Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the fiscal year ended June 30, 2012
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to
Commission File Number: 001-35226

IF BANCORP, INC.

(Exact name of registrant as specified in its chaefr)

MARYLAND 45-183444¢
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
201 East Cherry Street, Watseka, lllinois 60970
(Address of principal executive offices (Zip Code)

(815) 432-2476

(Registrant’s telephone number, including area code

Securities registered pursuant to Section 12(b) dfie Act:
Title of each clas: Name of each exchange on which register¢

Common Stock, par value $0.01 per shar Nasdaq Capital Market

Securities registered pursuant to Section 12(g) dfie Act:
None

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405edb#turities Act.  Yed No
X

Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®acl5(d) of the Act. Yes[
No

Indicate by check mark whether the registrant €l filed all reports required to be filed by Seeti or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wejuired to file such reports), and
(2) has been subject to such filing requirementsHe past 90 days. Yekl No [

Indicate by check mark whether the registrant lhasmstted electronically and posted on its corpo¥&eb site, if any, every Interactive
Data File required to be submitted and posted @untsio Rule 405 of Regulation S-T (8 232.405 of tthapter) during the preceding 12
months (or for such shorter period that the regiigtwas required to submit and post such filed)es No O

Indicate by check mark if disclosure of delinquiilers pursuant to Item 405 of Regulation S-K is aontained herein, and will not be
contained, to the best of the registrant’s knowtedig definitive proxy or information statementsamporated by reference in Part Il of this
Form 10-K or any amendment to this Form 10-KIX]

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, @accelerated filer, or a smaller
reporting company.

Large accelerated fil O Accelerated filel O
Nor-accelerated file O Smaller reporting compar

Indicate by check mark whether the registrantskell company (as defined by Rule -2 of the Act). Yes[ No



The aggregate market value of the voting and ndmga@ommon equity held by nonaffiliates as of Daber 31, 2011 was
$46,923,386.

The number of shares outstanding of the regissaammon stock as of September 18, 2012 was 4%3.1,2

DOCUMENTS INCORPORATED BY REFERENCE:
Portions of the Proxy Statement for the RegistsaAtinual Meeting of Stockholders to be held on Noler 19, 2012 are incorporated
by reference in Part Il of this Form 10-K.




Table of Contents

PART |
ITEM 1.
ITEM 1A.
ITEM 1B.
ITEM 2.
ITEM 3.
ITEM 4.

PART Il
ITEM 5.

ITEM 6.
ITEM 7.

ITEM 7A.
ITEM 8.
ITEM 9.

ITEM 9A.
ITEM 9B.

PART IlI
ITEM 10.
ITEM 11.
ITEM 12.

ITEM 13.
ITEM 14.

PART IV
ITEM 15.

INDEX
Pagt
1
BUSINESS 1
RISK FACTORS 33
UNRESOLVED STAFF COMMENT?¢ 37
PROPERTIES 37
LEGAL PROCEEDINGS 38
MINE SAFETY DISCLOSURES 38
38
MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIE 38
SELECTED FINANCIAL DATA 39
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATION 41
QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 55
FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA 55
CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACOUNTING AND FINANCIAL
DISCLOSURE 55
CONTROLS AND PROCEDURE 55
OTHER INFORMATION 56
57
DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNEE 57
EXECUTIVE COMPENSATION 57
SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS ANMANAGEMENT AND RELATED
STOCKHOLDERS MATTERS 57
CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, ANIDIRECTOR INDEPENDENCE 57
PRINCIPAL ACCOUNTING FEES AND SERVICE 58
58
EXHIBITS AND FINANCIAL STATEMENT SCHEDULES 58

SIGNATURES 59



Table of Contents

This report contains certain “forward-looking statents” within the meaning of the federal securiteess. These statements are not
historical facts; rather, they are statements basedF Bancorp, Inc.’s current expectations regaglits business strategies, intended results
and future performance. Forward-looking statememts preceded by terms such as “expects,” “belieV&mticipates,” “intends” and
similar expressions.

Management's ability to predict results or the effef future plans or strategies is inherently untaim. Factors which could affect
actual results include interest rate trends, thegyal economic climate in the market area in wHiglBancorp, Inc. operates, as well as
nationwide, IF Bancorp, Inc.’s ability to controbsts and expenses, competitive products and pritdag delinquency rates and changes in
federal and state legislation and regulation. Forther discussion of factors that may affect theutts, se¢‘ltem 1A. Risk Factors” in this
Annual Report on Form -K (“Form 10-K"). These factors should be considéiie evaluating the forward-looking statements andue
reliance should not be placed on such statements.

PART |

ITEM 1. BUSINESS
General

IF Bancorp, Inc. (“IF Bancorp” or the “Company”)asMaryland corporation that owns 100% of the comrstock of Iroquois Federal
Savings and Loan Association (“Iroquois Federalthar “Association”). IF Bancorp was incorporatedMarch, 2011 to become the holding
company of Iroquois Federal in connection with lroig Federa mutual to stock conversion. On July 7, 2011 wapmleted our initial publi
offering of common stock in connection with IrogsiGiederal’s mutual-to-stock conversion, selling8,800 shares of common stock at
$10.00 per share, including 384,900 shares sdidtpois Federal's employee stock ownership plad, raising approximately $45.0 million
of gross proceeds. In addition, we issued 314,#a%es of our common stock to the Iroquois FedesahBation. At June 30, 2012 and 2011,
we had consolidated assets of $511.3 million arid35million, consolidated deposits of $344.5 milliand $444.1 million and consolidated
equity of $86.6 million and $39.4 million, respeetly. Other than holding the common stock of Irogueederal, IF Bancorp has not engaged
in any significant business to date.

Iroquois Federal is a federally chartered savirsg®aiation headquartered in Watseka, lllinois. Absociation’s business consists
primarily of taking deposits from the general palaind investing those deposits, together with fugetserated from operations and
borrowings, in one- to four-family residential mgage loans, multi-family mortgage loans, commenaal estate loans, home equity lines of
credit, commercial business loans, consumer loaoss(sting primarily of automobile loans), andatmuch lesser extent, construction loans
and land loans. We also invest in securities, whistorically have consisted primarily of secustissued by the U.S. government, U.S.
government agencies and U.S. government-sponsaterpases, as well as mortgage-backed securitseged or guaranteed by U.S.
government-sponsored enterprises. To a lessertesteralso invest in municipal obligations.

We offer a variety of deposit accounts, includitetement savings accounts, certificates of depmsihey market accounts, commercial
and regular checking accounts, individual retirenaatounts and health savings accounts.

In addition to our traditional banking products advices, we offer a full line of property andwal$y insurance products through
Iroquois Federal's wholly-owned subsidiary, L.CSkervice Corporation, an insurance agency with effim Watseka and Danville, Illinois.
We also offer annuities, mutual funds, individuatlagroup retirement plans, life, disability and lKieansurance, individual securities,
managed accounts and other financial services at alir locations through Iroquois Financial, aigion of Iroquois Federal. Raymond
James Financial Services, Inc. serves as the bdaaer for Iroquois Financial.

We are dedicated to offering alternative bankiniivdey systems, including ATMs, online banking, AQyroll, remote capture and
telephone banking delivery systems. We recentlycegked our IT Department to a modernized, secwibitfain Kankakee, lllinois which will
allow us to improve efficiency, security, and obility to expand our mobile banking platform in thear future.
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Available Information

IF Bancorp, Inc is a public company, and files iime quarterly and annual reports with the Secesitind Exchange Commission. Tt
respective reports are on file and a matter ofipubtord with the Securities and Exchange Commisand may be read and copied at the
Securities and Exchange Commission’s Public Refer&oom at 450 Fifth Street, NW, Washington, DC4ZS he public may obtain
information on the operation of the Public RefeeeRoom by calling the Securities and Exchange Casion at 1-800-SEC-0330. The
Securities and Exchange Commission maintains @&nret site that contains reports, proxy and infdimmestatements, and other information
regarding issuers that file electronically with ®E&C (_http://www.sec.qgox

IF Bancorp’s executive offices are located at 28%tE-herry Street, Watseka, lllinois 60970. Ourggbbne number at this address is
(815) 432-2476, and our website address is wwwioggfed.com Information on our website should not be congidea part of this annual
report.

Market Area

We conduct our operations from our four full-seevizanking offices located in the municipalities/éatseka, Danville, Clifton and
Hoopeston, lllinois and our loan production and ivemanagement office in Osage Beach, Missouri. @imary lending market includes t
lllinois counties of Vermilion and Iroquois, as Was the adjacent counties in Illinois and India@ar loan production and wealth
management office in Osage Beach, Missouri, seheeMissouri counties of Camden, Miller and Morgan.

In recent years our primary market area has expeziknegative growth, reflecting in part, the ecoimodownturn. Future business and
growth opportunities will be influenced by econoraitd demographic characteristics of our primaryketaarea and of east central lllinois.
According to data from the U.S. Census Bureau,uoigjand Vermilion Counties had estimated poputatiof 29,000 and 82,000,
respectively, in July 2011. According to data fr@ML Financial, Iroquois and Vermilion Counties grejected to continue to experience
population reductions during the next three yefcsording to U.S. Bureau of Labor Statistics, thayM012 unemployment rates for Iroqt
County and Vermilion County were 7.5% and 8.9%peesively. According to data from SNL Financial emmployment rates for Vermilion
and Iroquois Counties are projected to decreasetbgeext five years.

The economy in our primary market is fairly divéiesi, with employment in services, wholesale/reti@tie, and government serving as
the basis of the Iroquois County and Vermilion Qgugconomies. Manufacturing jobs, which tend tdlgher paying jobs, are also a large
source of employment in Vermilion County, whiledumis County is heavily influenced by agricultureagriculture related businesses such
as Incobrasa Industries Ltd., Bunge, ConAgra amgdRBEtores. Hospitals and other health care prosjdecal schools and
trucking/distribution businesses also serve as nsgjorces of employment.

Our Osage Beach, Missouri loan production and Wwealnagement office is located in the Lake of tkar®s region and serves the
Missouri counties of Camden, Miller and Morgan. ®kaown primarily as a resort area, this markéeisoming an area of permanent
residences and a growing retirement community,ighog an excellent market for mortgage loans andvweealth management and financial
services business.

Competition

We face intense competition in our market area bothaking loans and attracting deposits. We atsopete with commercial banks,
credit unions, savings institutions, mortgage brage firms, finance companies, mutual funds, insteacompanies and investment banking
firms. Some of our competitors have greater naroegmition and market presence that benefit theaithacting customers, and offer certain
services that we do not or cannot provide.
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Our deposit sources are primarily concentratetiéncommunities surrounding our banking offices tedan Iroquois and Vermilion
Counties, lllinois. As of June 30, 2011, the latse for which FDIC data is available, we rankiest ©f 13 bank and thrift institutions with
offices in Iroquois County with a 31.6% deposit kedrshare. As of the same date, we ranked secob@ lp&nk and thrift institutions with
offices in Vermilion County with a 16.0% depositiket share. Our deposit balances were inflateduoe 30, 2011, due to our mutual-to-
stock conversion which closed on July 7, 2011 wbich we held approximately $113 million in escrdeposit balances at June 30, 2011.
This temporary inflation of our deposit balancedwate 30, 2011 did impact our market share pergentalroquois County, but had little
impact on our rankings in Iroquois or Vermillion @ties.

Lending Activities

Our principal lending activity is the originatiofi @ane- to four-family residential mortgage loangltinfamily loans, commercial real
estate loans (including farm loans), home equity®and lines of credit, commercial business loamrssumer loans (consisting primarily of
automobile loans), and, to a much lesser extenstoaction loans and land loans.

In addition to loans originated by Iroquois Fedgaoalr loan portfolio includes loan purchases wtdod secured by single family homes
located primarily in the Midwest. As of June 3012Gand 2011, the amount of such loans equaled $iifligan and $21.0 million,
respectively. See “—Loan Originations, Purchasass Participations and Servicing.”

Our loan portfolio also includes commercial loamtiggpations which are secured by both real estatbother business assets, primarily
within 100 miles of our primary lending market. é&8June 30, 2012 and 2011, the amount of such legunaled $16.2 million and $10.5
million, respectively. See “—Loan Originations, Pluases, Sales, Participations and Servicing.”

The Association’s legal lending limit to any onefoover is 15% of unimpaired capital and surplus.JOly 30, 2012 our bank received
approval from the Comptroller of the Currency (OG€participate in the Supplemental Lending Linftt®gram (SLLP). This program
allows eligible savings associations to make aoldéti residential real estate loans or extensiormsatfit to one borrower, small business Ic
or extensions of credit to one borrower, or sieglirf loans or extensions of credit to one borrowethe lesser of the following two amounts:
(1) 10% of its capital and surplus; or (2) the patage of capital and surplus, in excess of 1584,alstate bank is permitted to lend under the
state lending limit that is available for loansww®d by one-to four-family residential real estat@all business loans, small farm loans or
unsecured loans in the state where the main affitkee savings association is located. For our@ason this additional limit (or
“supplemental limit(s)") for one-to four-family rigkential real estate, small business, or small flaans is 10% of our Association’s capital
and surplus. In addition, the total outstanding am@f the Association’s loans or extensions ofltrer parts of loans and extensions of
credit made to all of its borrowers under the Skth&y not exceed 100% of the Association’s capitdl surplus. By Association policy,
participation of any credit facilities in the SLL$to be infrequent and all credit facilities anebe with prior Board approval.

We originate a substantial portion of our fixederane- to four-family residential mortgage loansdale to the Federal Home Loan
Bank of Chicago with servicing retained. Total Isaold under this program equaled approximately&66llion and $64.5 million as of
June 30, 2012 and 2011, respectively. See “—OnEetw-Family Residential Real Estate Lending” befowmore information regarding the
origination of loans for sale to the Federal Honoamh Bank of Chicago.

3



Table of Contents

Loan Portfolio Composition. The following table sets forth the composition af ¢doan portfolio, including loans held for sale, type
of loan at the dates indicated. Amounts shown f&-do four-family loans include loans held foresaf approximately $179,000, $0,
$460,000, $156,000 and $0 at June 30, 2012, 2@1D, 2009, and 2008, respectively.

At June 30,
2012 2011 2010 2009 2008
Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent

(Dollars in thousands)
Real estate loan
One- to four-family (1) $147,68¢ 55.99% $148,44( 60.82% $153,77: 64.5¢% $157,10¢ 69.4&6 $162,55. 74.6(%

Multi -family 38,547 14.6( 26,29¢  10.77 19,23: 8.07 14,81¢ 6.5¢ 10,71( 4.92
Commercia 32,928  12.47 27,40; 11.2¢ 24,95¢ 10.4¢ 23,81 10.5: 21,18¢ 9.72
Home equity lines of
credit 8,99/ 3.41 10,04: 4.11 7,85¢ 3.3C 4,581 2.0z 1,812 0.8¢
Constructior 8,39¢ 3.1¢ 4,03¢ 1.65 2,112 0.8¢ 1,91¢ 0.8t 1,567 0.72
Commercia 13,917 5.27 12,06¢ 4.94 13,41( 5.6% 9,25; 4.0¢ 6,39( 2.9¢
Consume 13,57¢ 5.1 15,77¢ 6.4¢ 16,87¢ 7.0¢ 14,627 6.47 13,68t 6.2¢
Total loans 264,04: 100.00% 244,07¢ 100.0(% 238,21: 100.0% 226,11° 100.0(% 217,90: 100.0(%
Other items
Unearned fees and
discounts, ne 63 19 (35) (44) (62)
Loans in proces 1,53¢ 89C (1,199 (89€) (1,619
Allowance for loan
losses 3,531 3,14¢ (2,767 (1,36Y) (1,049
Total loans, ne $258,91( $240,02( $234,21. $223,81. $215,18(

(1) Includes home equity loan
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Loan Portfolio Maturities and Yields. The following table summarizes the scheduled remagmof our loan portfolio at June 30, 2012.
We had no demand loans or loans having no stapeymeent schedule or maturity at June 30, 2012.

One- to four-family Multi -family Commercial Home equity lines of
residential real estate (1) real estate real estate credit
Weighted Weightec Weightec Weighted
Average Average Average Average
Amount Rate Amount Rate Amount Rate Amount Rate
(Dollars in thousands)
Due During the Years Ending June,

2013 $ 1,14( 6.18% $ 274 6.25% $ 5,927 6.31% $ 51: 5.02%

2014 1,84¢ 5.5¢€ 2,18( 5.2t 5,89¢ 5.8t 1,22¢ 4.4¢

2015 to 201¢ 2,38¢ 5.6¢ 9,01: 5.0 5,658 4.9¢ 2,39: 4.2¢

2017 to 202! 12,67: 5.0% 24,70 4.3¢ 9,06¢ 4.91 1,10 3.9¢

2022 to 202¢ 14,45:; 4.5¢€ 50¢ 4.5: 3,18¢ 4.8¢ 3,28¢ 4.0z

2027 and beyon 115,18¢ 4.44 1,87( 6.01 3,291 5.9t 471 4.03
Total $ 147,68t 4.5 $38,54" 4.68% $32,92¢ 5.45% $8,99¢ 4.21%

Construction Commercial Consumer Total
Weighted Weighted Weighted Weighted
Average Average Average Average
Amount Rate Amount Rate Amount Rate Amount Rate
(Dollars in thousands)
Due During the Years Ending June,

2013 $ — — % $ 5,57¢ 53% $ 3,79¢ 3.4% $ 17,22¢ 5.32%

2014 1,04( 3.7¢ 1,09: 5.2C 1,72( 8.0z 15,00¢ 5.67

2015 to 201¢ — — 2,24¢ 5.8¢ 4,98¢ 8.0t 26,58 5.6t

2017 to 202! 5,29¢ 4.7¢ 2,66¢ 5.57 2,75¢ 5.8¢ 58,26¢ 4.7

2022 to 202¢ — — 1,41( 4.8¢ 62 7.0¢ 22,90¢ 4.5t

2027 and beyon 2,057 3.2¢ 924 3.2¢€ 25€ 3.5C 124,05’ 4.47
Total $8,39¢ 4.25% $13,91° 5.27% $13,57¢ 6.22% $264,04: 4.7%

1)

Includes home equity loan

The following table sets forth the scheduled repayts of fixed- and adjustable-rate loans at Jun@B@D2 that are contractually due

after June 30, 2013.

Real estate loan
One- to four-family (1)
Multi -family
Commercia
Home equity lines of cred
Constructior
Commercia
Consume

Total loans

(1)

Includes home equity loan

Due After June 30, 201:

Fixed Adjustable Total
(In thousands)

$ 50,98¢ $ 95,56 $146,54¢
28,83¢ 9,43¢ 38,27:
21,56( 5,43 26,99
4,861 3,62( 8,481
14C 8,25¢ 8,39¢
6,901 1,43 8,33¢
9,78: — 9,78
$123,06:  $123,75(  $246,81
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One- to Four-Family Residential Mortgage Loans . At June 30, 2012, $147.7 million, or 55.9% of cutat loan portfolio, consisted of
one- to four-family residential mortgage loans. B¥er residential mortgage loans that conform tariia Mae and Freddie Mac underwriting
standards (conforming loans) as well as non-corifigioans. We generally underwrite our one- to ffamily residential mortgage loans
based on the applicant’'s employment and credibhisind the appraised value of the subject prop®vey also offer loans through various
agency programs, such as the Mortgage Partnergtapde Program of the Federal Home Loan Bank of&ju, which are originated for
sale.

We currently offer fixed-rate conventional mortgdgans with terms of up to 30 years that are falyortizing with monthly loan
payments. We also offer adjustable-rate mortgagedahat generally provide an initial fixed intdnegte of one to seven years and annual
interest rate adjustments thereafter, that amootize a period up to 30 years. We offer one- ta-family residential mortgage loans with
loan-to-value ratios up to 100%. Private mortgamgeiiance is required for all one- to four-familgidential mortgage loans with loan-tatue
ratios exceeding 90%. One- to four-family residaintiortgage loans with loan-to-value ratios abo®g8but below 90%, require private
mortgage insurance unless waived by managemedurf 30, 2012, fixed-rate one- to four-family resitial mortgage loans totaled $52.1
million, or 35.3% of our one- to four-family resiatéal mortgage loans, and adjustable-rate onesdo-family residential mortgage loans
totaled $95.6 million, or 64.7% of our one- to fdamily residential mortgage loans.

Our one- to four-family residential mortgage loamns generally conforming loans. We generally oatgnboth fixed- and adjustablate
mortgage loans in amounts up to the maximum corifayioan limits as established by the Federal Huy§iinance Agency for Fannie Mae
and Freddie Mac, which for our primary market aseeurrently $417,000 for single-family homes. Ahé 30, 2012, our average one- to four-
family residential mortgage loan had a principdhbae of $75,000. We also originate loans abovéethéing limit for conforming loans,
which we refer to as “jumbo loans.” At June 30, 20326.7 million, or 18.1%, of our total one-to fefamily residential loans had principal
balances in excess of $417,000. Most of our jurobog are originated with a seven-year fixed-rate gind a balloon payment, with up to a
30 year amortization schedule. Occasionally we evithinate fixed-rate jumbo loans with terms oftofl5 years.

We actively monitor our interest rate risk positiordetermine the desirable level of investmeribiad-rate mortgage loans. In recent
years there has been increased demand fo-term fixed-rate loans, as market rates have dibjppel remained near historic lows. As a
result, we have sold a substantial majority of fored-rate one- to foufamily residential mortgage loans with terms ofyEars or greater. W
sell fixed-rate residential mortgages to the Fddeéame Loan Bank of Chicago, with servicing retainender its Mortgage Partnership
Finance Program. Since December 2008, we havdaanid to the Federal Home Loan Bank of Chicago uitsldlortgage Partnership
Finance Xtra Program. Total mortgages sold undsmttogram were approximately $16.8 million and 828illion for the years ended
June 30, 2012 and 2011, respectively. Generallyeler, we retain in our portfolio fixed-rate one-four-family residential mortgage loans
with terms of less than 15 years, although thisrepsesented a small percentage of the fixed-catesl that we have originated in recent years
due to the favorable long-term rates for borrowers.

We currently offer several types of adjustatdée mortgage loans secured by residential pragsevtith interest rates that are fixed fol
initial period of one to seven years. We offer athble-rate mortgage loans that are fully amomgiz&fter the initial fixed period, the interest
rate on adjustable-rate mortgage loans generaibtsesvery year based upon the weekly averagemé-gear U.S. Treasury Securities rate
plus an applicable margin, subject to periodic Efietime limitations on interest rate changes. @djustable rate mortgage loans with initial
rate periods lasting five or seven years have a2mum annual rate change up or down, and a @&ntié cap up from the initial rate. Our
adjustable rate mortgage loans with initial rateqais lasting one or three years have a 1% maximanual rate change up or down and a 5%
lifetime cap up from the initial rate. The floor ali adjustable rate mortgage loans is equal tartitial rate.

Adjustable-rate mortgage loans generally presdfardnt credit risks than fixed-rate mortgage lggémarily because the underlying
debt service payments of the borrowers increagge®st rates increase, thereby increasing thengiat for default and higher rates of
delinquency. At the same time, the marketabilityhaf underlying collateral may be adversely affédtg higher interest rates. Since changes
in the interest rates on adjustable-rate mortgagmsbe limited by an initial fixed-rate period or the contractual limits on periodic interest
rate adjustments, adjustable-rate loans may nastds quickly to increases in interest rates asnberest-bearing liabilities.

6
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In addition to traditional one- to four-family régintial mortgage loans, we offer home equity Idhas are secured by a second
mortgage on the borrower’s primary or secondaridezge. Home equity loans are generally undenmrititing the same criteria that we use
to underwrite one- to four-family residential matg loans. Home equity loans may be underwrittéh avioan-to-value ratio of up to 90%
when combined with the principal balance of thesting first mortgage loan. Our home equity loares@rmarily originated with fixed rates
of interest with terms of up to 10 years, fully atimed. At June 30, 2012, approximately $1.6 millior 1.1% of our one- to four-family
mortgage loans were home equity loans securedskeg@nd mortgage.

Home equity loans secured by second mortgagesdraager risk than one- to four-family residentiargage loans or home equity
loans secured by first mortgages. We face thethigkthe collateral will be insufficient to compaies us for loan losses and costs of
foreclosure. When customers default on their losgsattempt to foreclose on the property and relselproperty as soon as possible to
minimize foreclosure and carrying costs. Howeuee, talue of the collateral may not be sufficientéonpensate us for the amount of the
unpaid loan and we may be unsuccessful in recay¢hie remaining balance from those customers.ddatly with respect to our home
equity loans, decreases in real estate values ealviersely affect the value of property used als@hl for our loans.

We do not offer or purchase loans that providenfegiative amortization of principal, such as “OptARM” loans, where the borrower
can pay less than the interest owed on the loanltieg in an increased principal balance durirglife of the loan.

We require title insurance on all of our one- tarféamily residential mortgage loans, and we atxuire that borrowers maintain fire
and extended coverage casualty insurance in anrgrableast equal to the lesser of the loan balantiee replacement cost of the
improvements. We also require flood insurance padicable. We do not conduct environmental testingesidential mortgage loans unless
specific concerns for hazards are identified byapgraiser used in connection with the originatibthe loan.

Commercial Real Estate and Multi-family Real Estate Loans. At June 30, 2012, $32.9 million, or 12.5% of ousrdgortfolio consisted
of commercial real estate loans, and $38.5 mill@rl.4.6% of our loan portfolio consisted of mdémily (which we consider to be five or
more units) residential real estate loans. At Bhe2012, substantially all of our commercial restate and mulfiamily real estate loans we
secured by properties located in Illinois and India

Our commercial real estate mortgage loans are piinsecured by office buildings, owner-occupiedsimesses, retail rentals, farm
loans secured by real estate and churches. At 12, loans secured by commercial real estateah average loan balance of $240,000.
We originate commercial real estate loans withdmadland adjustable rates of up to seven yearsanittrtization up to 20 to 25 years. At
June 30, 2012, $6.1 million or 18.6% of our comri@neal estate loans had adjustable rates. Tles mt our adjustable-rate commercial real
estate loans are generally based on the primefatéerest plus an applicable margin, and gengtalve a specified floor.

We originate multi-family loans with balloon andjastable rates for terms of up to seven years aitlortization up to 20 to 25 years.
At June 30, 2012, $9.4 million or 24.5% of our mdimily loans had adjustable rates. The rateswradjustable-rate multi-family loans are
generally tied to the prime rate of interest plusninus an applicable margin and generally haveegified floor.

In underwriting commercial real estate and muliiily real estate loans, we consider a number dbfacwhich include the projected
net cash flow to the loan’s debt service requireni@anerally requiring a minimum ratio of 120%)ethge and condition of the collateral, the
financial resources and income level of the borroavel the borrowes’ experience in owning or managing similar propsrtCommercial re
estate and multi-family real estate loans are paigid in amounts up to 80% of the appraised valtleeopurchase price of the property
securing the loan, whichever is lower. Personatantaes are typically obtained from commercial estate and multi-family real estate
borrowers. In addition, the borrower’s financialdnmation on such loans is monitored on an ongbiagjs by requiring periodic financial
statement updates.
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Commercial real estate and multi-family real eskaé®s generally carry higher interest rates ane Ishorter terms than one- to four-
family residential mortgage loans. Commercial essthte and multi-family real estate loans, howemetail greater credit risks compared to
the one- to four-family residential mortgage loaresoriginate, as they typically involve larger Idselances concentrated with single
borrowers or groups of related borrowers. In additthe payment of loans secured by income-produaiaperties typically depends on the
successful operation of the property, as repaymietiite loan generally is dependent, in large partsufficient income from the property to
cover operating expenses and debt service. Chamgesnomic conditions that are not in the contfahe borrower or lender could affect
value of the collateral for the loan or the futaessh flow of the property. Additionally, any dedim real estate values may be more
pronounced for commercial real estate and multitfareal estate than for one- to four-family resitlel properties.

At June 30, 2012, our largest commercial real edtatn had an outstanding balance of $1.8 milleas secured by farmland, and was
performing in accordance with its terms. At thated@ur largest multi-family real estate loan hazhince of $5.8 million, was secured by a
large apartment complex, and was performing in @tzotce with its terms.

Home Equity Lines of Credit. In addition to traditional one- to four-family regintial mortgage loans and home equity loans, fer of
home equity lines of credit that are secured bybttreower’s primary or secondary residence. Homeétedjnes of credit are generally
underwritten using the same criteria that we usentterwrite one- to four-family residential mortgadgans. Our home equity lines of credit
are originated with either fixed or adjustable seaed may be underwritten with a loan-to-valueorafiup to 90% when combined with the
principal balance of an existing first mortgagenoBixedrate lines of credit are generally based on the@rmiate of interest plus an applice
margin and have monthly payments of 1.5% of thetaatling balance. Adjustable-rate home equity lofesedit are based on the prime rate
of interest plus or minus an applicable margin agfiire interest paid monthly. Both fixed and atijbte rate home equity lines of credit h
balloon terms of five years. At June 30, 2012 we $8.0 million, or 3.4% of our total loan portfoli® home equity lines of credit. At that d
we had $5.7 million of undisbursed funds relatetidme equity lines of credit.

Home equity lines of credit secured by second nageg have greater risk than one- to flaumily residential mortgage loans securec
first mortgages. We face the risk that the collteiill be insufficient to compensate us for loasdes and costs of foreclosure. When
customers default on their loans, we attempt tedimse on the property and resell the propertyas as possible to minimize foreclosure
carrying costs. However, the value of the colldteray not be sufficient to compensate us for thewam of the unpaid loan and we may be
unsuccessful in recovering the remaining balanoe fthose customers. Particularly with respect tohmme equity lines of credit, decreases
in real estate values could adversely affect thaevaf property securing the loan.

Commercial Business Loans. We also originate commercial non-mortgage busiftess) loans and adjustable lines of credit. At
June 30, 2012, we had $13.9 million of commerciaitess loans outstanding, representing 5.3% offodalrloan portfolio. At that date, we
also had $5.0 million of unfunded commitments ochsloans. These loans are generally originatednillsand medium-sized companies in
our primary market area. Our commercial busineasdare generally used for working capital purpesder acquiring equipment, inventory
or furniture, and are primarily secured by busiressets other than real estate, such as busingigsnemt and inventory, accounts receivable
or stock. We also offer agriculture loans thatrawesecured by real estate.

In underwriting commercial business loans, we galhelend up to 80% of the appraised value or pasehprice of the collateral
securing the loan, whichever is lower. The comnatmisiness loans that we offer have fixed intenatsts or adjustable-rate indexed to the
prime rate of interest plus an applicable margi, @&ith terms ranging from one to seven years. @unmercial business loan portfolio
consists primarily of secured loans. When makingmercial business loans, we consider the finaistééments, lending history and debt
service capabilities of the borrower (generallyuiggg a minimum ratio of 120%), the projected c#lsiws of the business and the value of
the collateral, if any. Virtually all of our loarmse guaranteed by the principals of the borrower.
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Commercial business loans generally have a gresedit risk than one- to four-family residential rigage loans. Unlike residential
mortgage loans, which generally are made on this bashe borrower’s ability to make repayment frbim or her employment and other
income, and which are secured by real property e/lvafue tends to be more easily ascertainable, @niah business loans are of higher
and typically are made on the basis of the borrtsaadsility to make repayment from the cash flowtlu# borrower’s business. As a result, the
availability of funds for the repayment of commatdusiness loans may be substantially dependetiteosuccess of the business itself.
Further, the collateral securing the loans may elgpte over time, may be difficult to appraise ama fluctuate in value based on the success
of the business. We seek to minimize these risiaitih our underwriting standards.

At June 30, 2012, our largest commercial business butstanding was for $1.5 million and was seatbseall assets of a trucking
business. At June 30, 2012, this loan was perfayrmraccordance with its terms.

Construction Loans. We also originate construction loans for one- warffamily residential properties and commercial esstate
properties, including multi-family properties. Airde 30, 2012, $8.4 million, or 3.2%, of our totzh portfolio, consisted of construction
loans, which were secured by one- to four-famikidential real estate, multi-family real estategamies and commercial real estate
properties. At June 30, 2012, the unadvanced podighese construction loans totaled $1.8 million.

Construction loans for one- to four-family residehproperties are originated with a maximum loawalue ratio of 85% and are
generally “interest-only” loans during the constroe period which typically does not exceed 12 nhgnffter this time period, the loan
converts to permanent, amortizing financing follogvthe completion of construction. Constructiomi®&or commercial real estate are made
in accordance with a schedule reflecting the cbsbostruction, and are generally limited to an 80%n-to-completed appraised value ratio.
We generally require that a commitment for permafiaancing be in place prior to closing the counstion loan.

Construction financing generally involves greaterdit risk than long-term financing on improved,r@woccupied real estate. Risk of
loss on a construction loan depends largely uperaticuracy of the initial estimate of the valu¢hef property at completion of construction
compared to the estimated cost (including inter@fstpnstruction and other assumptions. If thengestie of construction cost is inaccurate, we
may be required to advance additional funds beybadmount originally committed in order to protdw value of the property.

Moreover, if the estimated value of the completegjgzt is inaccurate, the borrower may hold a priypeith a value that is insufficient
to assure full repayment of the construction loparuthe sale of the property. Construction loase akpose us to the risk that improvements
will not be completed on time in accordance withafications and projected costs. In addition, ulienate sale or rental of the property may
not occur as anticipated.

At June 30, 2012, all of the construction loang tm originated were for one-to four- family regitial properties, multi-family real
estate properties and commercial real estate pgiepethe largest of such construction loans a¢ BihH2012 was for an apartment complex
and had a principal balance of $5.3 million. Tlaian was performing in accordance with its termiuae 30, 2012.

Loan Originations, Purchases, Participations, Sales and Servicing. Lending activities are conducted primarily by ocaan personnel
operating in each office. All loans that we origmare underwritten pursuant to our standard psliand procedures. In addition, our one- to
four-family residential mortgage loans generallgarporate Fannie Mae, Freddie Mac or Federal HoaanlBank of Chicago underwriting
guidelines, as applicable. We originate both adhistrate and fixed-rate loans. Our ability to oréde fixed- or adjustable-rate loans is
dependent upon the relative customer demand fdr Isans, which is affected by current market irderates as well as anticipated future
market interest rates. Our loan origination andsakttivity may be adversely affected by a risirtgriest rate environment which typically
results in decreased loan demand. Most of our caciadgeal estate and commercial business loangemwerated by our internal business
development efforts and referrals from professi@oaltacts. Most of our originations of one- to féamily residential mortgage loans,
consumer loans and home equity loans and lineseditare generated by existing customers, refefram realtors, residential home
builders, walk-in business and from our website.
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Consistent with our interest rate risk strategythim low interest rate environment that has existedcent years, we have sold on a
servicing-released basis a substantial majority@fconforming, fixed-rate one- to fotamily residential mortgage loans with maturitiésl6
years or greater that we have origina

From time to time, we purchase loan participatimnsommercial loans in which we are not the lealés secured by real estate and
other business assets, primarily within 100 milesuw primary lending area. In these circumstane&sfollow our customary loan
underwriting and approval policies. We have sudfiticapital to take advantage of these opportunitigourchase loan participations, as well
as strong relationships with other community banksur primary market area and throughout lllinthiat may desire to sell participations,
and we may increase our purchases of participabiotie future as a growth strategy. At June 30, 228nd 2011, the amount of commercial
loan participations totaled $16.2 million and $1th#lion, respectively, of which $7.3 million an&® million, at June 30, 2012 and 2011
were outside our primary market area.

We sell a portion of our fixed-rate residential tgage loans to the Federal Home Loan Bank of Cbicengler its Mortgage Partnership
Finance Xtra Program. We retain servicing on ah®sold under this program. During the years eddad 30, 2012 and 2011, we sold $.
million and $23.8 million of loans to the FederalHe Loan Bank of Chicago under the program. Pd@ecember 2008, we also retained
some credit risk associated with loans sold tdRdgeral Home Loan Bank of Chicago. For additionfdrimation regarding retained risk
associated with these loans, see “Allowance fomloasses—Other Credit Risk.”

Loan Approval Procedures and Authority. Our lending activities follow written, non-discrimatory underwriting standards and loan
origination procedures established by our BoarDicéctors. The loan approval process is intendeabs®ss the borrowsrability to repay th
loan and the value of the collateral that will secthe loan. To assess the borrower’s ability paye we review the borrower’'s employment
and credit history and information on the histdrenad projected income and expenses of the borrdWerwill also evaluate a guarantor w
a guarantee is provided as part of the loan.

Iroquois Federal’s policies and loan approval lgndte established by our Board of Directors. Oan lofficers generally have authority
to approve one- to four-family residential mortgdagns up to $100,000, other secured loans up@$9, and unsecured loans up to
$10,000. Managing Officers (those with designateshlapproval authority) generally have authoritgpprove one- to four-family residential
mortgage loans and other secured loans up to $300abd unsecured loans up to $150,000. In addiioy two individual officers may
combine their loan authority limits to approve arloOur Loan Committee may approve one- to fourifarasidential mortgage loans,
commercial real estate loans, mdémily real estate loans and land loans up to 1@ in aggregate loans or $750,000 for individoahs
and unsecured loans up to $500,000. All loans abeee limits must be approved by the Operating iBitt@e, consisting of the Chairman,
the President, and up to four other Board members.

We generally require appraisals from certifiedicensed third party appraisers of all real propsdguring loans. When appraisals are
ordered, they are done so through an agency indepénf the Association or by staff independerthefloan approval process, in order to
maintain a process free of any influence or presfom any party that has an interest in the tretima

Non-performing and Problem Assets

For all of our loans, once a loan is 15 days dekmy, a past due notice is mailed. Past due natmesnue to be mailed monthly in the
event the account is not brought current. Pridhéotime a loan is 30 days past due, we attemgaiitact the borrower by telephone.
Thereafter we continue with follow-up calls. Genlgraonce a loan becomes 90 days delinquent, iivock-out efforts have been pursued, we
commence the foreclosure or repossession processm#nary report of all loans 60 days or more pastahd all criticized and classified
loans is provided monthly to our Board of Directors

Loans are evaluated for non-accrual status whemeat/of principal and/or interest is 90 days or enpast due. Loans are also placed
on non-accrual status when it is determined catleadf principal or interest is in doubt or if thellateral is in jeopardy. When loans are
placed on non-accrual status, unpaid accrued siteréully reversed, and further income is recagdionly to the extent received and only
after the loan is returned to accrual status. ©hag are typically returned to accrual status faid principal and interest are repaid so tha
loan is current.
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Non-Performing Assets. The table below sets forth the amounts and categofiour non-performing assets at the dates itedic#t
June 30, 2012, 2011, 2010, 2009 and 2008, we babled debt restructurings of approximately $3.8iom, $1.8 million, $782,000,
$951,000 and $128,000, respectively. At the datesgmted, we had no loans that were delinquentag® or greater and that were still

accruing interest.

Nonaccrual loans
Real estate loan
One- to four-family (1)
Multi-family
Commercia
Home equity lines of cred
Constructior
Commercia
Consume
Total nor-accrual loan:
Loans delinquent 90 days or greater and still angrt
Real estate loan
One- to four-family (1)
Multi-family
Commercia
Home equity line of cred
Constructior
Commercia
Consume
Total loans delinquent 90 days or greater andastidfuing
Total nor-performing loan:
Performing troubled debt
restructurings
Total non-performing assets and performing troullelit
restructurings

Other real estate owned and foreclosed as
Real estate loan
One- to four-family (1)
Multi -family
Commercia
Home equity lines of cred
Constructior
Commercia
Consume
Total other real estate owned and foreclosed a

Total nor-performing asset

Ratios:
Non-performing loans to total loat
Non-performing assets to total ass

(1) Includes home equity loan
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At June 30,
2012 2011 2010 2009 2008
(Dollars in thousands)

$3,667 $4,881 $3,05¢ $3,49( $1,09¢

1,477 — — — —

95 20¢€ — — —

— 73 — — —

2 4 — — —

113 10¢€ — 14 —
5,354 5,27 3,05¢ 3,50¢ 1,09¢
— — 735 37z 13€
— — — — 48
— — 8 20 3
— — 777 39z 18¢
5,354 5,27 3,83¢ 3,89¢ 1,28t

31C — — — —
$5,66¢ $5,27: $3,83: $3,89¢ $1,28¢
1,24¢ 69C 497 113 56

22 - - - -
— 20 — 13 16
1,26¢ 71C 497 12€ 72
$6,622 $5,98: $4,33( $4,022 $1,351

2.02% 2.1% 1.61% 1.72% 0.5%
1.3(% 1.17% 1.1%% 1.07% 0.4(%
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For the years ended June 30, 2012 and 2011, gresest income that would have been recorded hadantaccruing loans been
current in accordance with their original terms \$230,000 and $284,000, respectively. We recogriiztedest income of $0 and $114,00(
such loans for the years ended June 30, 2012 &g Bfspectively.

At June 30, 2012, our non-accrual loans totaled $llion. These non-accrual loans consisted prilpaf 27 one- to-four family
residential loans with aggregate principal balarafe®3.7 million and specific allowances of $684)00 commercial real estate relationship
with principal balances totaling $95,000 and speeifiowances of $49,000, and 1 mukmily loan with principal balance of $1.5 milliand
specific allowance of $253,000.

Other than as disclosed in the above tables, tirerao other loans at June 30, 2012 that managdrasrserious doubts about the ab
of the borrowers to comply with the present logragenent terms.

Troubled Debt Restructurings. Troubled debt restructurings are defined under 8340 to include loans for which either a portidn
interest or principal has been forgiven, or fomeanodified at interest rates or on terms matgrielis favorable than current market rates.
periodically modify loans to extend the term or maither concessions to help borrowers stay cuaetheir loans and to avoid foreclosure.
At June 30, 2012 and 2011, we had $3.8 million B&dmillion, respectively, of troubled debt restirings. At June 30, 2012 we had
troubled debt restructurings of approximately $®illion of residential one- to-four family mortgage$2,000 of commercial loans, $1.5
million of multi-family real estate loans, $95,00Dcommercial real estate and $32,000 of consuagerd that were all impaired.

For the years ended June 30, 2012 and 2011, gresest income that would have been recorded hattaubled debt restructurings
been performing in accordance with their origiraiis was $217,000 and $104,000, respectively. \8grézed interest income of $9,000
and $82,000 on such modified loans for the yeade@dune 30, 2012 and 2011, respectively.

12
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Delinquent Loans. The following table sets forth certain informatiaith respect to our loan portfolio delinquenciesres dates

indicated.

At June 30, 201,
Real estate loan
One- to four-family (1)
Multi-family
Commercia
Home equity lines of cred
Constructior
Commercia
Consume

Total loans

At June 30, 201
Real estate loan
One- to four-family (1)
Multi-family
Commercia
Home equity lines of cred
Constructior
Commercia
Consume

Total loans

At June 30, 201!
Real estate loan
One- to four-family (1)
Multi -family
Commercia
Home equity lines of cred
Constructior
Commercial busines
Consume

Total loans

At June 30, 200
Real estate loan
One- to four-family (1)
Multi-family
Commercia
Home equity lines of cred
Constructior
Commercia
Consume

Total loans

At June 30, 200
Real estate loan
One- to four-family (1)
Multi-family
Commercia
Home equity lines of cred
Constructior
Commercia
Consume

Total loans

(1) Includes home equity loan
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Loans Delinquent For

60 to 89 Days 90 Days or Greater Total

Number Amount Number Amount Number Amount
(Dollars in thousands)

13 $1,05i 11 $1,94¢ 24 $3,00¢
2 57 1 7 3 64
1 11 — — 1 11
4 23 3 40 7 63
2C  $1,14¢ 15 $1,99¢ 35 $3,14¢
1C $ 631 19  $3,45¢ 29  $4,08¢
— — 2 104 2 104
2 67 1 37 3 104
8 8C 4 25 12 10E
2C $ 77E 26  $3,62¢ 46  $4,40:
6 $ 32t 21  $3,78¢ 27  $4,11¢
— — 1 36 1 36
4 41 1 8 5 49
1C $ 36€ 23 $3,83: 33 $4,19¢
13 $ 93¢ 27  $3,86: 40 $4,80(
1 14 — — 1 14
4 23 4 34 8 57
18 $ 97¢ 31  $3,89¢ 48  $4,871
17 $ 67¢ 15  $1,23¢ 32 $1,91-
1 46 1 48 2 94
1 9 — — 1 9
1 17 2 3 3 20
2C $ 75C 18  $1,28¢ 38 $2,03¢
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Total delinquent loans decreased by $1.3 millio83dl million at June 30, 2012 from $4.4 millionJane 30, 2011. The decrease in
delinquent loans was due primarily to a decreaskld million in one-to four-family loans delinqued0 days or more and a decrease of
$104,000 in commercial real estate loans deling@@rdays or more, offset by an increase of $426i0@Me-to four-family loans delinquent
60 days or more.

Real Estate Owned and Foreclosed Assets. Real estate acquired by us as a result of foreasuby deed in lieu of foreclosure is
classified as real estate owned. When propertggsieed it is recorded at the lower of cost orreatied fair market value at the date of
foreclosure, establishing a new cost basis. Estithttir value generally represents the sale primeyar would be willing to pay on the basis
of current market conditions, including normal terfrom other financial institutions, less the estied costs to sell the property. Holding
costs and declines in estimated fair market vadgalt in charges to expense after acquisitiondtiitan, we could repossess certain
collateral, including automobiles and other titlehicles, called other repossessed assets. At3IyrgH12, we had $1.3 million in foreclosed
assets, which included 11 one-to four-family proipsr

Classification of Assets. Our policies, consistent with regulatory guidelingovide for the classification of loans and otassets that
are considered to be of lesser quality as substdndaubtful, or loss assets. An asset is consiisnbstandard if it is inadequately protected
by the current net worth and paying capacity ofdhkgor or of the collateral pledged, if any. Stavglard assets include those assets
characterized by the distinct possibility that wi#t sustain some loss if the deficiencies are ratected. Assets classified as doubtful hav
of the weaknesses inherent in those classifiedantiard with the added characteristic that the wesses present make collection or
liquidation in full, on the basis of currently etiigy facts, conditions and values, highly questmaand improbable. Assets (or portions of
assets) classified as loss are those consideredlectible and of such little value that their cdomtance as assets is not warranted. Assets that
do not expose us to risk sufficient to warrant sifésation in one of the afore-mentioned categqrieg which possess potential weaknesses
that deserve our close attention, are requireetddsignated as watch.

When we classify assets as either substandardutntfdd we undertake an impairment analysis whiaymesult in allocating a portion
of our general loss allowances to a specific alloweafor such assets as we deem prudent. The alb@fanloan losses is the amount
estimated by management as necessary to absoiblessés incurred in the loan portfolio that aothbprobable and reasonably estimable at
the balance sheet date. When we classify a probtset as loss, we charge the asset off. For demsified assets, we provide a specific
allowance for that portion of the asset that issidered uncollectible. Our determination as todlassification of our assets and the amoui
our loss allowances are subject to review by ouncfpal federal regulator, the Office of the Congfigr of the Currency, which can require
that we establish additional loss allowances. Vgelegly review our asset portfolio to determine tiee any assets require classification in
accordance with applicable regulations.

The following table sets forth our amounts of diéasd assets, assets designated as watch andttibkzized assets (classified assets and
loans designated as watch) as of the date indicAtadunts shown at June 30, 2012 and 2011, incipgeoximately $5.4 million and $5.3
million of nonperforming loans, respectfully. Thedated specific valuation allowance in the allowafar loan losses for such nonperforming
loans was $1.0 million and $903,000 at June 302201 2011, respectively. Substandard assets simolude foreclosed assets.

At June 30,
2012 2011
(In thousands)

Classified asset:

Substandar $6,85¢ $8,081
Doubtful — —
Loss — —
Total classified asse 6,85¢ 8,081
Watch 1,78¢ 1,39¢
Total criticized assel $8,64¢ $9,48(

At June 30, 2012, substandard assets consiste2l ®fillion of one- to four-family residential mgege loans, $1.5 million in multi-
family loans, $95,000 of commercial real estate$&8,000 of home equity lines of credit, $2,000@nmercial business loans, $113,000 of
consumer loans, and $1.3 million of real estateemvt June 30, 2012, watch assets consisted afréillion of commercial business loans,
and $612,000 of one- to four-family residential tgage loans. At June 30, 2012, no assets werdfdsas doubtful or loss.

14



Table of Contents

Allowance for Loan Losses

The allowance for loan losses represents one ahthst significant estimates within our financiatsiments and regulatory reporting.
Because of this, we have developed, maintaineddandmented a comprehensive, systematic, and ¢emsysapplied process for
determining the allowance for loan losses, in agance with GAAP, our stated policies and proceduresmagement’s best judgment and
relevant supervisory guidance.

Our allowance for loan losses is the amount coms@tlaecessary to reflect probable incurred lossesii loan portfolio. We evaluate
the need to establish allowances against lossésaos on a quarterly basis, and more frequenthaifranted. We analyze the collectability of
loans held for investment and maintain an allowahegis appropriate and determined in accordaridte®AAP. When additional allowanc
are necessary, a provision for loan losses is eldat@earnings.

Our methodology for assessing the appropriatenfede @llowance for loan losses consists of two &eynents: (1) specific allowances
for estimated credit losses on individual loang #re determined to be impaired through our reviimwdentified problem loans; and (2) a
general allowance based on estimated credit laskegent in the remainder of the loan portfolio.

In performing the allowance for loan loss revieve kave divided our credit portfolio into severgbaeate homogeneous and non-
homogeneous categories within the following groups:

» Mortgage Loans: one- to four-family residentiasfilien loans originated by Iroquois Federal; aiefour-family residential first
lien loans purchased from a separate originationpamy; one- to four-family residential junior litoans; home equity lines of
credit; multi-family residential loans on propesti@ith five or more units; noresidential real estate loans; and loans on ladién
current development or for future developmi

» Consumer Loans (unsecured or secured by otherdahestate): loans secured by deposit accourissltor home improvement;
educational loans; automobile loans; mobile hona@dploans on other security; and unsecured l¢

» Commercial Loans (unsecured or secured by otherriheal estate): secured loans and unsecured |

Determination of Specific Allowances for Identified Problem Loans. We establish a specific allowance when loans ateraéned to be
impaired. Loss is measured by determining the ptessue of expected future cash flows, the loaiservable market value, or, for
collateral-dependant loans, the fair value of thiéateral adjusted for market conditions and sglixpenses. Factors used in identifying a
specific problem loan include: (1) the strengthitef customer’s personal or business cash flowghéavailability of other sources of
repayment; (3) the amount due or past due; (4)yibe and value of collateral; (5) the strength af collateral position; (6) the estimated cost
to sell the collateral; and (7) the borrower’s efto cure the delinquency. In addition, for lomesured by real estate, we consider the extent
of any past due and unpaid property taxes appbcabihe property serving as collateral on the gawe.

Determination of General Allowance for Remainder of the Loan Portfolio. We establish a general allowance for loans thahate
deemed impaired to recognize the inherent lossexiged with lending activities, but which, unligeecific allowances, has not been
allocated to particular problem assets. This géwalaation allowance is determined by segregattiregloans by loan category and assigning
allowance percentages based on our historicakbsearience, delinquency trends and managemmentluation of the collectability of the Ic
portfolio. The allowance is then adjusted for siigaint factors that, in management’s judgment,diftiee collectability of the portfolio as of
the evaluation date. These significant factors malude: (1) Management’s

15



Table of Contents

assumptions regarding the minimal level of riskdagiven loan category and includes amounts facipated losses which may not be
reflected in our current loss history experien@®;changes in lending policies and proceduresudioh changes in underwriting standards,
and charge-off and recovery practices not consitlelgewhere in estimating credit losses; (3) chammgéternational, national, regional and
local economics and business conditions and dexetafs that affect the collectability of the poritfglincluding the conditions of various
market segments; (4) changes in the nature ananeobf the portfolio and in the terms of loans;¢Banges in the experience, ability, and
depth of the lending officers and other relevaatfs{6) changes in the volume and severity of plast loans, the volume of natcrual loan:
and the volume and severity of adversely classifiads; (7) changes in the quality of the loane@vsystem; (8) changes in the value of the
underlying collateral for collateralependant loans; (9) the existence and effectyptancentrations of credit, and changes in thel lef/suct
concentrations; and (10) the effect of other exkfactors such as competition and legal and régrylaequirements on the level of estimated
credit losses in the existing portfolio. The apgliess factors are re-evaluated quarterly to engie relevance in the current environment.

Although our policy allows for a general valuatiaifowance on certain smaller-balance, homogenoaksmd loans classified as
substandard, we have historically evaluated eveay tlassified as substandard, regardless offsizenpairment as part of our review for
establishing specific allowances. Our policy aldoves for a general valuation allowance on certimaller-balance, homogenous pools of
loans which are loans criticized as special mentiowatch. A separate general allowance calculatignade on these loans based on
historical measured weakness, and which is natesstwice the amount of general allowances catedlan our non-classified loans.

In addition, as an integral part of their examioatprocess, the Office of the Comptroller of ther€uncy will periodically review our
allowance for loan losses. Such agency may redjuittewe recognize additions to the allowance basettheir judgments of information
available to them at the time of their examination.

We periodically evaluate the carrying value of Ieamd the allowance is adjusted accordingly. Wikideuse the best information
available to make evaluations, future adjustmemthe allowance may be necessary if conditiongdstibstantially from the information
used in making the evaluations.

The accrual of interest on loans is discontinuetti@time the loan is 90 days delinquent unlesgthdit is well secured and in the
process of collection. Loans are placed on nonatstatus or charged-off at an earlier date ifezlbn of principal or interest is considered
doubtful.

All interest accrued but not collected for loamgluding troubled debt restructurings, that are@ibon nonaccrual status or charged off
is reversed against interest income. The intereshese loans is accounted for on the cash-basisstrecovery method, until qualifying for
return to accrual. Generally, loans are returnegttyual status when all the principal and intea@sdunts contractually due are brought
current and future payments are reasonably assured.

Other Credit Risk. We also have some credit risk associated with fietd residential loans that we sold to the Feddoahe Loan Ban
of Chicago prior to December 2008 under its MortgBgrtnership Finance Program (“MPFP”). Howevelawe retain the servicing of
these loans and receive both service fees and emdtincement fees, they are not our assets. Wiegero service approximately $66.7
million of these loans, for which our maximum pdiehcredit risk is approximately $787,000. Fronmdi2000 to June 30, 2012, we
experienced only $8,000 in actual losses undeMBEP. Loans that we have sold to the Federal Hooaa IBank of Chicago since Decerr
2008 are sold under its Mortgage Partnership Fimadita Program, rather than the MPFP. Unlike losold under the MPFP, we do not re
any credit risk with respect to loans sold underhortgage Partnership Finance Xtra Program.
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The following table sets forth activity in our allance for loan losses at and for the periods ineita

Balance at beginning of peric
Chargeoffs:
Real estate loan
One- to four-family (1)
Multi -family
Commercia
Home equity lines of cred
Constructior
Commercia
Consume

Total charg-offs

Recoveries
Real estate loan
One- to four-family (1)
Multi -family
Commercia
Home equity lines of cred
Constructior
Commercia
Consume
Total recoverie:
Net charg-offs
Provision for loan losse
Balance at end of peric

Ratios:

Net charg-offs to average loans outstand
Allowance for loan losses to n-performing loans at end of peri
Allowance for loan losses to total loans at engeriod

(1) Includes home equity loan

At or For the Fiscal Years Ended June 3C

2012 2011 2010 2009 2008
(Dollars in thousands)
$3,14¢ $2,767 $1,36¢ $1,052 $1,021
(651) (920) (474) (21) (23)
(48) — — (10) —
(35) — — — —
(29 (30) — (6) —
(89) (549) (35) (69) (449
(851) (1,009 (509) (106) (67)
71 16 18 1 35
— — — 1 —
- - 1 - -
37 19 17 12 10
10€ 35 36 14 45
(749) (969) (479) (92) (22)
1,12¢ 1,351 1,87¢ 40¢ 53
$3,531 $ 3,14¢ $2,76 $1,36¢ $1,052
0.3(% 0.4(% 0.2(% 0.04% 0.01%
65.95% 59.7% 72.1% 35.02% 81.4¢%
1.34% 1.2¢% 1.1¢% 0.6(% 0.4&%
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Allocation of Allowance for Loan Losses. The following table sets forth the allowance faaridosses allocated by loan category and the

percent of loans in each category to total loanteetlates indicated. The allowance for loan loafiesated to each category is not necess
indicative of future losses in any particular catggand does not restrict the use of the allowaa@bsorb losses in other categories.

At June 30,
2012 2011 2010
Percent of Percent of Percent of
Loans in Eact Loans in Eact Loans in Eact
Allowance for Allowance for Allowance for
Category to Category to Category to
Loan Losses Total Loans Loan Losses Total Loans Loan Losses Total Loans
(Dollars in thousands)
Real estate loan
One- to four-family (1) $ 1,94 55.% $ 1,98 60.8 $ 1,78t 64.5%
Multi -family 67¢ 14.€ 25( 10.¢ 20z 8.1
Commercia 24t 12.t 23z 11.2 17t 10.5
Home equity lines of cred 81 3.4 12C 4.1 71 3.3
Constructior 78 3.2 30 1.7 — 9
Commercia 347 e 352 4.¢ 40C 5.€
Consume 13¢ 5.1 16¢ 6.5 127 7.1
Total allocated allowanc 3,50¢ 3,14( 2,76(
Unallocatec 22 9 I |
Total $ 3,531 100.0% $ 3,14¢ 100.0(% $ 2,76 100.0(%
(1) Includes home equity loan
At June 30,
2009 2008
Percent of Percent of
Loans in Eact Loans in Eact
Allowance for Allowance for
Category to Category to
Loan Losses Total Loans Loan Losses Total Loans
(Dollars in thousands)
Real estate loan
One- to four-family (1) $ 93¢ 69.5% $ 732 74.€%
Multi -family 67 6.€ 48 4.¢
Commercia 127 10.t 97 9.7
Home equity lines of cred 32 2.C 12 .8
Constructior — .8 — 7
Commercia 85 4.1 54 2.¢
Consume 113 6.5 84 6.2
Total allocated allowanc 1,362 1,02¢
Unallocatec 3 19
Total $ 1,36t 100.0% $ 1,045 100.0(%

(1) Includes home equity loan

Net charge-offs decreased from $969,000 for the geded June 30, 2011 to $743,000 for the yeardeddiee 30, 2012, with most of
the charge-offs during both periods involving ottefour-family residential real estate loans. Inligéidn, non-performing loans increased by
$82,000 during the year ended June 30, 2012.

The allowance for loan losses increased $382,0002.d%, to $3.5 million at June 30, 2012 from $3illion at June 30, 2011. The
increase was based on the amount in charge-offispadorming loans, an increase in the loan pddfahd the change in loan portfolio
composition. At June 30, 2012, the allowance fanltosses represented 1.34% of total loans compare@9% of total loans at June 30,

2011.

Investments

We conduct investment transactions in accordantieaur Board-approved investment policy. The inmestt policy is reviewed at
least annually by the Budget and Investment Conamittf the Board, and any changes to the policgagect to ratification by the full Board
of Directors. This policy dictates that investmdatisions give consideration to the safety of thestment, liquidity requirements, potential
returns, the ability to provide collateral for pigag requirements, minimizing exposure to credik rpotential returns and consistency
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with our interest rate risk management strategyhéuity to make investments under approved guidslis delegated to our Investment
Committee, comprised of our President and Chieftchttee Officer, our Vice President and Chief Finah©fficer, our Vice President and
Chief Operating Officer, and our Vice President &tdef Retail Banking Officer. All investments aegported to the Board of Directors for
ratification at the next regular Board meeting.

Our current investment policy permits us to invadly in investment quality securities permitted®ffice of the Comptroller of the
Currency regulations, including U.S. Treasury ov&oment guaranteed securities, U.S. Governmemtcggeecurities, securities issued or
guaranteed by Fannie Mae, Freddie Mac and Ginnig, liank-qualified municipal securities, bank-guedifmoney market instruments, and
bank-qualified corporate bonds. We do not engagpétulative trading. As of June 30, 2012, we hel@dsset-backed securities other than
mortgage-backed securities. As a federal savinddaam association, Iroquois Federal is generallypermitted to invest in equity securities,
although this general restriction will not applylEoBancorp, Inc., which may acquire up to 5% ofing securities of any company without
regulatory approval.

ASC 320-10, “Investment — Debt and Equity Secusitiequires that, at the time of purchase, we desigaaecurity as held to matur
available-for-sale, or trading, depending on odlitgtand intent. Securities available for sale egported at fair value, while securities held to
maturity are reported at amortized cost. All of sacurities are available for sale. We do not na&ind trading portfolio.

U.S. Government and Agency Debt Securities. While U.S. Government and federal agency securieerally provide lower yields th
other investments, including mortgage-backed stesrand interest-earning certificates of depegitmaintain these investments, to the
extent appropriate, for liquidity purposes and @ltateral for borrowings.

Mortgage-Backed Securities. We invest in mortgage-backed securities insureguaranteed by the U.S. Government or government
sponsored enterprises. Mortgage-backed securigesraated by pooling mortgages and issuing a ggauith an interest rate that is less than
the interest rate on the underlying mortgages. Ssguarities pools are guaranteed as to paymentrafipal and interest to investors.
Mortgagebacked securities generally yield less than theddhat underlie such securities because of theof@ayment guarantees and cr
enhancements. However, mortgage-backed secunigesare liquid than individual mortgage loans sitltare is an active trading market for
such securities. In addition, mortgage-backed $esimay be used to collateralize our specifibiliies and obligations. Finally, mortgage-
backed securities are assigned lower risk weightingpurposes of calculating our risk-based cafsteel. Investments in mortgage-backed
securities involve a risk that actual payments ldligreater or less than the prepayment rate dstinad the time of purchase, which may
require adjustments to the amortization of any juemor acceleration of any discount relating tohsimterests, thereby affecting the net yi
on our securities. We periodically review currerggayment speeds to determine whether prepaymimia¢ss require modification that
could cause amortization or accretion adjustments.

Municipal Obligations. Iroquois Federal’s investment policy allows it targhase municipal securities of credit-worthy isspyand does
not permit it to invest more than 10% of IroquoexiEral’s capital in the bonds of any single issAédune 30, 2012, we held $3.2 million of
municipal securities primarily issued by local gowaents and school districts within our market area

Federal Home Loan Bank Stock. At June 30, 2012, we held $4.2 million of Federaht¢ Loan Bank of Chicago common stock in
connection with our borrowing activities totalings0 million. The common stock of the Federal Hdroan Bank is carried at cost and
classified as a restricted equity security.

Bank-Owned Life Insurance. We invest in bank-owned life insurance to providewith a funding source for our benefit plan
obligations. Bank-owned life insurance also gemgiadovides us noninterest income that is non-téxdbederal regulations generally limit
our investment in bank-owned life insurance to 25§%ur Tier 1 capital plus our allowance for loasdes. At June 30, 2012, we had invested
$7.5 million in bank-owned life insurance, whichsvE2.1% of our Tier 1 capital plus our allowanceléan losses.
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I nvestment Securities Portfolio. The following table sets forth the composition af imvestment securities portfolio at the dates
indicated, excluding Federal Home Loan Bank of @pastock, federally insured interest-earning tifaposits and bank-owned life
insurance. As of June 30, 2012, 2011, and 2016¥ allich securities were classified as availables&be.

Securities available for sal

U.S. government, federal agency and governmentssped
enterprise:

U.S. government sponsored mortg-backed securitie
State and political subdivisiol

Total

20

At June 30,
2012 2011 2010
Amortized Amortized Amortized
Cost Fair Value Cost Fair Value Cost Fair Value

$155,12: $160,95¢

(In thousands)

$149,79: $152,12° $103,80° $106,81°

56,60: 58,86 34,72¢ 35,53¢ 15,12: 16,20¢
3,221 3,481 2,481 2,61( 2,57¢ 2,72¢
$214,94¢ $223,30¢ $186,99¢ $190,27: $121,50'! $125,74¢
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Portfolio Maturities and Yields. The composition and maturities of the investmenusées portfolio at June 30, 2012 are summarized
in the following table. At such date, all of oucsdties were available for sale. Maturities aredzhon the final contractual payment dates
do not reflect the impact of prepayments or eagtjemptions that may occur. The yields on municsealrities have not been adjusted to a
tax-equivalent basis.

More than One Year More than Five Years
One Year or Less through Five Years through Ten Years More than Ten Years Total Securities
Weighted Weighted Weightec Weighted Weighted
Amortized Amortized Amortized
Average Average Amortized Average Average Amortized Average
Cost Yield Cost Yield Cost Yield Cost Yield Cost Fair Value Yield
(Dollars in thousands)

uU.S.

government,

federal

agency and

government-

sponsored

enterprise: $ — — % $50,42¢ 3.1% $104,70( 201% $ — — % $155,12: $160,95! 2.45%
U.S. governmel

sponsored

mortgage-

backed

securities — — 43t 5.2¢ 3,551 4.9 52,61°¢ 2.97 56,60: 58,86 4.01
State and

political

subdivisions 507 1.2% 1,18( 3.0C 1,47( 5.4¢ 64 4.8 3,221 3,481 4.47
Total $ 507 1.22% $52,03¢ 3.67% $109,72: 2.21% $52,67¢ 2.97% $214,94¢ $223,30t 2.88%
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Sources of Funds

General. Deposits traditionally have been our primary sowffinds for our lending and investment activitidge also borrow from tt
Federal Home Loan Bank of Chicago, to supplemesit law needs, to lengthen the maturities of liéib# for interest rate risk management
purposes and to manage our cost of funds. Ouriadditsources of funds are the proceeds from tleea$doans originated for sale, schedt
loan payments, maturing investments, loan prepatsnestained earnings and income on other earrgsets.

Deposits. We generate deposits primarily from the areas iithvbur branch offices are located. We rely on@mpetitive pricing,
convenient locations and customer service to dténad retain both retail and commercial deposits.

We offer a variety of deposit accounts with a ranfjmterest rates and terms. Our deposit accaortsist of statement savings
accounts, certificates of deposit, money markevaets, commercial and regular checking accoundlvitual retirement accounts and health
savings accounts. From time to time we utilize lerekl certificates of deposit or internet funding.JAne 30, 2012, we had $11.5 million in
brokered certificates of deposit and $868,000 teriret funding.

Interest rates, maturity terms, service fees arlddrawal penalties are established on a periodicsbBeposit rates and terms are based
primarily on current operating strategies, inclggdihe cost of alternate sources of funds, and narterest rates, liquidity requirements,
interest rates paid by competitors and our deppsivth goals.

The following tables set forth the distributionafr average total deposit accounts, by account fgpehe periods indicated.

For the Fiscal Year Ended For the Fiscal Year Ended
June 30, 2012 June 30, 2011
Weightec Weighted
Average Average Average Average
Balance Percent Rate Balance Percent Rate
(Dollars in thousands)
Deposit type:
Noninterest bearing dema $ 9,95¢ 2.95% — % $ 8,47¢ 2.5% — %
Interes-bearing checking or NO\ 28,64¢ 8.5( 0.2C 25,15¢ 7.51 0.22
Savings accoun 27,56( 8.17 0.3¢ 23,67¢ 7.0¢€ 0.4¢
Money market accoun 68,61¢ 20.3¢ 0.2¢ 70,68 21.0¢ 0.51
Certificates of depos 202,46t 60.0: 1.2t 207,16 61.81 1.72
Total deposit: $337,25(  100.00% 0.85% $335,16(  100.0(% 1.22%
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For the Fiscal Year Ended

June 30, 201(
Weighted
Average Average
Balance Percent Rate
(Dollars in
thousands
Deposit type:
Noninterest bearing dema $ 7,86¢ 2.4%% — %
Interes-bearing checking or NO\ 23,23¢ 7.2¢ 0.47
Savings accoun 20,36: 6.3t 0.87
Money market accoun 68,32 21.2¢ 0.9C
Certificates of depos 201,07 62.67 2.37
Total deposit: $320,85¢ 100.0(% 1.7%

As of June 30, 2012, the aggregate amount of qudstg certificates of deposit in amounts greatantar equal to $100,000 was
approximately $73.2 million. The following tabletséorth the maturity of those certificates aswid 30, 2012.

At

June 30, 201

(In thousands!
Three months or les $ 16,70¢
Over three months through six mon 15,401
Over six months through one ye 24,16¢
Over one year to three yei 14,21
Over three year 2,75¢€
Total $ 73,24¢
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The following table sets forth the amount of outtifieates of deposit classified by interest raseofthe dates indicated.

Interest Rate
Less than 2.00¢
2.00% to 2.99Y
3.00% to 3.99Y%
4.00% to 4.99%
5.00% to 5.99Y%

Total

At June 30,
2012 2011 2010
(In thousands)

$185,37 $170,72! $ 90,01«
11,60( 25,14 69,217
2,82: 8,44¢ 42,02:
392 91¢€ 1,82¢
— 15C 15C
$200,19:  $205,38:  $203,22¢

The following table sets forth, by interest rategas, information concerning our certificates gi@st at June 30, 2012.

Interest Rate Range:
Less than 2.00¢
2.00% to 2.99Y
3.00% to 3.99Y
4.00% to 4.99%

Total

At June 30, 2012

Period to Maturity

Less Than ol More Than
More Than Percent o
Equal to One to Two to More Than
One Year Two Years Three Years Three Years Total Total
(Dollars in thousands)
$ 14453 $2961¢ $ 7,77 $ 3,455 $185,37" 92.€%
3,72( 1,34¢ 1,701 4,83t 11,60( 5.8
1,361 1,46: — — 2,82: 14
392 — — — 392 0.2
$ 150,00 $32428 $ 9471 $ 8,29C $200,19: 100.0(%

Borrowings. Our borrowings consist of advances from the Fedéaahe Loan Bank of Chicago. At June 30, 2012, wekdress to
additional Federal Home Loan Bank of Chicago adearaf up to $28.6 million based on our collateTale following table sets forth
information concerning balances and interest ratesur borrowings at the dates and for the periodisated.

Balance at end of peric

Average balance during peri

Maximum outstanding at any month €
Weighted average interest rate at end of pe
Average interest rate during peri

24

At or For the Fiscal Years Ended June 3C

2010

2012 2011
(Dollars in thousands)
$75,00( $22,50(
65,83 28,79¢
78,00( 36,00(
1.25% 3.78%
1.3¢% 3.08%

$22,50(

28,90¢

36,50(
4.34%
3.52%
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Personnel

At June 30, 2012, the Association had 90 full-tieneployees and 3 part-time employees, none of wisaepresented by a collective
bargaining unit. Iroquois Federal believes thatétationship with its employees is good.

Subsidiaries

IF Bancorp conducts its principal business ac#sithrough its wholly-owned subsidiary, Iroquoisi&®l Savings and Loan
Association. The Iroquois Federal Savings and LAassociation has one wholly-owned subsidiary, L.Sdrvice Corporation, an insurance
agency with offices in Watseka and Danville, Illig0

REGULATION AND SUPERVISION

General

As a federal savings association, Iroquois Fedsmlbject to examination and regulation by thed@fof the Comptroller of the
Currency, and is also subject to examination byRégeral Deposit Insurance Corporation (“FDIC™)ioPto July 21, 2011, the Office of
Thrift Supervision was Iroquois Federal’s primaegéral regulator. However, the Dodd-Frank Wall &Reform and Consumer Protection
Act (the “Dodd-Frank Act”), which is discussed tuet below, eliminated the Office of Thrift Supeieis and transferred the Office of Thrift
Supervision’s functions relating to federal saviagsociations, including rulemaking authority,he Office of the Comptroller of the
Currency effective July 21, 2011. The federal systd regulation and supervision establishes a cehmsive framework of activities in
which Iroquois Federal may engage and is intendiedlapily for the protection of depositors and tHel€’s Deposit Insurance Fund.

Iroquois Federal also is regulated to a lesseméxig the Board of Governors of the Federal ResBpatem, or the “Federal Reserve
Board”, which governs the reserves to be maintaagainst deposits and other matters. In additimguois Federal is a member of and owns
stock in the Federal Home Loan Bank of Chicagoctvlié one of the twelve regional banks in the Falddome Loan Bank System. Iroquois
Federal's relationship with its depositors and baers also is regulated to a great extent by fédenaand, to a lesser extent, state law,
including in matters concerning the ownership giaist accounts and the form and content of IrogEeideral’s loan documents.

As a savings and loan holding company, IF Bancegubject to examination and supervision by, amddsired to file certain reports
with, the Federal Reserve Board. The Office of fil8upervision’s functions relating to savings doah holding companies were transferred
to the Federal Reserve Board on July 21, 2011 putgo the Dodd-Frank Act regulatory restructurifigBancorp is also be subject to the
rules and regulations of the Securities and Exch&mmmission under the federal securities laws.

Set forth below are certain material regulatoryuregments that are applicable to Iroquois Federdll& Bancorp. This description of
statutes and regulations is not intended to bergtaie description of such statutes and regulatimastheir effects on Iroquois Federal an
Bancorp. Any change in these laws or regulatiofgtier by Congress or the applicable regulatoryeigs, could have a material adverse
impact on IF Bancorp, Iroquois Federal and thearagions.

Dodd-Frank Act

As noted above, the Dodd-Frank Act made significduainges to the regulatory structure for deposisijtutions and their holding
companies. However, the Dodd-Frank Act’'s changeseglbbeyond that and affect the lending, investtaemd other operations of all
depository institutions. The Dodd-Frank Act reqditke Federal Reserve Board to set minimum calgitels for both bank and savings and
loan holding companies that are as stringent asethequired for the insured depository subsidiaded the components of Tier 1 capital for
holding companies were restricted to capital imants that were then currently considered to be TT@apital for insured depository
institutions. Bank holding companies with assetes$ than $500 million are exempt from these
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capital requirements. Proceeds of trust prefereedrities are excluded from Tier 1 capital unlesshssecurities were issued prior to May 19,
2010 by bank or savings and loan holding companigsless than $15 billion of assets. These cap#glirements do not apply to savings
and loan holding companies until five years after duly 21, 2010 enactment date of the Dodd-Frastk Fhe legislation also established a
floor for capital of insured depository institut®that cannot be lower than the standards in efiedtlay 21, 2010, and directed the federal
banking regulators to implement new leverage apitalarequirements that take into account off-batasheet activities and other risks,
including risks relating to securitized productsl aerivatives.

The Dodd-Frank Act created a new Consumer Finalei@lection Bureau with broad powers to supervigbenforce consumer
protection laws. The Consumer Financial ProtedBareau has broad rule-making authority for a wialege of consumer protection laws that
apply to all banks and savings institutions suchr@guois Federal, including the authority to pfmhfunfair, deceptive or abusive” acts and
practices. The Consumer Financial Protection Buhgeuexamination and enforcement authority ovevaalks and savings institutions with
more than $10 billion in assets. Banks and savimgtgtutions with $10 billion or less in assets atid examined for compliance by their
applicable bank regulators. The new legislatioo alsakened the federal preemption available fdonat banks and federal savings
associations, and gave state attorneys generability to enforce applicable federal consumer @ctibn laws.

The Dodd-Frank Act broadened the base for FDICrarste assessments. Assessments are now basedawelthge consolidated total
assets less tangible equity capital of a finaringtitution. The legislation also permanently iraged the maximum amount of deposit
insurance for banks, savings institutions and ¢naubns to $250,000 per depositor, retroactiv@aiouary 1, 2008, and noninterest bearing
transaction accounts have unlimited deposit insgdhrough December 31, 2012. The Dodd-Frank Axneised stockholder influence over
boards of directors by requiring companies to giteekholders a non-binding vote on executive coragton and so-called “golden
parachute” payments. The legislation also dirdetsRederal Reserve Board to promulgate rules pitotglexcessive compensation paid to
bank holding company executives, regardless of mdreéhe company is publicly traded or not. Furtktes, legislation requires that originators
of securitized loans retain a percentage of tHefostransferred loans, directs the Federal ResBoard to regulate pricing of certain debit
card interchange fees and contains a number afmsfeelated to mortgage origination.

Many provisions of the Dodd-Frank Act involve deddyeffective dates and/or require implementing leg@gans. Their impact on
operations cannot yet fully be assessed. Howelveretis a significant possibility that the Dodd+ikact will result in an increased
regulatory burden and compliance, operating aratést expense for Iroquois Federal and IF Bancorp.

Federal Banking Regulation

Business Activities. A federal savings association derives its lending) iavestment powers from the Home Owners’ Loan Ast
amended, and applicable federal regulations. Utigese laws and regulations, lroquois Federal magsinin mortgage loans secured by
residential and commercial real estate, commebtiainess and consumer loans, certain types ofseéebtities and certain other assets,
subject to applicable limits. The Dodd-Frank Actrewrized, for the first time, the payment of intgren commercial checking accounts,
effective July 21, 2011. Iroquois Federal may @&swmblish subsidiaries that may engage in certdivitees not otherwise permissible for
Iroquois Federal, including real estate investnagrt securities and insurance brokerage.

Capital Requirements. Federal regulations require savings associationseet three minimum capital standards: a 1.5% kdagiapital
ratio, a 4% core capital assets leverage ratiof(8%avings associations receiving the higheshgatin the CAMELS rating system), and an
8% risk-based capital ratio.

The risk-based capital standard for savings asoggrequires the maintenance of Tier 1 (core)tatal capital (which is defined as
core capital and supplementary capital) to riskgheed assets of at least 4% and 8%, respectiveljetermining the amount of riskeighted
assets, all assets, including certain off-balaheetsassets, are multiplied by a risk-weight faofd?% to 200%, assigned by regulation, based
on the risks believed inherent in the type of afSete capital is defined as common stockholdegsitg (including retained earnings), certain
noncumulative perpetual preferred stock and relstedlus and minority interests in equity accowftsonsolidated subsidiaries, less
intangibles other than certain mortgage servicights and credit card relationships.
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The components of supplementary capital includeutative preferred stock, long-term perpetual prefgistock, mandatory convertible
securities, subordinated debt and intermediateemed stock, the allowance for loan and lease $olaséted to a maximum of 1.25% of risk-
weighted assets and up to 45% of net unrealizetsgai available-for-sale equity securities withdiBadeterminable fair market values.
Overall, the amount of supplementary capital inellids part of total capital cannot exceed 100%w# capital. Additionally, a savings
association that retains credit risk in connectidtih an asset sale is required to maintain addifioegulatory capital because of the
purchaser’s recourse against the savings assatiattiassessing an institution’s capital adequtwy Office of the Comptroller of the
Currency takes into consideration, not only thesmeric factors, but qualitative factors as wellj &nas the authority to establish higher
capital requirements for individual associationevehnecessary.

At June 30, 2012, Iroquois Federal’s capital exededll applicable requirements.

Loans-to-One Borrower. Generally, a federal savings association may néenaadoan or extend credit to a single or relatedig of
borrowers in excess of 15% of unimpaired capital surplus. An additional amount may be loaned, kgua0% of unimpaired capital and
surplus, if the loan is secured by readily markietabllateral, which generally does not includd esaate.

On July 30, 2012 Iroquois Federal received apprtreah the Office of the Comptroller of the Currertoyparticipate in the
Supplemental Lending Limits Program (SLLP). Thisgram allows eligible savings associations to medditional residential real estate
loans or extensions of credit to one borrower, smadiness loans or extensions of credit to onedvaar, or small farm loans or extensions of
credit to one borrower, in the lesser of the follogvtwo amounts: (1) 10% of its capital and surptus(2) the percentage of capital and
surplus, in excess of 15%, that a state bank imipted to lend under the state lending limit tlaaavailable for loans secured by one- to four-
family residential real estate, small businessdpamall farm loans or unsecured loans in the sthtze the main office of the savings
association is located. For Iroquois Federal, dkiditional limit (or “supplemental limit”) for onde four-family residential real estate, small
business, or small farm loans is 10% of the Asgineis capital and surplus. In addition, the taiatstanding amount of the Association’s
loans or extensions of credit or parts of loansextdnsions of credit made to all of the Associatidoorrowers under the SLLP may not
exceed 100% of the Association’s capital and sgrghequois Federal intends to use the suppleméntglfor its loans to one borrower
infrequently, and all such credit facilities musteive prior approval by the Board of Directors.

As of June 30, 2012, Iroquois Federal was in coamgk with its loans-to-one borrower limitations.

Qualified Thrift Lender Test. As a federal savings association, Iroquois Fedatet satisfy the qualified thrift lender, or “QTLigst.
Under the QTL test, Iroquois Federal must maingaileast 65% of its “portfolio assets” in “qualdighrift investments” (primarily residential
mortgages and related investments, including mgegdsacked securities) in at least nine monthsefribst recent 12-month period.
“Portfolio assets” generally means total assets sdivings association, less the sum of specifipddiassets up to 20% of total assets,
goodwill and other intangible assets, and the vafyzoperty used in the conduct of the savingseiation’s business.

Iroquois Federal also may satisfy the QTL test balidying as a “domestic building and loan assadoidtas defined in the Internal
Revenue Code of 1986, as amended.

A savings association that fails the qualifiedftHender test must operate under specified regirns set forth in the Home Owners’
Loan Act. The Dodd-Frank Act made noncompliancéwhie QTL test subject to agency enforcement adtioa violation of law. At
June 30, 2012, Iroquois Federal maintained appratdiyn 88.1% of its portfolio assets in qualifiediftinvestments and, therefore, satisfied
the QTL test.

Capital Distributions. Federal regulations govern capital distributionsalfgderal savings association, which include cighends,
stock repurchases and other transactions chargbe &avings association’s capital account. A faldgavings association must file an
application for approval of a capital distributidn
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» the total capital distributions for the applicabldendar year exceed the sum of the savings asisotanet income for that year to
date plus the savings associa’s retained net income for the preceding two ye

» the savings association would not be at least atetyucapitalized following the distributio
» the distribution would violate any applicable statuegulation, agreement or regulatory conditir
» the savings association is not eligible for explireatment of its filings

Even if an application is not otherwise requiregerg savings association that is a subsidiary ssf\angs and loan holding company,
such as Iroquois Federal, must still file a notiéth the Federal Reserve Board at least 30 daysddtie Board of Directors declares a
dividend or approves a capital distribution.

A notice or application related to a capital distition may be disapproved if:
» the federal savings association would be underalargt following the distributior
» the proposed capital distribution raises safetysmthdness concerns;
» the capital distribution would violate a prohibiticontained in any statute, regulation or agreen

In addition, the Federal Deposit Insurance Act jites that an insured depository institution shatlmake any capital distribution if,
after making such distribution, the institution vidéail to meet any applicable regulatory capitduirement. A federal savings association
also may not make a capital distribution that waelduce its regulatory capital below the amounuiregl for the liquidation account
established in connection with its conversion tzktform.

Community Reinvestment Act and Fair Lending Laws. All federal savings associations have a respoiisiihnder the Community
Reinvestment Act and related regulations to helptrttee credit needs of their communities, includimg- and moderate-income borrowers.
In connection with its examination of a federalingg association, the Office of the Comptrolletiad Currency is required to assess the
federal savings association’s record of compliamitke the Community Reinvestment Act. A savings agsion’s failure to comply with the
provisions of the Community Reinvestment Act coalda minimum, result in denial of certain corperapplications such as branches or
mergers, or in restrictions on its activities. tdaion, the Equal Credit Opportunity Act and therfHousing Act prohibit lenders from
discriminating in their lending practices on theikaf characteristics specified in those statufbs. failure to comply with the Equal Credit
Opportunity Act and the Fair Housing Act could désu enforcement actions by the Office of the Caraller of the Currency, as well as
other federal regulatory agencies and the Depattofelustice.

The Community Reinvestment Act requires all insiitios insured by the FDIC to publicly disclose thaiting. Iroquois Federal receiv
a “satisfactory” Community Reinvestment Act ratingts most recent federal examination.

Transactionswith Related Parties. A federal savings association’s authority to engageansactions with its affiliates is limited by
Sections 23A and 23B of the Federal Reserve Actfeaieral regulation. An affiliate is generally axgoany that controls, or is under common
control with an insured depository institution suchlroquois Federal. IF Bancorp is an affiliatérofuois Federal because of its control of
Iroquois Federal. In general, transactions betvaeeimsured depository institution and its affileere subject to certain quantitative limits
collateral requirements. In addition, federal regiohs prohibit a savings association from lendsgny of its affiliates that are engaged in
activities that are not permissible for bank hojdaompanies and from purchasing the securitienypféfiliate, other than a subsidiary.
Finally, transactions with affiliates must be catsint with safe and sound banking practices, natiwe the purchase of loguality assets at
be on terms that are as favorable to the instituai® comparable transactions with non-affiliatesldfal regulations require savings
associations to maintain detailed records of atigactions with affiliates.
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Iroquois Federal’s authority to extend credit todirectors, executive officers and 10% stockha@das well as to entities controlled by
such persons, is currently governed by the requirgsnof Sections 22(g) and 22(h) of the FederaéResAct and Regulation O of the
Federal Reserve Board. Among other things, theségions generally require that extensions of dredinsiders:

* be made on terms that are substantially the sapanddollow credit underwriting procedures tha aot less stringent than, those
prevailing for comparable transactions with unatéd persons and that do not involve more thaméimmal risk of repayment or
present other unfavorable features;

* not exceed certain limitations on the amount oflitrextended to such persons, individually anchimaggregate, which limits are
based, in part, on the amount of Iroquois Fers capital.

In addition, extensions of credit in excess ofaertimits must be approved by Iroquois Federab&ii of Directors. Extensions of
credit to executive officers are subject to addiildimits based on the type of extension involved.

Enforcement. The Office of the Comptroller of the Currency hasrary enforcement responsibility over federal sggi associations
and has authority to bring enforcement action agjaih “institution-affiliated parties,” includindirectors, officers, stockholders, attorneys,
appraisers and accountants who knowingly or resklgmarticipate in wrongful action likely to have adverse effect on a federal savings
association. Formal enforcement action by the @ffitthe Comptroller of the Currency may range fitbmissuance of a capital directive or
cease and desist order to removal of officers ardifectors of the institution and the appointmeia receiver or conservator. Civil penalties
cover a wide range of violations and actions, amdje up to $25,000 per day, unless a finding dless disregard is made, in which case
penalties may be as high as $1 million per day. ADKC also has the authority to terminate depositifance or recommend to the Office of
the Comptroller of the Currency that enforcemeiibache taken with respect to a particular savimgsociation. If such action is not taken,
FDIC has authority to take the action under spedifiircumstances.

Standards for Safety and Soundness. Federal law requires each federal banking agenpyescribe certain standards for all insured
depository institutions. These standards relatartyng other things, internal controls, informataystems and audit systems, loan
documentation, credit underwriting, interest rag& exposure, asset growth, compensation, and offerational and managerial standards as
the agency deems appropriate. Interagency guidetieeforth the safety and soundness standardththétderal banking agencies use to
identify and address problems at insured depositmtjtutions before capital becomes impairedh# &ppropriate federal banking agency
determines that an institution fails to meet amyndard prescribed by the guidelines, the agencyreguire the institution to submit to the
agency an acceptable plan to achieve compliandethat standard. If an institution fails to meetsthstandards, the appropriate federal
banking agency may require the institution to impd&it an acceptable compliance plan. Failure toempht such a plan can result in further
enforcement action, including the issuance of aeead desist order or the imposition of civil mopenalties.

Prompt Corrective Action Regulations . Under the Federal Prompt Corrective Action statilte Office of the Comptroller of the
Currency is required to take supervisory actioreregl undercapitalized savings institutions untiejuirisdiction, the severity of which
depends upon the institution’s level of capitakavings institution that has total risk-based et less than 8% or a leverage ratio or a Tier
1 risk-based capital ratio that generally is lésst4% is considered to be undercapitalized. Anggvinstitution that has total risk-based
capital of less than 6%, a Tier 1 core risk-basamaital ratio of less than 3% or a leverage ratai th less than 3% is considered to be
“significantly undercapitalized.” A savings institon that has a tangible capital to assets ratimetp or less than 2% is deemed to be
“critically undercapitalized.”
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Generally, the Office of the Comptroller of the @y is required to appoint a receiver or condenfar a savings association that is
“critically undercapitalized” within specific timgames. The regulations also provide that a capgtstbration plan must be filed with the
Office of the Comptroller of the Currency within 4ays of the date that a federal savings associ@ideemed to have received notice that it
is “undercapitalized,” “significantly undercapitadid” or “critically undercapitalized.” Any holdingpmpany of a federal savings association
that is required to submit a capital restoratiamphust guarantee performance under the plan amaunt of up to the lesser of 5% of the
savings association’s assets at the time it wasidddo be undercapitalized by the Office of the @ooiler of the Currency or the amount
necessary to restore the savings association tuatky capitalized status. This guarantee remaiptace until the Office of the Comptroller
of the Currency notifies the savings associati@n thhas maintained adequately capitalized statusach of four consecutive calendar
quarters. Institutions that are undercapitalizetbbge subject to certain mandatory measures suastitions on capital distributions and
asset growth. The Office of the Comptroller of @&rrency may also take any one of a number of eliserary supervisory actions against
undercapitalized federal savings associationsudieg the issuance of a capital directive and épacement of senior executive officers and
directors.

At June 30, 2012, Iroquois Federal met the critkmidbeing considered “well-capitalized.”

Insurance of Deposit AccountBhe Deposit Insurance Fund of the FDIC insures siépat FDIC insured financial institutions such as
Iroquois Federal. Deposit accounts in Iroquois Faldere insured by the FDIC generally up to a maxmof $250,000 per separately insured
depositor and up to a maximum of $250,000 for diefcted retirement accounts. The FDIC chargeg@usdepository institutions premiums
to maintain the Deposit Insurance Fund.

Under the FDIC's risk-based assessment systentedsustitutions are assigned to one of four ristegories based on supervisory
evaluations, regulatory capital levels and certdiver risk factors. Rates are based on each ifistits risk category and certain specified risk
adjustments. Stronger institutions pay lower rathse riskier institutions pay higher rates.

In February 2011, the FDIC published a final rubeler the Dodd-Frank Act to reform the deposit insge assessment system. The rule
redefined the assessment base used for calcuthgjmugsit insurance assessments effective April 1120nder the new rule, assessments are
based on an institution’s average consolidated astgets minus average tangible equity insteadtaf deposits. The proposed rule also
revised the assessment rate schedule to estabtishsaments ranging from 2.5 to 45 basis points.

In addition to the FDIC assessments, the FinanCioigporation (“FICQ”) is authorized to impose andlext, with the approval of the
FDIC, assessments for anticipated payments, issuzosts and custodial fees on bonds issued byl@@ b the 1980s to recapitalize the
former Federal Savings and Loan Insurance Cormoraiihe bonds issued by the FICO are due to mat#@17 through 2019. For the
quarter ended June 30, 2012, the annualized FIG&ssment was equal to 0.66 basis points of tatetsatess tangible capital.

The FDIC has authority to increase insurance assds. Any significant increases would have an estveffect on the operating
expenses and results of operations of Iroquoisfaéddanagement cannot predict what assessmeistwéitebe in the future.

Insurance of deposits may be terminated by the Ripi@h a finding that an institution has engagedrnisafe or unsound practices, is in
an unsafe or unsound condition to continue operatar has violated any applicable law, regulatrate, order or condition imposed by the
FDIC. We do not currently know of any practice, dibion or violation that may lead to terminationafr deposit insurance.

Prohibitions Against Tying Arrangements . Federal savings associations are prohibited, sutgjesome exceptions, from extending
credit to or offering any other service, or fixingvarying the consideration for such extensiooreflit or service, on the condition that the
customer obtain some additional service from tisétirtion or its affiliates or not obtain serviagfsa competitor of the institution.

Federal Home Loan Bank System. Iroquois Federal is a member of the Federal HomanlBank System, which consists of 12 regional
Federal Home Loan Banks. The Federal Home Loan Bgskem provides a central credit facility primafibr member institutions as well as
other entities involved in home mortgage lending.a8member of the Federal Home Loan Bank of Chiclagquois Federal is required to
acquire and hold shares of capital stock in theeFlddHome Loan Bank. As of June 30, 2012, Iroq&@deral was in compliance with this
requirement.
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Other Regulations

Interest and other charges collected or contrdcteby Iroquois Federal are subject to state utamg and federal laws concerning
interest rates. Iroquois Federal’s operations @ subject to federal laws applicable to credibsactions, such as the:

Truth-In-Lending Act, governing disclosures of credit tetimgsonsumer borrower

Home Mortgage Disclosure Act, requiring financiadtitutions to provide information to enable théliand public officials to
determine whether a financial institution is fuifij its obligation to help meet the housing neefithe community it serve:

Equal Credit Opportunity Act, prohibiting discringition on the basis of race, creed or other pragdbidctors in extending cred
Fair Credit Reporting Act, governing the use armavgion of information to credit reporting agengi

Fair Debt Collection Act, governing the manner inigh consumer debts may be collected by colledigencies

Truth in Savings Act; an

rules and regulations of the various federal agencharged with the responsibility of implementiugh federal laws

The operations of Iroquois Federal also are suljettte:

Right to Financial Privacy Act, which imposes aydiat maintain confidentiality of consumer financiatords and prescribes
procedures for complying with administrative subpeof financial record:

Electronic Funds Transfer Act and Regulation E prigated thereunder, which govern automatic deptsiénd withdrawals froi
deposit accounts and customeights and liabilities arising from the use of austted teller machines and other electronic bar
services

Check Clearing for the 21 Century Act (also knowrf@heck 21”), which gives “substitute checkstich as digital check imag
and copies made from that image, the same legadisiga as the original paper che:

The USA PATRIOT Act, which requires savings assiais to, among other things, establish broadenéeh@oney laundering
compliance programs, and due diligence policiescamdrols to ensure the detection and reportingafey laundering. Such
required compliance programs are intended to samaié existing compliance requirements that alsdyapfinancial institutions
under the Bank Secrecy Act and the Office of Fardigsets Control regulations; a

The Gramm-Leach-Bliley Act, which places limitatsoan the sharing of consumer financial informatigrfinancial institutions
with unaffiliated third parties. Specifically, tli&amm-Leach-Bliley Act requires all financial intstions offering financial
products or services to retail customers to prosigeh customers with the financial institution’svpcy policy and provide such
customers the opportunity “opt ou” of the sharing of certain personal financial infation with unaffiliated third partie:
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Holding Company Regulation

General . IF Bancorp is a non-diversified savings and Ibalding company within the meaning of the Home Omhkeoan Act. As
such, IF Bancorp is registered with the FederabkResBoard and is subject to regulations, exanonatisupervision and reporting
requirements applicable to savings and loan holdorgpanies. In addition, the Federal Reserve Bbasdenforcement authority over IF
Bancorp and its subsidiaries. Among other things, authority permits the Federal Reserve Boarestrict or prohibit activities that are
determined to be a serious risk to the subsidiavings institution. The Federal Reserve Board assutime regulatory authority over savings
and loan holding companies previously exercisethbyOffice of Thrift Supervision on July 21, 2011.

Permissible Activities. Under present law, the business activities of IRd@ap are generally limited to those activitiesnpissible for
financial holding companies under Section 4(k)h&f Bank Holding Company Act of 1956, as amendealjiged certain conditions are met,
or for multiple savings and loan holding companifedinancial holding company may engage in actigtthat are financial in nature,
including underwriting equity securities and inswoa as well as activities that are incidental pafficial activities or complementary to a
financial activity. A multiple savings and loan Hilg company is generally limited to activities éssible for bank holding companies un
Section 4(c)(8) of the Bank Holding Company Acthjeat to regulatory approval, and certain additi@awdivities authorized by federal
regulations.

Federal law prohibits a savings and loan holdinmgany, including IF Bancorp, directly or indiregtlyr through one or more
subsidiaries, from acquiring more than 5% of anofia&ings institution or holding company thereoitheaut prior regulatory approval. It also
prohibits the acquisition or retention of, with t@@n exceptions, more than 5% of a nonsubsidianggany engaged in activities that are not
closely related to banking or financial in natwegacquiring or retaining control of an institutitvat is not federally insured. In evaluating
applications by holding companies to acquire savingtitutions, the Federal Reserve Board mustidenthe financial and managerial
resources, future prospects of the company anitutish involved, the effect of the acquisition thre risk to the federal deposit insurance
fund, the convenience and needs of the communiycampetitive factors.

The Federal Reserve Board is prohibited from appg&ny acquisition that would result in a multigievings and loan holding
company controlling savings institutions in morarttone state, subject to two exceptions:

» the approval of interstate supervisory acquisitiopsavings and loan holding companies;

» the acquisition of a savings institution in anotbite if the laws of the state of the target sgvinstitution specifically permit
such acquisitior

The states vary in the extent to which they pemtétrstate savings and loan holding company adipisi.

Capital. Savings and loan holding companies are not cuyrentbject to specific regulatory capital requiretseifhe Dodd-Frank Act,
however, requires the Federal Reserve Board to ylgate consolidated capital requirements for deposinstitution holding companies that
are no less stringent, both quantitatively andims of components of capital, than those applctbinstitutions themselves. Instruments
such as cumulative preferred stock and trust medlesecurities will no longer be includable as Tiexapital, which is currently permitted for
bank holding companies. Instruments that were syeMay 19, 2010 are grandfathered in for compawiigh consolidated assets of $15
billion or less. There is a five-year transitiorripd (from the July 21, 2010 effective date of tedd-Frank Act) before the capital
requirements will apply to savings and loan holdinghpanies. The Dodd-Frank Act contains an excefiipbank holding companies of less
than $500 million in assets, but it is uncertaithig time whether the exception will apply to demly sized savings and loan holding
companies.

Source of Strength. The Dodd-Frank Act extended the “source of strehdtittrine to savings and loan holding companidse T
regulatory agencies must issue regulations requthat all bank and savings and loan holding congsaserve as a source of strength to their
subsidiary depository institutions by providing itaf liquidity and other support in times of fingal stress.
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Dividends. Iroquois Federal must notify the Federal Reservar8ohirty days before declaring any dividend t® @ompany. The
financial impact of a holding company on its sulesig institution is a matter that is evaluated by tegulator and the agency has authority to
order cessation of activities or divestiture of sidlaries deemed to pose a threat to the safetp@madness of the institution.

Acquisition. Under the Federal Change in Bank Control Act, &cranust be submitted to the Federal Reserve Bbargy person
(including a company), or group acting in concsegks to acquire direct or indirect “control” odavings and loan holding company. Under
certain circumstances, a change of control mayroeru prior notice is required, upon the acquisitof 10% or more of the company’s
outstanding voting stock, unless the Federal ResBoard has found that the acquisition will noufes control of the company. A change
control definitively occurs upon the acquisition2d% or more of the company’s outstanding votirnglst Under the Change in Bank Control
Act, the Federal Reserve Board generally has 66 ftayn the filing of a complete notice to act, takinto consideration certain factors,
including the financial and managerial resourcethefacquirer and the competitive effects of thaguésition.

Federal Securities Laws

IF Bancorp’s common stock is registered with theugigies and Exchange Commission under the Seesifitkchange Act of 1934. IF
Bancorp is subject to the requirements of the SesiExchange Act of 1934, as amended. BecauBaf€orp’s initial sale of its common
stock occurred prior to December 8, 2011, it daggnalify as an “emerging growth company” under dampstart Our Business Startups
Act.

ITEM 1A. RISK FACTORS

Because we intend to continue to originate commeaslireal estate, multi-family and commercial businesloans, our credit risk may
increase, and continued downturns in the local reastate market or economy could adversely affect oearnings.

We intend to continue originating commercial resthée, multi-family and commercial business lo@itslune 30, 2012, $32.9 million,
or 12.5%, of our total loan portfolio consistedcommercial real estate loans, $38.5 million, 06%4,. of our total loan portfolio consisted of
multi-family loans, and $13.9 million, or 5.3%, adrr total loan portfolio consisted of commerciakimess loans. These categories of loans
have increased significantly since June 30, 200i&n$21.1 million, or 10.1%, of our total loan folib consisted of commercial real estate
loans, $1.1 million, or 0.5%, of our total loan ffolio consisted of multi-family loans, and $5.0lkoin, or 2.4%, of our total loan portfolio
consisted of commercial business loans. We exg@®tt ef these loan categories to continue to inereasa percentage of our total loan
portfolio. Commercial real estate, multi-family aooimmercial business loans generally have moreahisk the one- to fouiamily residentia
real estate loans that we originate. Because tiayneent of commercial real estate, multi-family anedhmercial business loans depends on
the successful management and operation of thewerls properties or businesses, repayment of kais can be affected by adverse
conditions in the local real estate market or eaonaCommercial real estate, multi-family and comoredrbusiness loans may also involve
relatively large loan balances to individual boress/or groups of related borrowers. In additiodpanturn in the real estate market or the
local economy could adversely affect the valueropprties securing the loan or the revenues frarbtrrowers business, thereby increas
the risk of nonperforming loans. As our commerogal estate, multi-family and commercial businessiportfolios increase, the
corresponding risks and potential for losses frbaesé loans may also increase.
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If our non-performing loans and other non-performing assets increase, our earnings will decrease.

At June 30, 2012, our non-performing assets (wbaisist of non-accrual loans, loans 90 days or rdeliaquent, troubled debt
restructurings and real estate owned) totaled #dl®n, which is an increase of $640,000 over nan-performing assets at June 30, 2011,
and $2.3 million over our non-performing asset3uate 30, 2010. Our non-performing assets adveasfelgt our net income in various ways.
We do not record interest income on non-accruaidpand we must establish reserves or take chdfgésoprobable losses on non-
performing loans. Reserves are established thraumhrent period charge to income in the provisarioan losses. There are also legal fees
associated with the resolution of problem assetslitfonally, our real estate owned results in cagycosts such as taxes, insurance and
maintenance fees. Further, the resolution of nafepaing assets requires the active involvememhahagement, which can distract us from
the overall supervision of operations and otheoine-producing activities of Iroquois Federal. Hinaf our estimate of the allowance for
loan losses is inadequate, we will have to incréaseallowance accordingly by recording a providimnloan losses.

If our allowance for loan losses is not sufficiento cover actual loan losses, our earnings will deease.

Our customers may not repay their loans accordirige original terms, and the collateral, if argguwing the payment of these loans
may be insufficient to pay any remaining loan baé&anVe may experience significant loan losses, lwhiay have a material adverse effec
our operating results. We make various assumptiadgudgments about the collectability of our |gamtfolio, including the creditworthine
of our borrowers and the value of the real estateaiher assets serving as collateral for the n@gay of many of our loans. In determining
the amount of the allowance for loan losses, weerewur loans and our loss and delinquency expeeieand we evaluate economic
conditions. If our assumptions are incorrect, diovaance for loan losses may not be sufficientdwer probable losses in our loan portfolio,
requiring us to make additions to our allowanceldan losses. Our allowance for loan losses wa4% .6f total loans at June 30, 2012.
Additions to our allowance could materially dece=asr net income.

In addition, bank regulators periodically review allowance for loan losses and may require uadoeiase our allowance for loan
losses or recognize further loan charge-offs. Artyease in our allowance for loan losses or loanggtoffs as required by these regulatory
authorities may have a material adverse effectwifinancial condition and results of operations.

Future changes in interest rates could reduce ourrpfits.

Our profitability largely depends on our net inf@rincome, which can be negatively affected by glearin interest rates. Net interest
income is the difference between:

» the interest income we earn on our inte-earning assets, such as loans and securitie:
» the interest expense we incur on our int-bearing liabilities, such as deposits and borrowi

The interest rates on our loans are generally figed longer period of time than the interestsaia our deposits. Like many savings
institutions, our focus on deposits as a sourderads, which either have no stated maturity or ®rarontractual maturities than mortgage
loans, results in our liabilities having a shodeerage duration than our assets. For exampld,Jase 30, 2012, 47.0% of our loans had
remaining maturities of, or reprice after, 15 yearfonger, while 74.9% of our certificates of dsjpdvad remaining maturities of, or reprice
in, one year or less. This imbalance can createfigignt earnings volatility because market interages change over time. In a period of
rising interest rates, the interest we earn onaggets, such as loans and investments, may neas&as rapidly as the interest we pay on our
liabilities, such as deposits. In a period of danlj market interest rates, the interest incomeare on our assets may decrease more rapidly
than the interest expense we incur on our liaegitas borrowers prepay mortgage loans and mortggaied securities and callable
investment securities are called or prepaid, therequiring us to reinvest these cash flows at lowrest rates. See “Management’s
Discussion and Analysis of Financial Condition &ebults of Operations—Management of Market Risk.”

In addition, changes in interest rates can affeetaverage life of loans and mortgage-backed datbdesecurities. A decline in interest
rates generally results in increased prepaymeritaot and mortgage-backed and related secudsdsorrowers refinance their debt in order
to reduce their borrowing costs. This creates estment risk, which is the risk that we may noabk to reinvest prepayments at rates that
are comparable to the rates we earned on the prigzais or securities. Additionally, increasesniteiest rates may decrease loan demand
and/or make it more difficult for borrowers to rgpdjustable-rate loans.
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We evaluate interest rate sensitivity using a mtlueg estimates the change in our net portfolio@aver a range of interest rate
scenarios, also known as a “rate shock” analys$ pdrtfolio value is the discounted present valiexpected cash flows from assets,
liabilities and off-balance sheet contracts. Seafiegement’s Discussion and Analysis of Financialditmn and Results of Operations—
Management of Market Risk.”

Historically low interest rates may adversely affecour net interest income and profitability.

During the past three years it has been the politlie Board of Governors of the Federal Resenste®y to maintain interest rates at
historically low levels through its targeted feddtands rate and the purchase of mortgage-backadities. As a result, market rates on the
loans we have originated and the yields on seearitie have purchased have been at lower levelsathawailable prior to 2008.
Consequently, the average yield on our interestiegrassets has decreased to 3.85% for the yeadehuhe 30, 2011 from 5.71% for the
ended June 30, 2008. As a general matter, ouesttdearing liabilities reprice or mature more glyichan our interest-earning assets. This
has resulted in increases in net interest incontledrshort term. However, our ability to lower auterest expense is limited at these interest
rate levels while the average yield on our inteesshing assets may continue to decrease. The Bbé&dvernors of the Federal Reserve
System has indicated its intention to maintain interest rates in the near future. Accordingly, oet interest income (the difference between
interest income earned on assets and interest sxgend on liabilities) may decrease, which mayehav adverse affect on our profitability.

A portion of our loan portfolio consists of loan paticipations secured by properties outside of our gmary market area. Loan
participations may have a higher risk of loss tharloans we originate because we are not the lead leardand we have limited control
over credit monitoring.

We occasionally purchase loan participations setchyeproperties outside of our primary market aneahich we are not the lead
lender. Although we underwrite these loan partitgues consistent with our general underwritingenid, loan participations may have a
higher risk of loss than loans we originate becauseely on the lead lender to monitor the perfarogof the loan. Moreover, our decision
regarding the classification of a loan participatand loan loss provisions associated with a I@atigpation is made in part based upon
information provided by the lead lender. A leaddenalso may not monitor a participation loan i@ §ame manner as we would for loans
we originate. At June 30, 2012, our loan partidgret totaled $16.2 million, or 6.1% of our grosare, most of which are within 100 miles of
our primary lending market and consist primarilynailti-family, commercial real estate and commdridans.

Additionally, we expect to continue to use loantiggrations following completion of the stock offieg as a way to effectively deploy
our net proceeds. If our underwriting of theseipgdtion loans is not sufficient, our n@erforming loans may increase and our earnings
decrease.

We have in the past purchased loans originated bytleer banks and mortgage companies, some of which s experienced a higher
rate of losses than loans that we originate. If weontinue to experience losses on these loans, oarréngs will decrease.

In addition to loans that we originate, at JuneZ8l,2, our loan portfolio included $17.2 million miirchased loans. These loans were
primarily purchased from three vendors: Irwin Magg Corporation (now serviced by Everhome Mortgagmpany); Mid America Bank
(now serviced by PNC Bank); and Countrywide Finah@iow serviced by Bank of America). Of these kabd.2 million were purchased
from Countrywide and have experienced a signifigamgher rate of losses than loans that we originAs of June 30, 2012, the loans
purchased from Countrywide consisted of 7 loanaregtby one- to four-family residential loans, paiity in the Chicago market area. Of
these 7 loans, 2 are classified as substandarbamdspecific allowances of $67,000. The othembdoare performing in accordance with
their original terms. If we experience additionzddes on these loans, our earnings will decrease.
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Government responses to economic conditions may aglgely affect our operations, financial condition ad earnings.

The Dodd-Frank Wall Street Reform and Consumerdetimn Act has changed the bank regulatory framkwweated an independent
consumer protection bureau that has assumed ttseie@n protection responsibilities of the varioudefal banking agencies, and established
more stringent capital standards for savings aaions and savings and loan holding companiesestity) a transition period and an
exemption for savings and loan holding companieteu$500 million in assets. Bank regulatory agenealso have been responding
aggressively to concerns and adverse trends ightif examinations. Ongoing uncertainty and adveesselopments in the financial servi
industry and the domestic and international cretditkets, and the effect of the Dodd-Frank Act agllatory actions, may adversely affect
our operations by restricting our business acésitincluding our ability to originate or sell Ieamodify loan terms, or foreclose on property
securing loans. These risks could affect the pevémce and value of our loan and investment seesifitortfolios, which also would
negatively affect our financial performance.

We operate in a highly regulated environment and mybe adversely affected by changes in laws and rdgtions.

We are subject to extensive regulation, supervjsiod examination by the Office of the Comptrotéthe Currency and the Federal
Deposit Insurance Corporation. Federal regulatgmeern the activities in which we may engage, aedpaimarily for the protection of
depositors and the Deposit Insurance Fund. Thegsatery authorities have extensive discretionanrection with their supervisory and
enforcement activities, including the impositionrestrictions on the operations of a savings aatioqi, the classification of assets by a
savings association, and the adequacy of a sassggxiation’s allowance for loan losses. Any changich regulation and oversight,
whether in the form of regulatory policy, regulatsoor legislation, could have a material impacbanresults of operations. Because our
business is highly regulated, the laws, rules gudieable regulations are subject to regular modifon and change. Any legislative,
regulatory or policy changes adopted in the futaeld make compliance more difficult or expensivetherwise adversely affect our
business, financial condition or prospects. Furtiverexpect any such new laws, rules or regulatidhsdd to our compliance costs and
place additional demands on our management team.

Strong competition within our market areas may limt our growth and profitability.

Competition in the banking and financial servigedustry is intense. In our market areas, we compgtecommercial banks, savings
institutions, credit unions, mortgage brokeragméiy finance companies, mutual funds, insurance aoiap, and brokerage and investment
banking firms operating locally and elsewhere. Safneur competitors have greater name recognitrmhraarket presence that benefit them
in attracting business, and offer certain servibaswe do not or cannot provide. In addition, é&argompetitors may be able to price loans and
deposits more aggressively than we do, which caffktt our ability to grow and remain profitable atong-term basis. Our profitability
depends upon our continued ability to successtidiypete in our market areas. If we must raiseéstaiates paid on deposits or lower
interest rates charged on our loans, our net istenargin and profitability could be adversely afésl.

Our earnings have been negatively affected by theeduction in dividends paid by the Federal Home Loamank of Chicago.

The Federal Home Loan Bank (“FHLB3f Chicago ceased paying dividends in the thirdiguaf 2007, and resumed paying a divid
in the fourth quarter of 2010. The dividend paidtfee second quarter of 2012 was equal to an aizedalate of 30 basis points per share, far
below the dividend paid by the FHLB of Chicago pitim 2007. The failure of the FHLB of Chicago toydall dividends for any quarter will
reduce our earnings during that quarter. At June802, the carrying value of our FHLB of Chicagock was $4.2 million.
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Our information systems may experience an interrugbn or breach in security.

We rely heavily on communications and informatigatems to conduct our business. Any failure, inggtion, or breach in security or
operational integrity of these systems could resufilures or disruptions in our customer relatbip management, general ledger, deposit,
loan, and other systems. While we have policiesprndedures designed to prevent or limit the efééche failure, interruption, or security
breach of our information systems, we cannot asgamehat any such failures, interruptions, or siégireaches will not occur or, if they do
occur, that they will be adequately addressed.odoeirrence of any failures, interruptions, or siguireaches of our information systems
could damage our reputation, result in a loss efamer business, subject us to additional regylatomtiny, or expose us to civil litigation
and possible financial liability, any of which cdudave a material adverse effect on our finan@abdion and results of operations.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

ITEM 2. PROPERTIES

We operate from our main office, three branch effican administrative office, and a data centeatéxtin Iroquois, Vermilion and
Kankakee Counties, lllinois, and our loan produt@md wealth management office in Osage Beach,ddissThe net book value of our
premises, land and equipment was $4.4 million aé B0, 2012. The following tables set forth infotima with respect to our banking office
including the expiration date of leases with respedeased facilities.

Year Owned/
Location Openec Leased
Main Office:
201 East Cherry Street 1964 Owned
Watseka, lllinois 6097
Branches:
619 North Gilbert Street 1973 Owned
Danville, Illinois 61832
175 East Fourth Street 1977 Owned
Clifton, lllinois 60927
511 South Chicago Road 1979 Owned

Hoopeston, lllinois 6094

Loan Production Office:
3535 Highway 54 2006 Owned
Osage Beach, Missouri 650

Administrative Office:
204 East Cherry Street 2001 Owned
Watseka, lllinois 6097

Data Center:
819 East 4000 South Road 2012 Leased
Kankakee, lllinois 6090 (expires May 30, 201!
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ITEM 3. LEGAL PROCEEDINGS

Periodically, there have been various claims andlgts against us, such as claims to enforce limmsjemnation proceedings on
properties in which we hold security interestsirokinvolving the making and servicing of real pedy loans and other issues incident to our
business. We are not a party to any pending legakedings that we believe would have a materiatime effect on our financial condition,
results of operations or cash flows.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.

PART Il

ITEMS5. MARKET FOR REGISTRANT 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER
PURCHASES OF EQUITY SECURITIES

Market and Dividend Information.

The Company’s common stock is listed on the Na&tigujtal Market (“NASDAQ”) under the trading symbBtiROQ.” The Company
completed its initial public offering on July 7, ZDand commenced trading on July 8, 2011. The Cagnpas not paid any dividends to
stockholders to date. See “Dividends” below.

High Low
Fiscal 2012
First Quarte! $11.7¢ $10.7¢
Second Quarte $11.4: $10.9¢
Third Quartel $12.37 $11.1¢€
Fourth Quarte $13.4¢ $12.0¢

Holders.
As of September 19, 2012, there were 486 holdersaafrd of the Company’s common stock.

Dividends.

The Company has not paid any dividends to its $tolclers to date. The payment of dividends in theruwill depend upon a number
of factors, including capital requirements, the @amy’s financial condition and results of operasiotax considerations, statutory and
regulatory limitations and general economic coondii In addition, the Comparsyability to pay dividends is dependent on dividereteives
from Iroquois Federal. For more information regagdiestrictions on the payment of cash dividendthbyCompany and by Iroquois Federal,
see “Business—Regulation and Supervision—Holdingy@any Regulation—Dividends” and “—Regulation angh&wision—Federal
Savings Institution Regulation—Capital DistributsohNo assurances can be given that any dividerltibevpaid or that, if paid, will not be
reduced or eliminated in the future.

Securities Authorized for Issuance under Equity Comensation Plans.
Not applicable.

Recent Sales of Unregistered Securities; Use of Raeds from Registered Securities.
Not applicable.

Purchases of Equity Securities by the Issuer and Afiated Purchasers.

38



Table of Contents

The Company did not repurchase any of its outstansihares of common stock during the three-montloggended June 30, 2012. On

September 12, 2012, the Company announced a stpakchase program to repurchase up to 240,563sslmrapproximately 5%, of its

outstanding common stock.

ITEM 6. SELECTED FINANCIAL DATA

Selected Financial Condition Data:

Total asset

Cash and cash equivalel

Investment securities available for s
Investment securities held to matur
Federal Home Loan Bank of Chicago stt
Loans held for sal

Loans receivable, ni

Real estate owne

Bank-owned life insuranc

Deposits

Federal Home Loan Bank of Chicago advar
Total equity

Selected Operating Data

Interest incom:
Interest expens

Net interest incom
Provision for loan losse

Net interest income after provision for loan los

Noninterest incom
Noninterest expens

Income before income tax exper
Income tax expens

Net income

At June 30,
2012 2011 2010 2009 2008
(In thousands)
$511,33( $510,81¢ $384,78. $377,15¢ $338,95¢
8,19:¢ 60,50¢ 6,83¢ 11,90: 3,65¢
223,30¢ 190,27. 125,74’ 99,42 69,93:
— — — 25,44 33,10:
4,17¢ 3,121 3,121 3,121 3,121
17¢ — 46C 15€ —
258,73: 240,02( 233,750 223,65t 215,18(
1,26¢ 71C 497 12¢ 72
7,49t 7,23t 6,97¢ 6,72: 6,46¢
344,48 444,06! 320,557 313,35. 269,94
75,00( 22,50( 22,50( 26,50( 36,00(
86,64¢ 39,44. 37,28¢ 33,25¢ 28,917
For the Fiscal Year Ended June 3C
2012 2011 2010 2009 2008
(In thousands)
$18,00: $16,94. $17,76. $18,11¢ $18,14:
3,784 4,98¢ 6,714 8,66: 11,03:
14,217 11,95¢ 11,04° 9,45¢ 7,10¢
1,12¢ 1,351 1,87¢ 40E 47
13,09: 10,60z 9,172 9,05( 7,062
3,70¢ 3,811 4,04( 3,09¢ 2,49
14,83¢ 10,18t 9,14¢ 8,37¢ 7,247
1,95¢ 4,22¢ 4,06¢€ 3,76¢ 2,312
55¢ 1,39¢ 1,38¢ 1,362 LY
$1,40C $2,83 $2671 $2401 $ 1,57C
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At or For the Fiscal Years Ended June 3C

2012 2011 2010 2009 2008

Selected Financial Ratios and Other Data
Performance Ratios:
Return on average assets (net income as a pereasftagerage total asse 0.28% 0.6&% 0.6%% 0.671% 0.47%
Return on average equity (net income as a percemtibaverage equity 1.6€% 7.88% 8.1(% 7.85% 5.5(%
Interest rate spread ( 2.8% 2.99% 2.92% 2.5% 1.95%
Net interest margin (2 3.04% 3.05% 3.01% 2.7%% 2.2(%
Efficiency ratio (3) 82.7% 64.61% 65.42% 67.12% 76.6%%
Noninterest expense to average total as 3.01% 2.45% 2.3t% 2.32% 2.11%
Average intere-earning assets to average inte-bearing liabilities 118.8% 110.2&% 107.1% 108.3% 107.3%
Average equity to average total ass 17.0¢% 8.65% 8.52% 8.5(% 8.5%
Asset Quality Ratios:
Non-performing assets to total ass 1.3(% 1.17% 1.13% 1.07% 0.4(%
Non-performing loans to total loai 2.02% 2.1e% 1.64% 1.78% 0.6(%
Allowance for loan losses to n-performing loan: 65.95% 59.7% 72.1% 35.0% 81.4¢%
Allowance for loan losses to total lozg 1.3%% 1.2% 1.17% 0.61% 0.4%
Net charg-offs (recoveries) to average loc 0.3(% 0.4(% 0.2(% 0.0% 0.01%
Capital Ratios:
Total capital (to ris-weighted asset:

Company 33.% — — — —

Association 24.2% 16.6% 17.2% 16.7% 16.7%
Tier 1 capital (to ris-weighted assett

Company 32.1% — — — —

Association 23.(% 15.7% 16.4% 16.1% 16.1%
Tier 1 capital (to adjusted total asse

Company 16.1% — — — —

Association 11.€% 7.2% 9.(% 8.4% 8.6%
Tangible capital (to adjusted total ass:

Company 16.1% — — — —

Association 11.€% 7.3% 9.(% 8.4% 8.6%
Other Data:
Number of full service office 4 4 4 4 4
Full time equivalent employe: 92 87 82 8C 74

(1) The interest rate spread represents the differbetween the weighted-average yield on inteyasting assets and the weighted-average
cost of intere«-bearing liabilities for the perio

(2) The netinterest margin represents net intereshigcas a percent of average inte-earning assets for the peric

(3) The efficiency ratio represents noninterest expassa percentage of the sum of net interest in@meoninterest incom
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ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATION
Overview

We have grown our organization to $511.3 millioragsets at June 30, 2012 from $326.4 million ietasat June 30, 2007. We have
increased our assets primarily through increaseestment securities and loan growth.

Historically, we have operated as a traditionalfthmstitution. As recently as June 30, 2007, $065illion, or approximately 78.8% of
our loan portfolio, consisted of longer-term, otefour-family residential real estate loans. Hoemyn recent years, we have increased our
focus on the origination of commercial real estasms, multi-family real estate loans and commétniginess loans, which generally provide
higher returns than one- to four-family residentiadrtgage loans, have shorter durations and age ofiginated with adjustable rates of
interest. As a result, our net interest rate sp(deddifference between the yield on average ésteearning assets and the cost of average
interest-bearing liabilities) increased to 2.89%tfe year ended June 30, 2012 from 1.88% for #a& gnded June 30, 2007. This contributed
to a corresponding increase in net interest inc(ihedifference between interest income and intengsense) to $14.2 million for the fiscal
year ended June 30, 2012 from $6.2 million forfibeal year ended June 30, 20

Our emphasis on conservative loan underwritingraaslted in relatively low levels of non-performiagsets at a time when many
financial institutions are experiencing significarsset quality issues. Our non-performing asséitetb$6.6 million or 1.30% of total assets at
June 30, 2012.

Other than our loans for the construction of ondeour-family residential properties and the drasvtipn of our home equity lines of
credit, we do not offer “interest only” mortgageis on one- to four-family residential propertiebié¢re the borrower pays interest but no
principal for an initial period, after which thedo converts to a fully amortizing loan). We alsorm offer loans that provide for negative
amortization of principal, such as “Option ARM” ke, where the borrower can pay less than the sttemeed on their loan, resulting in an
increased principal balance during the life ofltten. We do not offer “subprime loans” (loans thaherally target borrowers with weakened
credit histories typically characterized by paymaelinquencies, previous charge-offs, judgmentskhaptcies, or borrowers with
guestionable repayment capacity as evidenced bytedit scores or high debt-burden ratios) or AlisAns (traditionally defined as loans
having less than full documentation). We also dbaven any private label mortgage-backed securitiasare collateralized by Alt-A, low or
no documentation or subprime mortgage loans.

The Association’s legal lending limit to any onerfoover is 15% of unimpaired capital and surplus.JOly 30, 2012 our Association
received approval from the Office of the Comptnobiéthe Currency (OCC) to participate in the Seppéntal Lending Limits Program
(SLLP). This program allows eligible savings asations to make additional residential real estadém$ or extensions of credit to one
borrower, small business loans or extensions aficte one borrower, or small farm loans or extensiof credit to one borrower. For our
association this additional limit (or “supplementalit(s)”) for one-to four-family residential reaistate, small business, or small farm loans is
10% of our Association’s capital and surplus. lditidn, the total outstanding amount of the Assticigs loans or extensions of credit or
parts of loans and extensions of credit made tofats borrowers under the SLLP may not exceedd@dthe Association’s capital and
surplus. By Association policy, participation ofyarredit facilities in the SLLP is to be infrequeartd all credit facilities are to be with prior
Board approval.

All of our mortgage-backed securities have beemeiddy Freddie Mac, Fannie Mae or Ginnie Mae, gdvernment-sponsored
enterprises. These entities guarantee the paymeningipal and interest on our mortgage-backedistes.

On July 7, 2011 we completed our initial publicesffig of common stock in connection with lroquoedEral’s mutual-to-stock
conversion, selling 4,496,500 shares of commorksab§10.00 per share, including 384,900 sharastedroquois Federal’'s employee stock
ownership plan, and raising approximately $45.0iomlof gross proceeds. In addition, we issued B3% shares of our common stock to the
Iroquois Federal Foundation.
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Critical Accounting Policies

We consider accounting policies that require mamegge to exercise significant judgment or discretiomake significant assumptions
that have, or could have, a material impact orctreying value of certain assets or on income gtaritical accounting policies. We consider
the following to be our critical accounting polisie

Allowance for Loan Losses. We believe that the allowance for loan losses atated provision for loan losses are particularly
susceptible to change in the near term, due toggsaim credit quality which are evidenced by treindsharge-offs and in the volume and
severity of past due loans. In addition, our pdidfes comprised of a substantial amount of comnareal estate loans which generally have
greater credit risk than one- to four-family resitial mortgage and consumer loans because these ¢aerally have larger principal
balances and are non-homogenous.

The allowance for loan losses is maintained avel f® cover probable credit losses inherent inlda& portfolio at the balance sheet
date. Based on our estimate of the level of allm&dor loan losses required, we record a provifioioan losses as a charge to earnings to
maintain the allowance for loan losses at an apjateplevel. The estimate of our credit lossegjgliad to two general categories of loans:

* loans that we evaluate individually for impairmenter ASC 31-10,“Receivable¢ and

» groups of loans with similar risk characteristicattwe evaluate collectively for impairment und&@&450-20, “Loss
Contingencie!

The allowance for loan losses is evaluated on alaedpasis by management and reflects considerafiali significant factors that
affect the collectability of the loan portfolio. @ factors used to evaluate the collectability eflttan portfolio include, but are not limited to,
current economic conditions, our historical lospexience, the nature and volume of the loan pastftthe financial strength of the borrower,
and estimated value of any underlying collaterbdis®valuation is inherently subjective as it regsiiestimates that are subject to significant
revision as more information becomes availableuélcloan losses may be significantly more tharafl@vance for loan losses we have
established which could have a material negatifecebn our financial results. See also “Businesillewance for Loan Losses.”

Income Tax Accounting. The provision for income taxes is based upon inconmeir consolidated financial statements, rathant
amounts reported on our income tax return. Defelarassets and liabilities are recognized forftinere tax consequences attributable to
differences between the financial statement cagrgimounts of existing assets and liabilities amd tlespective tax bases. Deferred tax as
and liabilities are measured using enacted tas mtpected to apply to taxable income in the yimanghich those temporary differences are
expected to be recovered or settled. The effeatatfange in tax rates on our deferred tax assdthanilities is recognized as income or
expense in the period that includes the enactnmaet dnder GAAP, a valuation allowance is requirelde recognized if it is more likely th
not that a deferred tax asset will not be realiZda: determination as to whether we will be ablestlize the deferred tax assets is highly
subjective and dependent upon judgment concerningwaluation of both positive and negative evidgmar forecasts of future income,
applicable tax planning strategies, and assessroéntsrent and future economic and business cimmdit Positive evidence includes the
existence of taxes paid in available carrybackyearwell as the probability that taxable incomivéi generated in future periods, while
negative evidence includes any cumulative losséisercurrent year and prior two years and genersihless and economic trends. Any
reduction in estimated future taxable income mayire us to record a valuation allowance againsdeferred tax assets. Any required
valuation allowance would result in additional ino®tax expense in the period and could have afsigni impact on our future earnings.
Positions taken in our tax returns may be subgechtllenge by the taxing authorities upon exanonaflhe benefit of an uncertain tax
position is initially recognized in the financidhtements only when it is more likely than not prosition will be sustained upon examination
by the tax authorities. Such tax positions are ltfally and subsequently measured as the largestunt of tax benefit that is greater than
50% likely of being realized upon settlement whik tax authority, assuming full knowledge of thaifion and all relevant facts. Differences
between our position and the position of tax adtiesrcould result in a reduction of a tax benefian increase to a tax liability, which could
adversely affect our future income tax expense.
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We believe our tax policies and practices areoaiithccounting policies because the determinati@uotax provision and current and
deferred tax assets and liabilities have a mateniphct on our net income and the carrying valueuwfassets. We believe our tax liabilities
and assets are properly recorded in the consafidatencial statements at June 30, 2012 and natialuallowance was necessary.

Comparison of Financial Condition at June 30, 2012and June 30, 2011

Total assets increased $514,000, or 0.1%, to $51ilidn at June 30, 2012 from $510.8 million ahéw30, 2011. The increase was primarily
due to a $33.0 million increase in investment séegrand a $18.9 increase in net loans, partafset by an decrease of $52.3 million in ¢
and cash equivalents. The large change in cashastdequivalents was a result of our mutual-toksteniversion that closed on July 7, 2011.
The stock offering in connection with the convensiwas oversubscribed which resulted in $68.9 mmillioover subscriptions being refunded
to subscribers shortly after the closing of thevesgion.

Net loans receivable, including loans held for selereased by $18.9 million, or 7.9%, to $258.9ioni at June 30, 2012 from $240.0 milli

at June 30, 2011. The increase in net loans rdaeidring this period was due primarily to a $12lion, or 46.6%, increase in multi-
family loans, a $5.5 million, or 20.2% increasea@mmercial real estate loans, a $4.4 million, 6f.2%, increase in construction loans, and a
$1.8 million, or 15.3% increase in commercial laafsese increases were partially offset by a $2lBom or 13.9%, decrease in consumer
loans, a $1.0 million, or 10.4% decrease in in hempaity lines of credit, and a $762,000, or 0.518érdase in one-to four-family residential
loans (due primarily to increased sales of loaigirmated).

Investment securities, consisting entirely of sétims available for sale, increased $33.0 million17.4%, to $223.3 million at June 30, 2012
from $190.3 million at June 30, 2011. Purchaseé@stment securities, consisted primarily of ageraiyt @bligations with terms of four to
seven years and fixed-rate mortgage backed sexawiith terms of 15 years. We had no securitied teeinaturity at June 30, 2012 or

June 30, 2011.

As of June 30, 2012, other assets decreased $@B& ®1.2 million, Federal Home Loan Bank stock@ased $1.1 million to $4.2 million,
and other real estate owned increased $558,000.3ondillion from the respective balances as of BMe2011. The decrease in other assets
was mostly attributable to prepaid conversion cestieh were $766,000 at June 30, 2011 and reducedrb at June 30, 2012. Federal Home
Loan Bank stock increased as a result of stockhases to support an increase in Federal Home Laak Bdvances. Other real estate owned
increased due to new foreclosures as of June 3@.20

At June 30, 2012, our investment in bank-owneditifairance was $7.5 million, an increase of $26Df00m $7.2 million at June 30, 2011.
We invest in bank-owned life insurance to provideaith a funding source for our benefit plan obligas. Bank-owned life insurance also
generally provides us noninterest income that istagable. Federal regulations generally limit mwestment in banlkwned life insurance
25% of the Association’s Tier 1 capital plus olowatance for loan losses, which totaled $15.5 millaa June 30, 2012.

Deposits decreased $99.6 million, or 22.4%, to $34dllion at June 30, 2012 from $444.1 millionJane 30, 2011. Certificates of deposit
decreased $10.7 million, or 5.4%, to $188.7 millisavings, NOW, and money market accounts decrek@@&6 million, or 41.9%, to $133.7
million, brokered certificates of deposit increas&ds million, or 91.6%, to $11.5 million, and notérest bearing demand accounts increased
$2.2 million, or 26.3%, to $10.6 million. The lardecrease in deposits was due to our mutual-tdestoaversion which closed on July 7,
2011, for which we held approximately $113 millionescrow deposit balances at June 30, 2011.

Borrowings, which consisted solely of advances ftomFederal Home Loan Bank of Chicago, increa&d5million, or 233.3%, to $75.0
million at June 30, 2012 from $22.5 million at JWBtk 2011. We increased our borrowings to funddoaeplace deposit outflow, and
purchase investment securities as we repositiopaonfolio in anticipation of securities being @alover the next several months. Current
interest rates on borrowings are more favorable thtes paid on deposits.

Other liabilities remained consistent at $1.9 miiliat June 30, 2012 and June 30, 2011

Total equity increased $47.2 million, or 119.7%$86.6 million at June 30, 2012 from $39.4 millimnJune 30, 2011. The increase was
primarily the result of our mutual-tstock conversion which increased capital $46.4ionilhet of conversion costs of $1.7 million. Equitsis
also increased due to an increase in unrealizet gai
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securities available for sale of $3.0 million ared mcome of $1.4 million. These increases to gquire partially offset by the purchase of
employee stock ownership plan (“ESOP”) shares & $8llion. The increase in unrealized gains orusiéies available-for-sale was due to
higher market values of available-for-sale se@sitiThe ESOP was established at the time of theecsion. The net income was impacted by
a contribution to our newly established charitablendation, Iroquois Federal Foundation, Inc., b#,355 shares of IF Bancorp, Inc. stock
(valued at $3,147,550 at the time of the convejsimd $450,000 in cash.

Comparison of Operating Results for the Years Endedune 30, 2012 and 2011

General. Net income decreased $1.4 million, or 50.5%, te $iillion net income for the year ended June 3@22Bom $2.8 million net
income for the year ended June 30, 2011. The deemeas primarily due to a $4.7 million increaseaminterest expense and a $106,000
decrease in noninterest income, partially offseal$2.3 million increase in net interest incom&226,000 decrease in provision for loan
losses, and a $839,000 reduction in income taxresepel he increase in noninterest expense was fisirdae to contributions to the
charitable foundation that was established atithe bf our mutual-to-stock conversion. IF Bancdng, donated 314,755 shares of its stock
(valued at $3,147,550 at the time of the conve)sionl the Association made a cash donation of $880,

Net I nterest Income. Net interest income increased by $2.3 million, 819%, to $14.2 million for the year ended June281,2 from

$12.0 million for the year ended June 30, 2011. inbeease was due to a decrease of $1.2 milliont@rest expense and an increase of $1.1
million in interest income. The increase in neemst income was primarily the result of a $75.liomi, or 19.2% increase in the average
balance of interest earning assets, partially bfigea $37.6 million, or 10.6% increase in averbgkance of interest bearing liabilities. Our
interest margin decreased 1 basis point to 3.04%&year ended June 30, 2012 compared to 3.06#dqgear ended June 30, 2011, and
our net interest rate spread decreased 3 basits[i0iR.89% for the year ended June 30, 2012 caedpar2.92% for the year ended June 30,
2011.

Interest Income. Interest income increased $1.1 million, or 6.3%$18.0 million for the year ended June 30, 201#nf16.9 million for the
year ended June 30, 2011. The increase in inteieshe was primarily due to a $1.5 million incre@sénterest income on securities, wh
resulted from an increase in the average balanseaifrities of $63.0 million, or 43.5%, to $207.iflion for the year ended June 30, 2012
from $144.7 million for the year ended June 30,1201he average balance of securities increasedodie investment of the proceeds
received in the mutual-to-stock conversion. Thig@ased average balance of securities was pariidlgt by a 17 basis point, or 5.7%
decrease in the average yield on securities fr@892.to 2.79%. The decrease in the average yieldwiasrily due to lower market interest
rates during the period.

Interest income on loans decreased $468,000 a8.8 #illion increase in the average balance ofddar$250.8 million at June 30, 2012 was
more than offset by a 41 basis point decreasesimtierage yield on loans from 5.27% to 4.86%. Téwahse in the average yield on loans
reflected both a reduction in the current interatts charged on loans originated during the parmoslus the average rates on existing loa
the portfolio, and the adjustment of a portion of adjustable rate one-to four-family residentisns to a lower rate at the contractual
adjustment term.

Interest Expense. Interest expense decreased $1.2 million, or 24t@%3.8 million for the year ended June 30, 20021$5.0 million for the
year ended June 30, 2011. The decrease occurrdd thveer market interest rates partially offsetamd increase in the average balanc
borrowings.

Interest expense on interest-bearing deposits a@sedeby $1.2 million, or 29.7%, to $2.9 million tbe year ended June 30, 2012 from

$4.1 million for the year ended June 30, 2011. Heisrease was primarily due to a decrease of 3% pamits in the average cost of interest-
bearing deposits to 0.88% for the year ended Jan2®L2 from 1.25% for the year ended June 30, 20/Elexperienced decreases in the
average cost across all categories of interesivgpdeposits for the year ended June 30, 2012 atirilg lower market interest rates as
compared to the prior period. The decrease in geetast was partially offset due to a $610,00@.8%b, increase in the average balance of
interest-bearing deposits to $327.3 million for ylear ended June 30, 2012 from $326.7 million fieryear ended June 30, 2011.

Interest expense on borrowings increased $13,00058&06, to $908,000 for the year ended June 3@ 2@ $895,000 for the year ended
June 30, 2011. This increase was due to an inchedke average balance of borrowings to $65.8ionilfor the year ended June 30, 2012
from $28.8 million for the year ended June 30, 2@Qttially offset by a 173 basis point decreasthénaverage cost of such borrowings to
1.38% for the year ended June 30, 2012 from 3.1dr%he year ended June 30, 2011.
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Provision for Loan Losses. We establish provisions for loan losses, whichchi@ged to operations in order to maintain thensdloce for loa
losses at a level we consider necessary to absobalple credit losses inherent in our loan portfdlVe recorded a provision for loan losses
of $1.1 million for the year ended June 30, 20bpared to a provision for loan losses of $1.4iamilfor the year ended June 30, 2011. The
allowance for loan losses was $3.5 million, or %3df total loans, at June 30, 2012, compared tb 8@llion, or 1.29% of total loans, at

June 30, 2011. Non-performing loans increased duhia year ended June 30, 2012 due to the addifione loan relationship totaling $2.1
million that is classified as a troubled debt nesturing. The loans were substantially collateedizthus the impact to the allowance for loan
losses was minimal. During the year ended Jun@@IR and 2011, $743,000 and $969,000 in net chaffgavere recorded.

The following table sets forth information regamglithe allowance for loan losses and nonperformgsgts at the dates indicated:

Year Endec Year Ended
June 30, June 30,
2012 2011

Allowance to non-performing loans 65.95% 59.7%
Allowance to total loans outstanding at the enthefperioc 1.34% 1.2%
Net charg-offs to average total loans outstanding during th

period, annualize .3C% 4C%
Total nor-performing loans to total loa 2.05% 2.1€%
Total nor-performing assets to total ass 1.3(% 1.17%

Noninterest Income. Noninterest income decreased $106,000, or 2.8%3.tomillion for the year ended June 30, 2012 carghéo $3.8

million for the year ended June 30, 2011. The de@avas primarily due to decreases in mortgageimgitkicome and brokerage
commissions, partially offset by increased insueatemmissions. For the year ended June 30, 2012gage banking income decreased
$376,000 to $317,000 and brokerage commissiongdsed $91,000 to $521,000. The decrease in mortgadeng income was due
primarily to a reduction in the fair value of maatge servicing rights as a result of decreased mariezest rates and a slow down of mortc
refinancing, and the decrease in brokerage comomissivas a result of less activity due to decreasmdet interest rates. These decreases
were partially offset by an increase of $132,00thsurance commissions due to an increase in insarsales and an increase of $264,000 in
net realized gains on the sale of available-foe-selcurities which was due to the interest rat&r@mwent in the year ended June 30, 2012,
that allowed for profits to be gained when repositig the investment portfolio that were not avaliain the year ended June 30, 2011.

Noninterest Expense. Noninterest expense increased $4.7 million, or#5 0 $14.8 million for the year ended June 30,20Gm $10.2
million for the year ended June 30, 2011. The lsrgemponents of this increase were charitableribartions, which increased $3.6 million,
compensation and benefits, which increased $639@008%, professional services expense, whicteased $132,000, or 68.4%, and audit
and examinations, which increased $183,000, or0200The increase in charitable contributions wasarily due to a contribution to our
newly established charitable foundation, Iroquasléral Foundation, Inc., of 314,755 shares of IRd®gp, Inc. stock (valued at $3,147,550
at time of conversion) as well as a cash donatfé#60,000. Increased staffing, normal salary iases and increases in payroll taxes
primarily accounted for the increase in compensadiod benefits expense. Increases in professiendtes and audit and examinations
expense were a result of increased costs assowvétettansitioning to a public company. These @ages were partially offset by a decrease
of $128,000 in deposit insurance premium resuffiiom the new FDIC formula used to calculate thismpium.

Income Tax Expense . We recorded a provision for income tax of $559,@0Ghe year ended June 30, 2012, compared toaspn for

income tax of $1.4 million for the year ended J80e2011, reflecting effective tax rates of 28.58d 83.1%, respectively. The decreased tax
rate for the year ended June 30, 2012 was a m@fsaltower taxable income due to a contributiolwto newly established charitable
foundation, Iroquois Federal Foundation, Inc., 4 355 shares of IF Bancorp, Inc. stock (valueBai47,550 at time of conversion) as well
as a cash donation of $450,000.
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Asset Quality

At June 30, 2012, our non-accrual loans totaled $illion, including $3.7 million in one-to fourfaily loans, $1.5 million in multi-family
loans, $95,000 in commercial real estate loan®08Rin commercial business loans and $113,000nswoer loans. The commercial real
estate loans are secured by commercial rental grepeAt June 30, 2012, we had no loans deling@8rdays or greater and still accruing
interest.

At June 30, 2012, loans classified as substandprdled $5.6 million. Loans classified as substashdansisted of $3.9 million in one- to
four-family loans, $1.5 million in multi-family lags, $95,000 in commercial real estate loans, $8/000me equity lines of credit, $2,000 in
commercial business loans and $113,000 in consloaes. At June 30, 2012, no loans were classifiedaaibtful or loss. At June 30, 2012
there were also $1.3 million in real estate owreskts.

At June 30, 2012, watch assets consisted of $1l@min commercial business loans and $612,000ne-to four-family loans.

Troubled Debt Restructuring. Troubled debt restructurings include loans for whéconomic concessions have been granted to baisawvithn
financial difficulties. We periodically modify loanto extend the term or make other concessionslplorrowers stay current on their loans
and to avoid foreclosure. At June 30, 2012 and 30n011, we had $3.8 million and $1.8 milliorspectively, of troubled debt
restructurings. At June 30, 2012 our troubled destructurings consisted of $2.1 million in onddar-family loans, $1.5 million in multi-
family loans, $95,000 in commercial real estate$&2,000 in commercial business loans and $32r066nsumer loans.

Of the increase in troubled debt restructuringsnarease of $949,000 in one-to four-family ands®illion in multi-family real estate loans
were the result of the Company modifying loans tlyaacing funds for real estate taxes, in exchangtht taxes being capitalized into the
loan and all future loan payments to include retdte tax escrow in addition to principal and iestpayments. Prior to such troubled debt
restructurings, only principal and interest payrsemére being made by the customers.

At June 30, 2012, we had $1.3 million in foreclossdets compared to $710,000 as of June 30, 208dclésed assets at June 30, 2012,
consisted of $1.3 million in residential real estatoperties while foreclosed assets at June 3d,,2®nsisted of $690,000 in residential real
estate and $20,000 in other repossessed assets.
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Allowance for Loan Loss Activity

The Company regularly reviews its allowance fomlé@sses and makes adjustments to its balance bas@adnagement’s analysis of the loan
portfolio, the amount of non-performing and claissifloans, as well as general economic conditiatthough the Company maintains its
allowance for loan losses at a level that it comsidsufficient to provide for losses, there camb@ssurance that future losses will not exceed
internal estimates. In addition, the amount ofahe@wance for loan losses is subject to reviewdwyutatory agencies, which can order the
establishment of additional loss provisions. THfing table summarizes changes in the allowaoncdoan losses over the twelve-month
periods ended June 30, 2012 and 2011:

Year ended June 30

2012 2011
Balance, beginning of period $3,14¢  $ 2,761
Loans charged o
Real estate loar
One-to four-family (6517) (920
Multi -family — —
Commercia (48) —
HELOC (39) —
Constructior — —
Commercia (29 (30)
Consume (88) (59
Gross charged off loat (857) (1,009
Recoveries of loans previously charged
Real estate loar
One-to four-family 71 1€
Multi -family — —
Commercia — —
HELOC — —
Constructior — —
Commercia — —
Consume 37 19
Gross recoveries of charged off lo: 10¢ 35
Net charge off (743 (969
Provision charged to expen 1,12¢ 1,351
Balance, end of peric $3,531  $3,14¢

The allowance for loan losses has been calculaeddupon an evaluation of pertinent factors ugheylthe various types and quality of the
Company’s loans. Management considers such faaotise repayment status of a loan, the estimate@din@alue of the underlying

collateral, the borrower’s intent and ability tgag the loan, local economic conditions, and then@any’s historical loss ratios. We maintain
the allowance for loan losses through the provision loan losses that we charge to income. Wegehlasses on loans against the allowance
for loan losses when we believe the collectioroafl principal is unlikely. The allowance for loass$es increased $382,000 to $3.5 million at
June 30, 2012, from $3.1 million at June 30, 201k increase was a result of an increase in oulistgoans and was necessary in order to
bring the allowance for loan losses to a level thiects management’s estimate of the probabkifothe Company’s loan portfolio at

June 30, 2012.

In its quarterly evaluation of the adequacy ofitswance for loan losses, the Company employsticstl data including past due
percentages, charge offs, and recoveries. The Quoytgpallowance methodology weights the most reteptve-quarter period’s net charge
offs and uses this information as one of the prjnfiactors for evaluation of allowance adequacy. et recent four-quarter net charge offs
are given a higher weight of 50%,
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while quarters 5-8 are given a 30% weight and guai@-12 are given only a 20% weight. The averagelmarge offs in each period are
calculated as net charge offs by portfolio typetfa period as a percentage of the quarter enddmlaf respective portfolio type over the
same period. As the Company and the industry heee micreases in loan defaults in the past seyeaas, the Company believes that it is
prudent to emphasize more recent historical fadtotise allowance evaluation.

The following table sets forth the Company’s wegghawverage historical net charge offs as of Jupn@@®m2, and June 30, 2011:

June 30, 2012 June 30, 2011
Net charge offs — Net charge offs —
Portfolio segment 12 quarter weighted historica 12 quarter weighted historica

Real Estatt

One-to four-family A% .52%

Multi -family .33% — %

Commercia .13% .12%

HELOC .12% 14%

Constructior — % — %
Commercial busines .1€% .0€%
Consume .1€% .35%
Entire portfolio total .3%% .38%

Additionally, in its quarterly evaluation of theegliacy of the allowance for loan losses, the Compaaluates changes in financial
conditions of individual borrowers; changes in lpcagional, and national economic conditions; @mpanys historical loss experience; &
changes in market conditions for property pledgeth¢ Company as collateral. The Company has iiesh8pecific qualitative factors that
address these issues and assigns a percentagd taetar based on management’s judgement. At 30n2012, these qualitative factors
included: (1) management’s assumptions regardiagnimimal level of risk for a given loan categondancludes amounts for anticipated
losses which may not be reflected in our curress loistory experience; (2) changes in lending diend procedures, including changes in
underwriting standards, and charmgféand recovery practices not considered elsewimeestimating credit losses; (3) changes in iraéomal,
national, regional and local economics and businessditions and developments that affect the ctalgtity of the portfolio, including the
conditions of various market segments; (4) chamgése nature and volume of the portfolio and ie terms of loans; (5) changes in the
experience, ability, and depth of the lending @fficand other relevant staff; (6) changes in theme and severity of past due loans, the
volume of non-accrual loans, the volume of troulietit restructured and other loan modificationd, thie volume and severity of adversely
classified loans; (7) changes in the quality ofldan review system; (8) changes in the value efuthderlying collateral for collateral-
dependent loans; (9) the existence and effectyptancentrations of credit, and changes in thellevsuch concentrations; and (10) the ef
of other external factors such as competition agdlland regulatory requirements on the level tineded credit losses in the existing
portfolio. The applied loss factors are re-evaldajearterly to ensure their relevance in the cure@wironment.
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The qualitative factors are applied to the alloweafur loan losses based upon the following pergesgdy loan type:

Qualitative factor applied Qualitative factor applied
at at
Portfolio segment June 30, 201 June 30, 201!
Real Estatt
One-to four-family .3%% .31%
Multi -family .82% .95%
Commercia 4€% .53%
HELOC 78% .7€%
Constructior .94% T5%
Commercial busines 2.3% 2.8%
Consume .54% .32%
Entire portfolio total 57% 54%

At June 30, 2012, the amount of our allowancedanllosses attributable to these qualitative facias approximately $1.5 million, as
compared to $1.3 million at June 30, 2011. The geecrease in qualitative factors was attribugglimarily to the increase in non-accrual
loans as a result of higher troubled debt restrirgs.

While management believes that our asset qualityanes strong, it recognizes that, due to the caetingrowth in the loan portfolio, the
increase in troubled debt restructurings and thergial changes in market conditions, our levehofiperforming assets and resulting charges
offs may fluctuate. Higher levels of net chargesa#fquiring additional provisions for loan lossesld result. Although management uses the
best information available, the level of the allowe for loan losses remains an estimate that igstto significant judgment and short-term

change.
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Average Balances and Yields

The following tables set forth average balance tshewerage yields and costs, and certain othermdtion for the periods indicated. Tax-
equivalent yield adjustments have not been mad&feexempt securities. All average balances asedan month-end balances, which
management deems to be representative of the @peyalf Iroquois Federal. Non-accrual loans weotuided in the computation of average
balances, but have been reflected in the tableaas|carrying a zero yield. The yields set fortlowenclude the effect of deferred fees,
discounts and premiums that are amortized or attetinterest income or expense.

For the Fiscal Years Ended June 3(

2012 2011 2010
Average Average Average
Outstanding Yield/ Outstanding Yield/ Outstanding Yield/
Balance Interest Rate Balance Interest Rate Balance Interest Rate

(Dollars in thousands)
Interest-earning assets

Loans:
Real estate loan
One- to four-family (1) $ 147,43t $ 6,66¢ 45% $ 149,20 $ 7,415 4.97% $ 154,53 $ 8,18¢ 5.3(%
Multi-family 30,851 1,52¢ 4.94 23,62: 1,24¢ 5.2¢ 17,99: 98¢ 5.4¢
Commercia 30,667 1,72¢ 5.62 26,19¢ 1,58¢ 6.0F 23,99( 1,47¢ 6.1€
Home equity lines of cred 9,40¢ 40C 4.2t 9,61¢ 40¢ 4.2t 6,40¢ 281 4.3¢
Construction loan 5,24( 231 4.41 1,99( 91 4.57 2,03¢ 98 4.81
Commercial business loa 12,67¢ 68¢ 5.42 12,94: 752 5.81 12,12¢ 73€ 6.07
Consumer loan 14,518 942 6.5C 16,38¢ 1,14z 6.97 15,24( 1,13¢ 7.4%
Total loans 250,80: 12,17% 4.8¢€ 239,95 12,64¢ 5.27 232,32 12,90( 5.5¢8
Securities
U.S. government, federal agency and governmer
sponsored enterpris 160,47: 4,17¢ 2.6C 123,37¢ 3,51¢ 2.8t 98,98¢ 3,49¢ 3.52
U.S. government sponsored mortgage-backed
securities 44,407 1,562 3.52 15,50« 71z 4.6C 28,39( 1,29 4.5€
State and political subdivisiol 2,77¢ 52 1.87 5,80¢ 56 0.9¢ 2,12( 65 3.07
Total securitie: 207,65! 5,79: 2.7¢ 144,69:. 4,287 2.9¢ 129,49: 4,85¢ 3.7¢
Other 8,66¢ 31 0.3€ 7,368 9 0.12 4,46( 5 0.11
Total interes-earning asse! 467,12: 18,00: 3.88 392,01: 16,94 4.32 366,27¢ 17,76: 4.84
Noninteres-earning assel 26,41 23,04¢ 21,97¢
Total asset $ 493,53 $  415,05¢ $ 388,25
Interest-bearing liabilities:
Interes-bearing checking or NO\ $ 28,64¢ 58 0.2C $ 25,15¢ 55 0.2z $ 23,23¢ 10¢ 0.47
Savings accouni 27,56( 94 0.34 23,67¢ 117 0.4¢ 20,36: 17¢ 0.87
Money market accoun 68,61¢ 20z 0.2¢ 70,68: 357 0.51 68,32: 61€ 0.9C
Certificates of depos 202,46t 2,52: 1.28 207,16 3,56 1.72 201,07: 4,77¢ 2.37
Total interes-bearing deposit 327,29: 2,87¢ 0.8¢ 326,68 4,09: 1.2F 312,99: 5,67¢ 1.77
Federal Home Loan Bank advani 65,83( 90¢ 1.3¢ 28,79¢ 89t 3.11 28,90¢ 1,03¢ 3.5¢
Total interes-bearing liabilities 393,12: 3,78¢ 0.9¢ 355,48: 4,98¢ 1.4C 341,90( 6,71« 1.9z
Noninteres-bearing liabilities 16,08¢ 23,65¢ 13,28¢
Total liabilities 409,21 379,13 355,18¢
Equity 84,32: 35,92: 33,06:
Total liabilities and equit $ 493,53 $ 415,05¢ $ 388,25:
Net interest incom $14,21° $11,95! $11,04°
Net interest rate spread ( 2.8%% 2.92% 2.92%
Net interes-earning assets (. $ 73,99¢ $ 36,52¢ $ 24,37¢
Net interest margin (< 3.04% 3.05% 3.01%
Average intere-earning assets to inter-bearing liabilities 11% 11% 105%

(1) Includes home equity loan

(2) Netinterest rate spread represents the differbatgeen the yield on average inte-earning assets and the cost of average interest-
bearing liabilities

(3) Net interes-earning assets represents total int-earnin¢ assets less total inter-bearing liabilities

(4) Net interest margin represents net interest incdivided by average total inter-earning asset
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Rate/VVolume Analysis

The following table presents the effects of chaggates and volumes on our net interest incoméfperiods indicated. The rate
column shows the effects attributable to changeatm (changes in rate multiplied by prior voluni®)e volume column shows the effects
attributable to changes in volume (changes in velumultiplied by prior rate). The net column repraseahe sum of the prior columns. For
purposes of this table, changes attributable tb kaie and volume, which cannot be segregated, e allocated to the changes due to rate
and the changes due to volume in proportion tagfeionship of the absolute dollar amounts of ¢jgaim each.

Fiscal Years Ended June 3C Fiscal Years Ended June 3C
2012 vs. 201 2011 vs. 2011
Increase (Decrease Total Increase (Decrease Total
Due to Increase Due to Increase
Volume Rate (Decrease Volume Rate (Decrease

(In thousands)
Interest-earning assets

Loans $ 551 $(1,019) $ (46¢) $ 41 $ (66%) $ (259
Securities 1,807 (301 1,50¢ 514 (1,08)) (567)
Other 2 2C 22 2 — 2
Total interes-earning assel $2,36C  $(1,300) $ 1,060 $ 92¢ $(1,749 $ (820
Interest-bearing liabilities:
Interes-bearing checking or NO\ $ 8 $ (B % 3 $ 8 $ (62 $ (59
Savings accoun 17 (40) (23) 25 (87) (62)
Certificates of depos (82 (960 (1,042) 13¢ (1,350 (1,217
Money market accoun (12 (143) (155) 20 (279) (259
Total interes-bearing deposit (69 (1,149 (1,21%) 19z (1,779 (1,58¢)
Federal Home Loan Bank advan: 704 (691) 13 (4) (13€) (140
Total interes-bearing liabilities $ 635  $(1,839) $(1,209 $ 18C $(1,91H $(1,72¢
Change in net interest incor $1,72F ¢ 53¢ $ 226¢ $74C $ 16€ $ 90¢€
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Management of Market Risk

General . Because the majority of our assets and liahiliiee sensitive to changes in interest rates, ogt significant form of market
risk is interest rate risk. We are vulnerable tarmmease in interest rates to the extent thairaarestbearing liabilities mature or reprice m
quickly than our interest-earning assets. As altegyprincipal part of our business strategy isi@nage interest rate risk and limit the
exposure of our net interest income to changesairket interest rates. Accordingly, our Board ofdators has established an Asset/Liability
Management Committee pursuant to our Interest Resie Management Policy that is responsible for eatihg the interest rate risk inherent
in our assets and liabilities, for determining kel of risk that is appropriate, given our busimetrategy, operating environment, capital,
liquidity and performance objectives, and for mangghis risk consistent with the guidelines apmwwby the Board of Directors.

As part of our ongoing asset-liability managemaer,currently use the following strategies to manageinterest rate risk:
(i) sell the majority of our lor-term, fixec-rate on- to four-family residential mortgage loans that we origin

(i) lengthen the weighted average maturity of laiilities through retail deposit pricing strategiand through longer-term wholesale
funding sources such as fi>-rate advances from the Federal Home Loan Bank a@fagb;

(iii) invest in shorte- to mediun-term investment securities and inte-earning time deposit:

(iv) originate commercial mortgage loans, includinglti-family loans and land loans, commercial ls@md consumer loans, which
tend to have shorter terms and higher interess th#n one- to four-family residential mortgagenmeand which generate
customer relationships that can result in largenimeres-bearing demand deposit accounts;

(v) maintain adequate levels of capi

We currently do not engage in hedging activitieghsas futures, options or swap transactions,w&siting in high-risk mortgage
derivatives, such as collateralized mortgage obitiga, residual interests, real estate mortgagesimrent conduit residual interests or strip
mortgage backed securities.

In addition, changes in interest rates can affeeffair values of our financial instruments. Fodiéidnal information regarding the fair
values of our assets and liabilities, see Noteolthe Notes to our Consolidated Financial Statement

Interest Rate Risk Analysis

We also perform our own internal interest rate enklysis that assesses risk to our Net Portfotitu®, Earnings and Capital. As a re
of regulatory guidance issued in January 2010, ave lupdated and enhanced our internal interestisktenodel. Our analysis now involves
increasing interest rates 400 basis points usiignamic and realistic yield curve as well as “nealld” simulation and timing. In addition to
measuring Net Portfolio Value, our model also apa$yEarnings at Risk for both Net Interest Income ldet Income, and Capital at Risk for
Tangible Equity Capital, Tier 1 Risk Based Capitaid Total Risk Based Capital in rate shock scesarp to 400 basis points over a three-
year period. Due to the current low interest raigirenment, we do not analyze rate shock scenamasving decreasing interest rates. Wt
interest rates increase, we will also analyze st@navolving decreasing rates. Details of oureyahledger along with key data from each
deposit, loan, investment, and borrowing are doaaéa into our forecasting model, which takes irmoant both market and internal trends.
Historical testing is done internally on a regasis to confirm the validity of the model, whitert-party testing is done periodically. Det:
of our interest rate risk analysis are reviewedHhgyAsset/Liability Management Committee and présgio the Board on a quarterly basis.
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The tables below illustrate the simulated impaaiaté shock scenarios up to 400 basis points otleea-year period on our Earnings at
Risk (for both net interest income and net incoar@) our Capital at Risk (for tangible equity calpiti@r 1 risk-based capital, and total risk-
based capital). The Earnings at Risk tables showriterest Income and Net Income decreasing igiagirate environment. The Capital at
Risk tables show tangible equity capital, tierskibased capital, and total risk-based capitakaflain well capitalized when shocked 400
basis points over a three year period. The Nefdartvalue at Risk table below sets forth our cédtion of the estimated changes in our net
portfolio value at June 30, 2012 resulting from ietate rate shocks up to 400 basis points.

Earnings at Risk

Change in Interest % Change in Net Interest Income % Change in Net Income
Rates (basis points 6/30/1% 6/30/14 6/30/15 6/30/1: 6/30/1¢ 6/30/1¢
+400 (5.6%) (17.9%) (26.1%) (31.1%) (58.1%) (84.7%)
+300 (5.6%)  (13.5%)  (18.2%) (31.(%) (47.7%) (65.(%)
+200 (5.6%)  (11.6%) (8.6%) (31.6%) (42.2%) (40.9%)
+100 (2.9%) (2.5%) 0.9%  (23.1%) (19.6%) (16.9%)
0 0.6% 3. 7% 6.5%  (15.2%)  (4.0%)  (3.C%)

Capital at Risk

Change in Interest Tangible Equity Capital Tier 1 Risk-Based Capital Total Risk-Based Capital
Rates (basis points 6/30/1¢ 6/30/1¢ 6/30/1¢ 6/30/1% 6/30/1¢ 6/30/1¢ 6/30/1% 6/30/1¢ 6/30/1¢
+400 11.8% 11.52% 11.2% 23.52% 23.2% 22.% 24.9% 24.5% 23.&%
+300 11.¢ 11.€ 11¢ 23.t 23.C 22.¢ 24.7 24.¢ 24.1
+200 11.¢ 11.€ 11.€ 23k 23.C 23.1 24.7 24.¢ 24.¢
+100 11.¢ 11.¢ 12.C 23.t 23.7 23.7 24.¢ 25.C 25.C
0 11.€ 12.C 12 23.¢ 24.C 242 24.¢ 25.2 25¢

Net Portfolio Value at Ris

At June 30, 201:

Increase/
Change in Interest (Decrease)
Rates (basis points) Estimated NPV % Change NPV NPV Ratio (in basis points
+400 $ 49,33t (28.5) 9.7% 39C
+300 $ 55,92 (19.1) 11.C 26
+200 $ 61,74 (10.9) 12.1 15C
+100 $  66,45: (4.1) 13.C 60
0 $ 69,30¢ 13.¢

Liquidity and Capital Resources

Liquidity is the ability to meet current and futuieancial obligations of a short-term nature. @timary sources of funds consist of
deposit inflows, loan sales and repayments, adeafnom the Federal Home Loan Bank of Chicago, aaturnties of securities. We also
utilize brokered certificates of deposit, interfigtding, borrowings from the Federal Reserve, aledssof securities, when appropriate. While
maturities and scheduled amortization of loanssewlrities are predictable sources of funds, deflosis and mortgage prepayments are
greatly influenced by general interest rates, enga@onditions and competition. Our Asset/LiabillMjanagement Committee is responsible
for establishing and monitoring our liquidity tatgand strategies in order to ensure that suffidiguaidity exists for meeting the borrowing
needs and deposit withdrawals of our customersedisas unanticipated contingencies. For the yeadee June 30, 2012 and 2011, our
liquidity ratio averaged 42.6% and 35.3% of oualeissets, respectively. We believe that we hawvegmnsources of liquidity to satisfy our
short- and long-term liquidity needs as of June28Q,2.

We regularly monitor and adjust our investmentkqguid assets based upon our assessment of: (ot loan demand; (ii) expected
deposit flows; (iii) yields available on interestraing deposits and securities; and (iv) the objestof our asset/liability management
program. Excess liquid assets are invested gepénaliterest-earning deposits and short- and nmaeerm securities.
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Our most liquid assets are cash and cash equigalBmé levels of these assets are affected bygrnating, financing, lending and
investing activities during any given period. An&u30, 2012, cash and cash equivalents totaledndi8ia@n.

Our cash flows are derived from operating actigitiavesting activities and financing activitiesraported in our Statements of Cash
Flows included in our financial statements.

At June 30, 2012, we had $7.2 million in loan comnmeints outstanding, and $15.5 million in unuseddiof credit to borrowers.
Certificates of deposit due within one year of J80e2012 totaled $150.0 million, or 43.5% of tataposits. Depending on market
conditions, we may be required to pay higher ratesuch deposits or other borrowings than we ctlyrgay on the certificates of deposit ¢
on or before June 30, 2013. Additionally, we badi¢lvat the additional capital that we raised indfiering will provide additional liquidity.
Moreover, it is our intention as we continue towgrmur commercial real estate portfolio, to emphasi®ver cost deposit relationships with
these commercial loan customers and thereby refii@deigher cost certificates with lower cost défsodVe have the ability to attract and
retain deposits by adjusting the interest ratesreff.

Our primary investing activity is originating loari3uring the years ended June 30, 2012 and 201 brigmated $71.6 million and
$86.7 million of loans, respectively.

Financing activities consist primarily of activity deposit accounts and Federal Home Loan Bankra& We had a net decrease in
total deposits of $99.6 million for the year endede 30, 2012, and a net increase in total depafsf$23.5 million for the year ended
June 30, 2011. The increase of $123.5 million lieryear ended June 30, 2011 included $105.8 miiad in escrow accounts for the
subscription offering that was closed on July 7,20The oversubscribed amount of $68.9 million vedgrned to subscribers once the
offering was closed. Deposit flows are affectedh®yoverall level of interest rates, the interas¢s and products offered by us and our local
competitors, and by other factors.

Liquidity management is both a daily and long-téamction of business management. If we require $upelyond our ability to generate
them internally, borrowing agreements exist with Hederal Home Loan Bank of Chicago, which provatesdditional source of funds.
Federal Home Loan Bank advances were $75 millicluaé 30, 2012. At June 30, 2012, we had the wbiliborrow up to an additional $2¢
million from the Federal Home Loan Bank of Chicdmsed on our collateral and had the ability toderan additional $11.5 million from
the Federal Reserve based upon current collate@ddged.

Iroquois Federal is subject to various regulat@pital requirements, including a risk-based capitahsure. The risk-based capital
guidelines include both a definition of capital amttamework for calculating risk-weighted assetabsigning balance sheet assets and off-
balance sheet items to broad risk categories. ¢ B30, 2012, Iroquois Federal exceeded all regylaiapital requirements. Iroquois Federal
is considered “well capitalized” under regulatonjidglines. See “Supervision and Regulation—Fed@aaking Regulation—Capital
Requirements” and Note 11— Regulatory Matters efrtbtes to the financial statements included s Arinual Report on Form 10-K.

Off-Balance Sheet Arrangements and Aggregate Contraual Obligations

Commitments. As a financial services provider, we routinely angarty to various financial instruments with offllnce-sheet risks,
such as commitments to extend credit and unused bhcredit. While these contractual obligatiogsresent our future cash requirements, a
significant portion of commitments to extend craday expire without being drawn upon. Such commitis@re subject to the same credit
policies and approval process accorded to loansalee. For additional information, see Note 17 — @atments and Credit Risk of the notes
to the financial statements included in this AnriReport on Form 10-K.
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Contractual Obligations. In the ordinary course of our operations, we eimer certain contractual obligations. Such obligas include
data processing services, operating leases foripesrand equipment, agreements with respect towed funds and deposit liabilities.

Recent Accounting Pronouncements

For a discussion of the impact of recent accourimogiouncements, see Note 1 of the notes to owsotidated financial statements
beginning on page F-1 of this Annual Report on Faf¥K.

Impact of Inflation and Changing Prices

Our financial statements and related notes have pempared in accordance with U.S. GAAP, which galherequires the measureme
of financial position and operating results in terafi historical dollars without consideration obclges in the relative purchasing power of
money over time due to inflation. The impact ofatibn is reflected in the increased cost of owerations. Unlike industrial companies, our
assets and liabilities are primarily monetary itun& As a result, changes in market interest ta®s a greater impact on our performance
than the effects of inflation.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

The information required by this item is incorp@dherein by reference to Part Il, tem ®Management’s Discussion and Analysis of
Financial Condition and Results of Operati.”

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
The Consolidated Financial Statements, includimpkmental data, of IF Bancorp, Inc. begin on padeof this Annual Report.

ITEM9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures.

The Company’s President and Chief Executive OffiterChief Financial Officer, and other member#®tenior management team
have evaluated the effectiveness of the Compang&adure controls and procedures (as defined sh&xge Act Rules 13a-15(e) or 15d-15
(e)), as of June 30, 2012. Based on such evalydtierPresident and Chief Executive Officer ande€Rinancial Officer have concluded that
the Company’s disclosure controls and proceduseef the end of the period covered by this repeere adequate and effective to provide
reasonable assurance that information requiree@ ttidrlosed by the Company, including Iroquois Faldén reports that are filed or
submitted under the Exchange Act, is (1) recorgeaicessed, summarized and reported, within the pieneds specified in the Commissien’
rules and forms and (2) is accumulated and commatadcto our management, including our Chief Exeeubfficer and Chief Financial
Officer as appropriate to allow timely discussioegarding required disclosures.

Changes in Internal Controls Over Financial Reportng .

There have been no changes in the Company’s initeon&rol over financial reporting during the quarended June 30, 2012 that have
materially affected, or are reasonably likely totenglly affect, the Company’s internal control o¥i@ancial reporting.
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Management’s Report on Internal Control Over Finandal Reporting.

The management of the Company is responsible fabkshing and maintaining adequate internal cdmver financial reporting. The
internal control process has been designed undesupervision to provide reasonable assurancedegpthe reliability of financial reporting
and the preparation of the Company’s financiakstents for external reporting purposes in accomavith accounting principles generally
accepted in the United States of America.

Management conducted an assessment of the effeetis®f the Comparg/internal control over financial reporting as vhd 30, 201:
utilizing the framework established internal Control — Integrated Framewoiksued by the Committee of Sponsoring Organizatidrike
Treadway Commission (COSO). Based on this assessmanagement has determined that the Compangmiatcontrol over financial
reporting as of June 30, 2012 is effective.

Our internal control over financial reporting indks policies and procedures that pertain to thater@@nce of records that accurately
and fairly reflect, in reasonable detail, transawsi and dispositions of assets; and provide rea$maasurances that: (1) transactions are
recorded as necessary to permit preparation ofiiahstatements in accordance with accountingcfpies generally accepted in the United
States of America; (2) receipts and expendituresbaing made only in accordance with authorizatafimeanagement and the directors of the
Company; and (3) provide reasonable assurancediaggsrevention or timely detection of unauthorizedjuisition, use, or disposition of the
Company’s assets that could have a material effethe Company’s financial statements.

All internal control systems, no matter how welsdmed, have inherent limitations. Therefore, etmse systems determined to be
effective can provide only reasonable assurande n@gpect to financial statement preparation andgntation. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadégjbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

ITEM 9B. OTHER INFORMATION
Not applicable.
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PART Il

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

The information relating to the directors and ddfie of the Company, information regarding compléawith Section 16(a) of the
Exchange Act and information regarding the audiheottee and audit committee financial expert iomporated herein by reference to the
Company'’s Proxy Statement for the Registrant’s Aaidieeting of Stockholders, to be held on Novenil#:r2012 (the “Proxy Statement”)
under the captions “Proposal 1—Election of DiresfbtExecutive Officers,” “Section 16(a) Benefici@wnership Reporting Compliance,”
“Nominating Committee Procedures—Procedures todiewed by Stockholders,” “Corporate Governance—@uttees of the Board of
Directors” and “—Audit Committee” is incorporatedrein by reference.

The Company has adopted a code of ethics thategaliits principal executive officer, the prindifinancial officer and principal
accounting officer. The Code of Ethics is postedlenCompany’s Internet Web site.

ITEM 11. EXECUTIVE COMPENSATION

The information regarding executive compensatiomgensation committee interlocks and insider peteon is incorporated herein
by reference to the Proxy Statement under the maptiExecutive Officers—Executive Compensation” &Ddector Compensation.”

ITEM 12, SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDERS MATTERS

(a) Security Ownership of Certain Beneficial Own

Information required by this item is incorporatestein by reference to the section captioned 15@wnership” in the Proxy
Statement

(b) Security Ownership of Manageme

Information required by this item is incorporatestein by reference to the section captioned 1S€@wnership” in the Proxy
Statement

(c) Changes in Contrc

Management of the Company knows of no arrangesnartiuding any pledge by any person or securitfdhe Company, the
operation of which may at a subsequent date rasalthange in control of the registra

(d) Equity Compensation Plan Informati
Not applicable.

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

The information relating to certain relationshipsl aelated transactions and director independenitedrporated herein by reference to
the Proxy Statement under the captions “Transagtigth Related Persons” and “Proposal 1 — Eleatibbirectors.”
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ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information relating to the principal accougtiiees and expenses is incorporated herein byeraferto the Proxy Statement under the
captions “Proposal lll—Ratification of Independ@&wegistered Public Accounting Firm—Audit Fees” ardPre-Approval of Services by the
Independent Registered Public Accounting Firm.”

PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(1) The financial statements required in responseisoitdm are incorporated by reference from Itenf this report.

(2) All financial statement schedules are omittedause they are not required or applicable, ordfeired information is shown in
the consolidated financial statements or the nibie®to.

(3) Exhibits
3.1 Articles of Incorporation of IF Bancorp, In®
3.2 Bylaws of IF Bancorp, Inc®
4.1  Specimen Stock Certificate of IF Bancorp, IV
10.1 Employment Agreement between Iroquois Federal $@vamd Loan Association and Alan D. Mai®
10.2 Employment Agreement between IF Bancorp, Inc. alah . Martin®
10.3 Change in Control Agreement of Pamela J. Ver®@
10.4 Change in Control Agreement of Walter H. Hasseliprli @)
10.5 Directors Non Qualified Retirement PI®)
21.0 List of Subsidiarie
23.0 Consent of BKD, LLF
31.1 Rule 13-14(a)/15¢14(a) Certification of Chief Executive Offic®
31.2 Rule 13-14(a)/15+-14(a) Certification of Chief Financial Offic(®
32.0 Section 1350 Certification of Chief Executive Officand Chief Financial Office®

101 Interactive data files pursuant to Rule 40Refulation S-T: (i) the Consolidated Balance Shastsf June 30, 2012 and
2011, (ii) the Consolidated Statements of Inconréte years ended June 30, 2012 and 2011, (iiilctesolidated
Statements of Comprehensive Income for the yeatscedune 30, 2012 and 2011, (iv) the Consolidata®ents of
Stockholders’ Equity for the years ended June 8@22and 2011, (v) the Consolidated Statements sh Eéows for the
years ended June 30, 2012 and 2011, and (vi) ties t@the Consolidated Financial Statements

(1) Incorporated by reference to the Company’s fegfion Statement on Form S-1 (333-172842), asdat; initially filed with the SEC
on March 16, 2011

(2) Incorporated by reference to the Comg’'s Current Report on Forn-K filed with the SEC on July 14, 201

(3) This information is furnished and not filed fourposes of Sections 11 and 12 of the Securit@oA1933 and Section 18 of the
Securities Exchange Act of 19:
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Regyisthas duly caused this report to
be signed on its behalf by the undersigned, theoeduly authorized.

IF BANCORP, INC.

Date: September 19, 2012 By: /s/ Alan D. Martin
Alan D. Martin
President and Chief Executive Offic

Pursuant to the requirements of the Securities &xgl Act of 1934, this report has been signed bbélptihe following persons on
behalf of the Registrant and in the capacities@nthe dates indicated.

Signature Title Date
/s/ Alan D. Martin President, Chief Executive Officer and
Alan D. Martin Director (Principal Executive Officer) September 19, 20.
/s/ Pamela J. Verkler Vice President and Chief Financial Officer
Pamela J. Verkle (Principal Financial and Accounting Officer) September 19, 20.
/s/ Gary Martin Chairman of the Board
Gary Martin September 19, 20.
/sl Joseph A. Cowan Director
Joseph A. Cowa September 19, 20.
/s Ardith Heuton Director
Ardith Heuton September 19, 20.
/sl Wayne A. Lehmann Director
Wayne A. Lehman September 19, 20.
/s/ John D. Martin Director
John D. Martir September 19, 20.
/s/ Frank J. Simutis Director
Frank J. Simuti: September 19, 20.
/s/ Dennis C. Wittenborn Director
Dennis C. Wittenbor September 19, 20.
/s Rodney E. Yergler Director
Rodney E. Yergle September 19, 20.
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Report of Independent Registered Public Accountindrirm

Audit Committee and Board of Directors
IF Bancorp, Inc.
Watseka, lllinois

We have audited the accompanying consolidated balsimeets of IF Bancorp, Inc. (Company) as of Bn&012 and 2011, and the related
consolidated statements of income, comprehenso@ne, stockholders’ equity, and cash flows forytears then ended. The Company’s
management is responsible for these financialrstés. Our responsibility is to express an opiminrthese consolidated financial statements
based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet dndbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. The Company is not required to hamewere we engaged to perform, an audit of isrirdl control over financial reporting.
Our audits included consideration of internal cohtiver financial reporting as a basis for desigranditing procedure that are appropriate in
the circumstances, but not for the purpose of esging an opinion on the effectiveness of the Coryjganternal control over financial
reporting. Accordingly, we express no such opinidn.audit includes examining, on a test basis, @we supporting the amounts and
disclosures in the financial statements. An audit ncludes assessing the accounting principled asd significant estimates made by
management, as well as evaluating the overall fimhistatement presentation. We believe that oditeprovide a reasonable basis for our
opinion.

In our opinion, the consolidated financial statetegrferred to above present fairly, in all matenégpects, the consolidated financial posi
of IF Bancorp, Inc. as of June 30, 2012 and 20ad,the results of its operations and its cash flfowshe years then ended in conformity v
accounting principles generally accepted in thetdthStates of America.

/s/ BKD, LLP
Decatur, lllinois
September 19, 2012
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IF Bancorp, Inc.
Consolidated Balance Sheets
June 30, 2012 and 2011

(in thousands)

Assets

Cash and due from banks

Interes-bearing demand depos
Cash and cash equivalel

Interes-bearing time deposits in ban

Available-for-sale securitie

Loans, net of allowance for loan losses of $3,581 3,149 at June 30, 2012 and 2

Premises and equipment, net of accumulated deficeciaf $5,230 and $4,800 at June 30, 2012 and
Federal Home Loan Bank stock, at ¢

Foreclosed assets held for s

Accrued interest receivab

Bank-owned life insuranc

Mortgage servicing right

Deferred income taxe

Other
Total asset

See Notes to Consolidated Financial Statements
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2012 2011
$ 7,62 $ 53,81
57C 6,69¢
8,19: 60,50¢
25C 25C
223,30t 190,27:
258,91( 240,02(
4,35¢ 4,09¢
4,17¢ 3,121
1,26¢ 71C
1,861 1,68¢
7,49¢ 7,23¢
32¢ 40¢
— 337
1,18¢ 2,17¢
$511,33(  $510,81¢




Table of Contents

Liabilities and Stockholders’ Equity

Liabilities
Deposits
Demanc
Savings, NOW and money marl
Certificates of depos
Brokered certificates of depo:
Total deposit:
Federal Home Loan Bank advan
Advances from borrowers for taxes and insure
Deferred income taxe
Accrued pos-retirement benefit obligatio
Accrued interest payab
Other
Total liabilities

Commitments and Contingencies
Stockholders Equity

Common stock, $.01 par value, 100,000,000 shatbe®@zed, 4,811,255 shares issued and outstal

Additional paic-in capital

Unearned ESOP shares, at cost, 365,655 sharesea80u201:

Retained earning
Accumulated other comprehensive income, net o

Total stockholder equity
Total liabilities and stockholde’ equity

F-4

2012 2011
$ 10,60: $ 8,40(
133,68t 230,28
188,69. 199,38
11,50 6,001
344,480 444,06!
75,00( 22,50(
95¢ 841
12€ —
2,18¢ 1,93
43 15€
1,887 1,87¢
424,68, 471,37
48 —
46,37: —
(3,656) —
38,72 37,32¢
5,15¢ 2,11¢
86,64 39,44
$511,33(  $510,81(
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IF Bancorp, Inc.
Consolidated Statements of Income
Years Ended June 30, 2012 and 2011

(in thousands)

Interest Income
Interest and fees on loa
Securities
Taxable
Tax-exempt
Federal Home Loan Bank dividen
Deposits with financial institutior
Total interest and dividend incor
Interest Expense
Deposits
Federal Home Loan Bank advant
Total interest expens
Net Interest Income

Provision for Loan Losses
Net Interest Income After Provision for Loan Losses
Noninterest Income
Customer service fet
Other service charges and ft
Insurance commissior
Brokerage commissior
Net realized gains on sales of availi-for-sale securitie
Mortgage banking income, n
Bank-owned life insurance income, r
Other

Total noninterest incom

See Notes to Consolidated Financial Statements
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2012 2011
$12,177  $12,64!
568(  4,16¢
12( 122
4 2
20 7
18,000 16,94
287¢ 4,09
90¢ 89t
3,78¢ _ 4,98¢
14,217 11,95
1,12¢ 1,351
13,09: 10,60:
60C 601
228 241
69C 55¢
521 61z
527 25¢
317 692
25¢ 257
572 59C
3,708 3,811




Table of Contents

Noninterest Expense
Compensation and benef
Office occupanc
Equipment
Federal deposit insuran
Stationary, printing and offic
Advertising
Professional service
Audit and examination
Telephone and posta
Gain on foreclosed assets,
Charitable contribution
Other

Total noninterest expen:

Income Before Income Tax

Provision for Income Taxes
Net Income
Earnings Per Share:

Basic and diluted (Note 1.

Dividends Paid Per Share

F-6

2012 2011
$ 718  $ 6,550
44¢ 454
72C 63€
287 41F
161 14C
317 29¢
32t 192
36€ 182
227 207
(36) (107)
3,611 30
1,227 1,18¢
14,83¢ 10,18¢
1,95¢ 4,22¢
55¢ 1,39¢
$1,40C $ 2,83

$ 32 $ —
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IF Bancorp, Inc.
Consolidated Statements of Comprehensive Income
Years Ended June 30, 2012 and 2011
(in thousands)

2012 2011
Net Income $1,40C  $2,83(
Other Comprehensive Income (Loss
Unrealized appreciation (depreciation) on availdblesale securities, net of taxes of $1,932 and $(368)2012
and 2011, respective 3,151 (59¢)
Postretirement health plan amortization of traasitbbligation and prior service cost and changweinoss, net ¢
taxes of $(65) and $(49) for 2012 and 2011, repedgt (106€) (79)
Other comprehensive income (loss), net of 3,04¢ (677)
Comprehensive Income $4,445  $2,15:

See Notes to Consolidated Financial Statements
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IF Bancorp, Inc.
Consolidated Statements of Stockholders’ Equity
Years Ended June 30, 2012 and 2011
(in thousands)

Accumulated

Additional Unearnec Other
Common Paid-In ESOP Retained Comprehensive
Stock Capital Shares Earnings Income Total

Balance, July 1, 201( $ — $ — $ — $34,49¢ $ 2,79C $37,28t¢

Net income — — — 2,83( — 2,83(

Other comprehensive lo — — — — (677) (677)

Balance, June 30, 201 — — — 37,32¢ 2,113 39,44:

Net income — — — 1,40( — 1,40(

Other comprehensive incor — — — — 3,04 3,04t
Common stock issued in initial public offering, 218255

shares, net of issuance costs of $1, 48 46,34( — — — 46,38¢

Acquisition of ESOP shares, 384,900 sh: — — (3,849 — — (3,849

ESOP shares earned, 19,245 sh — 31 193 — — 224

Balance, June 30, 201 $ 48 $46,37. $(3,656) $38,72( $ 5,15¢  $86,64¢

See Notes to Consolidated Financial Statements
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IF Bancorp, Inc.
Consolidated Statements of Cash Flows
Years Ended June 30, 2012 and 2011

(in thousands)

2012 2011
Operating Activities
Net income $ 1,40C $ 2,83«
Items not requiring (providing) ca:
Depreciatior 43C 392
Provision for loan losse 1,12t 1,351
Amortization of premiums and discounts on secwy 1,17z 69C
Deferred income taxe (1,4072) (2393)
Net realized gains on loan sa (317 (693)
Net realized gains on sales of availi-for-sale securitie (529 (259
Gain on foreclosed real estate held for ! (36) (107)
Bank-owned life insurance income, r (259) (257)
Originations of loans held for s¢ (16,427 (23,339
Proceeds from sales of loans held for 16,81¢ 24,23
ESOP compensation exper 224 —
Contribution of stock to the Foundati 3,14¢ —
Changes ir
Accrued interest receivab 77 34
Other asset 98¢ (70)
Accrued interest payab (115) (27)
Other liabilities 87 574
Net cash provided by operating activit 6,141 5,12¢
Investing Activities
Net increase in intere-bearing deposit — (250
Purchases of availal-for-sale securitie (199,03) (171,11)
Proceeds from the sales of availi-for-sale securitie 67,30¢ 81,17¢
Proceeds from maturities and paydowns of avai-for-sale securitie 103,12¢ 24,01(
Net change in loar (21,33) (8,099
Purchase of FHLB stock own (1,059 —
Purchase of premises and equiprr (689) (312
Proceeds from the sale of foreclosed as 79t 37C
Net cash used in investing activiti (50,879 (74,209

See Notes to Consolidated Financial Statements
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Financing Activities
Net increase (decrease) in demand deposits, moaggetmNOW and savings accou
Net increase (decrease) in certificates of depiositiding brokered certificate
Net increase in advances from borrowers for taresimsuranct
Proceeds from Federal Home Loan Bank adva
Repayment of Federal Home Loan Bank adva
Proceeds from issuance of common stock, net o
Stock issuance from employee stock ownership plaahase
Net cash provided by (used in) financing activi
Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of Yee
Cash and Cash Equivalents, End of Yea
Supplemental Cash Flows Information

Interest paic
Income taxes paid (net of refunc
Foreclosed assets acquired in settlement of |

Supplemental disclosure of noncash financing actities
With the initial public offering in July 2011, thieompany loaned $3,849 to the Employee Stock
Ownership Plan, which was used to acquire 384,8860es of the Company’s common stock. The loan is
secured by the shares purchased and is shown ashedeESOP shares in the consolidated balance
sheets. Payments on the loan in the fiscal yeardeddne 30, 2012, were $262 which included $144 in
principal and $118 in interest. In addition, then@@any donated 314,755 shares valued at $3,148 to a
charitable foundatior

F-10

2012 2011
$ (94,390  $121,35!
(5,190 2,15:
114 11
557,50 13,00(
(505,00() (13,000
43,24( (76€)
(3,849 —
(7,575 122,75
(52,315 53,67
60,50¢ 6,83¢
$ 8,19:  $ 60,50t
$ 3,89¢ $ 501
$ 216¢ $ 167
$ 1,317 $  47€
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IF Bancorp, Inc.
Notes to Consolidated Financial Statements
June 30, 2012 and 2011
(Table dollar amounts in thousands)

Note 1: Nature of Operations and Summary of Signifiant Accounting Policies
Nature of Operations

IF Bancorp, Inc., a Maryland corporation (the “Canp”), was formed in March 2011 to become the gjdiompany for Iroquois
Federal Savings and Loan Association (the “Assmrigt upon completion of the Association’s conversfrom the mutual form of
organization to the stock holding company form @famization (the “Conversion”) on July 7, 2011.

On March 8, 2011, the Association’s Board of Dicestadopted a Plan of Conversion (“Plan”), as aredrah March 8, 2011, setting
forth the terms of the Conversion. In the Converstbe Association became a wholly owned subsidifithe Company, and the
Company issued and sold shares of its common spaecksalue $0.01 per share, to eligible membeth@fssociation. A total of
4,811,255 shares of common stock were issued inffeeng. A total of 4,496,500 shares were soldlaly 7, 2011 in the Conversion at
$10 per share, raising $44,965,000 of gross pracddte Company also donated 7% of the sharesrsofetioffering, or a total of
314,755 shares, to a newly established charitabiedation (the “Foundation”lhe Association also contributed $450,000 in casthé
Foundation. The 314,755 donated shares were val®8,147,550 ($10.00 per share) at the time oftimsummation of the
Conversion. This $3,147,550 and the $450,000 cashtitbn were both expensed during the quarter eSeptember 30, 2011.

The subscription offering resulted in the receip$bl3 million in subscriptions including transférem deposit accounts, ESOP, and
401(k) accounts, which was in excess of the maxiraumunt of shares to be offered under the PladuAé 30, 2011, $113 million w
held in escrow and reflected in deposits. Duriregdbarter ended September 30, 2011, the Associafonded approximately $68.9
million to subscribers. The Company establishedraployee stock ownership plan that purchased 8tteatotal shares issued in the
offering, or 384,900 shares, for a total of $3,889, IF Bancorp, Inc.’s common stock began tradginghe NASDAQ Capital Market
under the symbol “IROQ” on July 8, 2011.

The cost of the Conversion and issuing the capitadk were deferred and deducted from the procekile offering on July 7, 2011.
For the period January 1, 2011 through June 301,20& Association had incurred approximately $268,in conversion costs, which
were included in other assets on the balance slidene 30, 2011. The total amount of the conversists was approximately $1.73
million and was netted from the Conversion proceeds

In accordance with applicable regulations, at ilme tof the Conversion, the Association substantiastricted its retained earnings by
establishing a liquidation account. The liquidatamtount will be maintained for the benefit of éllg holders who continue to maintain
their accounts at the Association after the Coneers he liquidation account will be reduced anhutd the extent that eligible accou
holders have reduced their qualifying deposits.sBghent increases will not restore an eligible aatbolder’s interest in the

liquidation account. In the event of a completeailitation of the Association, and only in such eyeath eligible account holder will be
entitled to receive a distribution from the liqutid@ account in an amount proportionate to the stéjl qualifying account balances then
held. The Association may not pay dividends if thds/idends would reduce equity capital below #nguired liquidation account
amount.
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IF Bancorp, Inc.
Notes to Consolidated Financial Statements
June 30, 2012 and 2011
(Table dollar amounts in thousands)

The Company owns 100% of the outstanding shartseafapital stock of the Association. The Compangrimarily engaged in
providing a full range of banking and financial\sees to individual and corporate customers withib00-mile radius of its locations in
Watseka, Danville, Clifton, and Hoopeston, Illinaisd Osage Beach, Missouri. The principal actigftthe Association’s whollyswnec
subsidiary, L.C.I. Service Corporation (“L.C.1.7} the sale of property and casualty insurance.Qt¢mapany is primarily engaged in t
business of directing, planning, and coordinathmgltusiness activities of the Association. The Camypand Association are subject to
competition from other financial institutions. T@@®@mpany and Association are also subject to theladgn of certain federal and state
agencies and undergo periodic examinations by treggdatory authorities.

Principles of Consolidation

The consolidated financial statements include to®ants of the Company, the Association and Astioaia wholly owned
subsidiary, L.C.I. All significant intercompany axmts and transactions have been eliminated inotidasion.

Operating Segment

The Company provides community banking serviceguiing such products and services as loans, icatts of deposits, savings
accounts, and mortgage originations. These aet$vdre reported as a single operating segment.

The Company does not derive revenues from, or hasets located in, foreign countries, nor doesritzd revenues from any single
customer that represents 10% or more of the Compéauigal revenues.

Use of Estimates

The preparation of financial statements in confoymiith accounting principles generally acceptethia United States of America
requires management to make estimates and assas it affect the reported amounts of assetsiabitities and disclosure of
contingent assets and liabilities at the date effithancial statements and the reported amounesvehues and expenses during the
reporting period. Actual results could differ frahose estimates.
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Material estimates that are particularly suscegtiblsignificant change relate to the determinatibtihe allowance for loan losses and
the valuation of real estate acquired in conneatith foreclosures or in satisfaction of loansr falue measurements and
classifications of investment securities, loan &émg rights and income taxes.

I nterest-bearing Depositsin Banks

Interest-bearing deposits in banks mature withia fiears and are carried at cost.

Cash Equivalents

The Company considers all liquid investments witiginal maturities of three months or less to bshcaquivalents. At June 30, 2012
and 2011, cash equivalents consisted primarilyooimterest bearing deposits and interest bearintpdd deposits.

The Company’s interest bearing deposits are heloeaFHLB and Federal Reserve Bank and are fuliranteed for the entire amount
in the account.

Effective July 21, 2010, the FDIC's insurance lgnitere permanently increased to $250,000. At JOn@(@L2, the Company'’s interest-
bearing cash accounts do not exceed the federsllyéd limits.

Securities

Securities are classified as “available for saled eecorded at fair value, with unrealized gaind lmsses excluded from earnings and
reported in other comprehensive income. Purchasmipms and discounts are recognized in intereshiiecusing the interest method

over the terms of the securities. Gains and lossdhe sale of securities are recorded on the ttateand are determined using the
specific identification method.

LoansHeld for Sale

Mortgage loans originated and intended for sathénsecondary market are carried at the lower sif @ofair value in the aggregate. |
unrealized losses, if any, are recognized throughl@ation allowance by charges to noninterestrimeoGains and losses on loan sales

are recorded in noninterest income, and direct trajination costs and fees are deferred at orfginaf the loan and are recognized in
noninterest income upon sale of the loan.
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Loans

Loans that management has the intent and abilitykd for the foreseeable future or until matudtypayoffs are reported at their
outstanding principal balances adjusted for unehimeome, charge-offs, the allowance for loan lesaaed any unamortized deferred
fees or costs on originated loans.

For loans amortized at cost, interest income isusrtbased on the unpaid principal balance. Logination fees, net of certain direct
origination costs, are deferred and amortizedlaese yield adjustment over the respective terrthefloan.

The accrual of interest on loans is discontinuetti@time the loan is 90 days past due unlessréutds well-secured and in process of
collection. Past due status is based on contrattrak of the loan. In all cases, loans are placedonaccrual or charged off at an
earlier date if collection of principal or interéstconsidered doubtful.

All interest accrued but not collected for loanattare placed on nonaccrual or charged off aresedeagainst interest income. The
interest on these loans is accounted for on thie-lbasis or cost-recovery method, until qualifying feturn to accrual. Loans are
returned to accrual status when all the principal imterest amounts contractually due are brougireat and future payments are
reasonably assured.

Allowance for Loan Losses

The allowance for loan losses is established agtoare estimated to have occurred through a wovisr loan losses charged to
income. Loan losses are charged against the allewahen management believes the uncollectibility lifan balance is confirmed.
Subsequent recoveries, if any, are credited tafibevance.

The allowance for loan losses is evaluated on alaedpasis by management and is based upon manageperiodic review of the
collectibility of the loans in light of historicalxperience, the nature and volume of the loan gl@tfadverse situations that may affect
the borrower’s ability to repay, estimated valueo§ underlying collateral and prevailing econogoaditions. This evaluation is
inherently subjective as it requires estimates éinatsusceptible to significant revision as mofermation becomes available.

The allowance consists of allocated and generapom@nts. The allocated component relates to Idemtsate classified as impaired. |
those loans that are classified as impaired, awalice is established when the collateral valubefmpaired loan is lower than the
carrying value of that loan. The general comporertrs nonclassified loans and is based on histacftarge-off experience and
expected loss given default derived from the Comfsaimternal risk rating process. Other adjustmerdy be made to the allowance
pools of loans after an assessment of internaktereal influences on credit quality that are ndlyfreflected in the historical loss or
risk rating data.
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A loan is considered impaired when, based on ctiméormation and events, it is probable that tlmPany will be unable to collect
the scheduled payments of principal or interestnndhge according to the contractual terms of tha lgreement. Factors considered by
management in determining impairment include payrataius, collateral value and the probability afacting scheduled principal and
interest payments when due. Loans that experiemsignificant payment delays and payment shortéglserally are not classified as
impaired. Management determines the significanqeagfnent delays and payment shortfalls on a cassbg basis, taking into
consideration all of the circumstances surroundliregloan and the borrower, including the lengtthefdelay, the reasons for the delay,
the borrowers prior payment record and the amount of the shlbitf relation to the principal and interest owadpairment is measur:
on a loan-by-loan basis for commercial and consitudoans by either the present value of expefiiede cash flows discounted at the
loan’s effective interest rate, the loan’s obtaleaharket price or the fair value of the collatéfdhe loan is collateral dependent.

Groups of loans with similar characteristics, imihg individually evaluated loans not determinedédimpaired, are collectively
evaluated for impairment based on the group’s hitsibloss experience adjusted for changes in geoohditions and other relevant
factors that affect repayment of the loans.

Premises and Equipment

Depreciable assets are stated at cost less acdechdiepreciation. Depreciation is charged to expeising the straightne method ove
the estimated useful lives of the assets.

The estimated useful lives for each major depréeialassification of premises and equipment ar@ksvs:

Buildings and improvemen 35-40 year
Equipment 3-5 year:

Federal Home Loan Bank Stock

Federal Home Loan Bank stock is a required investrfu institutions that are members of the Fedel@he Loan Bank system. The
required investment in the common stock is based predetermined formula.

The Company owned $4,175,000 and $3,121,000 ofreReHeme Loan Bank stock as of June 30, 2012 aidd ?&spectively. The
increase in Federal Home Loan Bank stock allowedbmpany to increase borrowing capacity of Fedéomhe Loan Bank advances.
The Federal Home Loan Bank of Chicago (FHLB) wasraping under a Consent Cease and Desist Ordeng& Order”) from its
regulator, the Federal Housing Finance Board. Hamean April 18, 2012, they announced that the Faddousing Finance Agency
had agreed to terminate the Consent Order effentimeediately. During the year ended June 30, 26H2,B’s new capital structure a
repurchase plan were approved by the FHFA. Thiscapital structure established two
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subclasses of stock effective January 1, 2012ttledepurchase plan allows members to requestited@&HLB repurchase all or a
portion of their excess FHLB stock on designatguirehase dates. The FHLB continues to providedigywiand funding through
advances. With regard to dividends, the FHLB wilhtinue to assess its dividend capacity each quamni make appropriate request for
approval. In calendar year 2011 the FHLB declaretiaid four quarterly dividends at an annualizgé of 10 basis points per share
calendar year 2012, a first quarter dividend wad phan annualized rate of 25 basis points peteshiad a second quarter dividend was
declared at an annualized rate of 30 basis poarttsipare. Management performed an analysis asef3 2012 and 2011 and deemed
the cost method investment in FHLB stock was ultetyarecoverable.

Foreclosed Assets Held for Sale

Assets acquired through, or in lieu of, loan foosalre are held for sale and are initially recoralefhir value less cost to sell at the date
of foreclosure, establishing a new cost basis. &qient to foreclosure, valuations are periodigadlsformed by management and the
assets are carried at the lower of carrying amoufdir value less cost to sell. Revenue and exgefrom operations and changes in the
valuation allowance are included in net incomexgease from foreclosed assets.

Bank-owned Life |nsurance

Bank-owned life insurance policies are reflectedtenconsolidated balance sheets at the estimatddstirrender value. Changes in the
cash surrender value are reflected in nonintenesime in the consolidated statements of income.

Feelncome

Loan origination fees, net of direct originatiorst®) are recognized as income using the level-yiglthod over the contractual life of
the loans.

Mortgage Servicing Rights

Mortgage servicing assets are recognized sepanatap rights are acquired through purchase or tir@ale of financial assets. Under
the servicing assets and liabilities accountinglgnce (ASC 860-50), servicing rights resulting fribra sale or securitization of loans
originated by the Company are initially measurethatvalue at the date of transfer. The Compars/diacted to initially and
subsequently measure the mortgage servicing rightsonsumer mortgage loans using the fair valuthote Under the fair value
method, the servicing rights are carried in thebed sheet at fair value and the changes in faieare reported in earnings in the
period in which the changes occur.
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Fair value is based on market prices for companaloldgage servicing contracts, when available Jtermatively, is based on a valuat
model that calculates the present value of estidnaiteire net servicing income. The valuation madebrporates assumptions that
market participants would use in estimating futoeg servicing income, such as the cost to sertheegiscount rate, the custodial
earnings rate, an inflation rate, ancillary incom@&payment speeds and default rates and lossese Thariables change from quarter to
quarter as market conditions and projected inteatss change, and may have an adverse impaceaalie of the mortgage servicing
right and may result in a reduction to noninteiesbme.

Servicing fee income is recorded for fees earneddovicing loans. The fees are based on a conbpercentage of the outstanding
principal or a fixed amount per loan and are reedrds income when earned. The change in fair \adloertgage servicing rights is
netted against loan servicing fee income.

Transfers of Financial Assets

Transfers of financial assets are accounted feakes, when control over the assets has been daregh Control over transferred assets
is deemed to be surrendered when (1) the assetshean isolated from the Company — put presumptiveyond the reach of the
transferor and its creditors, even in bankruptcgtber receivership, (2) the transferee obtainsitite (free of conditions that constrain

it from taking advantage of that right) to pledgeemchange the transferred assets and (3) the Gonumes not maintain effective
control over the transferred assets through areaggat to repurchase them before their maturithembility to unilaterally cause the
holder to return specific assets.

Income Taxes

The Company accounts for income taxes in accordaitbéncome tax accounting guidance (ASC 7Mi@pome Taxey The income tax
accounting guidance results in two components adrime tax expense: current and deferred. Curreatriadax expense reflects taxes to
be paid or refunded for the current period by aimglyhe provisions of the enacted tax law to thelde income or excess of deductions
over revenues. The Company determines deferrednia¢axes using the liability (or balance sheethmét Under this method, the net
deferred tax asset or liability is based on theetfects of the differences between the book ardbéses of assets and liabilities, and
enacted changes in tax rates and laws are recabinizbe period in which they occur.

Deferred income tax expense results from changdseferred tax assets and liabilities between peribeferred tax assets are
recognized if it is more likely than not, basedtba technical merits, that the tax position willfealized or sustained upon examination.
The term more likely than not means a likelihoodnaire than 50 percent; the terms examined and epamination also include
resolution of the related appeals or litigationgasses, if any. A tax position that meets the niikedy-than-not recognition threshold is
initially and subsequently measured as the largestunt of tax benefit that has a greater than B50epeé likelihood of being realized
upon
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settlement with a taxing authority that has fulblutedge of all relevant information. The determioatof whether or not a tax position
has met the more-likely-than-not recognition thaddltonsiders the facts, circumstances and infaomavailable at the reporting date
and is subject to management’s judgment. Defeards$sets are reduced by a valuation allowanbaskd on the weight of evidence
available, it is more likely than not that sometjwar or all of a deferred tax asset will not belizzal.

The Company recognizes interest and penaltiesanria taxes as a component of income tax expense.
The Company files consolidated income tax returitls its subsidiary.

Earnings Per Share

Basic earnings per share represents income awatiatliommon stockholders divided by the weight-agemumber of common shares
outstanding during each year.

Comprehensive | ncome

Comprehensive income consists of net income arel cdmprehensive income (loss), net of applicaiterne taxes. Other
comprehensive income (loss) includes unrealizedemjgttion (depreciation) on available-for-sale sii@s and changes in the funded
status of the postretirement health benefit plan.

Transfers between Fair Value Hierarchy Levels

Transfers in and out of Level 1 (quoted marketgsjcLevel 2 (other significant observable inpats)l Level 3 (significant unobserva
inputs) are recognized on the period ending date.

Reclassifications

Certain reclassifications have been made to th& fiidncial statements to conform to the 2012 foialrstatement presentation. These
reclassifications had no effect on net income.

Recent and Future Accounting Requirements

In December 2011, the Financial Accounting Stansi@&aiard (FASB) issued Accounting Standards Updagt)) No. 2011-11
“Balance Sheet (Topic 210)—Disclosures about OfifsgtAssets and Liabilities.” ASU 2011-11 requigesentity to disclose both gross
information and net information about both instruniseand transactions eligible for offset in theestzent of financial position and
instruments and transactions subject to an agreesmaitar to a master netting arrangement. ASU 201 1s effective for annual
reporting periods beginning on or after Januar301L3, and interim periods within those annual giridRetrospective disclosure is
required for all comparative periods presented. Company is assessing the impact of ASU 2011-litsafisclosures.
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In June 2011, the FASB issued ASU No. 2011-05 “Caiensive Income (Topic 220)—Presentation of Coimgmsive Income.” ASU
2011-05 requires that all non-owner changes irkstolders’ equity be presented either in a singletiooious statement of
comprehensive income or in two separate but cotisecstatements. In both choices, an entity is ireguto present each component of
net income along with total net income, each comnepbf other comprehensive income along with d fotaother comprehensive
income, and a total amount for comprehensive incémBecember 2011, FASB issued ASU No. 2011-1Zivklefers the effective
date of the requirement in ASU 2011-05 to presemhs$ that are reclassified from accumulated otbemprehensive income to net
income alongside their respective components ofreeime and other comprehensive income. ASU 201d&5effective
retrospectively for fiscal years, and interim pddavithin those years, beginning after Decembel03 1. The effect of applying this
standard is reflected in the Consolidated Statesn@€omprehensive Income and Consolidated StatesneéiStockholders’ Equity.

In May 2011, the FASB issued ASU No. 2011-04 “Rétue Measurement (Topic 820)—Amendments to Achi@eenmon Fair Value
Measurement and Disclosure Requirements in U.S. BAAd IFRSs.” ASU 2011-04 changed the wording tsescribe many of the
requirements in U.S. GAAP for measuring fair vadunel for disclosing information about fair value m@a@ments. Consequently, the
amendments in this update result in common fainezaheasurement and disclosure requirements inGABP and IFRSs (Internatior
Financial Reporting Standards). ASU 2011-04 wasotiffe prospectively during interim and annual gési beginning on or after
December 15, 2011. Early application by publicteagiwas not permitted. The effect of applying #tsndard is reflected in Note 15 —
Fair Value Measurements.

Note 2: Restriction on Cash and Due From Banks

The Company is required to maintain reserve fundssh and/or on deposit with the Federal Reseavd Brhe reserve required at
June 30, 2012 and 2011, was $25,000.
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Note 3: Securities
The amortized cost and approximate fair valuesttogy with gross unrealized gains and losses,mirgies are as follows:

Gross Gross
Unrealized Unrealized
Amortized
Cost Gains Losses Fair Value
Available-for-sale Securities:
June 30, 201z

U.S. Government and federal agency and Governnpentsered
enterprises (GSE: $155,12: $ 5,83« $ — $160,95¢
Mortgage-backedc— GSE residentic 56,60: 2,26¢ (2 58,86
State and political subdivisiol 3,221 26( — 3,481

$21494¢ $ 836: $  (2)  $223,30¢

June 30, 2011
U.S. Government and federal agency and Governnpantsered

enterprises (GSE: $149,79: $ 3,13: $ (79¢) $152,12°
Mortgage-backedc— GSE residentic 34,724 844 (32 35,53¢
State and political subdivisiol 2,481 12¢ — 2,61(

$186,99¢ $ 4,108 $ (826)  $190,27:

With the exception of U.S. Government and fedegainey and GSE securities and GSE residential mngetpacked securities with a
book value of $155,124,000 and $56,601,000, resmdgtand a market value of $160,958,000 and $58@B®), respectively at June 30,
2012, the Company held no securities at June 3® &6h a book value that exceeded 10% of totaltgqu

All mortgage-backed securities at June 30, 2012281d were issued by government sponsored entespris
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The amortized cost and fair value of availabledale securities at June 30, 2012, by contractutinitg are shown below. Expected
maturities will differ from contractual maturitié®cause issuers may have the right to call or grepkbgations with or without call or
prepayment penalties.

Amortized
Cost Fair Value
Within one year $ 507 $ 50¢
One to five year 51,60« 55,82¢
Five to ten year 106,17( 108,03:
After ten year: 64 69
158,34! 164,43¢
Mortgage-backed securitie 56,60 58,86
Totals $214,94¢ $223,30¢

The carrying value of securities pledged as caldt¢o secure public deposits and for other pueppwas $56,298,000 at June 30, 2012
and $56,140,000 at June 30, 2011.

Gross gains of $532,000 and $434,000 and grossdasst9,000 and $175,000 resulting from salevailable-for-sale securities were
realized for 2012 and 2011, respectively. The tawigion applicable to these net realized gainsarted to approximately $211,000
and $104,000, respectively.

Certain investments in debt securities are repantdide consolidated financial statements at aniarniess than their historical cost.
Total fair value of these investments at June B@22was $2,069,000, which is approximately 1%hef€ompany’s available-for-sale
investment portfolio. These declines primarily fé=di from recent increases in market interest ratesfailure of certain investments to
maintain consistent quality ratings. There were2$886,000 of investments with unrealized lossesf dsine 30, 2011.

Management believes the declines in fair valudtfese securities are temporary.
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The following table shows the Company’s investmegtsss unrealized losses and fair value of the @amy’s investments with
unrealized losses that are deemed to be othertémaperarily impaired, aggregated by investmentgateand length of time that
individual securities have been in a continuougalized loss position at June 30, 2012:

Less Than 12 Months 12 Months or More Total
Unrealized Unrealized Unrealizec
Description of
Securities Fair Value Losses Fair Value Losses Fair Value Losses
Mortgagebacked:
GSE residentiz $ 2,06¢ $ (2) $ — $ — $ 2,06¢ $ (2
Total temporarily impaired securiti $ 2,06¢ $ (2) $ — $ — $ 2,06¢ $ (2)

The unrealized losses on the Company'’s investnmergsidential mortgage-backed securities were chbigénterest rate increases. The
Company expects to recover the amortized cost basisthe term of the securities. Because the meeai market value is attributable
changes in interest rates and not credit qualitg,lzecause the Company does not intend to selhtiestments and it is not more likely
than not the Company will be required to sell theestments before recovery of their amortized bases, which may be maturity, the
Company does not consider those investments tohee-than-temporarily impaired at June 30, 2012.

Note 4: Loans and Allowance for Loan Losses
Classes of loans at June 30, include:

2012 2011

Real estate loar
One-to-four family, including home equity loat $147,68t $148,44¢
Multi-family 38,547 26,29¢
Commercia 32,92t 27,40:
Home equity lines of cred 8,99/ 10,04:
Constructior 8,39¢ 4,03¢
Commercia 13,917 12,06¢
Consume 13,57¢ 15,77¢
264,04 244,07¢

Less

Unearned fees and discounts, 63 19
Loans in proces 1,53¢ 89C
Allowance for loan losse 3,531 3,14¢
Loans, ne $258,91( $240,02(
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The Company had loans held for sale included irtorfeur family real estate loans totaling $179,@0@ $0 as of June 30, 2012 and
2011, respectively.

The Company believes that sound loans are a negessh desirable means of employing funds availédslénvestment. Recognizing
the Company’s obligations to its depositors anthéocommunities it serves, authorized personneégpected to seek to develop and
make sound, profitable loans that resources pemdtthat opportunity affords. The Company maintéensling policies and procedures
in place designed to focus our lending effortstantypes, locations, and duration of loans most@pfate for our business model and
markets. The Company’s principal lending activitythe origination of one-to four-family residentimbrtgage loans but also includes
multi-family loans, commercial real estate loans, homatgdines of credits, commercial business loamgisumer (consisting primari
of automobile loans), and, to a much lesser extamtstruction loans and land loans. The primardilem market includes the lllinois
counties of Vermilion and Iroquois, as well as dugacent counties in Illinois and Indiana. The Campalso has a loan production and
wealth management office in Osage Beach, Missadnich serves the Missouri counties of Camden, Vikend Morgan. Generally,
loans are collateralized by assets, primarily esthte, of the borrowers and guaranteed by indiedThe loans are expected to be
repaid from cash flows of the borrowers or fromgaeds from the sale of selected assets of thevberso

Management reviews and approves the Company’srigralilicies and procedures on a routine basis. lfimant routinely (at least
quarterly) reviews our allowance for loan lossed @ports related to loan production, loan quatibncentrations of credit, loan
delinquencies and non-performing and potential lgrokdoans. Our underwriting standards are desigo@thcourage relationship
banking rather than transactional banking. Relatigmbanking implies a primary banking relationskith the borrower that includes,
at minimum, an active deposit banking relationshipddition to the lending relationship. The iniggand character of the borrower are
significant factors in our loan underwriting. Apart of underwriting, tangible positive or negatesddence of the borrower’s integrity
and character are sought out. Additional significarderwriting factors beyond location, duratidme sound and profitable cash flow
basis underlying the loan and the borrower’s charaare the quality of the borrower’s financialtbry, the liquidity of the underlying
collateral and the reliability of the valuationtbe underlying collateral.

The Company’s policies and loan approval limitsestablished by the Board of Directors. The loditefs generally have authority to
approve one-to-four family residential mortgagen®ap to $100,000, other secured loans up to $80&@ unsecured loans up to
$10,000. Managing Officers (those with designatethlapproval authority), generally have authogtgpprove one-to-four family
residential mortgage loans up to $300,000, otheursel loans up to $300,000, and unsecured loats $p50,000. In addition, any two
individual officers may combine their loan authgiitits to approve a loan. Our Loan Committee rapprove one-to-four family
residential mortgage loans, commercial real edtates, multifamily real estate loans and land loans up to $L in aggregate loa
or $750,000 for individual loans, and unsecured$oap to $500,000. All loans above these limitstrhesapproved by the Operating
Committee, consisting of the Chairman, the Presjdard up to four other Board members. At no tima borrower’s total borrowing
relationship to exceed our regulatory lending lihitans to related parties, including executivéceffs and the Comparsytirectors, ar
reviewed for compliance with regulatory guidelirsesl the board of directors at least annually.
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The Company conducts internal loan reviews thatate the loans against the Compangan policy quarterly for mortgage, consur
and small commercial loans on a sample basis, lhtedger commercial loans on an annual basis. B@gg January 1, 2011, the
Association also began receiving independent leaiews performed by a third party on larger comna¢toans to be performed
annually. In addition to compliance with our politle loan review process reviews the risk assessmeade by our credit department,
lenders and loan committees. Results of thesews\véee presented to management and the boardectatis.

The Company’s lending can be summarized into smamy areas; one-to-four family residential mortgdgans, commercial real estate
and multi-family real estate loans, home equitgdiof credits, real estate construction, commebeiainess loans, and consumer loans.

One-to-four family Residential Mortgage Loans

The Company offers one-to four-family residentiarigage loans that conform to Fannie Mae and Feellidic underwriting standards
(conforming loans) as well as non-conforming lodngecent years there has been an increased deordodg-term fixed-rate loans,
as market rates have dropped and remained nearitistwvs. As a result, the Company has sold atantial portion of the fixed-rate
one-to-four family residential mortgage loans wiighms of 15 years or greater. Generally, the Competains fixed-rate one-to-four
family residential mortgage loans with terms oElésan 15 years, although this has representedith gencentage of the fixexdhte loan
originated in recent years due to the favorablgtmm rates for borrower.

In addition, the Company also offers home equignkbthat are secured by a second mortgage on tieneo's primary or secondary
residence. Home equity loans are generally und#enrusing the same criteria used to underwritetorfeur family residential
mortgage loans.

As one-to-four family residential mortgage and haemaity loan underwriting are subject to speciéigulations, the Company typically
underwrites its one-to-four family residential mgage and home equity loans to conform to widelypted standards. Several factors
are considered in underwriting including the vadfi¢he underlying real estate and the debt to ireand credit history of the borrower.

Commercial Real Estate and Multi-Family Real Estatans

Commercial real estate mortgage loans are primseityired by office buildings, owner-occupied busses, strip mall centers, farm
loans secured by real estate and churches. Inwrilieg commercial real estate and multi-family Ireatate loans, the Company
considers a number of factors, which include tligguted net cash flow to the loan’s debt servicpiirement, the age and condition of
the collateral, the financial resources and incéewel of the borrower and the borrower’s experieimcewning or managing similar
properties. Personal guarantees are typically imddbirom commercial real estate and multi-familgl estate borrowers. In addition, the
borrower’s financial information on such loans ismitored on an ongoing basis by
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requiring periodic financial statement updates. fdmayment of these loans is primarily dependerthercash flows of the underlying
property. However, the commercial real estate pamerally must be supported by an adequate undgrbgllateral value. The
performance and the value of the underlying prop@idy be adversely affected by economic factorgemgraphical and/or industry
specific factors. These loans are subject to atterstry guidelines that are closely monitored iy Company.

Home Equity Lines of Credit

In addition to traditional one-to-four family residtial mortgage loans and home equity loans, thapg@oy offers home equity lines of
credit that are secured by the borrowgatimary or secondary residence. Home equity ladiesedit are generally underwritten using
same criteria used to underwrite one-to-four farmglyidential mortgage loans. As home equity lifesredit underwriting are subject to
specific regulations, the Company typically undétee its home equity lines of credit to conformntimlely accepted standards. Several
factors are considered in underwriting including #alue of the underlying real estate and the tteisicome and credit history of the
borrower.

Commercial Business Loans

The Company originates commercial non-mortgagenassi (term) loans and adjustable lines of cretiés€ loans are generally
originated to small- and medium-sized companigiénCompany’s primary market area. Commercial lassiioans are generally used
for working capital purposes or for acquiring equgnt, inventory or furniture, and are primarily wea by business assets other than
real estate, such as business equipment and imyeataounts receivable or stock. The Company @ffews agriculture loans that are
not secured by real estate.

The commercial business loan portfolio consistmprily of secured loans. When making commercialimss loans, the Company
considers the financial statements, lending histony debt service capabilities of the borrower ptigected cash flows of the business
and the value of the collateral, if any. The cdstv$ of the underlying borrower, however, may netfprm consistent with historical or
projected information. Further, the collateral seayiloans may fluctuate in value due to individeabnomic or other factors. Loans are
typically guaranteed by the principals of the bareo. The Company has established minimum standardsinderwriting guidelines for
all commercial loan types.

Real Estate Construction Loans

The Company originates construction loans for anstir family residential properties and commercéad! estate properties, including
multi-family properties. The Company generally riegsi that a commitment for permanent financingeaarbplace prior to closing the
construction loan. The repayment of these loabgisally through permanent financing following cplation of the construction. Real
estate construction loans are inherently more riskey loans on completed properties as the uninggrovature and the financial risks of
construction significantly enhance the risks of ooencial real estate loans. These loans are closehjtored and subject to other
industry guidelines.
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Consumer Loans

Consumer loans consist of installment loans toviddials, primarily automotive loans. These loars@ntrally underwritten utilizing
the borrower’s financial history, including the Flaac Corporation (“FICO”) credit scoring andanhation as to the underlying
collateral. Repayment is expected from the cash fibthe borrower. Consumer loans may be undemvrittith terms up to seven yes
fully amortized. Unsecured loans are limited toltwemonths. Loan-to-value ratios vary based ortype of collateral. The Company
has established minimum standards and underwgtingdelines for all consumer loan collateral types.

The loan portfolio includes a concentration of lsaecured by commercial real estate properties atimguto $71,472,000 and
$53,701,000 as of June 30, 2012 and 2011, respbct@enerally, these loans are collateralized bijtiffiamily and nonresidential
properties. The loans are expected to be repaid éash flows or from proceeds from the sale ofpttoperties of the borrower.

The Company’s loans receivable include single fahoidn participations of $17,248,000 and $20,96@,80June 30, 2012 and 2011,
respectively, which are secured by single familynke primarily in the Midwest. The Company’s loaesaivable also include
commercial loan participations of $16,229,000 ah@,484,000 at June 30, 2012 and 2011, respectioklyhich $7,300,000 and
$6,385,000, at June 30, 2012 and 2011 were priynaithin 100 miles of our primary market area. Tdegrticipation loans are secured
by real estate and other business assets.
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The following tables present the balance in thevedince for loan losses and the recorded investméoans based on portfolio segm:
and impairment method as of June 30, 2012 and 2011:

2012
Real Estate Loans
One-to-four Home Equity
Family Multi -family Commercial Lines of Credit Construction
Allowance for loan losses
Balance, beginning of ye. $ 1,98i $ 25C $ 23z $ 12 $ 30
Provision charged to expen 53: 42¢ 61 4 48
Losses charged o (657) — (48) (35) —
Recoveries 71 — — — —
Balance, end of peric $ 1,94( $ 67¢ $ 24E $ 81 $ 78
Ending balance: individually evaluated for impaimh $ 684 $ 25% $ 49 $ — $ =
Ending balance: collectively evaluated for impaint $ 1,25¢ $ 42¢€ $ 19€ $ 81 $ 78
Loans:
Ending balanc: $147,68¢ $ 38,54 $ 32,92t $ 8,99« $ 8,39
Ending balance: individually evaluated for impaimh $ 3,77¢ $ 1,47¢ $ 95 $ — $ =
Ending balance: collectively evaluated for impaint $143,90¢ $ 37,06¢ $ 32,83( $ 8,99¢ $ 8,39

2012 (Continued)

Commercial Consumel Unallocatec Total
Allowance for loan losses
Balance, beginning of ye. $ 352 $ 16¢ $ 9 $ 3,14¢
Provision charged to expen 24 21 13 1,12t
Losses charged o (29 (88) — (857)
Recoveries — 37 — 10¢
Balance, end of ye: $ 347 $ 13¢ $ 22 $ 3,531
Ending balance: individually evaluated for impaimh $ 1 $ 4 $ — $ 1,02¢
Ending balance: collectively evaluated for impaint $  34¢€ $ 98 $ 22 $ 2,508
Loans:
Ending balanc $ 13,917 $13,57¢ $ — $264,04.
Ending balance: individually evaluated for impaimh $ 2 $ 11c $ — $ 5,46¢€
Ending balance: collectively evaluated for impaint $ 13,91 $13,46¢ $ — $258,57°
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2011
Real Estate Loans
One-to-four Home Equity
Family Multi -family Commercial Lines of Credit Construction
Allowance for loan losses
Balance, beginning of ye. $ 1,78t $ 20z $ 17t $ 71 $ —
Provision charged to expen 1,10¢ 48 57 49 30
Losses charged o (920 — — — —
Recoveries 1€ — — — —
Balance, end of peric $ 1,98i $ 25C $ 23 $ 12C $ 30
Ending balance: individually evaluated for impaimh $ 80¢ $ — $ 57 $ 31 $ =
Ending balance: collectively evaluated for impaint $ 1,17¢ $ 25C $ 1vE $ 89 $ 30
Loans:
Ending balanci $148,44¢ $ 26,29¢ $ 27,40: $ 10,04: $  4,03¢
Ending balance: individually evaluated for impaimh $ 5,33 $ = $  20¢ $ 73 $ =
Ending balance: collectively evaluated for impaint $143,11: $ 26,29¢ $ 27,19¢ $ 9,97( $  4,03¢
2011 (Continued)
Commercial Consumel Unallocatec Total
Allowance for loan losses
Balance, beginning of ye. $  40C $ 127 $ 7 $ 2,761
Provision charged to expen (18) 77 2 1,351
Losses charged o (30 (54) (1,009
Recoveries — 19 35
Balance, end of ye: $ 352 $ 16¢ $ 9 $ 3,14¢
Ending balance: individually evaluated for impaimh $ — $ 58 $ $ 954
Ending balance: collectively evaluated for impaint $ 352 $ 111 $ 9 $ 2,19
Loans:
Ending balanc: $ 12,06¢ $15,77¢ $ $244,07!
Ending balance: individually evaluated for impaimh $ 4 $ 13C $ $ 5,74t
Ending balance: collectively evaluated for impaint $ 12,06/ $15,64¢ $ $238,33l
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Managemens opinion as to the ultimate collectability of l@ais subject to estimates regarding future casisfivtom operations and t
value of property, real and personal, pledged Hatecal. These estimates are affected by changiogomic conditions and the
economic prospects of borrowers.

Allowance for Loan Losses

The allowance for loan losses represents an egtinfdhe amount of losses believed inherent in@am portfolio at the balance sheet
date. The allowance calculation involves a highrdegf estimation that management attempts to at@ithrough the use of objective
historical data where available. Loan losses aseged against the allowance for loan losses wheragement believes the
uncollectability of the loan balance is confirm&adibsequent recoveries, if any, are credited tallbe/ance. Overall, we believe the
reserve to be consistent with prior periods andjad to cover the estimated losses in our loatfghior

The Company’s methodology for assessing the apjatepess of the allowance for loan losses consfdtgo key elements: (1) specific
allowances for estimated credit losses on indiVithens that are determined to be impaired thrahghCompanys review for identifie
problem loans; and (2) a general allowance baseststtmated credit losses inherent in the remaintithre loan portfolio.

The specific allowance is measured by determirtiegaresent value of expected cash flows, the locarsgrvable market value, or for
collateraldependent loans, the fair value of the collatedaisted for market conditions and selling expefsetors used in identifying
specific problem loan include: (1) the strengthitef customer’s personal or business cash flowghéavailability of other sources of
repayment; (3) the amount due or past due; (4yiee and value of collateral; (5) the strengthhef tollateral position; (6) the estima
cost to sell the collateral; and (7) the borroweffert to cure the delinquency. In addition foafhs secured by real estate, the Company
also considers the extent of any past due and digpaperty taxes applicable to the property ser@sgollateral on the mortgage.

The Company establishes a general allowance foslteat are not deemed impaired to recognize therémt losses associated with
lending activities, but which, unlike specific allances, has not been allocated to particular pnoblgsets. The general valuation
allowance is determined by segregating the loaredny category and assigning allowance percentagssd on the Company’s
historical loss experience and management’s evafuaf the collectability of the loan portfolio. €hallowance is then adjusted for
gualitative factors that, in management’s judgmafigct the collectability of the portfolio as dfet evaluation date. These qualitative
factors may include: (1) Management’s assumptieganding the minimal level of risk for a given logategory; (2) changes in lending
policies and procedures, including changes in umdiing standards, and charge-off and recoverytiras not considered elsewhere in
estimating credit losses; (3) changes in intermafionational, regional and local economics andn&ass conditions and developments
that affect the collectability of the portfolio,dluding the conditions of various market segmef#schanges in the nature and volum
the portfolio and in the terms of loans; (5) chanigethe experience, ability, and depth of the legafficers and other relevant staff; |
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changes in the volume and severity of past duesidhe volume of noaccrual loans, the volume of troubled debt restmact and othe
loan modifications, and the volume and severitaafersely classified loans; (7) changes in theityuafl the loan review system;

(8) changes in the value of the underlying colktésr collateral-dependent loans; (9) the existeaied effect of any concentrations of
credit, and changes in the level of such conceatrstand (10) the effect of other external facgrsh as competition and legal and
regulatory requirements on the level of estimatedit losses in the existing portfolio. The appliesis factors are re-evaluated quarterly
to ensure their relevance in the current envirortmen

Although the Company’s policy allows for a generaluation allowance on certain smaller-balance, tg@mous pools of loans
classified as substandard, the Company has hialigrievaluated every loan classified as substandagardless of size, for impairment
as part of the review for establishing specifiowathnces. The Company’s policy also allows for gahealuation allowance on certain
smaller-balance, homogenous pools of loans whieliaans criticized as special mention or watchepasate general allowance
calculation is made on these loans based on hgatarieasured weakness, and which is no less thaa the amount of the general
allowance calculated on the non-classified loans.

There have been no changes to the Company’s adeguoalicies or methodology from the prior periods.

The Company categorizes loans into risk categdasgd on relevant information about the abilitpofrowers to service their debt si
as current financial information, historical payrherperience, credit documentation, public infoligratnd current economic trends,
among other factors. All loans are graded at inoapif the loan. Subsequently, analyses are pegdram an annual basis and grade
changes are made as necessary. Interim grade eemawtake place if circumstances of the borrownamrant a more timely review. T
Company utilizes an internal asset classificatigsteam as a means of reporting problem and poteuiidilem loans. Under the
Company’s risk rating system, the Company classifimblem and potential problem loans as “WatcByilfstandard,” “Doubtful,” and
“Loss.” The Company uses the following definitidos risk ratings:

Pass -Loans classified as pass are well protected byliigy of the borrower to pay or by the value bétasset or underlying
collateral.

Watch —Loans classified as watch have a potential weakiesgleserves management'’s close attention.tléifeforrected, these
potential weaknesses may result in deterioraticth@fepayment prospects for the loan or of the @@omw's credit position at some
future date.

Substandard —Loans classified as substandard are inadequatetgqted by the current net worth and paying capatithe obligor or
of the collateral pledged, if any. Loans so clasdihave a well defined weakness or weaknessegthzdrdize the liquidation of the
debt. They are characterized by the distinct pdigithat the institution will sustain some logghe deficiencies are not corrected.
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Doubtful — Loans classified as doubtful have all the weakresgdeerent in those classified as substandard,twéfadded characteristic
that the weaknesses make collection or liquidatidull, on the basis of currently existing faotenditions and values, highly
guestionable and improbable.

Loss —Loans classified as loss are the portion of tha that is considered uncollectible so that its icar@ance as an asset is not
warranted. The amount of the loss determined iltbarged-off.

The following tables present the credit risk pmfif the Company’s loan portfolio, as of June 3, 2and 2011, based on rating
category and payment activity:

Real Estate Loans

One-to-four Home Equity
June 30, 201: Family Multi -family Commercial Lines of Credit Construction
Pass $143,18( $ 37,06¢ $ 32,83( $ 8,98¢ $ 8,39
Watch 612 — — — —
Substandar: 3,89¢ 1,47¢ 95 8 —
Doubtful — — — — —
Loss — — — — —
Total $147,68¢ $ 38547 $ 32928 $ 899« $ 8,39
June 30, 2012, (Continued Commercial Consumel Total

Pass $ 12,73¢ $13,46¢ $256,66!

Watch 1,17¢ — 1,78¢

Substandar: 2 113 5,59(

Doubtful — — —

Loss — — —

Total $ 13,91 $13,57¢ $264,04:
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Real Estate Loans

One-to-four Home Equity
June 30, 201! Family Multi -family Commercial Lines of Credit Construction
Pass $142,93: $ 24,78 $ 27,19¢ $ 9,97( $ 4,03¢
Watch 71 — — —
Substandar: 5,44¢ 1,517 20€ 73 —
Doubtful — — — — —
Loss — — — — —
Total $148,44t $ 26,29¢ $ 27,40: $ 10,04: $  4,03¢
June 30, 2011 (Continued Commercial Consumel Total

Pass $ 10,73¢ $15,64¢ $235,30¢

Watch 1,32¢ 3 1,39¢

Substandar 4 13C 7,371

Doubtful — — —

Loss — — —

Total $ 12,06¢ $15,77¢ $244,07¢

The accrual of interest on loans is discontinuetti@time the loan is 90 days past due unlessréutds well-secured and in process of
collection. Past due status is based on contratdtrak of the loan. In all cases, loans are placedon-accrual or charged-off at the
earlier date if collection of principal and interesconsidered doubtful.

All interest accrued but not collected for loanattare placed on non-accrual or charged-off arersed against interest income. The
interest on these loans is accounted for on thie-basis or cost-recovery method, until qualifyiog ffeturn to accrual. Loans are
returned to accrual status when all principal amdrest amounts contractually due are brought otiened future payments are
reasonably assured.
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The following tables present the Company'’s loarifptio aging analysis as of June 30, 2012 and 2011

Total Loans >

Greater Than Total Pasi Total Loans
30-59 Day: 60-89 Day: 90 Days &
Past Due Past Due 90 Days Due Current Receivable Accruing
June 30, 201:

Real estate loan
One-to-four family $ 2290 $ 1,057 $ 1,94¢ $ 529 $142,39( $147,68t $ —
Multi-family — — — — 38,541 38,54° —
Commercia 17€ — — 17¢ 32,74¢ 32,92t —
Home equity lines of cred 75 57 7 13¢ 8,85t 8,99/ —
Constructior — — — — 8,39¢ 8,39¢ —
Commercia 28 11 — 3¢ 13,87¢ 13,917 —
Consume 18t 23 40 24¢ 13,33( 13,57¢ —
Total $ 2,75¢ $ 1,14¢ $ 1,99¢ $ 5,89¢ $258,14! $264,04. $ —

June 30, 2011

Real estate loan
One-to-four family $ 261¢ $ 631 $ 3,458 $6,70¢ $141,74( $148,44t $ —
Multi-family — — — — 26,29¢ 26,29¢ —
Commercia 19¢€ — 104 30z 27,10( 27,40: —
Home equity lines of cred 28¢ 67 37 387 9,65¢ 10,04: —
Constructior — — — — 4,03¢ 4,03¢ —
Commercia 19 — — 19 12,04¢ 12,06¢ —
Consume 14¢ 80 25 254 15,52 15,77¢ —
Total $ 3,26¢ $ 77¢€ $ 3,62 $ 7,67( $236,40¢ $244,07¢ $ —

A loan is considered impaired, in accordance withimpairment accounting guidance (ASC 310-10-3h\diBen based on current
information and events, it is probable the Compaillybe unable to collect all amounts due from bwgrower in accordance with the
contractual terms of the loan. Factors consideyesh&dnagement in determining impairment include paynstatus, collateral value, and
the probability of collecting scheduled principabanterest payments when due. Loans that experigsggnificant payment delays and
payment shortfalls generally are not classifiethgsaired. Management determines the significanqegmment delays and payment
shortfalls on a case-hyase basis, taking into consideration all of theurhstances surrounding the loans and the borramauding the
length of the delay, the reasons for the delaybtireower’s prior payment record, and the amourthefshortfall in relation to the
principal and interest owed.

Impairment is measured on a loan-by-loan basisthgrthe present value of the expected future 8asls, the loan’s observable
market value, or, for collateral-dependent loahs,fair value of the collateral adjusted for mad@tditions and selling expenses.
Significant restructured loans are considered ingplain determining the adequacy of the allowancédan losses.

The Company actively seeks to reduce its investimeintpaired loans. The primary tools to work thgbumpaired loans are settlement
with the borrowers or guarantors, foreclosure efuihderlying collateral, or restructuring. Includecaertain loan categories in the
impaired loans are $3.8 million in troubled delsttrecturings that were classified as impaired.
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The following tables present impaired loans forryeaded June 30, 2012 and 2011:

Loans without a specific allowanc
Real estate loan
One-to-four family
Multi-family
Commercia
Home equity lines of cred
Constructior
Commercia
Consume

Loans with a specific allowanc
Real estate loan

One-to-four family

Multi -family

Commercia

Home equity lines of cred
Constructior
Commercia
Consume

Total:
Real estate loan
One-to-four family
Multi-family
Commercia
Home equity lines of cred
Constructior
Commercia
Consume

Total

June 30, 201

Average Interest

Unpaid Investment in Income
Recordec Principal Interest Recognize!

Specific Impaired Income

Balance Balance Allowance Loans Recognizel Cash Basis
$ 1,56 $1,56: $ — $ 1,57 $ 4 $ 5
14 14 — 17 1 1
2,21¢ 2,21¢ 684 2,25¢ 25 32
1,47¢ 1,47¢ 258 1,49¢ 23 32

9% 95 49 98 — —

2 2 1 3 — —
99 99 41 115 3 4
3,77¢ 3,77¢ 684 3,832 29 37
1,47¢ 1,47¢ 258 1,49¢ 23 32

9% 95 49 98 — —

2 2 1 3 — —
113 113 41 13C 4 5
$ 5,46¢ $5,46¢ $ 1,02¢ $ 5,55¢ $ 56 $ 74
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June 30, 201!
Average Interest
Unpaid Investment in Income
Recordec Principal Interest Recognizel
Specific Impaired Income
Balance Balance Allowance Loans Recognizel Cash Basis
Loans without a specific allowanc
Real estate loan
One-to-four family $227: $227: $ — $ 229 % 65 $ 65
Multi-family — — — — — —
Commercia 104 104 — 105 2 2
Home equity lines of cred — — — — — —
Constructior — — — — — —
Commercia — — — — — —
Consume 7 7 — 8 1 1
Loans with a specific allowanc
Real estate loan
One-to-four family 3,06: 3,06: 80¢ 3,081 55 55
Multi -family — — — — — —
Commercia 10z 10z 57 11€ 7 7
Home equity lines of cred 73 73 31 73 3 3
Constructior — — — — — —
Commercia 4 4 — 19 1 1
Consume 12Z 122 58 132 11 11
Total:
Real estate loan
One-to-four family 5,33t 5,33t 80¢ 5,37: 12C 12C
Multi-family — — — — — —
Commercia 20€ 20€ 57 221 9 9
Home equity lines of cred 73 73 31 73 3 3
Constructior — — — — — —
Commercia 4 4 — 19 1 1
Consume 13C 13C 58 141 12 12
Total $ 5,74¢ $5,74¢ $ 954 $ 5,82i $ 14t $ 14t

Interest income recognized on impaired loans iredudterest accrued and collected on the outstgrditances of accruing impaired
loans as well as interest cash collections onammuing impaired loans for which the ultimate eothbility of principal is not uncertai
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The following table presents the Company’s nonaadaans at June 30, 2012 and 2011:

2012 2011
Real estate loar

One-to-four family, including home equity loar $3,661 $4,881

Multi -family 1,477 —
Commercia 95 20¢€
Home equity lines of cred — 73

Constructior — —
Commercia 2 4
Consume 113 10¢€
Total $5,35¢ $5,27:

Included in certain loan categories in the impalggths are troubled debt restructurings (“TDR”),erdheconomic concessions have
been granted to borrowers who have experienceddiakdifficulties, which were classified as impadr These concessions typically
result from our loss mitigation activities and aburiclude reductions in the interest rate, paynestensions, forgiveness of principal,
forbearance or other actions. TDRs are considengdired at the time of restructuring and may bernetd to accrual status after
considering the borrower’s sustained repaymenbpmidnce for a reasonable period of a least six hspmind typically are returned to
performing status after twelve months, unless immpant still exists.

When loans and leases are modified into a TDRCibrapany evaluates any possible impairment similather impaired loans based
on the present value of expected future cash fldigspunted at the contractual interest rate obtiiginal loan or lease agreement, and
uses the current fair value of the collateral, Eding costs for collateral dependent loanshéf Company determines that the value of
the modified loan is less than the recorded investrm the loan (net of previous charge-offs, def@toan fees or costs and
unamortized premium or discount), impairment iogrized through an allowance estimate or a chaffge-the allowance. In periods
subsequent to modification, the Company evaludtddérs, including those that have payment defaditts possible impairment and
recognizes impairment through the allowance.

Beginning with the quarter ended September 30, 20E1Company adopted ASU 2011-02. The amendmem®SU 2011-02 require
prospective application of the impairment measurgrgaidance in ASC 310-10-35 for those receivahksly identified as impaired.
As a result of adopting ASU 2011-02, the Compamgsessed all restructurings that occurred on er gy 1, 2011, the beginning of
our current fiscal year, for identification as TDRfie Company identified no loans as troubled de&tructurings for which the
allowance for loan losses had previously been nredsunder a general allowance for credit lossesioaetiogy. Therefore, there was
additional impact to the allowance for loan losass result of the adoption.
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The following table presents the recorded balaateriginal cost, of troubled debt restructuringléof which were performing
according to the terms of the restructuring, agusfe 30, 2012 and 2011. As of June 30, 2012 aikltiated were on nonaccrual except
for four, one- to four-family residential loansabhg $310,000. All loans listed as of June 30,R2@Ere on nonaccrual.

June 30, 201 June 30, 201
Real estate loar

One-to-four family $ 2,14¢ $ 1,63t

Home equity lines of cred — —

Multi-family 1,47¢ —
Commercia 95 102
Total real estate loar 3,71¢ 1,73¢

Constructior — —
Commercia 2 4
Consume 32 71
Total $ 3,75¢ $ 1,81(

The following table represents loans modified aslited debt restructurings during the years endinge 30, 2012:

Year Ended June 30, 201.

Number of Recorded
Modifications Investment
Real estate loan
One-to-four family $ 13 $ 94¢
Home equity lines of cred — —
Multi-family 1 1,47¢
Commercia — —
Total real estate loar 14 2,427
Constructior — —
Commercia — —
Consumer loan 1 8
Total $ 15 $ 2,43
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During the year ended June 30, 2012, the Compamljfied 13 one- to four-family residential real éstéoans, with a recorded
investment of $949,000, which were deemed TDRs.eNdrthe modifications included the lowering of thierest rate. All 13 of the
modifications, totaling $949,000 involved paymedjustments or maturity concessions, and did natlr@s a reduction in the
contractual interest rate or a write-off of thenpipal balance. Such loans are considered collale@endent, and the modifications
resulted in specific allowances of $88,000, bagszhithe fair value of the collateral.

The Company modified 1 multi-family residential Ireatate loan during 2012, which had recorded itment of $1.5 million prior to
modification and was deemed a TDR. The modificatesulted in an extended maturity date withoutange in interest rate, which
resulted in a specific allowance of $253,000 baggzh the fair value of the collateral.

The Company modified 1 consumer auto loan durini22@hich had recorded investment of $8,000 poanbdification and was
deemed a TDR. The modification resulted in an edeenmaturity date without a change in interest, natéch resulted in no specific
allowance based upon the fair value of the coltdter

The Company has two TDRs, both one-to-four fanelsidential loans totaling $368,000, that were ifadik as of June 30, 2012, and
were restructured in prior years. Both loans areenifly in foreclosure. A third loan, a consumearidor $21,000, defaulted during 2C
and the property was repossessed and liquidated lass to the Company. The Company defines a Hefsany loan that becomes 90
days or more past due.

Specific loss allowances are included in the calboh of estimated future loss ratios, which argligd to the various loan portfolios for
purposes of estimating future losses.

Management considers the level of defaults withentarious portfolios, as well as the current ase@&conomic environment and
negative outlook in the real estate and collateralkets when evaluating qualitative adjustments tis@etermine the adequacy of the
allowance for loan losses. We believe the qualigatidjustments more accurately reflect collateasies in light of the sales and
economic conditions that we have recently observed.
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Note 5: Premises and Equipment
Major classifications of premises and equipmeiattest at cost, are as follows:

Land
Buildings and improvemen
Furniture and equipme

Less accumulated depreciati
Net premises and equipme

Note 6: Loan Servicing

2012 2011
$ 824 $ 824
5,33¢ 4,88(
3,42:¢ 3,192
9,58¢ 8,89¢
5,23( 4,80(
$4,35¢ $4,09¢

Mortgage loans serviced for others are not includetie accompanying consolidated balance shebtsumpaid principal balances of
mortgage loans serviced for others was $66,721a000564,500,000 at June 30, 2012 and 2011, regekcti

Custodial escrow balances in connection with thedoing loan servicing were $693,000 and $622,@Q0ize 30, 2012 and 2011,

respectively.

The aggregate fair value of capitalized mortgageicieg rights at June 30, 2012 and 2011 was $3#Pahd $408,000, respectively.
Comparable market values and a valuation modektdatilates the present value of future cash flwenre used to estimate fair value.
The valuation model incorporates assumptions tlaadket participants would use in estimating futue¢ servicing income, such as costs
to service, a discount rate, custodial earnings default rates and losses and prepayment speeds.

The following summarizes the activity in mortgagewicing rights measured using the fair value métho

Fair value as of the beginning of the period
Additions:
Servicing assets resulting from asset trans
Subtraction:
Payments received and loans refinan
Changes in fair value, due to changes in valudtipats or assumptior

Fair value, end of peric
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For purposes of measuring impairment, risk charesties including product type, investor type, antérest rates, were used to stratify
the originated mortgage servicing rights.

Note 7: Interest-bearing Deposits

Interest-bearing deposits in denominations of $10®or more were $134,521,000 on June 30, 201%28d,429,000 on June 30,
2011. The amount as of June 30, 2011, includes,$T0%00 held in escrow accounts for the subsonptifering that was closed on
July 7, 2011. Approximately $68.9 million was reted to subscribers (See Note 1).

The following table represents interest expensddposit type:

2012 2011

Demand $ 20z $ 332

Savings, NOW, and Money Mark 152 197

Certificates of depos 2,50z 3,55(

Brokered certificates of depo: 20 14

Total deposit interest expen $2,87¢ $4,09:

At June 30, 2012, the scheduled maturities of tiggosits are as follows:

2013 $ 150,00t
2014 32,42t
2015 9,47:
2016 5,30z
2017 2,981
$200,19:
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Note 8: Federal Home Loan Bank Advances

The Federal Home Loan Bank advances totaled $7800&nd $22,500,000 as of June 30, 2012 and 284fdectively. The Federal
Home Loan Bank advances are secured by mortgagelBh@C loans totaling $143,909,000 at June 30, 28t®ances at June 30,
2012, at interest rates from 0.14 to 4.72 percensabject to restrictions or penalties in the ¢wéprepayment.

Aggregate annual maturities of Federal Home LoankBalvances at June 30, 2012, are:

2013 $ 59,000,00
2014 —
2016 and thereaft 16,000,00

Note 9: Income Taxes

The Company and its subsidiary file income taxnmegun the U.S. federal jurisdiction and the Statellinois and Missouri. The
Company is no longer subject to U.S. federal, siatecal income tax examinations by tax authosifier years before 2007. During the
years ended June 30, 2012 and 2011, the Compamptigcognize expense for interest or penalties.

The provision for income taxes includes these corepts:

2012 2011

Taxes currently payable $ 1,961 $1,631

Deferred income taxe (1,407 (239)
Income tax expens $ 55¢ $1,39¢
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A reconciliation of income tax expense at the staturate to the Company’s actual income tax expesshown below:

2012 2011
Computed at the statutory rate (34%) $ 66¢€ $1,43¢
Increase (decrease) resulting fr
Tax exempt interes (16) ()]
Cash surrender value of life insurar (88) (87)
State income taxe 90 141
Other _(9 (77)
Actual tax expens $ 55¢ $1,39¢
Tax rate as a percentage of-tax income 28.5% 33.1%

The tax effects of temporary differences relateddferred taxes shown on the consolidated balameets were:

2012 2011
Deferred tax asse
Allowance for loan losse $1,42: $1,24:
Accrued retirement liabilit 863 81¢
Deferred compensatic 26C 19¢
Deferred loan fee 114 97
Charitable foundation contributic 1,26¢ —
Postretirement health pl: 15 —
3,93¢ 2,35:
Deferred tax liabilitie:
Depreciatior (389) (312)
Unrealized gains on availal-for-sale securitie (3,177) (1,24t
Postretirement health pl: — (50
Federal Home Loan Bank stock divider (313 (307)
Mortgage servicing right (132 —
Other (60) (10§)
(4,06€) 2,01¢
Net deferred tax asset (liabilit $ (129 $ 337
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Retained earnings at June 30, 2012 and 2011, imepgroximately $2,217,000, for which no deferredefal income tax liability has
been recognized. These amounts represent an alocdtincome to bad debt deductions for tax pugsasnly. Reduction of amounts
allocated for purposes other than tax bad debefoes adjustments arising from carryback of netatpeg losses would create income
for tax purposes only, which would be subject ®tten-current corporate income tax rate. The dedancome tax liabilities on the
preceding amounts that would have been recordbeyfwere expected to reverse into taxable incantkd foreseeable future were
approximately $754,000 at June 30, 2012 and 2011.

The Company established a charitable foundatidheatime of its mutual-to-stock conversion and deddo it shares of common stock
equal to 7% of the shares sold in the offering3bt, 755 shares. The donated shares were valugll&7$550 ($10.00 per share) at the
time of conversion. The Association also contridusd50,000 in cash to the Foundation. The $3,1407a56l the $450,000 cash
donation, or a total of $3,597,550 was expensethgihe quarter ended September 30, 2011. The Qoyrgxtablished a deferred tax
asset associated with this charitable contributmyaluation allowance was deemed necessaryagpéars the Company will be able
to deduct the contribution, which is subject toitations each year, during the current year anel yiwar carry forward period.

Note 10: Other Comprehensive Income (LosSs)
Other comprehensive income (loss) components datbdetaxes were as follows:

2012 2011
Unrealized gains (losses) on available-for-saleisges $5,60¢ $ (707)
Less reclassification adjustment for realized gaickided in income 522 25¢
5,08: (96€)

Postretirement health pl:
Amortization of transition obligatio 33 33
Amortization of prior service co: (48) (48)
Change in net gain (los (15€) (119
(177 (12¢)
Other comprehensive income (loss), before tax £ 4,917 (1,099
Less tax expense (bene 1,867 (4179)
Other comprehensive income (lo $3,04¢ $ (677
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The components of accumulated other comprehensoggrie, included in equity, are as follows:

2012 2011

Net unrealized gains on securities available fte $ 8,36( $ 3,277
Net unrealized postretirement health benefit plaligations (42 12¢
8,31¢ 3,40¢

Tax effect (3,160 (1,299
Net-of-tax amoun $ 5,15¢ $2,11:

Note 11: Regulatory Matters

The Association is subject to various regulatoryited requirements administered by the federal bankgencies. Failure to meet
minimum capital requirements can initiate certagnehatory and possibly additional discretionaryatdiby regulators that, if
undertaken, could have a direct material effedh@nAssociation’s consolidated financial statemedtsder capital adequacy guidelines
and the regulatory framework for prompt correctetion, the Association must meet specific capgjtadielines that involve quantitati
measures of the Association’s assets, liabilities @ertain off-balance-sheet items as calculateguregulatory accounting practices.
The Association’s capital amounts and classificatice also subject to qualitative judgments byrégeilators about components, risk
weightings and other factors. Furthermore, the Aissimn’s regulators could require adjustmentseigutatory capital not reflected in
these financial statements.

Quantitative measures established by regulati@msure capital adequacy require the Associationaimtain minimum amounts and
ratios (set forth in the table below). Managemesiielves, as of June 30, 2012 and 2011, that thecketson meets all capital adequacy
requirements to which they are subject.

As of June 30, 2012, the most recent notificatiomfregulators categorized the Association as eaditalized under the regulatory
framework for prompt corrective action. To be catezed as well-capitalized, the Association musintan capital ratios as set forth in
the table. There are no conditions or events dimaenotification that management believes haveged the Association’s category.
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The Association’s actual capital amounts (in thodsa and ratios are also presented in the table.

As of June 30, 201
Total capital
(to risk-weighted asset:

Tier | capital
(to risk-weighted asset:

Tier | capital
(to adjusted total asse!

Tangible capital
(to adjusted total asset

As of June 30, 201
Total capital
(to risk-weighted asset:

Tier | capital

(to risk-weighted asset:
Tier | capital

(to adjusted total asse!

Tangible capital
(to adjusted total asse!

Minimum to Be Well

Minimum Capitalized Under Prompt
Capital Corrective Action
Actual Requirement Provisions
Amount Ratio Amount Ratio Amount Ratio
$61,77: 24.3% $20,34( 8.(% $ 25,42¢ 10.(%
58,58¢ 23.(% N/A N/A 15,25¢ 6.C%
58,58¢ 11.6% 15,18¢ 3.% 25,31( 5.(%
58,58¢ 11.€% 7,59¢ 1.5% N/A N/A
$38,55: 16.6% $18,51¢ 8.(% $ 23,14¢ 10.(%
36,31 15.7% N/A N/A 13,88¢ 6.C%
37,16 7.2% 15,25¢ 3.% 25,43( 5.%
37,16¢ 7.3% 7,62¢ 1.5% N/A N/A
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The following is a reconciliation of the Associatiequity amount included in the consolidated batasteets to the amounts reflected
for regulatory purposes:

2012 2011
Association equity $63,78( $39,44:
Less net unrealized gai 5,18: 2,03:
Less disallowed servicing amoul 33 86
Less postretirement benefit pl (24) 15¢
Tier 1 capita 58,58¢ 37,16«
Plus allowance for loan losses subject to i 3,18: 2,181
Less lov-level recourse and residual intere — (799
Total risk-based capite $61,77: $38,55.

The Association’s ability to pay dividends on itsxanon stock to the Company is restricted to mainggiequate capital as shown in the
previous tables. Additionally, prior regulatory apyal is required for the declaration of any divids generally in excess of the sum of
net income for the calendar year and retainednueinie for the preceding two calendar years.

Note 12: Related Party Transactions

At June 30, 2012 and 2011, the Company had loatssamaling to executive officers, directors, sigrafit members and their affiliates
(related parties). Changes in loans to executifieas and directors are summarized as follows:

2012 2011
Balance, beginning of year $ 5,31¢ $ 6,78¢
New loans 47E 887
Repayments (1,149 (2,359
Balance, end of ye: $ 4,651 $ 5,31¢

Deposits from related parties held by the Compdrdpae 30, 2012 and 2011 totaled $1,645,000 arg1$ 1000, respectively.
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In management’s opinion, such loans and other siiea of credit and deposits were made in the arglinourse of business and were
made on substantially the same terms (includingrést rates and collateral) as those prevailitgeatime for comparable transactions
with other persons. Further, in management’s opirtieese loans did not involve more than normél efscollectibility or present other

unfavorable features.

Note 13: Employee Benefits

The Company sponsors a noncontributory postretinéimealth benefit plan (postretirement plan). Thstgetirement plan provides
medical coverage benefits for former employeesthanl spouses upon retirement. The postretiremlanthpas no assets to offset the
future liabilities incurred under the postretiremplan. The Company’s funding policy is to make thi@imum annual contribution that
is required by applicable regulations, plus suclowams as the Company may determine to be appregri@h time to time. The
Company expects to contribute $64,000 to the pidiscal year 2012.

The Company uses a June 30 measurement date folatige Information about the plans’ funded statod pension cost follows:

2012 2011
Change in benefit obligatic

Beginning of yea $1,911 $1,71¢
Service cos 47 49

Interest cos 92 87

Actuarial gain 164 114

Benefits paic (65) (55)

End of yeal $2,14¢ $1,911
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Significant balances, costs and assumptions are:

Postretirement Plan

2012 2011
Benefit obligation $ 2,14¢ $ 1,911
Fair value of plan asse — —
Funded statu $(2,149) $(1,91))
Accumulated benefit obligatic $ 2,14¢ $ 1,917
Amounts recognized in the consolidated balancetst
Accrued benefit cos $2,18¢ $ 1,93
Components of net periodic benefit cost:
2012 2011
Service cost $ 47 $ 49
Interest cos 92 87
Amortization of prior service cred (48) (48)
Amortization of transition amoul 33 33
$124 $121
Amounts recognized in accumulated other comprekienstome not yet recognized as components ofendgic benefit cost consist
of:
2012 2011
Net gain $ 224 $ 69
Prior service cred (273) (322)
Transition obligatior 91 124
Net (gain) lost $ 42 $(129)
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Other significant balances and costs are:

2012 2011
Employer contribution $ 56 $ 52
Benefits paic 56 52
Benefit cost: 124 121

Other changes in plan assets and benefit obligatiecognized in other comprehensive income areitdesicin Note 10.

The estimated net loss, prior service cost anditian obligation for the postretirement plan thalt be amortized from accumulated
other comprehensive income into net periodic béreft of the next fiscal year are $(903), $48,800 $(33,000), respectively.

A discount rate of 3.75% and 5.00% for 2012 andl2@dspectively, was used to determine the beobfigations and benefit costs.

Assumed health care cost trend rates have a signifeffect on the amounts reported for health pkmes. A one-percentage-point
change in assumed health care cost trend rateslWwauk the following effects:

1- 1-
Percentage- Percentage-

Point Point
Increase Decrease
Effect on total of service and interest cost congs $ 1 $ (@)
Effect on postretirement benefit obligati 16 (22)

For measurement purposes, a 10% annual rate efaserin the per capita cost of covered healthlzmefits was assumed for 2012 and
2011, respectively. The rate was assumed to decgradually to 6% by the year 2020 and remainattldvel thereafter.

The following postretirement plan benefit paymemtsich reflect expected future service, as appetpriare expected to be paid as of
June 30, 2012:

2013 $ 66
2014 81
2015 94
2016 10€
2017 11€
201¢-2022 714
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The Company has a 401(k) plan covering substantidllemployees. The Company matches 25% of tse5#o of employee’s
contribution. Employer contributions charged to exge for 2012 and 2011 were $45,000 and $41,080ectvely. The plan also
includes an Employer Profit Sharing contributioniethallows all eligible participants to receiveledst 5% of their Plan year salary.
The Company’s contribution for the plan year endiede 30, 2012 and 2011 was $393,000 and $369 @8k ctively.

The Company has deferred compensation agreemerdsdotors, which provides benefits payable upomral retirement age of 72.
The present value of the estimated liability unitieragreement is being accrued using a discounbfd percent and will be evaluated
on an annual basis. The deferred compensation ethaogexpense totaled $143,000 and $190,000 foreheended June 30, 2012 and
2011, respectively. The agreements accrued liglifis644,000 and $501,000 as of June 30, 20126ad, respectively, is included in
other liabilities in the consolidated balance ske€he following benefit payments are expectedetpid for these agreements:

2013 $ 39,33
2014 59,00(
2015 59,00(
2016 59,00(
2017 59,00(
Thereaftel 2,357,54.

$2,632,87!

In connection with the conversion to stock forng tkssociation established an ESOP for the exclusévefit of eligible employees (all
salaried employees who have completed at leas0h60rs of service in a twelve-month period andehattained the age of 21). The
ESOP borrowed funds from the Company in an amaufficent to purchase 384,900 shares (approximaébyof the Common Stock
issued in the stock offering). The loan is secumgthe shares purchased and will be repaid by 8@MFEwith funds from contributions
made by the Association and dividends receivechbyESOP, with funds from any contributions on E&88ets. Contributions will be
applied to repay interest on the loan first, arehtthe remainder will be applied to principal. Toen is expected to be repaid over a
period of up to 20 years. Shares purchased withotreproceeds are held in a suspense accountdoaton among participants as the
loan is repaid. Contributions to the ESOP and sheekeased from the suspense account are allogatedg participants in proportion
their compensation, relative to total compensatiball active participants. Participants will vd€i0% in their accrued benefits under
employee stock ownership plan after six vestingsjeaith prorated vesting in years two through fivesting is accelerated upon
retirement, death or disability of the participanta change in control of the Association. Forituwill be reallocated to remaining p
participants. Benefits may be payable upon retirdigeath, disability, separation from servicetesmination of the ESOP. Since the
Association’s annual contributions are discretignaenefits payable under the ESOP cannot be dstiimBarticipants receive the
shares at the end of employment.
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The Company is accounting for its ESOP in accordavith ASC Topic 718Employers Accounting for Employee Stock Ownership
Plans. Accordingly, the debt of the ESOP is eliminated®nsolidation and the shares pledged as collasraeported as unearned
ESOP shares in the consolidated balance sheetgiliimions to the ESOP shall be sufficient to paypgipal and interest currently due
under the loan agreement. As shares are committied teleased from collateral, the Company repamspensation expense equal to
the average market price of the shares for theentisie period, and the shares become outstandirgpfaings per shares computations.
Dividends, if any, on unallocated ESOP sharesearerded as a reduction of debt and accrued interest

A summary of ESOP shares at June 30, 2012 is lasvio(dollars in thousands):

Allocated share

Shares committed for relea 19,24¢
Unearned share 365,65!
Total ESOP share 384,90(
Fair value of unearned ESOP she $ 4,8410

(1) Based on closing price of $13.24 per share on 2an2012

Note 14: Earnings Per Share (“EPS")

Basic and diluted earnings per common share asepted for the year ended June 30, 2012. Earnegshare data is from the date of
conversion on July 7, 2011, to June 30, 2012. Bgmper share data is not presented for the yemdeiune 30, 2011 since there were
no outstanding shares of common stock until thesexmion on July 7, 2011. The factors used in thieirgs per common share
computation follow:

Year Ended

June 30, 201
Net income $  1,40(
Weighted average shares outstanc 4,811,25!
Less: Average unallocated ESOP shi (375,279
Average shares outstandi 4,435,97
Basic and diluted earnings per common sl $ .32
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There were no potential dilutive common sharegHerperiod presented. There were no common shatstoding prior to July 8,
2011.

Note 15: Disclosures about Fair Value of Assets aridabilities

ASC Topic 820Fair Value Measurementglefines fair value as the price that would bered to sell an asset or paid to transfer a
liability in an orderly transaction between margatticipants at the measurement date. Topic 820sglscifies a fair value hierarchy
which requires an entity to maximize the use ofeobable inputs and minimize the use of unobserviaiplets when measuring fair
value. The standard describes three levels of snait may be used to measure fair value:

Level 1 Quoted prices in active markets for identical assetiabilities

Level 2  Observable inputs other than Level 1 prisash as quoted prices for similar assets orlifiis; quoted prices in markets
that are not active; or other inputs that are olzd#e or can be corroborated by observable marketfor substantially the
full term of the assets or liabilitie

Level 3  Unobservable inputs that are supportedttdy br no market activity and that are significémthe fair value of the assets or
liabilities
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Recurring Measurements

The following table presents the fair value measaets of assets and liabilities recognized in tempanying balance sheets
measured at fair value on a recurring basis antethe within the fair value hierarchy in which tfar value measurements fall at
June 30, 2012 and 2011:

Fair Value Measurements Using
Quoted Price:

Significant
in Active Other Significant
Markets for Observable Unobservable
Identical
Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)
June 30, 201z
Available-for-sale securities
US Government and federal agel $160,95¢ $ — $160,95¢ $ —
Mortgagebacked securitie- GSE residentie 58,86 — 58,86 —
State and political subdivisiol 3,481 — 3,481 —
Mortgage servicing right 32¢ — — 32¢

Fair Value Measurements Using
Quoted Price:

Significant
in Active Other Significant
Markets for Observable Unobservable
Identical
Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)
June 30, 2011
Available-for-sale securities
US Government and federal agel $152,12° $ — $152,12° $ —
Mortgagebacked securitie- GSE residentie 35,53¢ — 35,53¢ —
State and political subdivisiol 2,61( — 2,61( —
Mortgage servicing right 40¢ — — 40¢
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Following is a description of the valuation methlmgdges and inputs used for assets measured atdflaie on a recurring basis and
recognized in the accompanying balance sheetsekhssvthe general classification of such assetsyaunt to the valuation hierarchy.
There have been no significant changes in the tialugechniques during the year ended June 30,.28dr2assets classified within
Level 3 of the fair value hierarchy, the processdu® develop the reported fair value is descriteldw.

Available-for-sale Securities

Where quoted market prices are available in avedctiarket, securities are classified within Levelf the valuation hierarchy. There
were no Level 1 securities as of June 30, 201Dad 2If quoted market prices are not availablen ttadr values are estimated by using
pricing models, quoted prices of securities withikr characteristics or discounted cash flows. these investments, the inputs uset
the pricing service to determine fair value maylide one, or a combination of, observable inputhss benchmark yields, reported
trades, broker/dealer quotes, issuer spreads, itleo-markets, benchmark securities, bid, offersraference data market research
publications and are classified within Level 2 loé tvaluation hierarchy. Level 2 securities includl8. Government and federal agency,
mortgage-backed securities (GSE—residential) aaig sind political subdivision. In certain casesmhesvel 1 or Level 2 inputs are
not available, securities are classified within &e¥ of the hierarchy. There were no Level 3 se¢i@srias of June 30, 2012 or 2011.
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Mortgage Servicing Rights

Mortgage servicing rights do not trade in an actofgen market with readily observable prices. Adoagly, fair value is estimated usi
discounted cash flow models. Due to the naturé®ialuation inputs, mortgage servicing rightsaassified within Level 3 of the
hierarchy.

Level 3 Reconciliation

The following is a reconciliation of the beginniagd ending balances of recurring fair value measents recognized in the
accompanying balance sheet using significant unehbk (Level 3) inputs:

Mortgage
Servicing Rights
Balance, July 1, 2010 $ 15€
Total realized and unrealized gains and lossesdiecl in net incom 164
Servicing rights that result from asset trans 13t
Payments received and loans refinan (47
Balance, June 30, 20: 40¢
Total realized and unrealized gains and lossesdiecl in net incom (129
Servicing rights that result from asset trans 101
Payments received and loans refinan (51
Balance, June 30, 20: $ 32¢
Total gains or losses for the period included ihineome attributabl
to the change in unrealized gains or losses retatedsets and
liabilities still held at the reporting da $ 12¢

Realized and unrealized gains and losses for iteffected in the table above are included in netine in the consolidated statements
of income as noninterest income.
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Nonrecurring Measurements
The following table presents the fair value measwet of assets measured at fair value on a nonmegurasis and the level within the
fair value hierarchy in which the fair value measuents fall at June 30, 2012 and 2011

Fair Value Measurements Using
Quoted Price:

Significant
in Active Other Significant
Markets for Observable Unobservable
Identical
Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)
June 30, 2012
Impaired loans (collateral depende $ 2,43t $ — $ — $ 2,43t
Foreclosed asse 27¢ — — 1,26¢
June 30, 2011
Impaired loans (collateral depende $ 2,37( $ — $ — $ 2,37C
Foreclosed asse 71C — — 71C

The following table presents losses recognizedsseta measured on a non-recurring basis for the geded June 30, 2012 and 2011:

2012 2011
Impaired loans (collateral dependent) $(556,00() $(620,00()
Foreclosed and repossessed assets held fc (53,000 —
Total losses on assets measured on -recurring basi: $(609,000) $(620,00()

Following is a description of the valuation methlmdpges used for assets measured at fair valuermmeecurring basis and recognize
the accompanying balance sheets, as well as trerajamassification of such assets pursuant tovéihgation hierarchy. For assets
classified within Level 3 of the fair value hierhyg the process used to develop the reported #irevis described below.
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Collateral-dependent Impaired Loans, Net of the Allowance for Loan Losses

The estimated fair value of collatei@pendent impaired loans is based on the apprisadhlue of the collateral, less estimated co:
sell. Collateral-dependent impaired loans are ifladswithin Level 3 of the fair value hierarchy.

The Company considers the appraisal or evaluagdhestarting point for determining fair value ahen considers other factors and
events in the environment that may affect thevaiue. Appraisals of the collateral underlying atédral-dependent loans are obtained
when the loan is determined to be collateral-depehdnd subsequently as deemed necessary by tbe lseding officer. Appraisals

are reviewed for accuracy and consistency by thimséending officer. Appraisers are selected fribrm list of approved appraisers
maintained by management. The appraised valuagdueed by discounts to consider lack of markatgtahd estimated cost to sell if
repayment or satisfaction of the loan is dependarihe sale of the collateral. These discountsestichates are developed by the senior
lending officer by comparison to historical results

Foreclosed Assets

Foreclosed assets consist primarily of real estatged. Real estate owned (OREOQ) is carried ataver of fair value at acquisition d:
or current estimated fair value, less estimated toosell when the real estate is acquired. EsBoh&dir value of OREO is based on
appraisals or evaluations. OREO is classified witteével 3 of the fair value hierarchy.

Appraisals of OREO are obtained when the real @&adcquired and subsequently as deemed necédwstng senior lending officer.
Appraisals are reviewed for accuracy and consigtbgche senior lending officer. Appraisers arestdd from the list of approved
appraisers maintained by management.
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Unobservable (Level 3) Inputs
The following table presents quantitative inforrnatabout unobservable inputs used in recurringnemilecurring Level 3 fair value

measurements.
Fair Value at
June Unobservable Range (Weightec
30, 2012 Valuation Technique Inputs Average)
Mortgage servicing rights $ 32¢ Discounted cash flo  Discount rate 10.5%-11.5% (10.59)
Constant
prepaymentra  16.9%-22.4% (21.09)
Probability of
default .29%- .32% (.329)
Collateral-dependent impaired loans Market comparable  Marketability
2,43¢ properties discount 0% - 24% (159%)
Foreclosed assets Market comparable  Comparability
27¢ properties adjustments (¥ 12%- 24% (199%)

F-58



Table of Contents

IF Bancorp, Inc.
Notes to Consolidated Financial Statements
June 30, 2012 and 2011
(Table dollar amounts in thousands)

Fair Value of Financial I nstruments

The following table presents estimated fair valokethe Company’s financial instruments and the llavithin the fair value hierarchy in
which the fair value measurements fall at June28@2 and 2011.

Fair Value
Measurements
Using )
Quoted Prices ir Significant
Other Significant
Active Markets Observable Unobservable
for Identical
Carrying Assets Inputs Inputs
Amount (Level 1) (Level 2) (Level 3)
June 30, 2012
Financial assetl
Cash and cash equivalel $ 8,19¢ $ 8,19: $ — $ —
Interes-bearing time deposits in ban 25C 25C — —
Loans, net of allowance for loan los: 258,91( — — 262,95
Federal Home Loan Bank sto 4,17¢ — 4.17¢ —
Accrued interest receivab 1,861 — 1,861 —
Financial liabilities
Deposits 344,48! — 144,29 200,89
Federal Home Loan Bank advant 75,00( — 77,49¢ —
Advances from borrowers for taxes and
insurance 95¢E — 95¢E —
Accrued interest payab 43 — 43 —
Unrecognized financial instruments (net «
contract amount
Commitments to originate loal 0 0 0 0
Lines of credi 0 0 0 0
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Fair Value at Range
(Weighted
June 30, 201 Valuation Technique Unobservable Inputs Average)
Loans, net of allowance for loan losses $ 262,95: Discounted cash flo  Current rate shee  1.5%-11.9% (4.49)
Deposits 200,89: Discounted cash flo  Current rate shee 0.3%-1.3% (0.89)
June 30, 201
Carrying
Amount Fair Value
Financial assel
Cash and cash equivalel $ 60,50¢ $ 60,50¢
Interes-bearing time deposits in ban 25C 25C
Available-for-sale securitie 190,27: 190,27:
Loans, net of allowance for loan los: 240,02( 246,86°
Federal Home Loan Bank sto 3,121 3,121
Mortgage servicing right 40¢ 40¢
Accrued interest receivab 1,68¢ 1,68¢
Financial liabilities

Deposits 444,06! 444,74¢
Federal Home Loan Bank advanu 22,50( 24 ,86:
Advances from borrowers for taxes and insure 841 841
Accrued interest payab 15¢ 15¢
Unrecognized financial instruments (net of contarobunt)
Commitments to originate loal 0 0
Lines of credi 0 0
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The following methods were used to estimate theviaiue of all other financial instruments recogniin the accompanying
consolidated balance sheets at amounts other #iravefue.

Cash and Cash Equivalents, I nterest-Bearing Time Deposits in Banks, Federal Home Loan Bank Stock, Accrued I nterest Receivable,
Accrued Interest Payable and Advances from Borrowers for Taxes and | nsurance
The carrying amount approximates fair value.

Loans

The fair value of loans is estimated by discountimgfuture cash flows using the current ratestatkvsimilar loans would be made to
borrowers with similar credit ratings and for ttear® remaining maturities. Loans with similar ch&gstics were aggregated for
purposes of the calculations.

Deposits

Deposits include demand deposits, savings accoNftgy accounts and certain money market deposits.cahrying amount of these
types of deposits approximates fair value. Thevalue of fixed-maturity time deposits is estimatesihg a discounted cash flow
calculation that applies the rates currently offeier deposits of similar remaining maturities.

Federal Home Loan Bank Advances

Rates currently available to the Company for delbt similar terms and remaining maturities are ugedstimate the fair value of
existing debt.

Commitments to Originate Loans and Lines of Credit

The fair value of commitments to originate loanestimated using the fees currently charged tor émti@ similar agreements, taking
into account the remaining terms of the agreemamdsthe present creditworthiness of the countégsarfor fixed-rate loan
commitments, fair value also considers the diffeeebetween current levels of interest rates anddhamitted rates. The fair values of
lines of credit are based on fees currently chafgedimilar agreements, or on the estimated apgriminate or otherwise settle the
obligations with the counterparties at the repgrtiate.
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Note 16: Significant Estimates and Concentrations

Accounting principles generally accepted in thetehiStates of America require disclosure of cersainificant estimates and current
vulnerabilities due to certain concentrations. feates related to the allowance for loan lossesddiected in the footnote regarding
loans. Current vulnerabilities due to certain cortiions of credit risk are discussed in the fotgron commitments and credit risk.
Other significant estimates not discussed in ttiogtotes include:

Current Economic Conditions

The current protracted economic decline continageésent financial institutions with circumstaneesl challenges, which in some
cases have resulted in large and unanticipatethésdh the fair values of investments and otheetss constraints on liquidity and

capital and significant credit quality problems;lirding severe volatility in the valuation of restate and other collateral supporting
loans.

The accompanying financial statements have begraprd using values and information currently abddlao the Company.

Given the volatility of current economic conditigrise values of assets and liabilities recordetthénfinancial statements could change
rapidly, resulting in material future adjustmentsasset values, the allowance for loan losses apitht that could negatively impact the
Company’s ability to meet regulatory capital reguients and maintain sufficient liquidity. Furthemeahe Company and Associatien’
regulators could require material adjustments setgalues or the allowance for loan losses fonleggry capital purposes that could
affect the Company or Association’s measuremen¢@dilatory capital and compliance with the cam¢quacy guidelines under the
regulatory framework for prompt corrective action.

Note 17: Commitments and Credit Risk

The Company generates commercial, mortgage andicardoans and receives deposits from customeatdddn Watseka, Danville,

Clifton, and Hoopeston, lllinois and within a 100karadius of the Company’s various locations. TQwnpany generates commercial,
mortgage and consumer loans from its location iagesBeach, Missouri. The Company’s loans are gyeecured by specific items

of collateral including real property and consurassets. Although the Company has a diversified paatfolio, a substantial portion of
its debtors’ ability to honor their contracts igpdadent upon economic conditions in the Compangrf®us locations.
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Commitments to Originate Loans

Commitments to originate loans are agreementah ie a customer as long as there is no violatfaang condition established in the
contract. Commitments generally have fixed expiratiates or other termination clauses and may regayment of a fee. Since a
portion of the commitments may expire without bedlngwn upon, the total commitment amounts do noéssarily represent future
cash requirements. Each customer’s creditworthiisesgaluated on a case-by-case basis. The ambuoaliateral obtained, if deemed
necessary, is based on management’s credit evaluattthe counterparty. Collateral held varies, maly include accounts receivable,
inventory, property, plant and equipment, comméreial estate and residential real estate.

At June 30, 2012 and 2011, the Company had outsigiegdmmitments to originate loans aggregating exiprately $7,150,000 and
$6,251,000, respectively. The commitments exterded varying periods of time with the majority bgidisbursed within a one-year
period. Loan commitments at fixed rates of inteesbunted to $6,133,000 and $1,925,000 at Jun20A@, and 2011, respectively, w
the remainder at floating market rates. The weidjlaleerage interest rates for fixed rate loan comeitts were 4.73% and 4.28% as of
June 30, 2012 and 2011, respectively.

Lines of Credit

Lines of credit are agreements to lend to a cust@méong as there is no violation of any condigstablished in the contract. Lines of
credit generally have fixed expiration dates. Siagmrtion of the line may expire without beingwraupon, the total unused lines do
not necessarily represent future cash requiremeatsh customer’s creditworthiness is evaluated casa-by-case basis. The amount of
collateral obtained, if deemed necessary, is basadanagement’s credit evaluation of the countéyp&ollateral held varies but may
include accounts receivable, inventory, properignpand equipment, commercial real estate andeatal real estate.

Management uses the same credit policies in grfities of credit as it does for on-balance-shestriments.

At June 30, 2012, the Company had granted unuses &f credit to borrowers aggregating approxinye#6l 788,000 and $5,673,000
for commercial lines and open-end consumer lirespectively. At June 30, 2011, the Company hadtgdamnused lines of credit to
borrowers aggregating approximately $7,394,000%&m#18,000 for commercial lines and open-end coeslimes, respectively.

Other Credit Risks

At June 30, 2012 and 2011, the interest-bearingatieindeposits on the consolidated balance sheetsseapi amounts on deposit with
one financial institution, the Federal Home LoamBaf Chicago.
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Note 18: Condensed Financial Information (Parent Cmpany Only)

The Company'’s financial information is not reporgedof June 30, 2011 as the consummation of theecsion to the stock form of
organization occurred on July 7, 2012.

Presented below is condensed financial informadi®to financial position, results of operations eash flows of the Company as of
and for the year ended June 30, 2012:

Condensed Balance Sheet

June 30,
2012
Assets
Cash and due from ban $18,00:
Investment in common stock of subsidii 63,78(
ESOP loar 3,70¢
Deferred income taxe 1,167
Total asset $86,64¢
Liabilities
Other liabilities $ —
Total liabilities —
Stockholders Equity 86,64¢
Total liabilities and stockholde’ equity $86,64¢
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Condensed Statement of Income

Year Ending
June 30,
2012
Income

Interest on ESOP lo¢ $ 11¢
Deposits with financial institutior 25
Total income 145

Expense
Interest expens 24
Charitable contribution 3,14¢
Other 37
Total expens: 3,20¢
Loss Before Income Tax and Equity in Undistributedincome of Subsidiary (3,066
Benefit for Income Taxes (1,169
Loss Before Equity in Undistributed Loss of Subsidiry (1,899
Equity in Undistributed Income of Subsidiary 3,29¢
Net Income $  1,40(
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Condensed Statement of Cash Flows

Year Ending
June 30,
2012
Cash flows from operating activities
Net income $  1,40(
Net cash provided by operating activit 1,40(
Cash flows from investing activities
Contribution to subsidiary capit (22,790
Net cash used in investing activiti (22,790
Cash flows from financing activities
Proceeds from issuance of common stock, net o 43,24(
Loan for ESOF (3,849
Net cash provided by financing activiti 39,39:
Net Change in Cash and Cash Equivalent 18,00:
Cash and Cash Equivalents at Beginning of Yee —
Cash and Cash Equivalents at End of Year $ 18,00:
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference ini®egion Statement No. 333-176222 on Form S-8unfreport dated September 19,
2012 relating to the consolidated financial statetsief IF Bancorp, Inc. and subsidiary as of June2®12 and 2011 and for the years then
ended appearing in this Annual Report on Form 10-K.

/s/ BKD, LLP
Decatur, lllinois
September 19, 2012



Exhibit 31.1
Rule 13a-14(a)/15d-14(a) Certification of Chief Extive Officer
CERTIFICATION
[, Alan D. Martin certify that:
1. | have reviewed this annual report on Forr-K of IF Bancorp, Inc.

2. Based on my knowledge, this report does notadorny untrue statement of a material fact or dméttate a material fact necessal
make the statements made, in light of the circuntstsunder which such statements were made, nistadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officers anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to us by others
within those entities, particularly during the etiin which this report is being prepared;

(b) Designed such internal control over financégdarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assurargading the reliability of financial reporting atite preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentesisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyaport based on such evaluation; and

(d) Disclosed in this report any change in thegsegnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) llas materially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

5. The registrant’s other certifying officers anldalve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cooirer financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reporting.

Date: September 19, 2012 /s/ Alan D. Martin
Alan D. Martin
President and Chief Executive Offic
(principal executive officer




Exhibit 31.2
Rule 13a-14(a)/15d-14(a) Certification of Chief &cial Officer
CERTIFICATION

I, Pamela J. Verkler, certify that:
1. | have reviewed this annual report on Forr-K of IF Bancorp, Inc.

2. Based on my knowledge, this report does notadorny untrue statement of a material fact or dméttate a material fact necessal
make the statements made, in light of the circuntstsunder which such statements were made, nistadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officers anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f))for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to us by others
within those entities, particularly during the etiin which this report is being prepared;

(b) Designed such internal control over financégdarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assurargading the reliability of financial reporting atite preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentesisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyaport based on such evaluation; and

(d) Disclosed in this report any change in thegsegnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) llas materially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

5. The registrant’s other certifying officers anldalve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cooirer financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reporting.

Date: September 19, 2012 /sl Pamela J. Verkle
Pamela J. Verkle
Vice President and Chief Financial Offic
(principal financial and accounting office




Exhibit 32.0

Section 1350 Certification of Chief Executive Officand Chief Financial Officer

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADDED BY
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of IF Bancdrg. (the “Company”) on Form 10-K for the periogded June 30, 2012 as filed

with the Securities and Exchange Commission (thepdrt”), the undersigned hereby certify, pursuarit8 U.S.C. 81350, as added by § 906
of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2) The information contained in the Report faphesents, in all material respects, the finan@alition and results of operations of
the Company as of and for the period covered byrégort.

/sl Alan D. Martin
Alan D. Martin
President and Chief Executive Offic

/s/ Pamela J. Verkle
Pamela J. Verkle
Vice President and Chief Financial Offic

September 19, 201



