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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

x  Quarterly report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended: September 30, 2011

or

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: 001-34190

HOME BANCORP, INC.

(Exact name of Registrant as specified in its charter)
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Louisiana 71-1051785
(State or Other Jurisdiction of (L.R.S. Employer
Incorporation or Organization) Identification Number)
503 Kaliste Saloom Road, Lafayette, Louisiana 70508
(Address of Principal Executive Offices) (Zip Code)

Registrant s telephone number, including area code: (337) 237-1960
Not Applicable

(Former Name, Former Address and Former Fiscal Year, if changed since last report)

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months and (2) has been subject to such filing requirements for the past 90 days. YES x NO ~

Indicate by check mark whether the Registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). YES x NO ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filer ~ Accelerated filer X

Non-accelerated filer ~~ (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). YES © NO x

At November 1, 2011, the registrant had 7,848,254 shares of common stock, $0.01 par value, outstanding.
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HOME BANCORP, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

Assets

Cash and cash equivalents

Interest-bearing deposits in banks

Investment securities available for sale, at fair value

Investment securities held to maturity (fair values of $4,063,079 and $15,400,468, respectively)
Mortgage loans held for sale

Loans covered by loss sharing agreements

Noncovered loans, net of unearned income

Total loans, net of unearned income
Allowance for loan losses

Total loans, net of unearned income and allowance for loan losses

Office properties and equipment, net

Cash surrender value of bank-owned life insurance
FDIC loss sharing receivable

Accrued interest receivable and other assets

Total Assets

Liabilities
Deposits:
Noninterest-bearing
Interest-bearing

Total deposits

Short-term Federal Home Loan Bank (FHLB) advances
Long-term Federal Home Loan Bank (FHLB) advances
Accrued interest payable and other liabilities

Total Liabilities

Shareholders Equity

Preferred stock, $0.01 par value - 10,000,000 shares authorized; none issued
Common stock, $0.01 par value - 40,000,000 shares authorized; 8,933,435 and 8,926,875 shares issued;
7,862,154 and 8,131,002 shares outstanding, respectively

Additional paid-in capital

Treasury stock at cost - 1,071,281 and 795,873 shares, respectively
Unallocated common stock held by:

Employee Stock Ownership Plan (ESOP)

Recognition and Retention Plan (RRP)

Retained earnings

Accumulated other comprehensive income

Total Shareholders Equity
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(Unaudited)
September 30,
2011

$ 32,916,713
6,318,000
165,513,687
3,938,656
8,928,396
67,296,479
586,339,131

653,635,610
(4,529,834)

649,105,776

31,314,946
16,628,613
25,628,190
31,880,426

$972,173,403

$ 123,544,661
595,915,803

719,460,464
72,332,344
41,125,788

6,187,858

839,106,454

89,497
89,336,376
(14,376,355)

(6,070,260)

(2,644,523)

65,111,098
1,621,116

133,066,949

(Audited)
December 31,
2010

$ 36,970,638
7,867,000
111,962,331
15,220,474
2,436,986
80,446,859
359,464,400

439,911,259
(3,919,745)

435,991,514

23,371,915
16,192,645
32,012,783
18,396,806

$ 700,423,092

$ 100,578,700
452,639,153

553,217,853

13,000,000
2,675,297

568,893,150

89,270
88,818,862
(10,425,725)

(6,338,070)
(3,432,486)

62,125,568
692,523

131,529,942

4
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Total Liabilities and Shareholders Equity $972,173,403 $ 700,423,092

The accompanying Notes are an integral part of these Financial Statements.
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HOME BANCORP, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF INCOME (Unaudited)

Interest Income

Loans, including fees
Investment securities

Other investments and deposits

Total interest income

Interest Expense

Deposits

Short-term FHLB advances
Long-term FHLB advances

Total interest expense

Net interest income
Provision for loan losses

Net interest income after provision for loan losses

Noninterest Income

Service fees and charges

Bank card fees

Gain on sale of loans, net

Income from bank-owned life insurance
Other-than-temporary impairment of securities
Gain (loss) on sale of securities, net

Discount accretion of FDIC loss sharing receivable
Settlement of litigation

Other income

Total noninterest income

Noninterest Expense
Compensation and benefits
Occupancy

Marketing and advertising

Data processing and communication
Professional services

Forms, printing and supplies
Franchise and shares tax

Regulatory fees

Other expenses

Total noninterest expense
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For the Three Months Ended

September 30,
2011 2010
$ 9,728,512 $ 7,549,667
1,023,976 1,226,765
36,280 32,899
10,788,768 8,809,331
1,219,492 1,403,060
15,294 2,794
165,545 136,727
1,400,331 1,542,581
9,388,437 7,266,750
525,510 167,580
8,862,927 7,099,170
601,916 541,538
451,959 343,906
163,986 198,522
143,612 161,540
(870,254)
193,349 249,949
72,941 (12,582)
1,627,763 612,619
5,215,478 3,824,287
709,640 615,972
291,628 184,179
1,314,568 635,382
327,728 198,482
141,008 128,182
221,017 98,397
258,234 159,026
731,654 509,828
9,210,955 6,353,735

For the Nine Months Ended

September 30,
2011 2010
$ 24,154,691 $21,100,559
2,802,155 3,913,125
107,543 94,226
27,064,389 25,107,910
3,431,545 4,021,924
23,349 7,382
373,216 446,189
3,828,110 4,475,495
23,236,279 20,632,415
892,459 717,362
22,343,820 19,915,053
1,622,339 1,535,811
1,294,146 1,012,935
389,673 378,817
435,968 473,206
(1,010,771)
(166,082) 39,131
663,281 501,537
525,000
210,255 75,616
4,974,580 3,006,282
13,128,998 10,707,803
1,834,066 1,652,035
667,824 588,116
2,428,075 1,648,161
1,174,980 895,433
402,082 380,917
582,018 441,104
688,616 392,282
1,845,923 1,386,692
22,752,582 18,092,543
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Income before income tax expense 1,279,735 1,358,054 4,565,818
Income tax expense 356,336 447,061 1,580,288
Net Income $ 923399 $ 910,993 $ 2,985,530
Earnings per share:

Basic $ 013 $ 012 $ 0.42
Diluted $ 013 % 012 $ 0.41

The accompanying Notes are an integral part of these Financial Statements.
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4,828,792
1,605,589

$ 3,223,203

$ 0.42
$ 0.42



Edgar Filing: HOME BANCORP, INC. - Form 10-Q

Table of Conten

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS

Common
Stock

Balance,
December 31,

2009® $89,270

Comprehensive
income:

Net income
Change in
unrealized gain
(loss) on securities
available for sale,
net of $422,952 in
taxes
Reclassification
adjustment for
realized gains on
securities sold, net
of $13,305 in taxes

Total
comprehensive
income

Treasury stock
acquired at cost,
615,173 shares

RRP shares released
for allocation

ESOP shares
released for
allocation
Share-based
compensation cost

Balance,
September 30,

2010 $ 89,270

Balance,
December 31,
20100
Comprehensive
income:

Net income

$ 89,270
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HOME BANCORP, INC. AND SUBSIDIARY

Additional
Paid-in
Capital

$ 88,072,884

(730,874)

83,730

1,011,651

$ 88,437,391

$ 88,818,862

Unallocated
Common Stock
Held by
ESOP

Unallocated
Common Stock
Held by RRP

Retained
Earnings

Treasury
Stock

$ (1,848,862) $(6,695,150) $ (4,218,320) $ 57,437,444

3,223,203

(6,106,951)

785,834

267,810

$ (7,955,813) $(6,427,340) $(3,432,486) $ 60,660,647

$(10,425,725) $(6,338,070) $ (3,432,486) $62,125,568

2,985,530

EQUITY (Unaudited)

Accumulated
Other
Comprehensive
Income

(Loss) Total

$  (87,962) $ 132,749,304

3,223,203

821,025 821,025

(25,826) (25,826)

4,018,402

(6,106,951)

54,960

351,540

1,011,651

$ 707,237 $ 132,078,906

$ 692,523 $131,529,942

2,985,530

818,979 818,979



Change in
unrealized gain on
securities available
for sale, net of
$421,898 in taxes
Reclassification
adjustment for
realized losses on
securities sold, net
of $56,468 in taxes

Total
comprehensive
income

Treasury stock
acquired at cost,
275,408 shares
Exercise of stock
options

RRP shares released
for allocation
ESOP shares
released for
allocation
Share-based
compensation cost

Balance,
September 30,
2011

$ 89,497
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(3,950,630)
227 75,624
(712,303) 787,963
119,500 267,810
1,034,693
$ 89,336,376  $(14,376,355) $(6,070,260) $ (2,644,523) $ 65,111,098

(M Balances as of December 31, 2009 and December 31, 2010 are audited.
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The accompanying Notes are an integral part of these Financial Statements.

109,614

109,614

3,914,123

(3,950,630)
75,851

75,660

387,310

1,034,693

$ 1,621,116  $ 133,066,949
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CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

For the Nine Months Ended
September 30,
2011 2010

Cash flows from operating activities, net of effects of acquisition:
Net income $ 2,985,530 $ 3,223,203
Adjustments to reconcile net income to net cash provided by operating activities:

Provision for loan losses 892,459 717,362
Depreciation 946,601 792,136
Amortization of purchase accounting valuations and intangibles 5,226,296 (2,784,958)
Net amortization of mortgage servicing asset 30,320 21,970
Federal Home Loan Bank stock dividends (5,800) (7,185)
Net amortization of premium/discount on investments (1,163,374) (927,187)
Loss on sale of investment securities, net 166,082 (39,131)
Other-than-temporary impairment of securities 1,010,771
Gain on loans sold, net (389,673) (378,817)
Proceeds, including principal payments, from loans held for sale 16,062,499 51,630,902
Originations of loans held for sale (22,150,906) (56,070,936)
Non-cash compensation 1,422,003 1,363,191
Goodwill from acquisition 151,405 559,987
Deferred income tax benefit (989,264) (490,413)
Decrease in interest receivable and other assets 5,184,237 1,797,498
Increase in cash surrender value of bank-owned life insurance (435,968) (771,504)
Increase in accrued interest payable and other liabilities 1,132,590 103,868
Net cash provided by (used in) operating activities 9,065,037 (249,243)
Cash flows from investing activities, net of effects of acquisition:

Purchases of securities available for sale (60,580,507) (25,011,424)
Purchases of securities held to maturity (3,000,000) (15,000,000)
Proceeds from maturities, prepayments and calls on securities available for sale 52,416,863 32,180,827
Proceeds from maturities, prepayments and calls on securities held to maturity 14,280,600 7,303,887
Proceeds from sales on securities available for sale 3,498,032 13,978,622
Net decrease (increase) in loans (37,199,689) 3,416,561
Decrease (increase) in certificates of deposit in other institutions 1,549,000 (2,858,000)
Proceeds from sale of real estate owned 1,049,219

Purchases of office properties and equipment (446,762) (8,216,811)
Net cash acquired (disbursed) in acquisition (17,154,724) 46,892,158
Purchases of Federal Home Loan Bank stock (2,668,900) (871,500)
Proceeds from redemption of Federal Home Loan Bank stock 2,705,500
Net cash provided by (used in) investing activities (48,256,868) 54,519,820
Cash flows from financing activities, net of effects of acquisition:

Decrease in deposits (26,876,400) (32,523,050)
Net increase (decrease) in Federal Home Loan Bank advances 65,889,085 (17,578,396)
Proceeds from exercise of stock options 75,851

Purchase of treasury stock (3,950,630) (6,106,951)
Net cash provided by (used in) financing activities 35,137,906 (56,208,397)
Table of Contents 10
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Net change in cash and cash equivalents (4,053,925)
Cash and cash equivalents at beginning of year 36,970,638
Cash and cash equivalents at end of period $ 32,916,713

The accompanying Notes are an integral part of these Financial Statements.
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(1,937,820)
25,709,597

$ 23,771,777
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NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
1. Basis of Presentation

The accompanying unaudited financial statements of the Company were prepared in accordance with instructions for Form 10-Q and Regulation
S-X and do not include information or footnotes necessary for a complete presentation of financial condition, results of operations, and cash

flows in conformity with accounting principles generally accepted in the United States of America. However, in the opinion of management, all
adjustments (consisting of normal recurring adjustments) necessary for a fair presentation of the financial statements have been included. The
results of operations for the nine-month period ended September 30, 2011 are not necessarily indicative of the results which may be expected for
the entire fiscal year. These statements should be read in conjunction with the Consolidated Financial Statements and notes thereto included in

the Company s Annual Report on Form 10-K filed with the Securities and Exchange Commission (  SEC ) for the year ended December 31, 2010.

In preparing the financial statements, the Company is required to make estimates and assumptions that affect the amounts reported in the
financial statements and accompanying notes. Actual results could differ from those estimates. The financial statements reflect all adjustments
that are, in the opinion of management, necessary for a fair statement of the Company s financial condition, results of operations, changes in
equity and cash flows for the interim periods presented. These adjustments are of a normal recurring nature and include appropriate estimated
provisions.

Certain amounts reported in prior periods have been reclassified to conform to the current period presentation. Such reclassifications had no
effect on previously reported equity or net income.

2. Accounting Developments

In January 2011, the Financial Accounting Standards Board ( FASB ) issued Accounting Standards Update ( ASU ) No. 2011-01, Deferral of the
Effective Date of Disclosures about Troubled Debt Restructurings in Update No. 2010-20. ASU 2011-01 temporarily delayed the effective date

of the disclosures surrounding troubled debt restructurings in ASU 2010-20 for public companies. The effective date of the new disclosures is
effective for interim and annual periods ending after June 15, 2011. The adoption of ASU 2011-01 did not have a material impact on the

Company s results of operations or financial position.

In April 2011, the FASB issued ASU No. 2011-02, A Creditor s Determination of Whether a Restructuring is a Troubled Debt Restructuring.
ASU 2011-02 provides clarification on guidance on a creditor s evaluation of whether it has granted a concession and whether a debtor is
experiencing financial difficulties. The effective date for ASU 2011-02 is for the first interim or annual period beginning on or after June 15,
2011. The adoption of ASU 2011-02 did not have a material impact on the Company s results of operations, financial position, disclosures or
level of troubled debt restructurings.

In May 2011, the FASB issued ASU No. 2011-04, Fair Value Measurement. ASU 2011-04 amends the fair value measurement and disclosure
requirements in order to gain consistency between the generally accepted accounting principles in the United States and the International
Financial Reporting Standards. The effective date for ASU 2011-04 is for the first interim or annual period beginning on or after December 15,
2011. The adoption of ASU 2011-04 is not expected to have a material impact on the Company s results of operations, financial position or
disclosures.

In June 2011, the FASB issued ASU No. 2011-05, Comprehensive Income. ASU 2011-05 requires entities to present the total of comprehensive
income, the components of net income and the components of other comprehensive income in a single continuous statement of comprehensive
income or in two separate consecutive statements. The effective date for ASU 2011-05 is for the first interim or annual period beginning on or
after December 15, 2011. The adoption of ASU 2011-05 is not expected to have a material impact on the Company s results of operations or
financial position. It will present a change in disclosure as the Company currently presents comprehensive income in its consolidated statement
of changes in shareholders equity.

Table of Contents 12
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In September 2011, the FASB issued ASU No. 2011-08, Intangibles  Goodwill and Other. ASU 2011-08 amends the accounting guidance on
goodwill impairment testing. The amendments in this accounting standard update are intended to reduce complexity and costs by allowing an
entity the option to make a qualitative evaluation about the likelihood of goodwill impairment to determine whether it should calculate the fair
value of a reporting unit. The amendments also improve previous guidance by expanding upon the examples of events and circumstances that an
entity should consider between annual impairment tests in determining whether it is more likely than not that the fair value of a reporting unit is
less than its carrying amount. The adoption of ASU 2011-08 is effective for interim and annual goodwill impairment tests performed for fiscal
years beginning after December 15, 2011. The adoption of ASU 2011-08 is not expected to have a material impact on the Company s results of
operations, financial position or disclosures.

3. Acquisition Activity

On July 15, 2011, the Company completed the acquisition of GS Financial Corp., the former holding company of Guaranty Savings Bank of
Metairie, Louisiana. On the July 15, 2011 acquisition date, Home Bancorp Acquisition Corp., a newly created wholly owned subsidiary of the
Company, was merged with and into GS Financial Corp. ( GSFC ), and immediately thereafter, GSFC was merged with and into the Company,
with the Company as the surviving corporation, and Guaranty Savings Bank, the former subsidiary of GSFC, was merged with and into Home
Bank, with Home Bank as the surviving institution. Shareholders of GSFC received $21.00 per share in cash, yielding an aggregate purchase
price of $26,417,000.

The acquisition was accounted for under the purchase method of accounting in accordance with ASC 805, Business Combinations. In
accordance with ASC 803, the Company recorded goodwill totaling $151,000 from the acquisition as a result of consideration transferred over
net assets acquired. Both the assets acquired and liabilities assumed were recorded at their respective acquisition date fair values. Identifiable
intangible assets, including core deposit intangible assets, were recorded at fair value.

The fair value estimates of the GSFC assets and liabilities recorded are preliminary and subject to refinement as additional information becomes
available. Under current accounting principles, the Company s estimates of fair values may be adjusted for a period of up to one year from the
acquisition date.

The assets acquired and liabilities assumed, as well as the adjustments to record the assets and liabilities at fair value, are presented in the
following table as of July 15, 2011.

Fair Value As recorded by
(dollars in thousands) As Acquired Adjustments Home Bancorp
Assets
Cash and cash equivalents $ 9,262 $ $ 9,262
Investment securities 46,667 (186) @ 46,481
Loans 184,345 (1,845)® 182,500
Repossessed assets 2,549 (384)© 2,165
Office properties and equipment, net 7,317 1,126 @ 8,443
Core deposit intangible 859 © 859
Other assets 7,023 186 7,209
Total assets acquired $ 257,163 $ (244) $ 256,919
Liabilities
Interest-bearing deposits $ 179,193 $ 924 ® $ 180,117
Noninterest-bearing deposits 13,401 13,401
FHLB advances 33,762 945 © 34,707
Other liabilities 2,293 135 2,428
Total liabilities assumed $ 228,649 $ 2,004 $ 230,653
Excess of assets acquired over liabilities assumed 26,266
Cash consideration paid (26,417)

Table of Contents 13
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(a) The adjustment represents the market value adjustments of on GS Financial Corp s investments based on their credit quality exposure.
(b) The adjustment to reflect the fair value of loans includes:

Adjustment of $3.3 million to reflect the removal of GSFC s allowance for loan losses in accordance with ASC 805.

Adjustment of $3.4 million for loans within the scope of ASC 310-30. As a result of an analysis by management of all impaired
loans, $9.6 million of loans were determined to be within the scope of, and were evaluated under, ASC 310-30. The contractually
required payments receivable related to ASC 310-30 loans is approximately $12.9 million with expected cash flow to be collected of
$7.4 million. The estimated fair value of such loans is $6.2 million, with a nonaccretable difference of $5.5 million and accretable
yield of $1.2 million.

Adjustment of $1.4 million for all remaining loans determined not to be within the scope of ASC 310-30. Loans which are not within
the scope of ASC 310-30 totaled $178.2 million. In determining the fair value of the loans which are not within the scope of ASC
310-30, the acquired loan portfolio was evaluated based on risk characteristics and other credit and market criteria to determine a
credit quality adjustment to the fair value of the loan acquired. The acquired loan balance was reduced by the aggregate amount of
the credit quality adjustment in determining the fair value of the loans.

(c) The adjustment represents the write down of the book value of GSFC s repossessed assets to their estimated fair value, as adjusted for
estimated costs to sell.

(d) The adjustment represents the adjustment of GSFC s office properties and equipment to their estimated fair value at the acquisition date.

(e) The adjustment represents the value of the core deposit base assumed in the acquisition. The core deposit asset was recorded as an
identifiable intangible asset and will be amortized on an accelerated basis over the estimated life of the deposit base of nine years.

(f)  The adjustment represents the fair value of certificates of deposit acquired based on current interest rates for similar instruments. The
adjustment will be recognized using a level yield amortization method based on maturities of the deposit liabilities.

(g) The adjustment is to record the fair value of FHLB advances acquired at various terms and maturities based on market rates at the
acquisition date. The adjustment will be recognized using a level yield amortization method based on maturities of the borrowings.

The following pro forma information for the nine months ended September 30, 2011 and 2010 reflects the Company s estimated consolidated

results of operations as if the acquisition of GSFC occurred at January 1, 2010, unadjusted for potential cost savings.

(dollars in thousands except per share information) 2011 2010

Net interest income $ 28,273 $ 28,461
Noninterest income 5,208 3,900
Noninterest expense 27,876 24,290
Net income 2,708 3,697
Earnings per share basic $ 038 $ 049
Earnings per share diluted 0.37 0.48

4. Investment Securities

Summary information regarding investment securities classified as available for sale and held to maturity as of September 30, 2011 and
December 31, 2010 is as follows.

Gross
Amortized Unrealized Gross Unrealized Fair
(dollars in thousands) Cost® Gains Losses Value
Less Than
1 Over 1
September 30, 2011 Year Year

Available for sale:

Table of Contents 15



U.S. agency mortgage-backed
Non-U.S. agency mortgage-backed

Municipal bonds

U.S. government agency

Total available for sale

Held to maturity:

U.S. agency mortgage-backed

Municipal bonds

Total held to maturity

@ Net of other-than-temporary impairment charges.
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$ 123,291
15,361
11,626
12,780

$ 163,058

$ 2,766
1,173

$ 3,939
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$ 2,950
41
363
291
$ 3,645
$ 56
68
$ 124

$ 36
769

$ 805

$ $ 126,205
384 14,249
11,989

13,071

$ 384 $ 165,514

$ $ 2,822
1,241
$ $ 4,063
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Gross

Amortized Unrealized Gross Unrealized Fair

(dollars in thousands) Cost® Gains Losses Value
Less Than
1 Over 1

December 31, 2010 Year Year
Available for sale:
U.S. agency mortgage-backed $ 83,514 $ 1,858 $ 37 $ $ 85,335
Non-U.S. agency mortgage-backed 21,305 160 107 907 20,451
U.S. government agency 6,094 82 6,176
Total available for sale $ 110,913 $ 2,100 $ 144 $ 907 $111,962
Held to maturity:
U.S. agency mortgage-backed $ 3,857 $ 86 $ $ $ 3,943
Municipal bonds 1,363 78 1,441
U.S. government agency 10,000 16 10,016
Total held to maturity $ 15,220 $ 180 $ $ $ 15,400

(M Net of other-than-temporary impairment charges.

Management evaluates securities for other-than-temporary impairment at least quarterly, and more frequently when economic and market
conditions warrant such evaluations. Consideration is given to (1) the extent and length of time the fair value has been below cost; (2) the

reasons for the decline in value; and (3) the Company s intent to sell a security or whether it is more likely than not the Company will be required
to sell the security before the recovery of its amortized cost, which may extend to maturity.

The Company has developed a process to identify securities that could potentially have a credit impairment that is other-than-temporary. This
process involves evaluating each security for impairment by monitoring credit performance, collateral type, collateral geography, bond credit
support, loan-to-value ratios, credit scores, loss severity levels, pricing levels, downgrades by rating agencies, cash flow projections and other
factors as indicators of potential credit issues. The Company performs a credit analysis based on different credit scenarios at least quarterly to
detect impairment on its investment securities. When the Company determines that a security is deemed to be other-than-temporarily impaired,
an impairment loss is recognized.

The amortized cost and estimated fair value by maturity of the Company s investment securities as of September 30, 2011 are shown in the
following table. Securities are classified according to their contractual maturities without consideration of principal amortization, potential
prepayments or call options. The expected maturity of a security, in particular mortgage-backed securities, certain U.S. government agency
securities and municipal bonds, may differ from its contractual maturity because of the exercise of call options. Accordingly, actual maturities
may differ from contractual maturities.

One Year

One Year to Five Five to Over Ten
(dollars in thousands) or Less Years Ten Years Years Total
Fair Value
Securities available for sale:
U.S. agency mortgage-backed $ $ 2,072 $ 15531 $108,602 $126,205
Non-U.S. agency mortgage-backed 14,249 14,249
Municipal bonds 1,391 7,190 3,408 11,989
U.S. government agency 5,076 2,063 5,932 13,071
Total available for sale $ $ 8539 $ 24,784  $132,191 $ 165,514
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Securities held to maturity:
U.S. agency mortgage-backed
Municipal bonds

Total held to maturity

Total investment securities
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$
203
203
$ 203

$ 1,671
1,038

2,709

$ 11,248

$ 1,151

1,151

$ 25,935

$

$ 132,191

$ 2,822
1,241

4,063

$ 169,577
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One Year
One Year to Five Five to Over Ten
(dollars in thousands) or Less Years Ten Years Years Total
Amortized Cost
Securities available for sale:
U.S. agency mortgage-backed $ $ 2,002 $ 15412 $105877 $123,291
Non-U.S. agency mortgage-backed 15,361 15,361
Municipal bonds 1,377 6,966 3,283 11,626
U.S. government agency 5,000 1,986 5,794 12,780
Total available for sale $ $ 8379 $ 24,364 $130,315 $ 163,058
Securities held to maturity:
U.S. agency mortgage-backed $ $ 1,648 $ 1,118 $ $ 2,766
Municipal bonds 200 973 1,173
Total held to maturity 200 2,621 1,118 3,939
Total investment securities $ 200 $ 11,000 $ 25482 $130,315 $166,997

During the nine months ended September 30, 2011, the Company recorded gross gains of $238,000 and gross losses of $404,000 related to the
sale of investment securities. During the nine months ended September 30, 2010, the Company recorded gross gains of $68,000 and gross losses

of $29,000 related to the sale of investment securities.
5. Earnings Per Share

Earnings per common share were computed based on the following:

(in thousands, except per share data)

Numerator:
Income available common shareholders

Denominator:

Weighted average common shares outstanding
Effect of dilutive securities:

Restricted stock

Stock options

Weighted average common shares outstanding assuming dilution

Earnings per common share
Earnings per common share assuming dilution

Three Months Ended

September 30,
2011 2010

$ 923 $ 911

7,173 7,481
55 50
47

7,275 7,531

$ 013 $ 012
$ 0.13 $ 012

Nine Months Ended
September 30,
2011 2010
$2,986 $3,223

7,181 7,603
74 63

41
7,296 7,666
$ 042 $ 042
$ 041 $ 042

Options on 46,429 and 824,080 shares of common stock were not included in computing diluted earnings per share for the three months ended
September 30, 2011 and September 30, 2010, respectively, because the effect of these shares was anti-dilutive. Options on 23,952 and 819,747
shares of common stock were not included in computing diluted earnings per share for the nine months ended September 30, 2011 and

September 30, 2010, respectively, because the effect of these shares was anti-dilutive.
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6. Credit Quality and Allowance for Loan Losses

The allowance for loan losses and recorded investment in loans as of the dates indicated are as follows.

As of September 30, 2011

Loans
Collectively Individually Acquired
Evaluated for Evaluated for with Deteriorated
(dollars in thousands) Impairment Impairment Credit Quality Total
Allowance for loan losses:
One- to four-family first mortgage $ 648 $ 20 $ $ 668
Home equity loans and lines 313 313
Commercial real estate 1,451 123 1,574
Construction and land 596 111 707
Multi-family residential 36 36
Commercial and industrial 819 57 50 926
Other consumer 306 306
Total allowance for loan losses $ 4,169 $ 311 $ 50 $ 4,530
Recorded investment in loans:
One- to four-family first mortgage $ 171,681 $ 1,095 $ 15,211 $ 187,987
Home equity loans and lines 38,304 84 5,483 43,871
Commercial real estate 182,904 1,564 37,532 222,000
Construction and land 62,051 2,140 6,161 70,352
Multi-family residential 13,348 1,933 15,281
Commercial and industrial 80,211 57 4,828 85,096
Other consumer 27,449 1,600 29,049
Total loans $ 575,948 $ 4,940 $ 72,748 $ 653,636

As of December 31, 2010

Loans
Collectively Individually Acquired
Evaluated for Evaluated for with Deteriorated
(dollars in thousands) Impairment Impairment Credit Quality Total
Allowance for loan losses:
One- to four-family first mortgage $ 621 $ 20 $ $ 641
Home equity loans and lines 296 296
Commercial real estate 1,258 1,258
Construction and land 578 88 666
Multi-family residential 46 46
Commercial and industrial 465 281 746
Other consumer 262 5 267
Total allowance for loan losses $ 3,526 $ 394 $ $ 3,920
Recorded investment in loans:
One- to four-family first mortgage $104,941 $ 216 $ 17,457 $ 122,614
Home equity loans and lines 24,898 6,017 30,915
Commercial real estate 115,024 922 34,878 150,824
Construction and land 44,970 207 12,361 57,538
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Multi-family residential
Commercial and industrial
Other consumer

Total loans

4,493 1,225 5,718
41,907 340 6,163 48,410
21,541 5 2,346 23,892

$357,774 $ 1,690 $ 80,447 $439,911

A summary of the activity in the allowance for loan losses during the nine months ended September 30, 2011 is as follows.

(dollars in thousands)

Allowance for loan losses:

One- to four-family first mortgage
Home equity loans and lines
Commercial real estate
Construction and land
Multi-family residential
Commercial and industrial

Other consumer

Total allowance for loan losses
Ending balance: individually evaluated for impairment
Ending balance: collectively evaluated for impairment

Ending balance: loans acquired with deteriorated credit quality

Table of Contents

For the Nine Months Ended September 30, 2011

Beginning Charge- Ending
Balance offs Recoveries Provision Balance
$ 641 $ $ 13 $ 14 $ 668

296 17 313
1,258 5 311 1,574
666 41 707
46 (10) 36
746 272) 16 436 926
267 (48) 4 83 306

$3,920 $ 3200 $ 38 $ 892 $ 4,530
$ 394 $ @83 $ $ $ 311
$3,526 $ 237) $ 38 $ 842 $ 4,169

$ $ $ $ 50 $ 50
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On March 12, 2010, the Bank acquired certain assets and liabilities of the former Statewide Bank in a Federal Deposit Insurance Corporation

( FDIC ) assisted transaction. In connection with the transaction, Home Bank entered into loss sharing agreements with the FDIC which cover the
acquired loan portfolio ( Covered Loans ) and repossessed assets (collectively referred to as Covered Assets ). Under the terms of the loss sharing
agreements, the FDIC will absorb 80% of the first $41,000,000 of losses incurred on Covered Assets and 95% of losses on Covered Assets

exceeding $41,000,000.

On July 15, 2011, the Company acquired GSFC and its subsidiary, Guaranty Savings Bank. The acquired loans were accounted for under the
purchase method of accounting. A portion of the loan portfolio acquired was assumed to have deteriorated credit quality, which were recorded at
their fair value of $6.2 million at the date of acquisition.

Over the life of the loans acquired with deteriorated credit quality, the Company continues to estimate cash flows expected to be collected on
individual loans or on pools of loans sharing common risk characteristics. The Company evaluates whether the present value of such loans have
decreased and if so, a provision for loan loss is recognized. For any increases in cash flows expected to be collected, the Company adjusts the
amount of accretable yield recognized on a prospective basis over the remaining life of the applicable pool of loans. During the third quarter of
2011, management determined that the anticipated cash flows related to commercial and industrial loans in the Covered Loan portfolio had
declined since its original estimates. Accordingly, the Company recorded a provision for loan losses of $50,000 related to the decrease in the
expected cash flows in the Covered Loan portfolio.

Credit quality indicators on the Company s loan portfolio, excluding loans acquired with deteriorated credit quality, as of the dates indicated are
as follows.

September 30, 2011

Special

(dollars in thousands) Pass Mention Substandard Doubtful Total

One- to four-family first mortgage $ 168,855 $ 752 $ 3,169 $ $172,776
Home equity loans and lines 38,095 193 100 38,388
Commercial real estate 178,707 1,694 4,067 184,468
Construction and land 60,415 674 3,102 64,191
Multi-family residential 12,762 586 13,348
Commercial and industrial 77,563 2,588 117 80,268
Other consumer 27,352 62 35 27,449
Total loans $ 563,749 $ 5,963 $ 11,176 $ $ 580,888

December 31, 2010
Special

(dollars in thousands) Pass Mention Substandard Doubtful Total

One- to four-family first mortgage $102,872 $ 1,543 $ 742 $ $ 105,157
Home equity loans and lines 24,815 46 37 24,898
Commercial real estate 111,739 3,286 921 115,946
Construction and land 43,399 1,559 219 45,177
Multi-family residential 4,493 4,493
Commercial and industrial 38,467 3,400 380 42,247
Other consumer 21,470 40 36 21,546
Total loans $ 347,255 $ 9,874 $ 2,335 $ $ 359,464

11
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The above classifications follow regulatory guidelines and can generally be described as follows: pass loans are of satisfactory quality, special
mention loans have a potential weakness or risk that may result in the deterioration of future repayment, substandard loans are inadequately
protected by the current net worth and paying capacity of the borrower or of the collateral pledged (these loans have a well defined weakness
and there is a distinct possibility that the Company will sustain some loss); doubtful loans, based on existing circumstances, have weaknesses
that make collection or liquidation in full highly questionable and improbable. In addition, residential loans are classified using an inter-agency
regulatory methodology that incorporates the extent of the delinquency and the loan-to-value ratios. These classifications were the most current
available as of the dates indicated and were generally updated within the quarter. Loans acquired with deteriorated credit quality are excluded
from the schedule of credit quality indicators due to credit losses included in their fair value at the time of acquisition.

Age analysis of past due loans, excluding loans acquired with deteriorated credit quality, as of the dates indicated is as follows.

September 30, 2011

Greater

30-59 60-89 Than

Days Days 90

Past Past Days Total Current Total
(dollars in thousands) Due Due Past Due Past Due Loans Loans
Real estate loans:
One- to four-family first mortgage $1,681 $ 997 $ 1,887 $ 4,565 $168,211 $172,776
Home equity loans and lines 287 120 407 37,981 38,388
Commercial real estate 1,214 503 1,717 182,751 184,468
Construction and land 425 13 212 650 63,541 64,191
Multi-family residential 586 586 12,762 13,348
Total real estate loans 3,607 1,130 3,188 7,925 465,246 473,171
Other loans:
Commercial and industrial 116 116 80,152 80,268
Consumer 139 69 8 216 27,233 27,449
Total other loans 255 69 8 332 107,385 107,717
Total loans $ 3,862 $1,199 $ 3,196 $ 8,257 $ 572,631 $ 580,888

12
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(dollars in thousands)

Real estate loans:

One- to four-family first mortgage
Home equity loans and lines
Commercial real estate
Construction and land
Multi-family residential

Total real estate loans

Other loans:
Commercial and industrial
Consumer

Total other loans

Total loans

30-59

Days
Past
Due

$3,413
196

443
94

4,146

334
192

526

$4,672

December 31, 2010

Greater
60-89 Than
Days 90
Past Days

Due Past Due

$234 § 277
22
408
207 12
463 697
289 351
71 8
360 359
$823 $ 1,056

Total Current
Past Due Loans

$ 3,924  $101,233

218 24,680
851 115,095
313 44,864

4,493

5,306 290,365

974 41,273
271 21,275
1,245 62,548

$ 6,551