 69.65% 72.35% 84.23% 78.99% 80.48% 79.62%

56.86 71.44% 74.61% 90.86% 8397% 86.93% 83.13

7.89% 10.51% 11.35% 10.94% 10.65% 10.06% 9.76%

NM

Vs P/AAf $21254600

P/A PCT 1-X-E-M-FC-FS

Shares 2nd Step Full Plus Total Market

2nd Step Exchange Conversion Foundation Capitalization

Conclusion Offering Share Shares Shares

Supermaximum 2025078 1488573 3513651 3513651
Maximum 1760938 1294411 3055349 3055349

Midpoint 1531250 1125575 2656825 2656825
Minimum 1301563 956739 2258302 2258302

Market Vaue

2nd Step Full Total Market

2nd Step Exthange Conversion Foundation Capitalization

Conclusion Offering Value Shares Value

Supermaximum $16200824 $11908584 $28109208 $0 $28109208
Maximum $14087504 $10355288 524442792 524442792

Midpoint $12250000 $9004600 $21254600 $21254600
Minimum $10412504 $7653912 $18066416 $18066416

Includes $1000 of net income earned on net MHC assets of $102000

Includes $102000 of net MHC assets

Estimated offering expenses at midpoint of the offering

Exchange

Ratio

1.1136

0.9684

0.8421

0.71 58
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Exhibit IV-8

PRO FORMA EFFECT OF CONVERSION PROCEEDS
Polonia Bancorp Inc

At the Minimum of the Range

Fully Converted Value and Exchange Ratio

Fully Converted Value $18066416

Exchange Ratio 0.7158

2nd Step Offering Proceeds $10412504
Less Estimated Offering Expenses 1.510313

2nd Step Net Conversion Proceeds Including Foundation $8902191

Estimated Additional Income from Conversion Proceeds

Net Conversion Proceeds $8902191

Less Cash Contribution to Foundation

Less Stock Contribution to Foundation

Less ESOP Stock Purchases 702844
Less RRP Stock Purchases 351944

Net Proceeds to be Reinvested $7847403
Estimated after-tax net incremental rate of return 0.62%

Earnings Increase $48654

Less Estimated cost of ESOP borrowings

Less Amortization of ESOP borrowings3 28114
Less Stock Programs Vesting 42233
Less Option Plan Vesting 52.993

Net Earnings Increase $74686

Net

Before Earnings After

Pro Forma Earnings Conversion Increase Conversion

12 Months ended March 31 2012 reported $482000 $74686 $407314

12 Months ended March 31 2012 core $29000 $74686 $103686

Before Net Addition Tax Benefit After

Pro Forma Net Worth Conversion to Equity of Foundation Conversion

March 31 2012 $27935000 $7647403 $0 $35782403

March 31 2012 Tangible $27935000 $7847403 $0 $35782403

Before Net Cash Tax Benefit After

Pro Forma Assets Conversion Proceeds of Foundation Conversion

March 31 2012 $260066000 $7847403 $0 $267913403

Includes ESOP purchases of 6.75% of the second step offering

Includes RRP purchases of 3.38% of the second step offering

ESOP amortized over 15 years tax effected at 40.00%

RRP amortized over years tax effected at 40.00%

Option valuation based on Black-Scholes model year vesting and assuming 25% taxable



Exhibit IV-8

PRO FORMA EFFECT OF CONVERSION PROCEEDS
Polonia Bancorp Inc

At the Midpoint of the Range

Fully Converted Value and Exchange Ratio

Fully Converted Value $21254600

Exchange Ratio 0.8421

2nd Step Offering Proceeds $12250000

Less Estimated Offering Expenses 1.556.250

2nd Step Net Conversion Proceeds Including Foundation $10693750

Estimated Additional Income from Conversion Proceeds

Net Conversion Proceeds $10693750

Less Cash Contribution to Foundation

Less Stock Contribution to Foundation

Less ESOP Stock Purchases 826875
Less RRP Stock Purchases 414050

Net Proceeds to be Reinvested $9452825
Estimated after-tax net incremental rate of return 0.62%

Earnings Increase $58608

Less Estimated cost of ESOP borrowings

Less Amortization of ESOP borrowings3 33075
Less Stock Programs Vesting 49686
Less Option Plan Vesting 62.344

Net Earnings Increase $86498

Net

Before Earnings After

Pro Forma Earnings Conversion Increase Conversion

12 Months ended March 31 2012 reported $482000 $86498 $395502

12 Months ended March 31 2Q12 core $29000 $86498 $115498

Before Net Cash Tax Benefit After

Pro Forma Net Worth Conversion Proceeds of Foundation Conversion

March 31 2012 $27935000 $9452825 $0 $37387825

March 31 2012 Tangible $27935000 $9452825 $0 $37387825

Before Net Cash Tax Benefit After

Pro Forma Assets Conversion Proceeds of Foundation Conversion

March 31 2012 $260066000 $9452825 $0 $269518825

Includes ESOP purchases of 6.75% of the second step offering

Includes RRP purchases of 3.38% of the second step offering

ESOP amortized over 15 years tax effected at 40.00%

RRP amortized over years tax effected at 40.00%

Option valuation based on Black-Scholes model year vesting and assuming 25% taxable



Exhibit IV-8

PRO FORMA EFFECT OF CONVERSION PROCEEDS

Polonia Bancorp Inc

At the Maximum of the Range

Fully Converted Value and Exchange Ratio

Fully Converted Value $24442792

Exchange Ratio 0.9684

2nd Step Offering Proceeds $14087504
Less Estimated Offering Expenses .6Q2188

2nd Step Net Conversion Proceeds Including Foundation $12485316

Estimated Additional income from Conversion Proceeds

Net Conversion Proceeds $12485316

Less Cash Contribution to Foundation

Less Stock Contribution to Foundation

Less ESOP Stock Purchases 950907
Less RRP Stock Purchases 476157

Net Proceeds to be Reinvested $11058253

Estimated after-tax net incremental rate of return 0.62%

Earnings Increase $68561

Less Estimated cost of ESOP borrowings

Less Amortization of ESOP borrowings3 38036
Less Stock Programs Vesting 57139
Less Option Plan Vesting 71 69

Net Earnings Increase $98310

Net

Before Earnings After

Pro Forma Earnings Conversion Increase Conversion

12 Months ended March 31 2012 reported $482000 $98310 $383690

12 Months ended March 31 2012 core $29000 $98310 $127310

Before Net Cash Tax Benefit After

Pro Forma Net Worth Conversion Proceeds of Foundation Conversion

March 31 2012 $27935000 $11058253 $0 $38993253

March 31 2012 Tangible $27935000 $11058253 $0 $38993253

Before Net Cash Tax Benefit After

Pro Forma Assets Conversion Proceeds of Foundation Conversion

March 31 2012 $260066000 $11058253 $0 $271124253

Includes ESOP purchases of 6.75% of the second step offering

Includes RRP purchases of 3.38% of the second step offering

ESOP amortized over 15 years tax effected at 40.00%

RRP amortized over years tax effected at 40.00%

Option valuation based on Black-Scholes model year vesting and assuming 25% taxable



Exhibit IV-8

PRO FORMA EFFECT OF CONVERSION PROCEEDS
Polonia Bancorp Inc

At the Super Maximum Value

Fully Converted Value and Exchange Ratio

Fully Converted Value $28109208

Exchange Ratio 1.1136

2nd Step Offering Proceeds $16200624
Less Estimated Offering Expenses 1655016

2nd Step Net Conversion Proceeds Including Foundation $14545608

Estimated Additional Income from Conversion Proceeds

Net Conversion Proceeds $14545608

Less Cash Contribution to Foundation

Less Stock Contribution to Foundation

Less ESOP Stock Purchases 1093542
Less RRP Stock Purchases 547583

Net Proceeds to be Reinvested $12904483
Estimated after-tax net incremental rate of return 0.62%

Earnings Increase $80008

Less Estimated cost of ESOP borrowings

Less Amortization of ESOP borrowings3 43742
Less Stock Programs Vesting 65710
Less Option Plan Vesting Z450

Net Earnings Increase $111894

Net

Before Earnings After

Pro Forma Earnings Conversion Increase Conversion

12 Months ended March 31 2012 reported $482000 $111894 $370106

12 Months ended March 31 2012 core $29000 $111894 $140894

Before Net Cash Tax Benefit After

Pro Forma Net Worth Conversion Proceeds of Foundation Conversj

March 31 2012 $27935000 $12904483 $0 $40839483

March 31 2012 Tangible $27935000 $12904483 $0 $40839483

Before Net Cash Tax Benefit After

Pro Forma Assets Converjn Proceeds of Foundation Conversion

March 31 2012 $260066000 $12904483 $0 $272970483

Includes ESOP purchases of 6.75% of the second step offering

Includes RRP purchases of 3.38% of the second step offering

ESOP amortized over 15 years tax effected at 40.00%

RRP amortized over years tax effected at 40.00%

Option valuation based on Black-Scholes model year vesting and assuming 25% taxable
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RP Financial LC

Exhibit IV-9

Core Earnings Analysis

Comparable Institution Analysis

For the 12 Months Ended December 31 2011

Less Estimated

Net Income Less Net Tax Effect Extraordinary Core Income Estimated

Comparable GrouD to Common GainsLoss 34% to Common Shares Core EPS

$000 $000 $000 $000 $000 000

AILS Alliance Bancorp Inc ofPA $1149 $43 $15 $0 $1177 5474 $0.22

COSK Colonial Financial Serv Of NJ $3307 $243 $83 $0 $3147 3994 $0.79

FFCO FedFirst Financial Corp of PA $871 $304 $103 $0 $670 2912 $0.23

FFNM First Federal of Michigan of Ml $743 $292 $99 $0 $550 2884 $0.19

JXSB Jacksonville Bancorp Inc of IL $3286 $588 $200 $0 $2898 1921 $1.51

OBAF OBA Financial Serv Inc of MD $492 $70 $24 $0 $538 4177 $0.13

RIVR RiverValleyBancorpofiN $1408 $850 $289 $0 $847 1514 $0.56

STND Standard Financial Corp of PA $3238 $111 $38 $0 $3165 3414 $0.93

WVFC WVS Financial Corp of PA $1566 $130 $44 $0 $1652 2058 $0.80

WBKC Wolverine Bancorp Inc of MI $1109 $558 $190 $0 $741 2508 $0.30

Source SNL Financial LC and RP Financial IC calculations The information provided in this table has been obtained from sources

we believe are reliable but we cannot guarantee the accuracy or completeness of such information

Copyright 2012 by RP Financial IC
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RP FINANCIAL LC
Advisory Planning Valuasion

RP Financial l.C ISP Financial provides financial and management consulting merger advisory and valuation services to the financial services companies including banks thrifts credit unions insurance

companies mortgage companies and others We offer broad array of services high quality and prompt service hands on involvement by our senior staff careful structuring of strategic initiatives and

sophisticateS valuation and other analyses consistent with
ii dustry prauticen and regulatory requirements 0i-staff has tensiv xonsultig viluation

finincial advisory and industry bacicerounds

RP Firsancialt strategic planning services for established or de novo banking companies provide effective feasible plans with quantifiable results to enhance shareholder value achieve regulatory approval or

realize other objectives We conduct situation analyses establish mission/vision statements develope strategic goals and objectives and identify strategies to enhance value address capital increase earnings

manage risk and tackle operational or organizational matters Our proprietary financial simulation models facilitate the evaluation of the feasibility impact and merit of alternative financial strategies

tP financials merger advisory services include targeting buyers and sellers assessing acquisition merit conducting due diligence negotiating and structuring deal terms preparing merger business plans and

financial simulations rendering fairness opinions preparing
fair valuation analyses and supporting post-merger strategies ISP Financial is also evpert irs de novo charters shelf charters and failed bank deals with

loss sharing or other assistance Through financial simulations valuation proficiency and regulatory familiarity ISP Financials merger advisory services center on enhancing shareholder returns

ISP Financials extensive valuation practice includes mergers thrift stock conversions insurance company demutualizations merger valuation and goodwill impairment ESOPs going private secondary offerings

and other
purposes

We are highly experienced in performing appraisals conforming with regulatory guidelines asd appraisal standards ISP Financial is the nations leading valuation firm for thrift stock

conversions with offerings ranging up to $4 billion

ISP Financial provides effective organizational planning and we are often engaged to prepare independent management studies required for regulatory enforcement actions We evaluate Board management and

staffing needs assess existing talent and capabilities and make strategic recommendations for new positions replacement succession and other organizational matters

ISP Financial provides effective enterprise risk assessment consulting services to assist our clients in evaluating the degree to which they have properly identified understood measured monitored and controlled

enterprise
risk as part

of deliberate risk/reward strategy and to help them implement strategies to mitigate risk enhance performance ensure effective reporting and compliance with laws and regulations and

ovoid potential future damage to their reputation and associated consequences and to mitigate residual risk and unanticipated losses

ISP Financial provides other consulting serv ces including evaluating regulatory changes development diversification and branching strategies conducting feasibility studies and other research and preparing

management studies in response to regulatory enforcement actions We assist clients with CRA plans and revising policies and procedures Our other consulting services are aided by proprietary valuation and

financial simulation models

Ronald Riggins Managing Director 31 703 647 6543 rriggins@rpfinancial.com

Will am Pommerening Managing Director 27 703 647 6546 wpommereniag@rpfinancial.com

Marcus Faust Director 23 703 647 6553 mfaust@rpfinancial tom

Gregory Dunn Director 28 703 647 6548 gdsnn@rpfinancial com

lames Hennessey Director 25 703 647 6544 1hennesseyi3trpfinancial tom

James Oren Director 24 703 647 6549 loren@srpfinanciaI.com

Timothy Biddle Senior Vice President 21 703 647 6552 tbiddle@rpfinancial corn

j5nice Hollar Senior Vice President 29 703 647 6554 jhollar@rpfinancial tom

Carla Pollard Senior Vice President 22 703 647-6SSIS cpollard@rpfinancial.com

RP Financial LC Ihonr 7IS3 58 IliIIS

1100 North Gkbn Road Sotn 600
On 7031 530-1788

Arlinglon VA 22201
wsn.w rpçnannial nom


