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Title of Each Class of Amount Proposed Proposed Amount of

Securities to to be Maximum Maximum Registration

be Registered Registered (1) Offering Price Aggregate Fee (2)
Per Unit Offering Price (2)

Common Stock, $0.01 par value 15,870,000 Not applicable $ 158,700,000 $ 4,873.00(3)

(1)  Represents the maximum number of shares of common stock issuable upon the consummation of the conversion of Home Federal MHC
and computed based on the number of shares that may be exchanged for the securities being registered. Pursuant to Rule 416, this
Registration Statement also covers an indeterminate number of shares of common stock as may become issuable as a result of stock
splits, stock dividends or similar transactions.

(2)  Pursuant to Rule 457(f) under the Securities Act of 1933, as amended, and solely for the purpose of calculating the registration fee, the
proposed maximum aggregate offering price is based on the price per share ($10.00) and the number of shares of Home Federal
Bancorp, Inc. (new) to be issued in the exchange.

(3)  Registration fee of $3,393.00 p reviously paid with the filing of the registration statement on September 25, 2007 .

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its effective date until the registrant
shall file a further amendment which specifically states that this registration statement shall thereafter become effective in accordance with
Section 8(a) of the Securities Act of 1933 or until the registration statement shall become effective on such date as the Securities and Exchange
Commission, acting pursuant to said Section 8(a), may determine.
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PROSPECTUS OF HOME FEDERAL BANCORP, INC. (NEW)
PROXY STATEMENT OF HOME FEDERAL BANCORP, INC.

Home Federal Bancorp, Inc., Home Federal Bank and Home Federal MHC are converting from the mutual holding company structure to a
fully public ownership structure. Currently, Home Federal MHC owns 58.9% of the issued and outstanding shares of Home Federal Bancorp s
common stock. The remaining 41.1% of Home Federal Bancorp s outstanding shares of common stock is owned by other stockholders, who are
referred to as the public stockholders. As a result of the conversion, new Home Federal Bancorp, Inc., a Maryland corporation which was
recently formed by Home Federal Bank, will become the parent holding company for Home Federal Bank.

Shares of Home Federal Bancorp s common stock owned by the public will be exchanged for between 10,200,000 and 13,800,000 shares
of common stock of new Home Federal Bancorp (subject to increase to 15,870,000 shares as a result of market demand, regulatory
considerations or changes in financial markets) so that Home Federal Bancorp s existing public stockholders will own approximately the same
percentage of new Home Federal Bancorp common stock as they owned of Home Federal Bancorp s common stock immediately prior to the
conversion. The actual number of shares that you will receive will depend on the exchange ratio, which will depend on the percentage of Home
Federal Bancorp s common stock held by the public at the completion of the conversion, the final independent appraisal of new Home Federal
Bancorp and the number of shares of new Home Federal Bancorp common stock sold in the offering described in the following paragraph. It
will not depend on the market price of common stock. See The Conversion and Stock Offering Effect of the Conversion on Current
Stockholders  Effect on Outstanding Shares of Home Federal Bancorp for a discussion of the exchange ratio. Based on the $ per share
closing price of Home Federal Bancorp s common stock as of the date of this proxy statement/prospectus, unless at least 10,200,000 shares of
new Home Federal Bancorp are sold in the Offering (slightly over the mid-point of the offering range), the initial aggregate value of the new
Home Federal Bancorp common stock you receive in the share exchange would be less than the aggregate market value of the Home Federal
Bancorp common stock that you currently own. See Risk Factors  Holders of New Home Federal Bancorp common stock may not be able to
sell their shares when desired if a liquid trading market does not develop, or for $10.00 or more per share even if a liquid trading market
develops.

Concurrently with the exchange offer, we are offering up to 13,800,000 shares of common stock of new Home Federal Bancorp,
representing the 58.9% ownership interest of Home Federal MHC in Home Federal Bancorp, for sale to eligible depositors and the public at a
price of $10.00 per share. We may increase the maximum number of shares that we sell in the offering, without notice to persons who have
subscribed for shares, by up to 15%, to 15,870,000 shares, as a result of market demand, regulatory considerations or changes in financial
markets. The conversion of Home Federal MHC and the offering and exchange of common stock by new Home Federal Bancorp is referred to
herein as the conversion and offering. After the conversion and offering are completed, Home Federal Bank will be a wholly-owned subsidiary
of new Home Federal Bancorp, and 100% of the common stock of new Home Federal Bancorp will be owned by public stockholders. As a result
of the conversion and offering, Home Federal MHC and Home Federal Bancorp will cease to exist.

Home Federal Bancorp s common stock is currently listed on the Nasdaq Global Market under the symbol HOME. We have applied to
have the common stock of new Home Federal Bancorp listed for trading on the Nasdaq Global Select Market and we expect that the common
stock will trade under the symbol HOMED for a period of 20 trading days after completion of the offering. Thereafter, new Home Federal
Bancorp s trading symbol will revert to HOME. We cannot assure you that our common stock will be approved for listing on the Nasdaq Global
Select Market. The conversion and offering cannot be completed unless the stockholders of Home Federal Bancorp approve the plan of

conversion and reorganization. Home Federal Bancorp is holding a special meeting of stockholders at the , Boise,
Idaho, on , __,2007 at __ p.m., Mountain time, to consider and vote upon:
1. The amended plan of conversion and reorganization (the plan of conversion and reorganization ) of Home Federal MHC, Home

Federal Bank and Home Federal Bancorp;

2. The approval of the adjournment of the special meeting, if necessary, to solicit additional proxies in the event that there are not
sufficient votes at the time of the special meeting to approve the plan of conversion;
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3. Informational proposals with respect to the articles of incorporation and bylaws of new Home Federal Bancorp which were
approved as part of the process in which the board of directors of Home Federal Bancorp approved the plan of conversion and reorganization.
These proposals are informational in nature only, because the Office of Thrift Supervision regulations governing mutual to stock conversions do
not provide for votes on matters other than the plan of conversion and reorganization. While we are asking you to vote with respect to each of
the informational proposals listed above, the proposed provisions for which an informational vote is requested will become effective if
stockholders approve the plan of conversion and reorganization , regardless of whether stockholders vote to approve any or all of the
informational proposals; and

4. Such other business that may properly come before the meeting (management is not aware of any such matters).

Home Federal Bancorp s board of directors unanimously recommends that its stockholders vote FOR the plan of conversion and
reorganization, FOR the adjournment of the special meeting, and FOR the Informational Proposals.

This document serves as the proxy statement for the special meeting of stockholders of Home Federal Bancorp and the prospectus for the
shares of new Home Federal Bancorp s common stock to be issued in exchange for shares of Home Federal Bancorp s common stock. We urge
you to read this entire document carefully. You can also obtain information about our companies from documents that we have filed with the
Securities and Exchange Commission and the Office of Thrift Supervision. This document does not serve as the prospectus relating to the
offering by new Home Federal Bancorp of its shares of common stock in the subscription offering and any community offering or syndicated
community offering, both of which will be made pursuant to a separate prospectus.

This investment involves a degree of risk, including the possible loss of principal. Please read Risk Factors beginning on page 4.

These securities are not deposits or savings accounts and are not insured or guaranteed by the Federal Deposit Insurance Corporation or
any other government agency.

None of the Securities and Exchange Commission, the Office of Thrift Supervision or any state securities regulator has approved or
disapproved of these securities or determined if this proxy statement/prospectus is accurate or complete. Any representation to the contrary is a
criminal offense.

For assistance, please contact the Stock Information Center at (208)
KEEFE, BRUYETTE & WOODS

The date of this proxy statement/prospectus is , 2007, and it is first being mailed to stockholders of
Home Federal Bancorp, Inc. on or about _ ,2007.
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REFERENCE TO ADDITIONAL INFORMATION

This proxy statement/prospectus incorporates important business and financial information about Home Federal Bancorp, new Home
Federal Bancorp, Home Federal MHC and Home Federal Bank from other documents that are not included in, or delivered with, this proxy
statement/prospectus, including the plan of conversion and reorganization. This information is available to you without charge upon your written
or oral request. You can obtain these documents relating to Home Federal Bancorp, new Home Federal Bancorp, Home Federal Bank or Home
Federal MHC by requesting them in writing or by telephone from:

Home Federal Bancorp
500 12th Avenue South
Nampa, Idaho 83651
Attention: Investor Relations
(208) 466-4634

If you would like to request documents, you must do so no later than ______ __, 2007 in order to receive them before Home
Federal Bancorp s special meeting of stockholders. You will not be charged for any of these documents that you request.

For additional information, please see the section entitled Where You Can Find More Information beginning on page ___ of this proxy
statement/prospectus. A copy of the plan of conversion and reorganization is also available for inspection at each of Home Federal Bank s
branches.

For information on submitting your proxy, please refer to the instructions on the enclosed proxy card.
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You should rely only on the information contained in this proxy statement/prospectus or to which we have referred you. We have not
authorized anyone to provide you with information that is different. This proxy statement/prospectus does not constitute an offer to sell, or the
solicitation of an offer to buy, any of the securities offered hereby to any person in any jurisdiction in which such offer or solicitation would be
unlawful. The affairs of Home Federal Bancorp, Home Federal MHC, new Home Federal Bancorp and Home Federal Bank and their
subsidiaries may change after the date of this proxy statement/prospectus. Delivery of this proxy statement/prospectus and the exchange of
shares of new Home Federal Bancorp common stock made hereunder does not mean otherwise.
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Home Federal Bancorp, Inc.
500 12th Avenue South
Nampa, Idaho 83651
(208) 466-4634

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
To Be Held on _ 52007

NOTICE IS HEREBY GIVEN that a special meeting of stockholders of Home Federal Bancorp, Inc. will be held at the ,

, Nampa, Idaho on , __,2007 at ___ p.m., Mountain Time, to consider and vote upon:

1. The approval of a plan of conversion and reorganization and the transactions contemplated thereby pursuant to which, among
other things, new Home Federal Bancorp, Inc. will offer for sale shares of its common stock and shares of common stock of Home Federal
Bancorp currently held by public stockholders will be exchanged for shares of common stock of new Home Federal Bancorp upon the
conversion of Home Federal MHC, Home Federal Bank and Home Federal Bancorp from the mutual holding company structure to the stock
holding company form;

2. The approval of the adjournment of the special meeting, if necessary, to solicit additional proxies in the event that there are not
sufficient votes at the time of the special meeting to approve the plan of conversion;

3. The following informational proposals:

3a Approval of an increase in the authorized shares of capital stock;

3b Approval of a provision in new Home Federal Bancorp s articles of incorporation requiring a super-majority stockholder
vote to approve mergers, consolidations and similar transactions;

3c Approval of a provision in new Home Federal Bancorp s articles of incorporation limiting the ability of stockholders to
remove directors;

3d Approval of a provision in new Home Federal Bancorp s articles of incorporation to limit the voting rights of shares
beneficially owned in excess of 10% of new Home Federal Bancorp s outstanding voting stock;

3e Approval of a provision in new Home Federal Bancorp s articles of incorporation requiring a super-majority stockholder

vote to amend certain provisions of new Home Federal Bancorp s articles of incorporation; and

3f Approval of a provision in new Home Federal Bancorp s bylaws requiring a super-majority stockholder vote to amend
certain provisions of new Home Federal Bancorp s bylaws.
4. Such other business that may properly come before the meeting.

NOTE: The Board of Directors is not aware of any other business to come before the meeting.

The provisions of new Home Federal Bancorp s articles of incorporation and bylaws which are summarized as informational proposals 3a
through 3f were approved as part of the process in which the board of directors of Home Federal Bancorp approved the plan of conversion and
reorganization. These proposals are informational in nature only, because the office of Thrift Supervision regulations governing mutual to stock
conversions do not provide for votes on matters other than the plan of conversion and reorganization. While we are asking you to vote
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with respect to each of the informational proposals listed above, the proposed provisions for which an informational vote is requested will
become effective if stockholders approve the plan of conversion and reorganization, regardless of whether stockholders vote to approve any or
all of the informational proposals.

The board of directors has fixed __, 2007, as the record date for the determination of stockholders entitled to notice of and to vote
at the special meeting and at an adjournment or postponement thereof. Upon written request addressed to the Secretary of Home Federal
Bancorp at the address given above, stockholders may obtain an additional copy of this proxy statement/prospectus and/or a copy of the plan of
conversion and reorganization. In order to assure timely receipt of the additional copy of the proxy statement/prospectus and/or the plan of

conversion and reorganization, the written request should be received by Home Federal Bancorp by __,2007. In addition, all such
documents may be obtained by calling our Stock Information Center at (208) , Monday through Friday, between a.m. and
p.m.

By Order of the Board of Directors,

Daniel L. Stevens
Chairman, President and Chief
Executive Officer

Nampa, Idaho
_,2007
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QUESTIONS AND ANSWERS
FOR STOCKHOLDERS OF HOME FEDERAL BANCORP

You should read this document and the plan of conversion and reorganization for more information about the conversion and stock
offering. The plan of conversion and reorganization has been conditionally approved by our regulators.

Q. What are stockholders being asked to approve?

A. Home Federal Bancorp stockholders as of __, 2007 are being asked to vote on the plan of conversion and reorganization. Under
the plan of conversion and reorganization, Home Federal MHC will convert from the mutual holding company form to a stock holding company,
and as part of such conversion, a new company, new Home Federal Bancorp will offer for sale, in the form of shares of it common stock, Home
Federal MHC s 58.9% ownership interest in Home Federal Bancorp. In addition to the shares of common stock to be issued to those who
purchase shares in the stock offering, public stockholders of Home Federal Bancorp as of the completion of the conversion, will receive shares
of new Home Federal Bancorp common stock in exchange for their existing shares. Informational proposals relating to new Home Federal
Bancorp s articles of incorporation are also described in this proxy statement/prospectus, but, due to Office of Thrift Supervision regulations, are
not subject to a vote of the Home Federal Bancorp s stockholders. Home Federal Bancorp s stockholders are not being asked to approve these
informational proposals at the special meeting.

In addition, Home Federal Bancorp stockholders are asked to approve the adjournment of the special meeting, if necessary, to solicit
additional proxies in the event that there are not sufficient votes at the time of the special meeting approve the plan of conversion and
reorganization.

Stockholders also are asked to vote on the following informational proposals with respect to the articles of incorporation and bylaws of
new Home Federal Bancorp:

Approval of an increase in the authorized shares of capital stock;

Approval of a provision in new Home Federal Bancorp s articles of incorporation requiring a super-majority stockholder vote to
approve mergers, consolidations and similar transactions;

Approval of a provision in new Home Federal Bancorp s articles of incorporation limiting the ability of stockholders to remove
directors;

Approval of a provision in new Home Federal Bancorp s articles of incorporation to limit the voting rights of shares beneficially
owned in excess of 10% of new Home Federal Bancorp s outstanding voting stock;

Approval of a provision in new Home Federal Bancorp s articles of incorporation requiring a super-majority stockholder vote to
amend certain provisions of new Home Federal Bancorp s articles of incorporation; and

Approval of a provision in new Home Federal Bancorp s bylaws requiring a super-majority stockholder vote to amend certain
provisions of new Home Federal Bancorp s bylaws.

The provisions of new Home Federal Bancorp s articles of incorporation and bylaws which are summarized as informational proposals 3a
through 3f were approved as part of the process in which the board of directors of Home Federal Bancorp approved the plan of conversion and
reorganization. These proposals are informational in nature only, because the Office of Thrift Supervision regulations governing mutual to stock
conversions do not provide for votes on matters other than the plan of conversion and reorganization. While we are asking you to vote with
respect to each of the informational proposals listed above, the proposed provisions for which an informational vote is requested will become
effective if stockholders approve the plan of conversion and reorganization, regardless of whether stockholders vote to approve any or all of the
informational proposals. The provisions of new Home Federal Bancorp s articles of incorporation and bylaws which are summarized as
informational proposals may have the effect of deterring or rendering more difficult attempts by third parties to obtain control of new Home
Federal Bancorp if such attempts are not approved by the Board of Directors, or may make the removal of the board of directors management, or
the appointment of new directors, more difficult.
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Q. What is the conversion?

A. Home Federal Bank, Home Federal Bancorp and Home Federal MHC are converting from a mutual holding company structure to a
fully-public ownership structure. Currently, Home Federal MHC owns 58.9% of Home Federal Bancorp s common stock. The remaining 41.1%
of common stock is owned by public stockholders. As a result of the conversion, our newly formed company, called new Home Federal
Bancorp, will become the parent of Home Federal Bank.

Shares of common stock of new Home Federal Bancorp, representing the current 58.9% ownership interest of Home Federal MHC in
Home Federal Bancorp, are being offered for sale to eligible depositors and to the public. At the completion of the conversion and offering,
current public stockholders of Home Federal Bancorp will exchange their shares of Home Federal Bancorp common stock for shares of common
stock of new Home Federal Bancorp.

After the conversion and offering are completed, Home Federal Bank will become a wholly-owned subsidiary of new Home Federal
Bancorp, and 100% of the common stock of new Home Federal Bancorp will be owned by public stockholders. As a result of the conversion and
offering, Home Federal MHC and Home Federal Bancorp will cease to exist.

See The Conversion and Stock Offering beginning on page 130 of this proxy statement/prospectus, for more information about the
conversion.

Q. What will stockholders receive for their existing Home Federal Bancorp shares?

A. As more fully described in the section entitled The Conversion and Stock Offering, depending on the number of shares sold in the stock
offering, each share of common stock of Home Federal Bancorp that you own immediately prior to the completion of the conversion and stock
offering will be exchanged for between 7,103,110 new shares of new Home Federal Bancorp at the minimum and 9,610,090 new shares of new
Home Federal Bancorp at the maximum of the offering range (cash will be paid in lieu of fractional shares). For example, if you own 100 shares

of Home Federal Bancorp common stock and the exchange ratio is 1.3364, after the conversion you will receive 133 shares of new Home
Federal Bancorp common stock and $6.40 in cash, the value of the fractional share, based on the $10.00 per share offering price. Stockholders
who hold shares in street-name at a brokerage firm will receive these funds in their brokerage account. Stockholders who have stock certificates
will receive checks. The actual number of shares you receive will depend upon the number of shares we sell in our offering, which in turn will
depend upon the final appraised value of new Home Federal Bancorp. The exchange ratio will adjust based on the number of shares sold in the
offering. It will not depend on the market price of Home Federal Bancorp s common stock.

Q. What are the reasons for the conversion and offering?

A. We believe that this is the right time for Home Federal MHC to convert to the stock form. We are pursuing the conversion for the
following general reasons:

The additional funds resulting from the offering will support continued growth and expansion as well as provide increased lending
capability.

We believe that our current mutual holding company structure has limited our opportunities to acquire other institutions because
we cannot now issue stock in an acquisition in an amount that would cause Home Federal MHC to own less than a majority of the
outstanding shares of Home Federal Bancorp. We expect that our conversion will facilitate our ability to acquire other institutions
in the future by eliminating this requirement of majority ownership by our mutual holding company. Currently, we have no plans,
agreements or understandings regarding any merger or acquisition transactions.

ii
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The conversion will increase the number of outstanding shares held by public stockholders and we expect our stock to have
greater liquidity.

We believe that the conversion also will help us grow our loan portfolio, particularly in the commercial lending area. The increased capital
from the offering proceeds will enable us to make larger loans than we have been able to in the past and make us a more effective competitor in
our market areas. In order to capitalize on these opportunities we have hired and plan to hire several additional commercial lending officers who
will focus on increasing our commercial loan portfolio. We believe that, as a stock-form institution, we may be in a better position to attract and
retain quality loan officers. In addition, we plan to expand our banking franchise by opening additional branch offices. We are planning four to
six new branches that we intend to open within the next 24 months. There is currently one new branch under construction in Nampa, Idaho and
plans are being finalized for the construction of a new branch office in the Meridian, Idaho market in 2008. We hope to be able to use these new
branches to enhance our commercial lending efforts in which we open new offices. In addition, we believe that there may be opportunities to
make acquisitions of other financial institutions in the future, although we do not currently have any plans, agreements or understandings
regarding any acquisition transactions. The proceeds from the offering as well as the stock form of ownership will facilitate our ability to
consider acquisitions in the future.

Q. Why should I vote?

A. You are not required to vote, but your vote is very important. In order for us to implement the plan of conversion and reorganization, we
must receive the affirmative vote of the holders of a majority of the outstanding shares of Home Federal Bancorp common stock, other than
shares held by Home Federal MHC. YOUR BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE FOR THE PLAN OF
CONVERSION AND REORGANIZATION.

Q. What happens if I don t vote?

A. Your prompt vote is very important. Not voting will have the same effect as voting _Against the plan of conversion and
reorganization. Without sufficient favorable votes for the conversion, we will not proceed with the conversion and offering.

Q. How do I vote?

A. You should sign your proxy card and return it in the enclosed proxy reply envelope. Please vote promptly. Not voting has the same
effect as voting _Against.

Q. If my shares are held in street name, will my broker automatically vote on my behalf?

A. No. Your broker will not be able to vote your shares without instructions from you. You should instruct your broker to vote your shares,
using the directions that your broker provides to you.

Q. What if I do not give voting instructions to my broker?

A. Your vote is important. If you do not instruct your broker to vote your shares by proxy they will not be voted, and each unvoted share
will have the same effect as a vote against the plan of conversion and reorganization.

Q. How will my existing Home Federal Bancorp shares be exchanged?

A. The conversion of your shares of Home Federal Bancorp common stock into the right to receive shares of new Home Federal Bancorp
common stock will occur automatically on the effective date of the conversion, although you will need to exchange your stock certificate(s) if
you hold shares in certificate form. As soon as practicable after the effective date of the conversion and reorganization, our exchange agent will
send a transmittal form to you. The transmittal forms are expected to be mailed promptly after the effective date and will contain instructions on
how to submit the stock certificate(s) representing existing shares of Home Federal Bancorp common stock. No fractional shares of new Home
Federal Bancorp common stock will be issued to you when the conversion is completed. For

il
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each fractional share that would otherwise be issued to a stockholder who holds a certificate, you will be paid by check an amount equal to the
product obtained by multiplying the fractional share interest to which you would otherwise be entitled by $10.00. If your shares are held in street
name, you will automatically receive cash in lieu of fractional shares.

Q. Should I submit my stock certificates now?

A. No. If you hold your certificate(s), instructions for exchanging the shares will be sent to you after completion of the conversion and
stock offering. If your shares are held in street name, rather than in certificate form, the share exchange will occur automatically upon
completion of the conversion and stock offering.

Further Questions?

For answers to other questions, please read this proxy statement/prospectus. Questions about the stock offering or voting may be
directed to the Stock Information Center by calling (208) , Monday - Friday, from ___a.m. to p-m., Mountain time.

v
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SUMMARY

The following summary highlights the material information from this proxy statement/prospectus and may not contain all the information
that is important to you. You should read this entire document carefully, including the sections entitled Risk Factors and The Conversion
and Stock Offering and the consolidated financial statements and the notes to the consolidated financial statements.

What This Document Is About

The boards of directors of Home Federal Bancorp, Home Federal MHC, Home Federal Bank and new Home Federal Bancorp have
adopted a plan of conversion and reorganization pursuant to which Home Federal Bank will reorganize from a mutual holding company
structure to a stock form holding company structure. As part of the conversion, Home Federal Bank formed new Home Federal Bancorp. Public
stockholders of Home Federal Bancorp will receive shares in new Home Federal Bancorp in exchange for their shares of Home Federal Bancorp
common stock based on an exchange ratio. This conversion to a stock holding company structure also includes the offering by new Home
Federal Bancorp of shares of its common stock to eligible depositors and borrowers of Home Federal Bank in a subscription offering and, if
necessary, to the public in a community offering and syndicated community offering. Following the conversion and offering, Home Federal
MHC and Home Federal Bancorp will no longer exist and new Home Federal Bancorp will be the parent company of Home Federal Bank.

The conversion and offering cannot be completed unless the stockholders of Home Federal Bancorp approve the plan of conversion and
reorganization. Home Federal Bancorp s stockholders will vote on the plan of conversion and reorganization at Home Federal Bancorp s special
meeting. This document is the proxy statement used by Home Federal Bancorp s board of directors to solicit proxies for the special meeting. It is
also the prospectus of new Home Federal Bancorp regarding the shares of new Home Federal Bancorp common stock to be issued to Home
Federal Bancorp s stockholders in the share exchange. This document does not serve as the prospectus relating to the offering by new Home
Federal Bancorp of its shares of common stock in the subscription offering and any community offering or syndicated community offering, both
of which will be made pursuant to a separate prospectus.

In addition, informational proposals relating to new Home Federal Bancorp s articles of incorporation are also described in this proxy
statement/prospectus, but, due to Office of Thrift Supervision regulations, are not subject to a vote of Home Federal Bancorp stockholders.
Home Federal Bancorp stockholders are not being asked to approve these informational proposals at the special meeting.

The Home Federal Bancorp Special Meeting

Date, Time and Place. Home Federal Bancorp will hold its special meeting of stockholders to consider and vote on the plan of
conversion and reorganization at the s , Nampa, Idaho on 2007 at p-m., Mountain Time.

JR——)

Record Date. The record date for stockholders entitled to vote at the special meeting of stockholders is __,2007. As of that
date, shares of Home Federal Bancorp common stock were outstanding and entitled to vote at the special meeting.

The Proposals. Stockholders will be voting on the following proposals at the special meeting:

1. Approval of the plan of conversion and reorganization;

2. Approval of the adjournment of the special meeting, if necessary, to solicit additional proxies in the event that there are not
sufficient votes at the time of the special meeting to approve the plan of conversion;
1
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3. The approval of the following informational proposals:
3a Approval of an increase in the authorized shares of capital stock;

3b Approval of a provision in new Home Federal Bancorp s articles of incorporation requiring a super-majority stockholder
vote to approve mergers, consolidations and similar transactions;

3c Approval of a provision in new Home Federal Bancorp s articles of incorporation limiting the ability of stockholders to
remove directors;

3d Approval of a provision in new Home Federal Bancorp s articles of incorporation to limit the voting rights of shares
beneficially owned in excess of 10% of new Home Federal Bancorp s outstanding voting stock;

3e Approval of a provision in new Home Federal Bancorp s articles of incorporation requiring a super-majority stockholder
vote to amend certain provisions of new Home Federal Bancorp s articles of incorporation; and

3f Approval of a provision in new Home Federal Bancorp s bylaws requiring a super-majority stockholder vote to amend
certain provisions of new Home Federal Bancorp s bylaws.

4. Any other matters that may properly come before the special meeting or any adjournment or postponement thereof (management
is not aware of any such matters).

The provisions of new Home Federal Bancorp s articles of incorporation and bylaws which are summarized as informational proposals 3a
through 3f were approved as part of the process in which the board of directors of Home Federal Bancorp approved the plan of conversion and
reorganization. These proposals are informational in nature only, because the Office of Thrift Supervision s regulations governing
mutual-to-stock conversions do not provide for votes on matters other than the plan of conversion and reorganization. While we are asking you
to vote with respect to each of the informational proposals listed above, the proposed provisions for which an informational vote is requested
will become effective if stockholders approve the plan of conversion and reorganization, regardless of whether stockholders vote to approve any
or all of the informational proposals. The provisions of new Home Federal Bancorp s articles of incorporation and bylaws which are summarized
as informational proposals may have the effect of deterring or rendering more difficult attempts by third parties to obtain control of new Home
Federal Bancorp if such attempts are not approved by the Board of Directors, or may make the removal of the board of directors management, or
the appointment of new directors, more difficult.

Vote Required

Proposal 1: Approval of the plan of conversion and reorganization. We must obtain the affirmative vote of (i) the holders of a
majority of the outstanding shares of common stock of Home Federal Bancorp, other than Home Federal MHC, and (ii) the holders of two-thirds
of the votes eligible to be cast by stockholders of Home Federal Bancorp, including Home Federal MHC.

Proposal 2: Approval of the adjournment of the special meeting. We must obtain the affirmative vote of the majority of the votes cast
by holders of outstanding shares of Home Federal Bancorp common stock to adjourn the special meeting, if necessary, to solicit additional
proxies in the event that there are not sufficient votes at the time of the special meeting to approve the proposal to approve the plan of conversion
and reorganization.

Informational Proposals 3a through 3f. The provisions of new Home Federal Bancorp s articles of incorporation and bylaws which are
summarized as informational proposals 3a through 3f were approved as part of
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the process in which the board of directors of Home Federal Bancorp approved the plan of conversion and reorganization. These proposals are
informational in nature only, because the Office of Thrift Supervision regulations governing mutual to stock conversions do not provide for
votes on matters other than the plan of conversion and reorganization. While we are asking you to vote with respect to each of the informational
proposals listed above, the proposed provisions for which an informational vote is requested will become effective if stockholders approve the
plan of conversion and reorganization, regardless of whether stockholders vote to approve any or all of the informational proposals. The
provisions of new Home Federal Bancorp s articles of incorporation and bylaws which are summarized as informational proposals may have the
effect of deterring or rendering more difficult attempts by third parties to obtain control of new Home Federal Bancorp if such attempts are not
approved by the Board of Directors, or may make the removal of the board of directors management, or the appointment of new directors, more
difficult.

Other Matters. We must obtain the affirmative vote of the majority of the votes cast by holders of outstanding shares of common stock of
Home Federal Bancorp.

As of the voting record date, the directors and executive officers of Home Federal Bancorp owned ___ shares, or approximately
___% of the outstanding shares of Home Federal Bancorp common stock eligible to vote at the special meeting and Home Federal MHC owned
8,979,246 shares, or approximately 58.9% of the outstanding shares of Home Federal Bancorp common stock. Home Federal MHC will vote all
of its shares FOR the plan of conversion and reorganization, FOR approval of the adjournment of the special meeting, and FOR each of the
Informational Proposals 3a through 3f.

Your board of directors unanimously recommends that you vote FOR the plan of conversion and reorganization, FOR the
adjournment of the special meeting, and FOR the Informational Proposals 3a through 3f.

The Companies

New Home Federal Bancorp, Inc. New Home Federal Bancorp is a newly formed Maryland corporation. New Home Federal Bancorp
is offering for sale to certain depositors and borrowers of Home Federal Bank and others, shares of its common stock representing the 58.9%
ownership interest in Home Federal Bancorp, the mid-tier stock holding company, that is currently owned by Home Federal MHC. The
remaining 41.1% ownership interest in Home Federal Bancorp is currently owned by other stockholders (who are sometimes referred to as the

public stockholders ) and will be exchanged for shares of new Home Federal Bancorp s common stock based on an exchange ratio of 1.1360 to

1.5369. The exchange ratio may be increased to as much as 1.7674 in the event the maximum of the offering range is increased by 15%. The
actual exchange ratio will be determined at the closing of the offering and will depend on the number of shares of new Home Federal Bancorp s
common stock sold in the stock offering. The executive offices of new Home Federal Bancorp are located at 500 12th Avenue South, Nampa,
Idaho 83651, and its telephone number is (208) 466-4634.

Home Federal Bank. Home Federal Bank was founded in 1920 as a building and loan association and reorganized as a federal mutual
savings and loan association in 1936. We are a community-based financial institution primarily serving the Boise, Idaho and surrounding
metropolitan area known as the Treasure Valley region of southwestern Idaho, including Ada, Canyon, Elmore and Gem counties. We conduct
our operations through our 15 full-service banking offices, and two loan centers. Included in our 15 full-service banking offices are six
Wal-Mart in-store branch locations. We are in the business of attracting deposits from the public and utilizing those deposits, along with other
borrowings, to originate loans. We offer a wide range of loan products to meet the demands of our customers. Historically, lending activities
have been primarily directed toward the origination of residential and commercial real estate loans. Real estate lending activities have been
primarily focused on first mortgages on owner occupied, one- to four-family residential properties. To an increasing extent in recent years,
lending activities have also included the origination of residential and commercial construction and land development loans and home equity
loans. While continuing our commitment to residential lending, management expects commercial lending, including commercial real estate,
builder finance and commercial business lending, to
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become increasingly important activities for us. Consistent with this strategy, we appointed Mr. Len E. Williams as President of Home Federal
Bank in September 2006 and to Home Federal Bancorp s board of directors in April 2007. Mr. Williams has extensive experience in business
related lending. Before starting his tenure with us, Mr. Williams served as Senior Vice President and Head of Business Banking of Fifth Third
Bank and held several management positions with Key Bank, including President of Business Banking from 2003 to 2005. We expect him to
succeed Mr. Daniel L. Stevens, Home Federal Bancorp s Chairman, President and Chief Executive Officer, as President and Chief Executive
Officer of new Home Federal Bancorp and Home Federal Bank in October 2008.

At June 30, 2007, we had total assets of $728.3 million, deposit accounts of $418.7 million and equity of $110.0 million. Home Federal
Bank maintains a website at www.myhomefed.com.

Home Federal MHC. Home Federal MHC currently is the mutual holding company parent of Home Federal Bancorp. The principal
business purpose of Home Federal MHC is owning more than a majority of the outstanding shares of common stock of Home Federal Bancorp.
Home Federal MHC currently owns 58.9% of the outstanding shares of Home Federal Bancorp. Home Federal MHC will no longer exist upon
completion of the conversion and offering.

Home Federal Bancorp, Inc. Home Federal Bancorp, Inc. is a federal corporation and a mid-tier holding company that owns 100% of
Home Federal Bank. It was formed in 2004 in connection with the reorganization of Home Federal Bank into the mutual holding company
form of organization. Effective with the reorganization, it became a stock holding company and the wholly-owned subsidiary of Home Federal
MHC, a federally chartered mutual holding company.

Home Federal Bancorp conducts its business as a savings and loan holding company and has no significant liabilities. Its primary
business consists of directing, planning and coordinating the business activities of Home Federal Bank.

Stockholders of Home Federal Bancorp who receive new Home Federal Bancorp common stock in exchange for their stock in the
conversion will receive lesser rights as stockholders than they currently have.

As a result of the conversion, existing stockholders of Home Federal Bancorp will become stockholders of new Home Federal Bancorp.
The rights of stockholders of new Home Federal Bancorp will be less than the rights Home Federal Bancorp stockholders currently have. The
decrease in stockholder rights results from differences between the articles of incorporation and bylaws of new Home Federal Bancorp and the
charter and bylaws of Home Federal Bancorp and from distinctions between Maryland and federal law. The differences in stockholder rights
under the articles of incorporation and bylaws of new Home Federal Bancorp are not mandated by Maryland law but have been chosen by
management as being in the best interests of the corporation and all of its stockholders. However, the provisions in new Home Federal Bancorp s
articles of incorporation and bylaws may make it more difficult to pursue a takeover attempt that management opposes. These provisions will
also make the removal of the Board of Directors or management, or the appointment of new directors, more difficult. A comparison of the
differences in stockholder rights include the following:
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Increased vote for removal of
directors for cause

Additional lead time for
stockholder proposals and director
nominations

Increased vote to amend articles of
incorporation

Increased vote to amend bylaws

Requirement for approval of
business combinations with
interested stockholders

Greater vote required to call a
special meeting of stockholders

Restrictions on payment of
greenmail

Additional limitation on voting
shares held in excess of 10% of the
outstanding shares after five years
from the conversion

See Comparison of Rights of New Home Federal Bancorp and Home Federal Bancorp s Stockholders for a further discussion of these

differences.

Home Federal Bancorp

New Home Federal Bancorp

Directors may be removed for cause by the
affirmative vote of a majority of the outstanding
shares.

Any stockholder proposal for an annual meeting
must be submitted five days before the meeting for
new business and 60days before the meeting for
nominations for directors.

Need to be approved by board of directors and
preliminarily approved by the Office of Thrift
Supervision and a majority of the total votes of
stockholders eligible to be cast.

Need a majority vote of board of directors or a
majority of votes cast by stockholders as well as
approval from the Office of Thrift Supervision.

No requirement.

May be called by Chairman, President, a majority
of the board of directors or holders of not less than
10% of the outstanding shares.

No requirement.

No restriction after five years.

Directors may be removed for cause by an
affirmative vote of 80% or more of the
outstanding shares.

Any stockholder proposal for an annual meeting
must be submitted not less than 90 days nor
more than 120 days before the anniversary of
the preceding year s meeting. Nominations for
directors must be submitted not less than 90
days nor more than 120 days before the meeting.

Generally may be
amended by a majority
vote of stockholders
except certain
provisions require
approval by the holders
of 80% or more of the
outstanding shares.

Majority vote of the
board of directors or the
affirmative vote of 80%
or more of the
outstanding shares.

Certain business
combinations involving
interested shareholders
require the affirmative
vote of 80% or more of
the outstanding shares.

May be called by
President, a majority of
the board of directors or
holders of not less than
a majority of the
outstanding shares.

Prohibits new Home
Federal Bancorp from
acquiring shares from
any owner of 5% or
more of the outstanding
shares unless certain
conditions are satisfied.

May not vote shares
held in excess of 10%
of the outstanding
shares.
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RISK FACTORS

You should consider these risk factors, in addition to the other information in this prospectus, in deciding how to vote on the conversion and
before deciding whether to make an investment in new Home Federal Bancorp s stock.

Risks Related to Our Business
Our increased emphasis on commercial lending may expose us to increased lending risks.

Our business strategy is focused on the expansion of commercial real estate, construction and land development and commercial business
lending. These types of lending activities, while potentially more profitable than single-family residential lending, are generally more sensitive
to regional and local economic conditions, making loss levels more difficult to predict. Collateral evaluation and financial statement analysis in
these types of loans requires a more detailed analysis at the time of loan underwriting and on an ongoing basis. While economic trends in the
Treasure Valley Region of Southwest Idaho have been relatively positive, a decline in real estate values, would reduce the value of the real
estate collateral securing our loans and increase the risk that we would incur losses if borrowers defaulted on their loans. In addition, these loans
generally expose a lender to greater risk of non-payment and loss than one- to four-family residential mortgage loans because repayment of the
loans often depends on the successful operation of the property and the income stream of the borrowers. Further, such loans typically involve
larger loan balances to single borrowers or groups of related borrowers compared to one- to four-family residential mortgage loans. Also, many
of our commercial borrowers have more than one loan outstanding with us. Consequently, an adverse development with respect to one loan or
one credit relationship can expose us to a significantly greater risk of loss compared to an adverse development with respect to a one- to
four-family residential mortgage loan. Accordingly, when there are defaults and losses on these types of loans, they are often larger on a per loan
basis than those for permanent single-family or consumer loans. A secondary market for most types of commercial real estate and construction
loans is not readily liquid, so we have less opportunity to mitigate credit risk by selling part or all of our interest in these loans.

Our business strategy includes significant growth plans, and our financial condition and results of operations could be negatively
affected if we fail to grow or fail to manage our growth effectively.

We intend to continue pursuing a significant growth strategy for our business. Our growth initiatives are based upon recruiting experienced
personnel to lead such initiatives, and, accordingly, the failure to identify and retain such personnel would place significant limitations on our
ability to execute our growth strategy. In addition, achieving our growth targets requires us to attract customers that currently have banking
relationships with other financial institutions in our market, thereby increasing our share of the market. To the extent we expand our lending
beyond our current market area, we could incur additional risk related to those new market areas. We cannot assure that we will be able to
expand our market presence in our existing markets or successfully enter new markets or that any such expansion will not adversely affect our
profitability. If we do not manage our growth effectively, we may not be able to achieve our business plan, and our business, profitability and
prospects could be harmed. Also, if our growth occurs more slowly than anticipated or declines, our profitability could be materially adversely
affected.

Our ability to successfully grow will depend on a variety of factors, including our ability to attract and retain experienced bankers, the continued
availability of desirable business opportunities, the competitive responses from other financial institutions in our market area and our ability to
manage our growth. While we believe we have the executive management resources and internal systems in place to successfully manage our
future growth, there can be no assurance growth opportunities will be available or that we will successfully manage our growth.

6
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We are highly dependent on key individuals and a number of the members of the original senior management team that were in place at
the time of our mutual holding company reorganization have either left Home Federal Bank or will be retiring in the next year and as a
result there will be a new management team leading us going forward.

Consistent with our policy of focusing on select growth initiatives we are highly dependent on the continued services of a limited number of our
executive officers and key management personnel. The loss of services of any of these individuals could have a material adverse impact on our
operations because other officers may not have the experience and expertise to readily replace these individuals.

The senior management team of Home Federal Bancorp in place at the time of the mutual holding company reorganization had worked together
for a number of years and, until recently, virtually all of them had worked for us for five years or more. Daniel L. Stevens who has been our
President and Chief Executive Officer since 1995 has announced that he will retire on September 30, 2008 and has begun the transition to his
retirement, including working with his replacement, Len E. Williams. Roger D. Eisenbarth who has been our Senior Vice President and Chief
Lending Officer since 1993 retired on October 15, 2007. Karen Wardwell who had been a Senior Vice President in Operations and Technology
left in June 2007 and T. Blake Burgess our Corporate Secretary and Director of Accounting left in August 2007. In addition, we are currently
interviewing potential candidates for the chief financial officer position. Once this individual is hired, Robert A. Schoelkoph, our current Chief
Financial Officer, will continue to serve as Treasurer and Secretary of Home Federal Bancorp and Home Federal Bank.

While we believe we have in place qualified individuals to replace these individuals and have provided for an orderly transition, the new
individuals will need to develop a cohesive and unified management team. Changes in key personnel and their responsibilities may be disruptive
to our business and could have a material adverse effect on our business, financial condition and profitability. Moreover, our anticipated growth
is expected to place increased demands on our human resources and will require the recruitment of additional middle management personnel.
The competition to hire experienced banking professionals is also intense. If we are unable to attract qualified banking professionals, our
expansion plans could be delayed or curtailed and our business, financial condition, and profitability may be adversely affected.

Fluctuations in interest rates could reduce our profitability and affect the value of our assets.

Like other financial institutions, we are subject to interest rate risk. Our primary source of income is net interest income, which is the difference
between interest earned on loans and investments and the interest paid on deposits and borrowings. We expect that we will periodically
experience imbalances in the interest rate sensitivities of our assets and liabilities and the relationships of various interest rates to each other.
Over any defined period of time, our interest-earning assets may be more sensitive to changes in market interest rates than our interest-bearing
liabilities, or vice versa. In addition, the individual market interest rates underlying our loan and deposit products (e.g., prime) may not change to
the same degree over a given time period. In any event, if market interest rates should move contrary to our position, our earnings may be
negatively affected. In addition, loan volume and quality and deposit volume and mix can be affected by market interest rates. Changes in levels
of market interest rates could materially affect our net interest spread, asset quality, origination volume, and overall profitability.

Interest rates have recently been at historically low levels. However, since June 30, 2004, the U.S. Federal Reserve Board has increased its target
for the federal funds rate 17 times, from 1.00% to 5.25%. While these short-term market interest rates (which we use as a guide to price our
deposits) have increased, longer-term market interest rates (which we use as a guide to price our longer-term loans such as one- to four-family
residential mortgages) have not. This flattening of the market yield curve has had a negative impact on our interest rate spread and net interest
margin to date. If short-term interest rates continue to rise, and if rates on our deposits and borrowings continue to reprice upwards faster than
the rates on our long-term loans and investments, we would experience further compression of our interest rate spread and net interest margin,
which would have a negative effect on our profitability.
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We principally manage interest rate risk by managing our volume and mix of our earning assets and funding liabilities. In a changing interest
rate environment, we may not be able to manage this risk effectively. If we are unable to manage interest rate risk effectively, our business,
financial condition and results of operations could be materially harmed.

Changes in the level of interest rates also may negatively affect our ability to originate real estate loans, the value of our assets and our ability to
realize gains from the sale of our assets, all of which ultimately affect our earnings. At June 30, 2007, we had $215.2 million in loans due after
one year with fixed rates of interest, representing 43.4% of our total loan portfolio and 29.5% of our total assets. Our most recent rate shock
analysis indicates that our net portfolio value would be more adversely affected by an increase in interest rates than by a decrease. See
Management s Discussion and Analysis of Financial Condition and Results of Operations  Asset and Liability Management and Market Risk.

Our business is subject to various lending risks which could adversely impact our results of operations and financial condition.

Our business strategy centers on the continued transition to commercial banking activities in order to expand our net interest margin. Consistent
with this strategy, we are working to further reduce the percentage of our assets that are lower-yielding residential loans and mortgage-backed
securities and to increase the percentage of our assets consisting of construction and land development, commercial and multi-family real estate
and commercial business loans that have higher risk-adjusted returns. Our increasing focus on these types of lending will continue to increase
our risk profile relative to traditional thrift institutions as we continue to implement our business strategy for the following reasons:

Our commercial and multi-family real estate loans involve higher principal amounts than other loans and repayment of these loans may be
dependent on factors outside our control or the control of our borrowers. We originate commercial and multi-family real estate loans for
individuals and businesses for various purposes which are secured by commercial properties. As of June 30, 2007, $134.7 million, or 27.2% and
$6.9 million, or 1.4% (excluding commercial real estate construction loans of $15.2 million), of our total loan portfolio was secured by
commercial and multi-family real estate property, respectively.

The credit risk related to commercial and multi-family real estate loans is considered to be greater than the risk related to one- to four-family
residential or consumer loans because the repayment of commercial and multifamily real estate loans typically is dependent on the income
stream of the real estate securing the loan as collateral and the successful operation of the borrower s business, which can be significantly
affected by conditions in the real estate markets or in the economy. For example, if the cash flow from the borrower s project is reduced as a
result of leases not being obtained or renewed, the borrower s ability to repay the loan may be impaired. In addition, many of our commercial and
multi-family real estate loans are not fully amortizing and contain large balloon payments upon maturity. These balloon payments may require
the borrower to either sell or refinance the underlying property in order to make the balloon payment.

If we foreclose on a commercial and multi-family real estate loan, our holding period for the collateral typically is longer than for one- to
four-family residential mortgage loans because there are fewer potential purchasers of the collateral. Additionally, commercial and multi-family
real estate loans generally have relatively large balances to single borrowers or related groups of borrowers. Accordingly, if we make any errors

in judgment in the collectibility of our commercial and multi-family real estate loans, any resulting charge-offs may be larger on a per loan basis
than those incurred with our residential or consumer loan portfolios. See Business of Home Federal Bancorp and Home Federal Bank Lending
Activities Commercial and Multi-Family Real Estate Lending.

Our construction and land development loans are based upon estimates of costs and value associated with the complete project. We make land
purchase, lot development and real estate construction loans to individuals and builders, primarily for the construction of residential properties
and, to a lesser extent, commercial and multi-family real estate projects. We will originate these loans whether or not the collateral property
underlying the loan is under
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contract for sale. Residential real estate construction loans include single-family tract construction loans for the construction of entry level
residential homes. Over the last two years, we have significantly increased the amount of construction and land development loans in our loan
portfolio, both in dollar amounts and as a percentage of our total loans. At June 30, 2007, $46.2 million or 9.32% of our total loan portfolio
consisted of construction and land development loans.

Our construction and land development loans are based upon estimates of costs and values associated with the completed project, which may be
inaccurate. Construction and land development lending involves additional risks when compared with permanent residential lending because
funds are advanced upon the security of the project, which is of uncertain value prior to its completion. Because of the uncertainties inherent in
estimating construction costs, as well as the market value of the completed project and the effects of governmental regulation of real property, it
is relatively difficult to evaluate accurately the total funds required to complete a project and the related loan-to-value ratio. This type of lending
also typically involves higher loan principal amounts and is often concentrated with a small number of builders. These loans often involve the
disbursement of substantial funds with repayment primarily dependent on the success of the ultimate project and the ability of the borrower to
sell or lease the property or obtain permanent take-out financing, rather than the ability of the borrower or guarantor to repay principal and
interest. If our appraisal of the value of a completed project proves to be overstated, we may have inadequate security for the repayment of the
loan upon completion of construction of the project and may incur a loss. Our ability to continue to originate a significant amount of
construction loans is dependent on the continued strength of the housing market in the Treasure Valley Region of Southwest, Idaho. Further, if
we lost our relationship with one or more of our larger borrowers building in these counties or there is a decline in the demand for new housing
in these counties, it is expected that the demand for construction loans would decline, our liquidity would substantially increase and our net
income would be adversely affected.

Repayment of our commercial business loans is often dependent on the cash flows of the borrower, which may be unpredictable, and the
collateral securing these loans may fluctuate in value. At June 30, 2007, commercial business loans totaled $4.1 million of our total loan
portfolio, however, we intend to significantly expand these types of loans as a percentage of our total loan portfolio. Our commercial business
loans are primarily made based on the identified cash flow of the borrower and secondarily on the underlying collateral provided by the
borrower. Most often, this collateral consists of accounts receivable, inventory or equipment. Credit support provided by the borrower for most
of these loans and the probability of repayment is based on the liquidation of the pledged collateral and enforcement of a personal guarantee, if
any exists. As a result, in the case of loans secured by accounts receivable, the availability of funds for the repayment of these loans may be
substantially dependent on the ability of the borrower to collect amounts due from it customers. The collateral securing other loans may
depreciate over time, may be difficult to appraise and may fluctuate in value based on the success of the business.

If our allowance for loan losses is not sufficient to cover actual loan losses, our earnings could be reduced.

We make various assumptions and judgments about the collectibility of our loan portfolio, including the creditworthiness of our borrowers and
the value of the real estate and other assets serving as collateral for the repayment of many of our loans. In determining the amount of the
allowance for loan losses, we review our loans and our loss and delinquency experience, and evaluate economic conditions. Management
recognizes that significant new growth in loan portfolios, new loan products and the refinancing of existing loans can result in portfolios
comprised of unseasoned loans that may not perform in a historical or projected manner. If our assumptions are incorrect, our allowance for loan
losses may not be sufficient to cover actual losses, resulting in additions to our allowance. Material additions to our allowance could materially
decrease our net income. In addition, bank regulators periodically review our allowance for loan losses and may require us to increase our
provision for loan losses or recognize additional loan charge-offs. Any increase in our allowance for loan losses or loan charge-offs as required
by these regulatory authorities could have a material adverse effect on our financial condition and profitability.
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If the value of real estate in the Boise metropolitan area were to decline materially, a significant portion of our loan portfolio could
become under-collateralized, which could have a material adverse effect on us.

With substantially all of our loans secured by real property and concentrated in the State of Idaho, and specifically 43.9%, 30.0%, 4.4% and
3.2%, respectively, of our total loan portfolio concentrated in Ada, Canyon, Elmore and Gem counties, Idaho, respectively, a decline in local
economic conditions could adversely affect the values of our real estate collateral. As a result, we have a greater risk of loan defaults and losses
in the event of an economic downturn in our market area as adverse economic changes may have a negative effect on the ability of our
borrowers to make timely repayment of their loans. Consequently, a decline in local economic conditions may have a greater effect on our
earnings and capital than on the earnings and capital of larger financial institutions whose real estate loan portfolios are geographically diverse.
If we are required to liquidate a significant amount of collateral during a period of reduced real estate values to satisfy the debt, our financial
condition and profitability could be adversely affected.

Because our loans are concentrated to borrowers in our market area, a downturn in the local economy or a decline in local real estate
values could cause increases in nonperforming loans, which could hurt our profits.

Because the majority of our borrowers and depositors are individuals and businesses located and doing business in the Boise and surrounding
metropolitan area, our success depends to a significant extent upon economic conditions in the Boise and surrounding metropolitan area.
Adverse economic conditions in our market area could reduce our growth rate, affect the ability of our customers to repay their loans and
generally affect our financial condition and results of operations. Conditions such as inflation, recession, unemployment, high interest rates,
short money supply, scarce natural resources, international disorders, terrorism and other factors beyond our control may adversely affect our
profitability. We do not have the ability of a larger institution to spread the risks of unfavorable local economic conditions across a large number
of diversified economies. Any sustained period of increased payment delinquencies, foreclosures or losses caused by adverse market or
economic conditions in the State of Idaho could adversely affect the value of our assets, revenues, profitability and financial condition.
Moreover, we cannot give any assurance we will benefit from any market growth or favorable economic conditions in our primary market areas
if they do occur.

The building of market share through our branching strategy could cause our expenses to increase faster than revenues.

We intend to continue to build market share through our branching strategy. We are planning four to six new branches that we intend to open
within the next 24 months. There are costs involved in opening branches and new branches generally require a period of time to generate
sufficient revenues to offset their costs, especially in areas in which we do not have an established presence. Accordingly, any new branch may
negatively impact our earnings for some period of time until the branch reaches certain economies of scale. Our expenses could be further
increased if we encounter delays in the opening of any of our new branches. Finally, there is a risk that our new branches will not be successful
even after they have been established.

If external funds are not available, this could adversely impact our growth and future prospects.

We rely on deposits, brokered deposits, Federal Home Loan Bank advances and other borrowings to fund our operations. Although we have
historically been able to replace maturing deposits if desired, no assurance can be given that we will be able to replace such funds in the future if
our financial condition or market conditions were to change. Although we consider the sources of existing funds adequate for our current
liquidity needs, we may seek additional brokered deposits or debt in the future to achieve our long-term business objectives. There can be no
assurance additional funds, if sought, would be available to us or, if available, would be on favorable terms. If additional financing sources are
unavailable or are not available on reasonable terms, our growth and future prospects could be adversely affected.
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We face strong competition from other financial institutions, financial service companies and other organizations offering services
similar to those offered by us, which could limit our growth and profitability.

We face direct competition from a significant number of financial institutions, many with a state-wide or regional presence, and in some cases a
national presence, in both originating loans and attracting deposits. Competition in originating loans comes primarily from other banks,
mortgage companies and consumer finance institutions that make loans in our primary market areas. We also face substantial competition in
attracting deposits from other banking institutions, money market and mutual funds, credit unions and other investment vehicles.

In addition, banks with larger capitalization and non-bank financial institutions that are not governed by bank regulatory restrictions have large
lending limits and are better able to serve the needs of larger customers. Many of these financial institutions are also significantly larger and
have greater financial resources than us, have been in business for a long period of time and have established customer bases and name
recognition.

We compete for loans principally on the basis of interest rates and loan fees, the types of loans we originate and the quality of service we
provide to borrowers. Our ability to attract and retain deposits requires that we provide customers with competitive investment opportunities
with respect to rate of return, liquidity, risk and other factors. To effectively compete, we may have to pay higher rates of interest to attract
deposits, resulting in reduced profitability. If we are not able to effectively compete in our market area, our profitability may be negatively
affected, potentially limiting our ability to pay dividends. The greater resources and deposit and loan products offered by some of our
competitors may also limit our ability to increase our interest-earning assets. See Business of Home Federal Bancorp and Home Federal Bank
Competition.

We continually encounter technological change, and we may have fewer resources than many of our competitors to continue to invest in
technological improvements.

The financial services industry is undergoing rapid technological changes, with frequent introductions of new technology-driven products and
services. The effective use of technology increases efficiency and enables financial institutions to better serve customers and to reduce costs. Our
future success will depend, in part, upon our ability to address the needs of our clients by using technology to provide products and services that
will satisfy client demands for convenience, as well as to create additional efficiencies in our operations. Many of our competitors have
substantially greater resources to invest in technological improvements. We may not be able to effectively implement new technology-driven
products and services or be successful in marketing these products and services to our customers.

We are subject to extensive regulation which could adversely affect our business.

Our operations are subject to extensive regulation by federal, state and local governmental authorities and are subject to various laws and judicial
and administrative decisions imposing requirements and restrictions on part or all of our operations. Because our business is highly regulated,
the laws, rules and regulations applicable to it are subject to regular modification and change. Regulatory authorities have extensive discretion in
their supervisory and enforcement activities, including the imposition of restrictions on our operations, the classification of our assets and
determination of the level of our allowance for loan losses. Any change in this regulation and oversight, whether in the form of regulatory
policy, regulations, legislation or supervisory action, may have a material impact on our operations or otherwise materially and adversely affect
our business, financial condition, prospects or profitability. See How We Are Regulated Regulation and Supervision of Home Federal Bank.
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Risks Related to the Offering

The Market Value of new Home Federal Bancorp Common Stock Received in the Share Exchange May Be Less than the Market Value
of Home Federal Bancorp Common Stock Exchanged

The number of shares of new Home Federal Bancorp common stock you receive will be based on an exchange ratio which will be
determined as of the date of completion of the conversion and offering. The exchange ratio will be based on the percentage of Home Federal
Bancorp common stock held by the public prior to the conversion, the final independent appraisal of new Home Federal Bancorp common stock
prepared by RP Financial and the number of shares of common stock sold in the offering. The exchange ratio will ensure that existing public
shareholders of Home Federal Bancorp common stock will own approximately the same percentage of new Home Federal Bancorp common
stock after the conversion and offering as they owned of Home Federal Bancorp common stock immediately prior to completion of the
conversion and offering, exclusive of the effect of their purchase of additional shares in the offering and the receipt of cash in lieu of fractional
shares. The exchange ratio will not depend on the market price of Home Federal Bancorp s common stock.

The exchange ratio ranges from a minimum of 1.1360 to a maximum of 1.5369 shares of new Home Federal Bancorp common stock per
share of Home Federal Bancorp common stock. Under certain circumstances, the pro forma market value can be adjusted upward by 15.0% to
reflect changes in market conditions, and, at the adjusted maximum, the exchange ratio would be 1.7674 shares of new Home Federal Bancorp
common stock per share of Home Federal Bancorp common stock. Shares of new Home Federal Bancorp common stock issued in the share
exchange will have an initial value of $10.00 per share. The exchange ratio and the number of shares of new Home Federal Bancorp you would
receive in exchange for your Home Federal Bancorp shares will be determined by the number of shares we sell in the offering. The higher the
number of shares sold, the higher the exchange ratio. If the offering closes at the minimum of the offering range and you own 100 shares of
Home Federal Bancorp common stock, you would receive 113 shares of new Home Federal Bancorp common stock, which would have an
initial value of $1,130 based on the offering price, plus $6.00 cash. If the offering closes at 15% above the maximum of the offering range, you
would receive 176 shares of new Home Federal Bancorp common stock for each 100 shares of Home Federal Bancorp stock, with an initial
value of $1,760 based on the offering price, plus $7.00 cash. As a result of current market conditions, there have been significant declines in the
stock prices of many financial institutions. To the extent that such declines continue, this could reduce the appraisal of new Home Federal
Bancorp common stock as well as the number of shares of common stock that are sold in the offering. The result of this would be to reduce the
exchange ratio and consequently the number of shares you receive of new Home Federal Bancorp common stock in exchange for your shares of
Home Federal Bancorp common stock. We cannot tell you today whether the offering will close at the minimum or some other point in the
valuation range. Depending on the exchange ratio and the market value of Home Federal Bancorp common stock at the time of the exchange, the
initial market value of the new Home Federal Bancorp common stock that you receive in the share exchange could be less than the market value
of the Home Federal Bancorp common stock that you currently own. Based onthe $____ per share closing price of Home Federal Bancorp
common stock as of the date of this proxy/prospectus, unless at least shares of new Home Federal Bancorp common stock are sold
in the offering (slightly above the mid-point of the offering range), the initial value of the new Home Federal Bancorp common stock you
receive in the share exchange would be less than the market value of the Home Federal Bancorp common stock you currently own. See The
Conversion and Stock Offering Delivery and Exchange of Stock Certificates and The Conversion and Stock Offering Effect of the Conversion
on Current Stockholders.

After this offering, our compensation expenses will increase and our return on equity will be low compared to other companies. These
factors could negatively impact the price of our stock.

The proceeds we will receive from the sale of our common stock will significantly increase our capital and it will take us time to fully deploy
those proceeds in our business operations. Our compensation expense will increase because of the costs associated with the employee stock
ownership and new stock-based incentive plans. These additional expenses will adversely affect our net income. We cannot determine the actual
amount of these new stock-related compensation and benefit expenses at this time because applicable accounting practices generally
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require that they be based on the fair market value of the options or shares of common stock at the date of the grant; however, we expect them to
be significant. We will recognize expenses for our employee stock ownership plan when shares are committed to be released to participants
accounts and will recognize expenses for restricted stock awards and stock options generally over the vesting period of awards made to
recipients. We estimate, once these plans are adopted, the increase in compensation expense will be approximately $1.6 million on an after-tax
basis, based on the maximum of the valuation range. As a result we expect our return on equity to be below our historical level and less than
many of our regional and national peers. Following the first step conversion, which occurred in December 2004, return on equity decreased from
10.47% for the year ended September 30, 2004 to 5.69% for the year ended September 30, 2005. In addition, return on assets also decreased
from 0.93% for the year ended September 30, 2004 to 0.82% for the year ended September 30, 2005. For the nine months ended June 30, 2007
and for the year ended September 30, 2006, our return on equity was 4.92% and 5.90%, respectively. Although we expect that our net income
will increase following the offering, we expect that our return on equity will also be reduced as a result of the additional capital that we will raise
in the offering. For example, our pro forma return on equity for the twelve months ended June 30, 2007 was 3.36%, assuming the sale of shares
at the maximum of the offering range. In comparison, the peer group used by RP Financial in its appraisal had an average return on equity of
7.18% for the twelve months ended June 30, 2007. If our return on equity remains below the industry average following the stock offering, this
could hurt our stock price. We cannot guarantee when or if we will achieve returns on equity that are comparable to industry peers. For further
information regarding pro forma income and expenses, see Pro Forma Data.

Holders of New Home Federal Bancorp common stock may not be able to sell their shares when desired if a liquid trading market does
not develop.

Currently shares of Home Federal Bancorp s common stock are listed on the Nasdaq Global Market under the symbol HOME and there is
an established market for the common stock. In connection with the offering, we have applied to have our common stock listed for trading on the
Nasdaq Global Select Market under the symbol HOME . We cannot predict whether a liquid trading market in shares of new Home Federal
Bancorp s common stock will develop or how liquid that market might become. The development of a liquid public market depends upon the
existence of willing buyers and sellers, the presence of which is not within our control or the control of any market maker. See Market for Our
Common Stock.

The shares of most recent second step conversions have traded below their initial offering price and as a result, o ur stock price may
decline when trading commences.

If you purchase shares in the offering, you may not be able to sell them at above the $10.00 per share purchase price even if a liquid
trading market develops. The shares of several recent offerings in connection with second step conversions have traded below the initial offering
price after completion of the offering. After our shares begin trading, the trading price of our common stock will be determined by the
marketplace and may be influenced by many factors, including prevailing interest rates, investor perceptions, securities analysts reports and
general industry, geopolitical and economic conditions. See The Conversion and Stock Offering How We Determined Our Price and the
Number of Shares to Be Issued in the Stock Offering.

The amount of common stock we will control, our articles of incorporation and bylaws, and state and federal law could discourage
hostile acquisitions of control of Home Federal Bancorp.

Our directors and executive officers, as a group, beneficially owned approximately 4.42% of Home Federal Bancorp s outstanding common stock
as of June 30, 2007 which will be exchanged for new Home Federal Bancorp common stock. Our board of directors and executive officers
intend to purchase approximately 0.5% and 0.4% of additional common stock at the minimum and maximum of the offering range, respectively.
These purchases, together with their prior ownership, as well as their potential acquisition of common stock through the employee stock
ownership plan and proposed new stock option and stock recognition and retention plans will result in ownership by insiders of new Home
Federal Bancorp in excess of 13.9% of the total shares issued in the offering at the maximum of the offering range. This inside ownership and
provisions in our articles of incorporation and bylaws
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may discourage attempts to acquire new Home Federal Bancorp, pursue a proxy contest for control of new Home Federal Bancorp, assume
control of new Home Federal Bancorp by a holder of a large block of common stock, and remove new Home Federal Bancorp s management, all
of which stockholders might think are in their best interests. These provisions include a prohibition on any holder of common stock voting more
than 10% of the outstanding common stock. See Restrictions on Acquisition of Home Federal Bancorp and Home Federal = Anti-takeover
Provisions in Home Federal Bancorp s Articles of Incorporation and Bylaws.

In addition, the business corporation law of Maryland, the state where new Home Federal Bancorp is incorporated, provides for certain
restrictions on acquisition of new Home Federal Bancorp. Furthermore, federal law restricts acquisitions of control of savings and loan holding
companies such as new Home Federal Bancorp.

We intend to remain independent which may mean you will not receive a premium for your common stock.

We intend to remain independent for the foreseeable future. Because we do not plan on seeking possible acquirors, it is unlikely that we will be
acquired in the foreseeable future. Accordingly, you should not purchase our common stock with any expectation that a takeover premium will
be paid to you in the near term.

We intend to grant stock options and restricted stock to the board of directors and certain employees following the conversion which
will likely reduce your ownership interest.

New Home Federal Bancorp s articles of incorporation would not restrict new Home Federal Bancorp from adopting other stock-related
compensation plans, however, the rules of the NASDAQ Stock Market, on which the common stock of Home Federal Bancorp is currently listed
and on which the common stock of new Home Federal Bancorp will be listed, generally require stockholder approval of most compensation
plans for directors, officers and key employees of the corporation. Moreover, although generally not required, stockholder approval of
stock-related compensation plans may be sought in certain instances to qualify such plans for favorable treatment under current federal income
tax laws and regulations. In addition, we plan to submit the stock compensation plans discussed in this prospectus to the stockholders for their
approval. For a further discussion, see Comparison of Rights of New Home Federal Bancorp and Home Federal Bancorp s Stockholders -
Issuance of Capital Stock.

If approved by a vote of the stockholders following the conversion, we intend to establish a new stock option plan with a number of shares equal

to 8.7% of the shares sold in the offering and a new stock recognition and retention plan with a number of shares equal to 3.5% of the shares sold

in the offering. These new stock benefit plans are being established for the benefit of selected directors, officers and employees of new Home
Federal Bancorp and Home Federal Bank and are worth a total of $8.0 million at the purchase price, based on the maximum of the estimated
offering range. Awards under these plans will likely reduce the ownership interest of all stockholders by increasing the number of shares
outstanding. The issuance of authorized but unissued shares of common stock pursuant to the exercise of options under the new stock option

plan and the new stock recognition and retention plan would dilute the voting interests of existing stockholders, by up to 4.9% and 2.0%,
respectively. For further discussion regarding these plans, see Pro Forma Data and Management Benefits to Be Considered Following
Completion of the Conversion and Reorganization.
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INFORMATION ABOUT THE SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD ON _ 2007

General

This proxy statement/prospectus is being furnished to you in connection with the solicitation by the board of directors of Home Federal
Bancorp of proxies to be voted at the special meeting of stockholders to be held at the Nampa, Idaho
on R _,2007 at p-m., Mountain Time, and any adjournment or postponement thereof

The purpose of the special meeting is to consider and vote upon the plan of conversion and reorganization of Home Federal MHC, Home
Federal Bancorp, new Home Federal Bancorp and Home Federal Bank. In addition, stockholders will vote on a proposal to approve the
adjournment of the special meeting, if necessary, to solicit additional proxies in the event that there are not sufficient votes at the time of the
special meeting to approve the proposal to approve the plan of conversion and reorganization. Stockholders will vote on the approval of the
following informational proposals with respect to the articles of incorporation and bylaws of new Home Federal Bancorp:

increasing the authorized capital stock of new Home Federal Bancorp to 90,000,000 shares of serial preferred stock and
10,000,000 shares of common stock from 50,000,000 shares of serial preferred stock and 5,000,000 shares of common stock in
Home Federal Bancorp s Articles of Incorporation;

a super-majority stockholder approval requirement for mergers, consolidations and similar transactions, unless they have been
approved in advance by at least two-thirds of the board of directors of new Home Federal Bancorp;

a higher stockholder vote requirement for the removal of directors from the board of directors of new Home Federal Bancorp;

a limitation on the voting rights of shares beneficially owned in excess of 10% of new Home Federal Bancorp s outstanding voting
stock, and a limitation on the acquisition of over 10% of new Home Federal Bancorp s common stock during the first five years
following the conversion;

a super-majority stockholder approval requirement for amendments to certain provisions in the articles of incorporation of new
Home Federal Bancorp; and

a super-majority stockholder approval requirement for amendments to certain provisions in the bylaws of new Home Federal
Bancorp.

The plan of conversion and reorganization provides for a series of transactions, referred to as the conversion and offering, which will
result in the elimination of the mutual holding company. The plan of conversion and reorganization will also result in the creation of a new stock
form holding company which will own all of the outstanding shares of Home Federal Bank, the exchange of shares of common stock of Home
Federal Bancorp by stockholders other than Home Federal MHC, who are referred to as the public stockholders, for shares of the new stock
form holding company, new Home Federal Bancorp, the issuance and the sale of additional shares to certain depositors and borrowers of Home
Federal Bank and others in the offering. The conversion and offering will be accomplished through a series of substantially simultaneous and
interdependent transactions as follows:

Home Federal Bancorp will convert to a federal interim stock savings institution and simultaneously merge with and into Home
Federal Bank with Home Federal Bank being the survivor; and
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Home Federal MHC company will convert from mutual form to a federal interim stock savings institution and simultaneously
merge with and into Home Federal Bank, pursuant to which the mutual holding company will cease to exist and the shares of
Home Federal Bancorp common stock held by the mutual holding company will be canceled; and

an interim federal savings association will be formed as a wholly owned subsidiary of the newly formed Maryland corporation,
new Home Federal Bancorp, and then will merge with and into Home Federal Bank.

As a result of the above transactions, Home Federal Bank will become a wholly-owned subsidiary of the new holding company, new
Home Federal Bancorp, and the outstanding shares of Home Federal Bancorp common stock will be converted into shares of new Home Federal
Bancorp common stock pursuant to the exchange ratio, which will result in the holders of such shares owning in the aggregate approximately the
same percentage of new Home Federal Bancorp common stock to be outstanding upon completion of the conversion and offering as the
percentage of Home Federal Bancorp common stock owned by them in the aggregate immediately prior to consummation of the conversion and
offering before giving effect to (a) the payment of cash in lieu of issuing fractional exchange shares, and (b) any shares of common stock
purchased by public stockholders in the offering.

This proxy statement/prospectus, together with the accompanying proxy card(s), is first being mailed or delivered to stockholders of Home
Federal Bancorp on or about __,2007.

Voting in favor of or against the plan of conversion and reorganization includes a vote for or against the conversion of Home
Federal MHC to a stock holding company as contemplated by the plan of conversion and reorganization. Voting in favor of the plan of
conversion and reorganization will not obligate you to purchase any common stock in the offering and will not affect the balance,
interest rate or federal deposit insurance of any deposits at Home Federal Bank.

Record Date and Voting Rights

You are entitled to one vote at the special meeting for each share of Home Federal Bancorp common stock that you owned of record at the
close of business on _,2007 (the Record Date ). On the Record Date, there were shares of common stock outstanding.

You may vote your shares at the special meeting in person or by proxy. To vote in person, you must attend the special meeting and obtain
and submit a ballot, which we will provide to you at the special meeting. To vote by proxy, you must complete, sign and return the enclosed
proxy card. If you properly complete your proxy card and send it to us in time to vote, your proxy (one of the individuals named on your proxy
card) will vote your shares as you have directed. If you sign the proxy card but do not make specific choices, your proxy will vote your
shares FOR the proposal identified in the Notice of Special Meeting.

If any other matter is presented, your proxy will vote the shares represented by all properly executed proxies on such matters as a majority
of the board of directors determines. As of the date of this proxy statement, we know of no other matters that may be presented at the special
meeting, other than that listed in the Notice of Special Meeting.

Quorum

A quorum of stockholders is necessary to hold a valid meeting. If the holders of at least a majority of the total number of the outstanding
shares of common stock entitled to vote are represented in person or by proxy at the special meeting, a quorum will exist. We will include
proxies marked as abstentions and broker non-votes to determine the number of shares present at the special meeting.
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Vote Required

Proposal 1: Approval of the plan of conversion and reorganization. We must obtain the affirmative vote of (i) the holders of a
majority of the outstanding shares of common stock of Home Federal Bancorp, other than Home Federal MHC, and (ii) the holders of two-thirds
of the votes eligible to be cast by stockholders of Home Federal Bancorp, including Home Federal MHC.

Proposal 2: Approval of the adjournment of the special meeting. We must obtain the affirmative vote of the majority of the votes cast
by holders of outstanding shares of Home Federal Bancorp common stock to adjourn the special meeting, if necessary, to solicit additional
proxies in the event that there are not sufficient votes at the time of the special meeting to approve the proposal to approve the plan of conversion
and reorganization.

Informational Proposals 3a through 3f. The provisions of new Home Federal Bancorp s articles of incorporation and bylaws which are
summarized as informational proposals 3a through 3f were approved as part of the process in which the board of directors of Home Federal
Bancorp approved the plan of conversion and reorganization. These proposals are informational in nature only, because the Office of Thrift
Supervision regulations governing mutual to stock conversions do not provide for votes on matters other than the plan of conversion and
reorganization. While we are asking you to vote with respect to each of the informational proposals listed above, the proposed provisions for
which an informational vote is requested will become effective if stockholders approve the plan of conversion and reorganization, regardless of
whether stockholders vote to approve any or all of the informational proposals. The provisions of new Home Federal Bancorp s articles of
incorporation and bylaws which are summarized as informational proposals may have the effect of deterring or rendering more difficult attempts
by third parties to obtain control of new Home Federal Bancorp if such attempts are not approved by the Board of Directors, or may make the
removal of the board of directors management, or the appointment of new directors, more difficult.

Other Matters. We must obtain the affirmative vote of the majority of the votes cast by holders of outstanding shares of common stock of
Home Federal Bancorp.

We expect that Home Federal MHC will vote all of the shares of Home Federal Bancorp common stock that it owns in favor of Proposal
1, approval of the plan of conversion and reorganization.

Effect of Broker Non-Votes

If your broker does not vote on the proposals, this will constitute a broker non-vote. Broker non-votes and abstentions will have the same
effect as shares voted Against the plan of conversion and reorganization.

Revoking Your Proxy
You may revoke your grant of proxy at any time before it is voted by:

filing a written revocation of the proxy with the Secretary;
submitting a signed proxy card bearing a later date; or

attending and voting in person at the special meeting, but you also must file a written revocation with the Secretary of the special
meeting prior to the voting.
If your shares are not registered in your own name, you will need appropriate documentation from your stockholder of record to vote
personally at the special meeting. Examples of such documentation include a broker s statement, letter or other document that will confirm your
ownership of shares of Home Federal Bancorp.
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Solicitation of Proxies

This proxy statement/prospectus and the accompanying proxy card are being furnished to you in connection with the solicitation of
proxies for the special meeting by the board of directors. Home Federal Bancorp will pay the costs of soliciting proxies from its stockholders.
To the extent necessary to permit approval of the plan of conversion and reorganization and the other proposals being considered, directors,
officers or employees of Home Federal Bancorp and Home Federal Bank may solicit proxies by mail, telephone and other forms of
communication. We will reimburse such persons for their reasonable out-of-pocket expenses incurred in connection with such solicitation.

We have retained Regan & Associates, Inc., a proxy solicitation firm, to assist in soliciting proxies in connection with the special meeting
of stockholders with respect to approval of the plan of conversion and reorganization as set forth in Proposal 1. We have agreed to pay Regan &
Associates, Inc. a base fee of $10,000 plus reasonable out-of-pocket expenses. The aggregate fee will vary considerably based on the number
and length of telephone solicitations made. We will also reimburse banks, brokers, nominees and other fiduciaries for the expenses they incur in
forwarding the proxy materials to you.

The board of directors recommends that you promptly sign, date and mark the enclosed proxy card in favor of the approval of the
plan of conversion and reorganization and promptly return it in the enclosed self-addressed, postage-prepaid proxy reply envelope.
Returning the proxy card will not prevent you from voting in person at the special meeting.

Your prompt vote is very important. Failure to vote will have the same effect as voting against the plan of conversion and
reorganization.

PROPOSAL 1
APPROVAL OF THE PLAN OF CONVERSION AND REORGANIZATION

The boards of directors of Home Federal Bancorp, Home Federal MHC, new Home Federal Bancorp and Home Federal Bank have
approved the plan of conversion and reorganization. The plan of conversion and reorganization also has been approved by the Office of Thrift
Supervision, subject to approval by certain depositors and borrowers of Home Federal Bank and the stockholders of Home Federal Bancorp
entitled to vote on the matter. Office of Thrift Supervision approval does not constitute an endorsement or recommendation of the plan of
conversion and reorganization.

General

The boards of directors of Home Federal MHC, Home Federal Bancorp and Home Federal Bank unanimously adopted the plan of
conversion and reorganization on May 11, 2007 and it was amended on September 14, 2007. The plan of conversion and reorganization has
been approved by the Office of Thrift Supervision, subject to, among other things, approval of the plan of conversion and reorganization by
certain depositors and borrowers of Home Federal Bank and the stockholders of Home Federal Bancorp. The special meeting of stockholders
has been called for this purpose on __,2007.

The conversion to a stock holding company structure also includes the offering by new Home Federal Bancorp of its shares to qualifying
depositors and borrowers of Home Federal Bank in a subscription offering and to certain other persons in a community offering and/or
syndicated community offering. The conversion and offering will be effected as described under The Conversion And Stock Offering. The plan
of conversion and reorganization has been included as an exhibit to the registration statement filed with the SEC. See  Where You Can Find
More Information in this proxy statement/prospectus.
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Our Reasons for the Conversion

Because it is a mutual holding company, Home Federal MHC has no authority to issue shares of capital stock and consequently has no
access to market sources of equity capital. Home Federal Bancorp may issue shares but only to a limited extent, as Home Federal MHC must
own a majority of its shares of common stock. This conversion is another step in our strategic plan to increase our capital and expand our
operations.

Upon completion of the conversion, we will no longer be in the mutual holding company form of organization and Home Federal Bank
will be organized in the form used by commercial banks, most major corporations and a majority of savings institutions. The ability to raise new
equity capital through the issuance and sale of capital stock of new Home Federal Bancorp will allow Home Federal Bank the flexibility to
increase its capital position more rapidly than by accumulating earnings and at times deemed advantageous by the board of directors. It will also
support future growth and expanded operations, including increased lending and investment activities, as business and regulatory needs require.
The ability to attract new capital also will help better address the needs of the communities we serve and enhance our ability to make
acquisitions or expand into new businesses. The acquisition alternatives available to Home Federal MHC are limited as a mutual holding
company. However, after the conversion, we will have increased ability to merge with other institutions. Finally, the ability to issue additional
capital stock will enable us to establish additional stock compensation plans for directors, officers and employees, giving them equity interests in
new Home Federal Bancorp and greater incentive to improve its performance. For a description of the stock compensation plans which will be
adopted by us in connection with the conversion, see Management Benefits to Be Considered Following Completion of the Conversion and
Reorganization.

The disadvantages of the offering considered the fact that operating in the stock holding company form of organization could subject
Home Federal Bancorp to contests for corporate control, including the possibility that a director could be elected that advocates the particular
position of the group which elected him or her, rather than positions that are in the best interests of new Home Federal Bancorp and all
stockholders.

After considering the advantages and disadvantages of the conversion, as well as applicable fiduciary duties and alternative transactions,
including remaining as a mutual holding company, the boards of directors of Home Federal MHC, Home Federal Bancorp and Home Federal
Bank approved the conversion as being in the best interests of our companies and equitable to the members of Home Federal MHC.

Effect of the Conversion on Current Stockholders

Effect on Outstanding Shares of Home Federal Bancorp. Federal regulations provide that in a conversion of a mutual holding
company to stock form, the public stockholders of Home Federal Bancorp will be entitled to exchange their shares of common stock for
common stock of the converted holding company, provided that the federal savings bank and the mutual holding company demonstrate to the
satisfaction of the Office of Thrift Supervision that the basis for the exchange is fair and reasonable. Each publicly held share of Home Federal
Bancorp common stock will, on the date of completion of the conversion, be automatically converted into and become the right to receive a
number of shares of common stock of new Home Federal Bancorp determined pursuant to the exchange ratio (we refer to these shares as the

exchange shares ). The public stockholders of Home Federal Bancorp common stock will own the same percentage of common stock in new
Home Federal Bancorp after the conversion as they hold in Home Federal Bancorp subject to additional purchases, or the receipt of cash in lieu
of fractional shares. The total number of shares of new Home Federal Bancorp held by the former public stockholders of Home Federal Bancorp
common stock after the conversion will also be affected by any purchases by these persons in the offering.

Based on the independent valuation, the 58.9% of the outstanding shares of Home Federal Bancorp common stock held by Home Federal
MHC as of the date of the independent valuation and the 41.1% public ownership interest of Home Federal Bancorp, the following table sets
forth, at the minimum, mid-point, maximum, and adjusted maximum of the offering range:

the total number of shares of common stock to be issued in the conversion;
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the total shares of common stock outstanding after the conversion;
the exchange ratio; and

the number of shares an owner of 100 shares of Home Federal Bancorp common stock will receive in the exchange, adjusted for
the number of shares sold in the offering.

Value of
new
Home
Federal
Shares of new Home 100 shares  Bancorp
Federal Bancorp stock of shares
Y
Home to be
to be exchanged for .
current Home Federal Federal rec?lved
Shares to be sold in Bancorp common Bancorp n
the offering stock common  exchange
stock for 100
Total shares would be shares
of new exchanged of Home
Home for the Federal
Federal following  Bancorp
Bancorp number of common
common shares of stock
stock to be new assuming
outstanding Home value at
after the Exchange Federal  $10.00 per
Amount Percent Amount Percent conversion ratio Bancorp share
Minimum 10,200,000 58.9% 7,103,110 41.1% 17,303,110 1.1360 113 $ 1,130
Midpoint 12,000,000 58.9 8,356,600 41.1 20,356,600 1.3364 133 1,330
Maximum 13,800,000 58.9 9,610,090 41.1 23,410,090 1.5369 153 1,530
15% above the
maximum 15,870,000 58.9 11,051,604 41.1 26,921,604 1.7674 176 1,760

If you currently own shares of Home Federal Bancorp which are held in  street name, they will be exchanged without any action on your
part. If you currently are the record owner of shares of Home Federal Bancorp and hold certificates for these shares you will receive, after the
conversion and offering is completed, a transmittal form with instructions to surrender your stock certificates. New certificates of our common
stock will be mailed within five business days after the exchange agent receives properly executed transmittal forms and stock certificates. You
should not submit a stock certificate for exchange until you receive a transmittal form.

No fractional shares of our common stock will be issued to any public stockholder of Home Federal Bancorp upon consummation of the
conversion. For each fractional share that would otherwise be issued, we will pay an amount equal to the product obtained by multiplying the
fractional share interest to which the holder would otherwise be entitled by the $10.00 per share subscription price.

Under federal law and regulations, current public stockholders of Home Federal Bancorp do not have dissenters rights or appraisal rights.

Outstanding options to purchase shares of Home Federal Bancorp common stock also will convert into and become options to purchase
new shares of new Home Federal Bancorp, Inc. common stock. The number of shares of common stock to be received upon exercise of these
options will be determined pursuant to the exchange ratio. The aggregate exercise price, duration and vesting schedule of these options will not
be affected by the conversion. At June 30, 2007, there were 559,228 outstanding options to purchase shares of Home Federal Bancorp common
stock, 49,233 of which have vested. Such options will be converted into options to purchase 635,283 shares of common stock at the minimum of
the offering range and 859,478 shares of common stock at the maximum of the offering range. Because Office of Thrift Supervision regulations
prohibit us from repurchasing our common stock during the first year following the conversion unless compelling business reasons exist for such
repurchases, we may use authorized but unissued shares to fund option exercises that occur during the first year following the conversion. If
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all existing options were exercised for authorized, but unissued shares of common stock following the conversion, stockholders would
experience dilution of approximately 3.5%.

Effect on Stockholders Equity per Share of the Shares Exchanged. As adjusted for exchange ratio, the conversion will increase the
stockholders equity share of the current stockholder of Home Federal Bancorp common stock. At June 30, 2007, the stockholders equity per
share of Home Federal Bancorp common stock including shares held by Home Federal MHC was $7.22. Based on the pro forma information
set forth for June 30, 2007, in Pro Forma Data, pro forma stockholders equity per share following the conversion will be $11.33, $10.38, $9.69
and $9.08 at the minimum, midpoint, maximum and adjusted maximum, respectively, of the offering range. As adjusted at that date for the
exchange ratio, the effective stockholders equity per share of current stockholder would be $8.20, $9.65, $11.0 and $12.76 at the minimum,
midpoint, maximum and adjused maximum, respectively, of the offering range.

Effect on Earnings per Share of the Shares Exchanged. As adjusted for exchange ratio, the conversion will also increase the pro forma
earnings per share. For the year ended September 30, 2006, basic earnings per share of Home Federal Bancorp common stock was $0.28,
including shares held by Home Federal MHC. Based on the pro forma information set forth for the year ended September 30, 2006, in Pro
Forma Data, earnings per share of common stock following the conversion will range from $0.32 to $.023, respectively, for the minimum to the
adjusted maximum of the offering range. As adjusted at that date for the exchange ratio, the effective annualized earnings per share for current
stockholders would range from $0.32 to $0.49, respectively, for the minimum to the adjusted maximum of the offering range.

Dissenters and Appraisal Rights

The public stockholders of Home Federal Bancorp common stock will not have dissenters rights or appraisal rights in connection with the
exchange of publicly held shares of Home Federal Bancorp common stock as part of the conversion.

Exchange of Shares

The conversion of your shares of Home Federal Bancorp common stock into the right to receive shares of new Home Federal Bancorp
common stock will occur automatically on the effective date of the conversion, although you will need to exchange your stock certificate(s) if
you hold shares in certificate form. As soon as practicable after the effective date of the conversion, our transfer agent will send a transmittal
form to you. The transmittal forms are expected to be mailed promptly after the effective date and will contain instructions on how to submit the
stock certificate(s) representing existing shares of Home Federal Bancorp common stock.

No fractional shares of new Home Federal Bancorp common stock will be issued to you when the conversion is completed. For each
fractional share that would otherwise be issued to a stockholder who holds a certificate, you will be paid by check an amount equal to the
product obtained by multiplying the fractional share interest to which you would otherwise be entitled by $10.00. If your shares are held in street
name, you will automatically receive cash in lieu of fractional shares. For more information regarding the exchange of your shares see The
Conversion and Stock Offering Delivery and Exchange of Stock Certificates.

Conditions to the Conversion and Offering

Consummation of the conversion and stock offering are subject to the receipt of all requisite regulatory approvals, including various
approvals of the Office of Thrift Supervision. No assurance can be given that all regulatory approvals will be received. Receipt of such approvals
from the Office of Thrift Supervision will not constitute a recommendation or endorsement of the Plan of Conversion or the stock offering by
the Office of Thrift Supervision. Consummation of the conversion and stock offering also are subject to approval by the stockholders of Home
Federal Bancorp at the special meeting of stockholders of Home Federal Bancorp and of depositors and

21

33



Edgar Filing: Home Federal Bancorp, Inc. - Form S-4/A

borrowers of Home Federal Bank at a special meeting of depositors to be held the same day as the special meeting of stockholders. we may use
borrowers of Home Federal Bank at a special meeting of depositors to be held the same day as the special meeting of stockholders.

Effect on Existing Compensation Plans

Under the plan of conversion and reorganization, the existing 2005 Stock Option and Incentive Plan and 2005 Recognition and Retention
Plan of Home Federal Bancorp will become stock benefit plans of new Home Federal Bancorp and shares of new Home Federal Bancorp
common stock will be issued (or reserved for issuance) pursuant to such benefit plans and not shares of the current Home Federal Bancorp
common stock. Upon consummation of the conversion, the common stock currently reserved for or held by these benefit plans will be converted
into options or new Home Federal Bancorp common stock based upon the exchange ration. Upon completion of the conversion, (i) all rights to
purchase, sell or receive Home Federal Bancorp common stock currently under any agreement between Home Federal Bancorp and Home
Federal Bank and any director, officer or employee of Home Federal Bank or under any plan or program of Home Federal Bancorp or Home
Federal Bank (including, without limitation, the 2005 Recognition and Retention Plan), shall automatically, by operation of law, be converted
into and shall become an identical right to purchase, sell or receive new Home Federal Bancorp common stock and an identical right to make
payment in common stock under any such agreement between Home Federal Bancorp or Home Federal Bank and any director, officer or
employee or under such plan or program of Home Federal Bancorp or Home Federal Bank, and (ii) rights outstanding under the 2005 Stock
Option and Incentive Plan shall be assumed by new Home Federal Bancorp and thereafter shall be rights only for shares of new Home Federal
Bancorp common stock, with each such right being for a number of shares of new Home Federal Bancorp common stock based upon the
exchange ratio and the number of shares of Home Federal Bancorp that were available thereunder immediately prior to consummation of the
conversion, with the price adjusted to reflect the exchange ratio but with no change in any other term or condition of such right.

New Stock Benefit Plans

Employee Stock Ownership Plan. Home Federal Bancorp has established an employee stock ownership plan for its employees which
previously acquired 571,320 shares of Home Federal Bancorp s common stock on behalf of participants. As part of the conversion, the employee
stock ownership plan intends to purchase a number of shares of new Home Federal Bancorp common stock equal to 8.0% of the shares sold in
the offering, or 1,104,000 shares and 1,269,600 shares based on the maximum and 15% above the maximum of the offering range, respectively.
We anticipate that the employee stock ownership plan will borrow funds from new Home Federal Bancorp, and that such loan will equal 100%
of the aggregate purchase price of the common stock acquired by the employee stock ownership plan.

Stock Option Plan. Following consummation of the conversion and offering, new Home Federal Bancorp intends to adopt a new stock
option plan. Options may be granted to our directors and key employees. The new stock option plan will be administered and interpreted by a
committee of the board of directors. Unless sooner terminated, the new stock option plan shall continue in effect for a period of 10 years from
the date the stock option plan is adopted by the board of directors. At a meeting of new Home Federal Bancorp s stockholders after the
conversion and offering, which under applicable Office of Thrift Supervision policies may be held no earlier than six months after the
completion of the conversion and offering, new Home Federal Bancorp intends to present the stock option plan to stockholders for approval and
to reserve an amount equal to 8.7% of the shares of new Home Federal Bancorp common stock sold in the offering, which is 1,195,696 shares or
1,375,051 shares based on the maximum and 15% above the maximum of the offering range, respectively, for issuance under the new stock
option plan. Office of Thrift Supervision regulations provide that, in the event such plan is implemented within one year after the conversion and
offering, no individual officer or employee of new Home Federal Bancorp may receive more than 25% of the options granted under the new
stock option plan and non-employee directors may not receive more than 5% individually, or 30% in the aggregate of the options granted under
the new stock option plan.

Stock Recognition and Retention Plan. After the conversion and offering, new Home Federal Bancorp intends to adopt a stock
recognition and retention plan for its directors, officers and employees. New Home Federal
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Bancorp intends to present the stock recognition and retention plan to its stockholders for their approval at a meeting of stockholders which,
pursuant to applicable Office of Thrift Supervision regulations, may be held no earlier than six months after the offering. The recognition plan
will be administered by a committee of new Home Federal Bancorp s board of directors, which will have the responsibility to invest all funds
contributed to the trust created for the stock recognition and retention plan. New Home Federal Bancorp will contribute sufficient funds to the
trust so that it can purchase, following the receipt of stockholder approval, a number of shares equal to 3.5% of the shares of new Home Federal
Bancorp common stock sold in the offering, which is 478,278 shares or 550,020 shares based on the maximum and 15% above the maximum of
the offering range, respectively. Shares of common stock granted pursuant to the recognition plan generally will be in the form of restricted
stock vesting at a rate to be determined by new Home Federal Bancorp s board of directors or a board committee. Currently, new Home Federal
Bancorp expects that shares awarded under the recognition plan will vest over a five year period at a rate no faster than 20% per year.

The Board of Directors recommends that you vote FOR the adoption of the plan of conversion and reorganization. See The
Conversion and Stock Offering Our Reasons for the Conversion in this proxy statement/prospectus.

PROPOSAL 2
ADJOURNMENT OF THE SPECIAL MEETING

If there are not sufficient votes to constitute a quorum or to approve the plan of conversion and reorganization at the time of the special
meeting, the plan of conversion and reorganization may not be approved unless the special meeting is adjourned to a later date or dates in order
to permit further solicitation of proxies. In order to allow proxies that have been received by Home Federal Bancorp at the time of the special
meeting to be voted for an adjournment, if necessary, Home Federal Bancorp has submitted the question of adjournment to its stockholders as a
separate matter for their consideration. The Board of Directors of Home Federal Bancorp recommends that stockholders vote FOR the
adjournment proposal. If it is necessary to adjourn the special meeting, no notice of the adjourned special meeting is required to be given to
stockholders (unless the adjournment is for more than 120 days or if a new record date is fixed), other than an announcement at the special
meeting of the hour, date and place to which the special meeting is adjourned.

The Board of Directors recommends that you vote FOR the adjournment of the special meeting, if necessary, to solicit additional
proxies in the event that there are not sufficient votes at the time of the special meeting to approve the proposal to approve the plan of
conversion and reorganization.

PROPOSALS 3a THROUGH 3f

INFORMATIONAL PROPOSALS RELATED TO THE
ARTICLES OF INCORPORATION AND BYLAWS OF HOME FEDERAL BANCORP (NEW)

By their approval of the plan of conversion as set forth in Proposal 1, the board of directors of Home Federal Bancorp has approved each
of the informational proposals numbered 1A through 1F, all of which relate to provisions included in the articles of incorporation of new Home
Federal Bancorp. Each of these informational proposals is discussed in more detail below.

As a result of the conversion, the public stockholders of Home Federal Bancorp, whose rights are presently governed by the charter and
bylaws of Home Federal Bancorp, will become stockholders of new Home Federal Bancorp, whose rights will be governed by the articles of
incorporation and bylaws of new Home Federal Bancorp. The following informational proposals address the material differences between the
governing documents of the two companies. This discussion is qualified in its entirety by reference to the charter of Home Federal Bancorp and
the articles of incorporation of new Home Federal Bancorp. See  Where You Can Find Additional Information for procedures for obtaining a
copy of those documents.
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The provisions of new Home Federal Bancorp s articles of incorporation which are summarized as informational proposals 3a through 3f
were approved as part of the process in which the board of directors of Home Federal Bancorp approved the plan of conversion and
reorganization. These proposals are informational in nature only, because the Office of Thrift Supervision s regulations governing
mutual-to-stock conversions do not provide for votes on matters other than the plan of conversion. Home Federal s Bancorp s stockholders are not
being asked to approve these informational proposals at the special meeting. While we are asking you to vote with respect to each of the
informational proposals set forth below, the proposed provisions for which an informational vote is requested will become effective if
stockholders approve the plan of conversion, regardless of whether stockholders vote to approve any or all of the informational proposals. The
provisions of new Home Federal Bancorp s articles of incorporation which are summarized as informational proposals may have the effect of
deterring or rendering more difficult attempts by third parties to obtain control of new Home Federal Bancorp, if such attempts are not approved
by the Board of Directors, or may make the removal of the board of directors or management, or the appointment of new directors, more
difficult.

Informational Proposal 3a  Approval of an Increase of Authorized Shares of Capital Stock. Home Federal Bancorp s authorized
capital stock consists of 5,000,000 shares of serial preferred stock and 50,000,000 shares of common stock. The articles of incorporation of new
Home Federal Bancorp authorize 10,000,000 shares of serial preferred stock and 90,000,000 shares of common stock.

At June 30, 2007, there were 15,232,243 issued and outstanding shares of common stock of Home Federal Bancorp and no outstanding
shares of preferred stock. At the maximum of the offering range, we expect to issue an aggregate of 23,410,090 shares of new Home Federal
Bancorp common stock in the offering and as exchange shares, almost double the existing number of outstanding shares of Home Federal
Bancorp. At the maximum of the offering range, an additional 1,195,696 shares of new Home Federal Bancorp common stock will be reserved
for issuance pursuant to the proposed stock option plan and another 478,278 shares will be reserved under the new recognition and retention
option plan. Given the increased number of shares of common stock to be issued and outstanding and reserved for issuance, an increase in the
number of authorized shares of capital stock is believed to be appropriate.

New Home Federal Bancorp s board of directors currently has no plans for the issuance of additional shares of common stock, other than
the issuance of shares of pursuant to the terms of the proposed stock option plan and recognition and retention plan.

All authorized and unissued shares of new Home Federal Bancorp s common stock and preferred stock following the conversion and
offering will be available for issuance without further action of the stockholders, unless such action is required by applicable law or the listing
standards of The Nasdaq Stock Market or the listing standards of any other stock exchange on which new Home Federal Bancorp s securities
may then be listed.

An increase in the number of authorized shares of capital stock may have the effect of deterring or rendering more difficult attempts by
third parties to obtain control of new Home Federal Bancorp, if such attempts are not approved by the board of directors. In the event that a
tender offer or other takeover attempt is threatened, the board of directors could issue shares of stock from authorized and unissued shares in
order to dilute the stock ownership of persons seeking to take control of new Home Federal Bancorp.

The Board of Directors recommends that you vote FOR the proposal to increase the authorized shares of capital stock.

Informational Proposal 3b Approval of a Provision in new Home Federal Bancorp s Articles of Incorporation requiring a
Super-Majority Stockholder Vote to Approve Mergers, Consolidations and Similar Transactions. Office of Thrift Supervision regulations
currently require the approval of two-thirds of the board of directors of Home Federal Bancorp and the holders of two-thirds of the outstanding
shares of Home Federal Bancorp common stock for mergers, consolidations and sales of all or substantially all of its assets. The charter and
bylaws of Home Federal Bancorp do not provide any alternative approval standard for mergers and similar transactions. However, Home
Federal MHC, as the owner of 58.9% of the outstanding shares of common stock of Home Federal Bancorp, has the ability to block any such
transaction.
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However, Home Federal MHC, as the owner of 58.9% of the outstanding shares of common stock of Home Federal Bancorp, has the ability to
block any such transaction.

The articles of incorporation of new Home Federal Bancorp provide that certain business combinations (for example, mergers, share
exchanges, significant asset sales and significant stock issuances) involving interested stockholders of new Home Federal Bancorp require,
in addition to any vote required by law, the approval of at least 80% of the voting power of the outstanding shares of stock entitled to
vote generally in the election of directors, voting together as a single class, unless either (1) a majority of the disinterested directors of
new Home Federal Bancorp have approved the business combination or (2) certain fair price and procedural requirements are satisfied.
An interested stockholder generally means a person who is a greater than 10% stockholder of new Home Federal Bancorp or who is an
affiliate of new Home Federal Bancorp and at any time within the past two years was a greater than 10% stockholder of new Home
Federal Bancorp. The board of directors of new Home Federal Bancorp believes that these types of fundamental transactions generally should
be first considered and approved by the board of directors as the board generally believes that it is in the best position to make an initial
assessment of the merits of any such transactions. This provision in new Home Federal Bancorp s articles of incorporation makes an acquisition,
merger or other similar corporate transaction less likely to occur, even if such transaction is supported by most stockholders, unless it is
supported by the board of directors. Thus, it may be deemed to have an anti-takeover effect.

The Board of Directors recommends that you vote FOR the proposal to approve a provision in new Home Federal Bancorp s
Articles of Incorporation requiring a Super-Majority Stockholder Vote to Approve Mergers, Consolidations and Similar Transactions.

Information Proposal 3c  Approval of a Provision in new Home Federal Bancorp s Articles of Incorporation Limiting the Ability of
Stockholders to Remove Directors. The provisions of new Home Federal Bancorp s articles of incorporation provide that any director may be
removed by stockholders only for cause upon the affirmative vote of not less than 80% of the shares entitled to vote in the election of directors.

Home Federal Bancorp s charter provides that any director may be removed only for cause by the vote of the holders of a majority of the
outstanding shares at a meeting of stockholders called for such purpose. This provision has provided an adequate degree of protection under the
mutual holding company structure, in which the mutual holding company owns a majority of all voting shares and can prevent a third party from
seeking removal of one or more directors in order to promote an agenda that may not be in the interests of all other stockholders.

The 80% voting requirement of the articles of incorporation of new Home Federal Bancorp is intended to prevent sudden and fundamental
changes to the composition of the board of directors except in the case of director misconduct. This provision does not prevent the replacement
of one or more directors at an annual meeting of stockholders, and will not prevent the replacement of the entire board over the course of three
years. This provision is intended to reduce the ability of anyone to coerce members of the board of directors by threatening them with removal
from office, in cases where the directors are acting in good faith to discharge their duties to the corporation and to all stockholders as a group.
This provision will not prevent a stockholder from conducting a proxy contest with respect to the election of directors at an annual meeting of
stockholders.

The higher vote threshold may make it more difficult to bring about a change of control of new Home Federal Bancorp. One method for a
hostile stockholder to take control of a company is to acquire a majority of the outstanding shares through a tender offer or open market
purchases and then use its voting power to remove the existing directors.

The board of directors believes that it is desirable to adopt this provision so that a director s continued service will be conditioned on his or
her duties to the company and the stockholders in good faith, rather than his or her position relative to a dominant stockholder.
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The Board of Directors recommends that you vote FOR the proposal to approve a provision in new Home Federal Bancorp s
Articles of Incorporation limiting the ability of stockholders to remove directors.

Information Proposal 3d. Approval of a Provision in new Home Federal Bancorp s Articles of Incorporation to Limit the Voting
Rights and Acquisition of in Excess of 10% of new Home Federal Bancorp s Common Stock. The articles of incorporation of new Home
Federal Bancorp provide that in no event shall any person, who directly or indirectly beneficially owns in excess of 10% of the then-outstanding
shares of common stock as of the record date for the determination of stockholders entitled or permitted to vote on any matter, be entitled or
permitted to any vote in respect of the shares held in excess of the 10% limit. The articles of incorporation also provide that for a period of five
years from the conversion of Home Federal MHC from mutual to stock form, no person shall directly or indirectly offer to acquire more than
10% of the outstanding shares of common stock (the 10% limit ). This 10% limit restriction does not apply if the beneficial owner s ownership
position in excess of the 10% limit was approved by a majority of unaffiliated directors before the beneficial owner of such shares acquired
beneficial ownership of the shares in excess of the 10% limit. Beneficial ownership is determined pursuant to the federal securities laws and
includes, but is not limited to, shares as to which any person and his or her affiliates (1) have the right to acquire upon the exercise of conversion
rights, exchange rights, warrants or options and (2) have or share investment or voting power (but shall not be deemed the beneficial owner of
any voting shares solely by reason of a revocable proxy granted for a particular meeting of stockholders, and that are not otherwise beneficially,
or deemed by new Home Federal Bancorp to be beneficially, owned by such person and his or her affiliates).

The articles of incorporation of Home Federal Bancorp also provides that for a period of five years from the effective date of Home
Federal MHC s mutual holding company reorganization, no person shall directly or indirectly offer to acquire more than 10% of the outstanding
shares of common stock

This provision is intended to limit the ability of any person to acquire a significant number of shares of new Home Federal Bancorp s
common stock and thereby gain sufficient voting control so as to cause new Home Federal Bancorp to effect a transaction that may not be in the
best interests of new Home Federal Bancorp and its stockholders generally. This provision will not prevent a stockholder from seeking to
acquire a controlling interest in new Home Federal Bancorp but it will prevent a person from doing so for the first five years after the conversion
unless the stockholder has first persuaded the board of directors of the merits of the course of action proposed by the stockholder. This provision
in new Home Federal Bancorp s articles of incorporation makes an acquisition, merger or other similar transaction that is not supported by the
board of directors less likely to occur because it can prevent the a holder of shares in excess of 10% of the outstanding shares from voting the
excess in favor of the transaction. Thus, it may be deemed to have an anti-takeover effect.

The Board of Directors \recommends that you vote FOR the proposal to approve a provision in new Home Federal Bancorp s
Articles of Incorporation limiting the voting rights and acquisition of in excess of 10% of new Home Federal Bancorp s common stock.

Informational Proposal 3e. Approval of a provision in new Home Federal Bancorp s Articles of Incorporation requiring a
Super-Majority Stockholder Vote to Amend Certain Provisions of New Home Federal Bancorp s Articles of Incorporation. Any
amendments of the charter of Home Federal Bancorp must be approved first by the board of directors, then preliminarily approved by the Office
of Thrift Supervision, and thereafter approved by the holders of a majority of the total votes eligible to be cast at a legal meeting of stockholders.
The articles of incorporation of new Home Federal Bancorp generally may be amended by the holders of a majority of the shares entitled to
vote; provided, however, that any amendment of Section C of Article 5 (Issuing Preferred Stock; Limitation of Voting Common Stock), Article
7 (Number, Classification, Election and Removal of Directors), Article 8 and 14 (Amendment of Governing Instruments), Article 9 (Approval of
Certain Business Combinations), Article 11 (Acquisitions of Securities from Interested Persons (anti-greenmail provision)), 12 (Indemnification
of Directors and Officers) and Article 13 (Limitation of Liability of Directors and Officers) must be approved by the board of directors and by
the affirmative vote of the holders of at least 80% of the outstanding

26

38



Edgar Filing: Home Federal Bancorp, Inc. - Form S-4/A

shares entitled to vote, except that the board of directors may amend the articles of incorporation without any action by the stockholders in
increase or decrease the number of authorized shares of common stock or preferred stock.

These limitations on amendments to specified provisions of new Home Federal Bancorp s articles of incorporation are intended to ensure
that the referenced provisions are not limited or changed upon a simple majority vote. While this limits the ability of stockholders to amend
those provisions, Home Federal MHC, as a 58.9% stockholder of Home Federal Bancorp, currently can effectively block any stockholder
proposed change to the charter. This provision in new Home Federal Bancorp s articles of incorporation could have the effect of discouraging a
tender offer or other takeover attempt where to ability to make fundamental changes through amendments to the articles of incorporation is an
important element of the takeover strategy of the potential acquiror. The board of directors believes that the provisions limiting certain
amendments to the articles of incorporation will put the board of directors in a stronger position to negotiate with third parties with respect to
transactions potentially affecting the corporate structure of new Home Federal Bancorp and the fundamental rights of its stockholders, and to
preserve the ability of all stockholders to have an effective voice in the outcome of such matters.

The Board of Directors recommends that you vote FOR the proposal to approve a provision in new Home Federal Bancorp s
Articles of Incorporation requiring a super-majority stockholder vote to amend certain provisions of new Home Federal Bancorp s
articles of incorporation.

Informational Proposal 3f. - Approval of a Provision in new Home Federal Bancorp s Bylaws Requiring a Super-majority
Stockholder Vote to Amend Certain Provisions of New Home Federal Bancorp s Bylaws. The bylaws of Home Federal Bancorp may be
amended in a manner consistent with regulations of the Office of Thrift Supervision and shall be effective after: (1) approval of the amendment
by a majority vote of the authorized board of directors, or by a majority of the votes cast by the stockholders of Home Federal Bancorp at any
legal meeting; and (2) receipt of applicable regulatory approval. The bylaws of new Home Federal Bancorp may be amended by the board of
directors with a majority vote of the total number of directors assuming no vacancies on the board, or by the stockholders by the affirmative vote
of the holders of at least 80% of the voting power of the outstanding shares entitled to vote generally in the election of directors, voting together
as a single class.

This provision limits the ability of new Home Federal Bancorp s stockholders to revise certain bylaw provisions. However, stockholders do
retain the authority to authorize changes in the bylaws of new Home Federal Bancorp. Currently, Home Federal MHC, as the owner of 58.9% of
the outstanding shares of common stock of Home Federal Bancorp, has the ability to block any proposed change to the bylaws of Home Federal
Bancorp.

This provision in new Home Federal Bancorp s bylaws could have the effect of discouraging a tender offer or other takeover attempt where
the ability to make fundamental changes through bylaw amendments is an important element of the takeover strategy of the potential acquiror.
The board of directors believes that

the provision limiting certain amendments to the bylaws will put the board of directors in a stronger position to negotiate with third parties with
respect to transactions potentially affecting the corporate structure of new Home Federal Bancorp and the fundamental rights of its stockholders,

and to preserve the ability of all stockholders to have an effective voice in the outcome of such matters.

The Board of Directors recommends that you vote FOR the proposal to approve a provision in new Home Federal Bancorp s
Bylaws requiring a super-majority stockholder vote to amend certain provisions of new Home Federal Bancorp s bylaws.
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SELECTED FINANCIAL AND OTHER DATA

The Financial Condition Data as of September 30, 2006 and 2005 and the Operating Data for the years ended September 30, 2006, 2005 and
2004 are derived from the audited consolidated financial statements and related notes included elsewhere in the prospectus. The Financial
Condition Data as of September 30, 2004, 2003 and 2002 and the Operating Data for the years ended September 30, 2003 and 2002 are derived
from audited consolidated financial statements, not included in this prospectus. The Financial Condition Data as of June 30, 2007 and the
Operating Data for the nine months ended June 30, 2007 and 2006 are derived from unaudited consolidated financial statements included
elsewhere in this prospectus which, in the opinion of management, include all adjustments (consisting of normal recurring adjustments)
necessary to present fairly the data for the unaudited periods. Historical results are not necessarily indicative of results to be expected in any
future period, and results for the nine months ended June 30, 2007 are not necessarily indicative of the results to be expected for the year ended
September 30, 2007. The following information is only a summary and you should read it in conjunction with our consolidated financial
statements and related notes beginning on page F-1 and with Management s Discussion and Analysis of Financial Condition and Results of
Operations included elsewhere in this prospectus.

At September 30,
At June 30,
2007 2006 2005 2004 2003 2002
FINANCIAL CONDITION DATA: (Unaudited) (In Thousands)
Total assets $728,315 $761,292 $ 689,577 $743,867 $450,196 $416,543
Investment securities available for sale, at fair
value 5,440 2,507
Mortgage-backed securities, available for sale 166,755 12,182 14,830 871
Mortgage-backed securities, held to maturity 183,279 180,974 96,595 24,425 44,325
Loans receivable, net (1) 491,768 503,065 430,944 392,634 372,629 318,297
Loans held for sale 4,363 4,119 5,549 3,577 5,066 12,722
Total deposit accounts 418,698 430,281 396,325 343,087 301,273 279,772
Federal Home Loan Bank advances 189,264 210,759 175,932 122,797 96,527 91,008
Stockholders equity 109,998 107,869 101,367 45,097 40,399 34,961
Nine Months Ended
June 30, Year Ended September 30,
OPERATING DATA: 2007 2006 2006 2005 2004 2003 2002
(Unaudited) (In Thousands)
Interest income $32,260 $29,293 $39.913 $33.,910 $27,512 $26,896 $26,904
Interest expense 16,088 11,883 16,917 12,231 9,650 9,705 11,465
Net interest income 16,172 17,410 22,996 21,679 17,862 17,191 15,439
Provision for loan losses 71 320 138 456 900 615 277
Net interest income after provision for
loan losses 16,101 17,090 22,858 21,223 16,962 16,576 15,162
Noninterest income 8,626 8,343 11,109 10,128 8,982 11,188 5,767
Noninterest expense 18,134 18,062 23,945 23,158 18,576 18,885 17,178
Income before income taxes 6,593 7,371 10,022 8,193 7,368 8,879 3,751
Federal income tax expense 2,517 2,817 3,810 2,910 2,684 3,423 1,644
Net income $ 4,076 $ 4,544 $ 6,212 $ 5,283 $ 4,684 $ 5,456 $ 2,107
Earnings per common share:
Basic $ 0.28 $ 031 $ 0.43 $ 0.36 nme2) nme2) nme2)
Diluted 0.28 0.31 0.43 0.36 nme2) nme2) nme)
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Dividends declared per share: $ 0.165 $ 0.160 $ 0.215 $ 0.100 nme) nme) nme)

(1) Net of allowances for loan losses, loans in process and deferred loan fees.
2) Per share information is not meaningful. Home Federal Bancorp did not complete its minority stock offering until December 6, 2004 and
did not have any outstanding shares prior to that date.
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At September 30,
At June 30,
OTHER DATA: 2007 2006 2005 2004 2003 2002
Number of:
Real estate loans outstanding 3,047 3,389 3,236 3,081 3,053 2,565
Deposit accounts 70,546 70,373 73,013 75,565 72,327 70,183
Full-service offices 15 14 15 14 14 14
At or For the
Nine Months Ended At or For the
June 30, (1) Year Ended September 30,
KEY FINANCIAL RATIOS: 2007 2006 2006 2005 2004 2003 2002
Performance Ratios:
Return on average assets (2) 0.72% 0.85% 0.85% 0.82% 0.93% 1.23% 0.53%
Return on average equity (3) 4.92 5.81 5.90 5.69 10.47 13.39 6.03
Dividend payout ratio 21.96 21.76 19.72 10.68
Equity to asset ratio (4) 14.70 14.56 14.47 14.38 8.86 9.17 8.74
Interest rate spread (5) 2.41 2.87 2.79 3.15 3.55 3.93 3.98
Net interest margin (6) 3.02 341 3.33 3.57 3.84 4.19 4.23
Efficiency ratio (8) 73.13 70.14 70.21 72.81 69.20 66.55 81.01
Noninterest income/operating revenue (9) 34.8 324 32.6 31.8 335 394 27.2
Average interest-earning assets to average
interest-bearing liabilities 120.44 122.86 122.32 121.07 113.62 110.96 107.83
Noninterest expense as a percent of average total assets 2.41 2.52 3.29 3.59 3.68 4.25 4.29
Capital Ratios:
Tier I (core) capital (to tangible assets) 12.97 11.59 11.77 12.00 6.01 8.89 8.50
Total risk-based capital (to risk-weighted assets) 20.58 19.34 19.46 20.46 12.76 14.18 13.79
Tier I risk-based capital (to risk-weighted assets) 19.95 18.65 18.82 19.75 12.05 13.56 13.27
Asset Quality Ratios:
Non-accrual and 90 days or more past due loans as a
percent of total loans 0.07 0.01 0.08 0.11 0.16 0.04 0.14
Non-performing assets as a percent of total assets 0.07 0.05 0.15 0.10 0.03 0.17
Allowance for losses as a percent of gross loans
receivable 0.56 0.64 0.59 0.67 0.67 0.49 0.41
Allowance for losses as a percent of nonperforming
loans 748.77 10,533.33 766.49 602.97 432.30 1,393.23 295.94
Net charge-offs to average loans 0.02 0.01 0.01 0.05 0.03 0.04 0.10
1 Ratios have been annualized.
2) Net income divide d by average total assets.

(footnotes continued on following page)
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Net income divided by average equity.
Average equity divided by average total assets.
Difference between weighted average yield on interest-earning assets and weighted average rate on interest-bearing liabilities.
Net interest margin, otherwise known as net yield on interest-earning assets, is calculated as net interest income divided by average
interest-earning assets.
Tangible equity is equity less goodwill and other intangible assets.
The efficiency ratio represents the ratio of noninterest expense divided by the sum of net interest income and noninterest income
(expense).
Operating revenue is defined as the sum of net interest and non-interest income.
A WARNING ABOUT FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements, which can be identified by the use of words such as believes,  expects, anticipates,
estimates or similar expressions. Forward-looking statements include:

statements of our goals, intentions and expectations;
statements regarding our business plans, prospects, growth and operating strategies;
statements regarding the quality of our loan and investment portfolios; and

estimates of our risks and future costs and benefits.

These forward-looking statements are subject to significant risks and uncertainties. Actual results may differ materially from those contemplated
by the forward-looking statements due to, among others, the following factors:

general economic conditions, either nationally or in our market area, that are worse than expected;

changes in the interest rate environment that reduce our interest margins or reduce the fair value of financial instruments;
increased competitive pressures among financial services companies;

changes in consumer spending, borrowing and savings habits;

our ability to successfully manage our growth;

legislative or regulatory change s that adversely affect our business;

adverse changes in the securities markets; and

changes in accounting policies and practices, as may be adopted by the bank regulatory agencies, the Public Company Accounting
Oversight Board or the Financial Accounting Standards Board.

Any of the forward-looking statements that we make in this prospectus and in other public statements we make may turn out to be wrong
because of inaccurate assumptions we might make, because of the factors illustrated above or because of other factors that we cannot foresee.
Because of these and other uncertainties, our actual future results may be materially different from the results indicated by these forward-looking
statements and you should not rely on such statements.
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HOW WE INTEND TO USE THE PROCEEDS FROM THE SUBSCRIPTION
OFFERING, DIRECT COMMUNITY OFFERING AND SYNDICATED COMMUNITY OFFERING

No proceeds will be received in connection with the exchange offer. However, we will receive proceeds from the sale of the shares of
new Home Federal Bancorp s common stock in the stock offering and information regarding the anticipated use of these proceeds is provided
herein for informational purposes.

Although the actual net proceeds from the sale of the shares of common stock cannot be determined until the conversion is completed, we
presently anticipate that the net proceeds will be between $97.5 million at the minimum of the offering range and $132.4 million at the
maximum of the offering range and may be up to $152.4 million assuming an increase in the estimated offering range by 15%. See Pro Forma
Data and The Conversion and Stock Offering How We Determined Our Price and the Number of Shares to Be Issued in the Stock Offering as to
the assumptions used to arrive at these amounts.

We intend to use the net proceed s received from the stock offering as follows:

Maximum,
Minimum Maximum as adjusted
(In Thousands)
Gross proceeds $102,000 $138,000 $158,700
Less: estimated underwriting commission and other offering expenses 4,471 5,613 6,269
Estimated net proceeds 97,529 132,387 152,431
Less:
Net proceeds to Home Federal Bank 48,765 66,194 76,216
Loan to our employee stock ownership plan 8,160 11,040 12,696
Net cash proceeds retained by new Home Federal Bancorp 40,604 55,153 63,519

New Home Federal Bancorp will retain 50% of the net conversion proceeds and will purchase all of the capital stock of Home Federal Bank to
be issued in the conversion in exchange for the remaining 50% of the net conversion proceeds. The net proceeds retained by new Home Federal
Bancorp will initially be deposited with Home Federal Bank and may ultimately be used to support lending and investment activities, future
expansion of operations through the establishment or acquisition of banking offices or other financial service providers, to pay dividends or for
other general corporate purposes, including repurchasing shares of its common stock. No such acquisitions are specifically being considered at
this time. Home Federal Bank intends to use the proceeds received from new Home Federal Bancorp for future lending and investment
activities, in addition to general and other corporate purposes. Initially, a substantial portion of the net proceeds will be invested in short-term
investments, investment-grade debt obligations and mortgage-backed securities.

In particular, the net conversion proceeds will be used to expand our branch network and are planning four to six new branches that we
intend to open within the next 24 months. There is currently one new branch under construction in Nampa, Idaho and plans are being finalized
for the construction of a new branch office in the Meridian, Idaho market in 2008. Our long-term strategy is to build two or three branches per
year if appropriate sites can be identified and obtained. We expect that each new branch office will cost between $1.3 million to $2.2 million,
depending upon the location, cost of land, and the size and design of the building and permitting costs, which may vary from one jurisdiction to
another. Initially, the net proceeds from the offering will be utilized to fund new loan originations, particularly in the commercial lending area.

As our strategic plan for growth and enhanced business model implementation is realized, new services and products will continue to be
offered. We expect that these new services and products will reflect our plans to expand our commercial business related banking and therefore
the new product and services will be directed towards attracting and retaining commercial business customers.
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New Home Federal Bancorp intends to use a portion of the net proceeds to make a loan directly to the employee stock ownership plan to enable

it to purchase up to 8% of the aggregate shares of common stock sold in the offering; or if shares are not available, in the open market after the
conversion. Based upon the sale of 10,200,000 shares of common stock in the offering and the sale of 13,800,000 shares of common stock in the
offering and at the minimum and maximum of the estimated offering range, respectively, the loan to the Home Federal Bancorp employee stock
ownership plan would be $8.2 million and $11.0 million, respectively. See Management Benefits to Be Considered Following Completion of
the Conversion and Reorganization Employee Stock Ownership Plan.

New Home Federal Bancorp intends to adopt a new stock recognition and retention plan, subject to stockholder approval, and will use a portion
of its proceeds to fund the purchase of shares in the open market for the plan. The stock recognition and retention plan intends to purchase in the
open market 3.5% of the aggregate shares sold in the offering or $3.5 million and $4.8 million at the minimum and maximum of the estimated
offering range, respectively.

The net proceeds may vary because total expenses of the conversion may be more or less than those estimated. The net proceeds will also vary if
the number of shares to be issued in the conversion is adjusted to reflect a change in the estimated pro forma market value of new Home Federal
Bancorp. Payments for shares made through withdrawals from existing deposit accounts at Home Federal Bank will not result in the receipt of
new funds for investment by Home Federal Bank but will result in a reduction of Home Federal Bank s interest expense and liabilities as funds
are transferred from interest-bearing certificates or other deposit accounts.

WE INTEND TO CONTINUE TO PAY QUARTERLY CASH DIVIDENDS

Home Federal Bancorp has paid quarterly cash dividends since the quarter ended June 30, 2005. Home Federal Bancorp s current quarterly
dividend is $0.055 per share. After we complete the conversion, dividends will be paid by new Home Federal Bancorp on its outstanding shares
of common stock. We currently expect that the level of cash dividends per share after the conversion, and offering will be substantially
consistent with the current amount of dividends per share paid by Home Federal Bancorp on its common stock as adjusted for the additional
shares issued pursuant to the exchange ratio. For example, based on the current cash dividend of $0.055 per share and an assumed exchange ratio
of 1.5369 at the maximum of the offering range, the cash dividend, if paid, would be approximately $0.035 per share. However, the rate of such
dividends and the initial or continued payment thereof will be in the discretion of the board of directors of new Home Federal Bancorp and will
depend upon a number of factors, including the amount of net proceeds retained by us in the offering, investment opportunities available to us,
capital requirements, our financial condition and result of operations, tax considerations, statutory and regulatory limitations, and general
economic conditions. No assurance can be given that we will continue to pay dividends or that they will not be reduced in the future. We cannot
guarantee that the amount of dividends that we pay after the conversion will be equal to the per share dividend amount that Home Federal
Bancorp s stockholders currently receive, as adjusted to reflect the exchange ratio. In addition, during the first three years after the conversion, no
dividend will be declared or paid if it would be classified as a return of capital.

Dividends from new Home Federal Bancorp may eventually depend, in part, upon receipt of dividends from Home Federal Bank, because new
Home Federal Bancorp initially will have no source of income other than dividends from Home Federal Bank, earnings from the investment of
proceeds from the sale of common stock retained by us, and interest payments with respect to our loan to our employee stock ownership plan.

Home Federal Bank s ability to pay dividends to new Home Federal Bancorp will be governed by the Home Owners Loan Act, as amended, and
the regulations of the Office of Thrift Supervision. In addition, the prior approval of the Office of Thrift Supervision will be required for the
payment of a dividend if the total of all dividends declared by Home Federal Bank in any calendar year would exceed the total of its net profits
for the year combined with its nets profits for the two preceding years, less any required transfers to surplus or a fund for the retirement of any
preferred stock. In addition, Home Federal Bank will be prohibited from paying cash dividends to new Home Federal Bancorp to the extent that
any such payment would reduce Home Federal Bank s regulatory capital below required capital levels or would impair the liquidation account to
be established for the benefit of Home Federal Bank s eligible account holders and supplemental eligible account holders. See The Conversion
and Offering Liquidation Rights.
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Any payment of dividends by Home Federal Bank to new Home Federal Bancorp which would be deemed to be drawn out of Home Federal
Bank s bad debt reserves would require a payment of taxes at the then-current tax rate of Home Federal Bank on the amount of earnings deemed
to be removed from the reserves for such distribution. Home Federal Bank does not intend to make any distribution to new Home Federal
Bancorp that would create such a federal tax liability. See Taxation.

Unlike Home Federal Bank, new Home Federal Bancorp is not subject to the above regulatory restrictions on the payment of dividends to its
stockholders.

MARKET FOR OUR COMMON STOCK

Home Federal Bancorp s common stock is currently listed on the Nasdaq Global Market under the symbol HOME, and there is an established
market for such common stock. We have applied to have the common stock of new Home Federal Bancorp listed for trading on the Nasdaq
Global Select Market and we expect that the common stock will trade under the symbol HOMED for a period of 20 trading days after
completion of the offering. Thereafter, new Home Federal Bancorp s trading symbol will revert to HOME We cannot assure you our common
stock will be approved for listing on the Nasdaq Global Select Market.

Making a market may include the solicitation of potential buyers and sellers in order to match buy and sellorders. The development of a liquid
public market depends upon the existence of willing buyers and sellers, the presence of which is not within our control or the control of any
market maker. You should view the common stock as a long-term investment. Furthermore, there can be no assurance that you will be able to
sell your shares at or above the purchase price.

The following table sets forth the high and low closing stock prices for Home Federal Bancorp common stock as reported by The Nasdaq Stock
Market LLC and cash dividends per share declared for the periods indicated.

Stock Price Per Share Cash
Dividends

High Low Per Share
Fiscal Year Ended September 30, 2007
Quarter Ended December 31, 2006 $17.91 $15.51 $ 0.055
Quarter Ended March 31, 2007 17.69 14.02 0.055
Quarter Ended June 30, 2007 17.80 14.53 0.055
Fiscal Year Ended September 30, 2006
Quarter Ended December 31, 2005 $13.00 $12.10 $ 0.050
Quarter Ended March 31, 2006 13.67 12.16 0.055
Quarter Ended June 30, 2006 15.64 13.30 0.055
Quarter Ended September 30, 2006 15.74 13.63 0.055
Fiscal Year Ended September 30, 2005
Quarter Ended December 31, 2004 $12.96 $12.49 $
Quarter Ended March 31, 2005 13.04 11.91
Quarter Ended June 30, 2005 13.42 11.16 0.050
Quarter Ended September 30, 2005 13.19 11.97 0.050

At May 10, 2007, the business day immediately preceding the public announcement of the conversion, and at ______, 2007, the date of this
prospectus, the closing prices of Home Federal Bancorp common stock as reported on the Nasdaq Global Market were $15.03 per share and

$ per share, respectively. At June 30, 2007, Home Federal Bancorp had approximately 680 stockholders of record, excluding persons or
entities that hold stock in nominee or street name accounts with brokers.
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CAPITALIZATION

The following table presents the capitalization of Home Federal Bancorp at June 30, 200 7, and the pro forma consolidated capitalization of new
Home Federal Bancorp after giving effect to the conversion, excluding assumed earnings on the net proceeds, based upon the sale of the number
of shares shown below and the other assumptions set forth under Pro Form a Data.

Deposits (2)
Borrowings (2)

Total deposits and borrowings

Stockholders equity

Preferred stock, $0.01 par value, 5,000,000 shares
authorized; issued and outstanding, none
Common stock, $0.01 par value, 100,000,000
shares authorized;

shares to be issued as reflected (3)

Additional paid-in capital

Retained earnings (4)

Equity Received from MHC

Accumulated other comprehensive loss

Less:

Common stock to be acquired by the employee
stock ownership plan (5)

Common stock to be acquired by the stock
recognition and retention plan (6)

Total stockholders equity

Total stockholders equity as a percentage of pro
forma assets

Pro forma shares outstanding

Shares offered for sale in offering

Shares to be exchanged

Total shares outstanding

New Home Federal Bancorp Pro Forma
Based Upon Sale at $10.00 Per Share

Home Federal

Bancorp 15,870,000
Capitalization 10,200,000 12,000,000 13,800,000 Shares (1)
at Shares Shares Shares (Maximum of
June 30, (Minimum (Midpoint (Maximum Range, as
2007 of Range) of Range) of Range) Adjusted)
(Dollars in Thousands)

$418,698 $ 418,698 $ 418,698 $ 418,698 $ 418,698
189,264 189,264 189,264 189,264 189,264
$607,962 $ 607,962 $ 607,962 $ 607,962 $ 607,962
$ 152 $ 173 $ 204 $ 234 $ 269
59,209 156,717 174,115 191,514 211,523
57,922 57,922 57,922 57,922 57,922
50 50 50 50
(3.,477) (3,477) (3,477) (3,477) (3,477)
(3,808) (11,968) (13,408) (14,848) (16,504)
(3,535) (4,159) (4,783) (5,500)

$109,998 $ 195,882 $ 211,247 $ 226,612 $ 244283

15.10% 24.06% 25.46% 26.82% 28.32%

10,200,000 12,000,000 13,800,000 15,870,000

7,103,110 8,356,600 9,610,090 11,051,064

17,303,110 20,356,600 23,410,090 26,921,604

(footnotes on following page)
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(1) As adjusted to give effect to an increase in the number of shares of common stock which would be offered as a result of a 15% increase in
the estimated offering range to reflect demand for shares, changes in market and general financial conditions following the
commencement of the subscription and community offerings or regulatory considerations.

(2) Does not reflect withdrawals from deposit accounts for the purchase of shares of common stock in the conversion. These withdrawals
would reduce pro forma deposits by the amount of the withdrawals.

(3) No effect has been given to the issuance of additional shares of common stock pursuant to the proposed stock option plan. If this plan is
implemented, an amount up to 10% of the shares of new Home Federal Bancorp common stock sold in the offering will be reserved for
issuance upon the exercise of options under the stock option plan. See Management Benefits to be Considered Following Completion of
the Conversion and Reorganization.

(4) The retained earnings of Home Federal Bank will be substantially restricted after the conversion. Additionally, Home Federal Bank will be
prohibited from paying any dividend that would reduce its regulatory capital below the amount required for the liquidation account that

will be set up in connection with the conversion. See The Conversion and Stock Offering  Effects of the Conversion Depositors Rights if

We Liquidate.

(5) Assumes that 8% of the shares sold in the offering will be purchased by the employee stock ownership plan financed by a loan from new
Home Federal Bancorp. The loan will be repaid principally from Home Federal Bank s contributions to the employee stock ownership
plan. Since new Home Federal Bancorp will finance the employee stock ownership plan debt, this debt will be eliminated through
consolidation and no liability will be reflected on new Home Federal Bancorp s consolidated financial statements. Accordingly, the amount
of shares of common stock acquired by the employee stock ownership plan is shown in this table as a reduction of total stockholders
equity.

(6) Assumes a number of shares of common stock equal to 3.5% of the shares of common stock sold in the offering. The dollar amount of
common stock to be purchased is based on the $10.00 per share subscription price in the offering and represents unearned compensation.
This amount does not reflect possible increases or decreases in the value of common stock relative to the subscription price in the offering.
As new Home Federal Bancorp accrues compensation expense to reflect the vesting of shares pursuant to the new stock recognition and
retention plan, the credit to equity will be offset by a charge to noninterest expense. Implementation of the new stock recognition and
retention plan will require stockholder approval. The funds to be used by the new stock recognition and retention plan to purchase the
shares will be provided by new Home Federal Bancorp. See Management Benefits to Be Considered Following Completion of the
Conversion and Reorganization = Stock Recognition and Retention Plan.

HOME FEDERAL BANK
EXCEEDS ALL REGULATORY CAPITAL REQUIREMENTS

At June 30, 2007, Home Federal Bank exceeded all of its applicable regulatory capital requirements. The table on the following page sets
forth the regulatory capital of Home Federal Bank at June 30, 2007 and the pro forma regulatory capital of Home Federal Bank after giving
effect to the conversion, based upon the sale of the number of shares shown in the table. The pro forma regulatory capital amounts reflect the
receipt by Home Federal Bank of 50% of the net stock proceeds, after expenses. The pro forma risk-based capital amounts assume the
investment of the net proceeds received by Home Federal Bank in assets that have a risk-weight of 20% under applicable regulations, as if such
net proceeds had been received and so applied at June 30, 2007.
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Pro Forma at June 30, 2007

15,870,000 Shares

10,200,000 Shares 12,000,000 Shares 13,800,000 Shares Sold at
Sold at Sold at Sold at $10.00 per Share
At $10.00 per Share $10.00 per Share $10.00 per Share (Maximum of Range,
(Minimum of
June 30, 2007 Range) (Midpoint of Range) (Maximum of Range) as Adjusted)
Percent of Percent of Percent of Percent of Percent of
Amount  Assets (1) Amount Assets Amount Assets Amount Assets Amount Assets
(Dollars in Thousands)

$ 89,306 12.61% $129911 17.16% $ 137,185 1791% $144,460 18.65% $ 152,826 19.48%
$.92,234 12.97% $132,839 17.48% $140,113 18.23%  $147,388 18.96% $ 155,754 19.78%

10,669 1.50 11,401 1.50 11,532 1.50 11,662 1.50 11,813 1.50
$ 81,565 1147%  $121,438 15.98% $128,581 16.73% $135,726 17.46% $ 143,941 18.28%
$ 92,234 12.97%  $132,839 17.48% $140,113 18.23% $147,388 18.96% $ 155,754 19.78%

28,452 4.00 30,402 4.00 30,751 4.00 31,099 4.00 31,500 4.00
$ 63,782 897% $102,437 13.48% $109,362 14.23% $116,289 14.96% $ 124,254 15.78%
$ 95,063 20.58%  $135,668 28.76%  $142,942 30.19% $150,217 31.61% $ 158,583 33.23%

36,954 8.00 37,734 8.00 37,873 8.00 38,013 8.00 38,173 8.00
$ 58,109 12.58% $ 97,934 20.76%  $105,069 22.19% $112,204 23.61% $120,410 25.23%

$ 48,765 $ 57.479 $ 66,194 $ 76,216
(8,160) (9,600) (11,040) (12,696)
$ 40,605 $ 47,879 $ 55,154 $ 63,520
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Adjusted total or adjusted risk-weighted assets, as appropriate.
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PRO FORMA DATA

We cannot determine the actual net proceeds from the sale of our common stock until the conversion is completed. However, we estimate
that net proceeds will be between $97.5 million and $132.4 million, or $152.4 million if the estimated offering range is increased by 15%, based
upon the following assumptions:

all shares of common stock will be sold through non-transferable rights to subscribe for the common stock, in order of priority, to:

eligible account holders, who are depositors of Home Federal Bank with account balances of at least $50.00 as of the close
of business on March 31, 2006,

the proposed employee stock ownership plan, which will purchase 8% of the shares of common stock sold in the offering,

supplemental eligible account holders, who are depositors of Home Federal Bank with account balances of at least $50.00 as
of the close of business on September 30, 2007, and

other members, who are depositors of Home Federal Bank and borrowers of Home Federal Bank as of the close of business
on , 2007, and March 16, 2004, respectively, other than eligible account holders or supplemental eligible

account holders.

Keefe, Bruyette & Woods will receive a success fee equal to 1.0% of the gross proceeds from the offering, excluding shares of
common stock sold to directors, officers, employees and the employee stock ownership plan; and

total expenses, excluding the success fee paid to Keefe, Bruyette & Woods, are estimated to be approximately $1.2 million. Actual
expenses may vary from those estimated.

Pro forma consolidated net income and stockholders equity of new Home Federal Bancorp have been calculated for the year ended
September 30, 2006 and for the nine months ended June 30, 2007 as if the common stock to be issued in the conversion had been sold at the
beginning of the period and the net proceeds had been invested at 4.91% and 4.91%, which represent the yields on one-year U.S. Government
securities at September 30, 2006 and at June 30, 2007. We believe that this rate more accurately reflects a pro forma reinvestment rate than the
arithmetic average method, which assumes reinvestment of the net proceeds at a rate equal to the average of the yield on interest-earning assets
and the cost of deposits for these periods. The effect of withdrawals from deposit accounts for the purchase of common stock has not been
reflected. A tax rate of 39.0% has been assumed for periods resulting in an after-tax yields of 3.00% and 3.00% for the year ended September 30,
2006 and for the nine months ended June 30, 2007, respectively. We have also assumed that approximately 50% of the shares of common stock
being offered will be sold in the subscription and community offerings and the remaining 50% of the shares of common stock will be sold in the
syndicated community offering. Historical and pro forma per share amounts have been calculated by dividing historical and pro forma amounts
by the indicated number of shares of common stock, as adjusted to give effect to the shares purchased by the employee stock ownership plan.
See Note 2 to the following tables. As discussed under How We Intend to Use the Proceeds From this Offering, new Home Federal Bancorp
intends to make a loan to fund the purchase of 8% of the common stock sold in the offering by the employee stock ownership plan and intends to
retain 50% of the net proceeds from the conversion.

No effect has been given in the tables to the issuance of additional shares of common stock pursuant to the proposed stock option plan. See
Management Benefits to Be Considered Following Completion of the Conversion and Reorganization Stock Option Plan. The table below
gives effect to the new stock recognition and retention plan, which is expected to be adopted by new Home Federal Bancorp following the
conversion and presented along with the new stock option plan to stockholders for approval at an annual or special meeting of stockholders to be
held at least six
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months following the completion of the conversion. If the new stock recognition and retention plan is approved by stockholders, the stock
recognition and retention plan intends to acquire an amount of common stock equal to 3.5% of the shares of common stock sold in the offering,
either through open market purchases or from authorized but unissued shares of common stock, if permissible. The following tables assume that
stockholder approval has been obtained, as to which there can be no assurance, and that the shares acquired by the stock recognition and
retention plan are purchased in the open market at $10.00 per share. No effect has been given to new Home Federal Bancorp s results of
operations after the conversion, the market price of the common stock after the conversion or a less than 3.5% purchase by the new stock
recognition and retention plan.

The following pro forma information may not be representative of the financial effects of the foregoing transactions at the dates on which
such transactions actually occur and should not be taken as indicative of future results of operations. Pro forma stockholders equity represents
the difference between the stated amount of assets and liabilities of Home Federal Bancorp computed in accordance with GAAP. Stockholders
equity does not give effect to intangible assets in the event of a liquidation, to Home Federal Bank s bad debt reserve or to the liquidation account
to be maintained by Home Federal Bank. The pro forma stockholders equity is not intended to represent the fair market value of the common
stock and may be different than amounts that would be available for distribution to stockholders in the event of liquidation.

The tables on the following pages summarize historical consolidated data of Home Federal Bank and new Home Federal Bancorp s pro
forma data at or for the dates and periods indicated based on the assumptions set forth above and in the table and should not be used as a basis
for projection of the market value of our common stock following the conversion and the offering.
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At or For the Nine Months Ended June 30, 2007

10,200,000 12,000,000 13,800,000 15,870,000
Shares Sold at Shares Sold at Shares Sold at Shares Sold at

$10.00 Per
$10.00 Per $10.00 Per $10.00 Per Share
Share Share Share (Maximum of
(Minimum (Midpoint (Maximum Range, as

of Range) of Range) of Range)  Adjusted) (1)

(Dollars in Thousands)

Gross proceeds of offering $ 102,000 $ 120,000 $ 138,000 $ 158,700
Less Expenses 4,471) (5,042) (5,613) (6,269)
Plus: MHC assets reinvested 50 50 50 50
Estimated net proceeds 97,579 115,008 132,437 152,481
Less: Common stock purchased by employee stock ownership plan (2) (8,160) (9,600) (11,040) (12,696)
Less: Common stock purchased by the stock recognition and retention plan (3) (3,535) (4,159) (4,783) (5,500)
Estimated investable net proceeds $ 85,884 $ 101,249 $ 116,614 $ 134,285
For the Nine Months ended June 30, 2007:
Consolidated net income:
Historical $ 4,076 $ 4,076 $ 4,076 $ 4,076
Pro forma income on net proceeds 1,928 2,273 2,618 3,015
Pro forma income on assets from MHC 1 1 1 1
Pro forma employee stock ownership plan adjustment (2) (249) (293) (337) (387)
Pro forma restricted stock award adjustment (3) (323) (380) 437) (503)
Pro forma stock option adjustment (4) (324) (382) (439) (505)
Pro forma net income $ 5,109 $ 5296 $ 5483 $ 5,697
Per share net income:
Historical $ 026 $ 022 $ 0.19 $ 0.17
Pro forma income on net proceeds, as adjusted 0.12 0.12 0.12 0.12
Pro forma employee stock ownership plan adjustment (2) (0.02) (0.02) (0.02) (0.02)
Pro forma restricted stock award adjustment (3) (0.02) (0.02) (0.02) (0.02)
Pro forma stock option adjustment (4) (0.02) (0.02) (0.02) (0.02)
Pro forma net income per share (5) $ 032 $ 028 $ 025 $ 0.23
Offering price as a multiple of pro forma net earnings per share 23.44x 26.79x 30.00x 32.61x
Number of shares outstanding for pro forma income per share calculations 15,804,647 18,592,672 21,382,157 24,588,970

(table continued on following page) (Footnotes on page 4 3 ')
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At June 30, 2007:

Stockholders equity:

Historical

Estimated net proceeds

Plus: Equity Increase from MHC
Less: Common stock acquired by

the employee stock ownership plan (2)

Less: Common stock acquired by the stock recognition and

retention plan (3)(4)

Pro forma stockholders equity
Less: Intangibles

Pro forma tangible stockholders equity

Stockholders equity per share:

Historical

Estimated net proceeds

Less: Common stock acquired by the employee
stock ownership plan (2)

Less: Common stock acquired by the stock
recognition and retention plan (3)(4)

Pro forma stockholders equity per share (6)
Less: Intangibles per share

Pro forma tangible stockholders equity per share

Offering price as a percentage of pro

forma stockholders equity (5)

Offering price as a percentage of pro forma tangible
stockholders equity per share

Number of shares outstanding for pro forma
book value per share calculations

At or For the Nine Months Ended June 30, 2007

10,200,000 12,000,000 13,800,000 15,870,000
Shares Sold at Shares Sold at Shares Sold at Shares Sold at
$10.00 Per $10.00 Per $10.00 Per $10.00 Per Share
Share Share Share (Maximum of
(Minimum (Midpoint (Maximum Range, as
of Range) of Range) of Range) Adjusted) (1)
(Dollars in Thousands)
109,998 109,998 109,998 $ 109,998
97,529 114,958 132,387 152,431
50 50 50 50
(8,160) (9,600) (11,040) (12,696)
(3,535) (4,159) (4,783) (5,500)
195,882 211,247 226,612 $ 244,283
195,882 211,247 226,612 $ 244,283
6.36 5.40 4.70 $ 4.09
5.64 5.65 5.66 5.66
0.47) 0.47) 0.47) 0.47)
(0.20) (0.20) (0.20) (0.20)
11.33 10.38 9.69 $ 9.08
11.33 10.38 9.69 $ 9.08
88.26% 96.34% 103.20% 110.13%
88.26% 96.34% 103.20% 110.13%
17,303,110 20,356,600 23,410,090 26,921,604
(Footnotes on page 4 3 )
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Gross proceed s of offering

At or For the Year Ended September 30, 2006

10,200,000 12,000,000 13,800,000 15,870,000
Shares Sold at Shares Sold at Shares Sold at Shares Sold at
$10.00 Per $10.00 Per $10.00 Per $10.00 Per Share
Share Share Share (Maximum of
(Minimum (Midpoint (Maximum Range, as
of Range) of Range) of Range) Adjusted) (1)
(Dollars in Thousands)

$ 102,000 $ 120,000 $ 138,000 $ 158,700

Less Expenses 4,471) (5,042) (5,613) (6,269)
Plus: Assets Received from MHC 50 50 50 50
Estimated net proceeds 97,579 115,008 132,437 152,481
Less: Common stock purchased by
employee stock ownership plan (2) (8,160) (9,600) (11,040) (12,696)
Less: Common stock purchased by the
stock recognition and retention plan (3) (3,535) (4,159) (4,783) (5,500)
Estimated investable net proceeds $ 85,884 $ 101,249 $ 116,614 $ 134,285
For the Year Ended September 30, 2006:
Consolidated net income:
Historical $ 6,212 $ 6,212 $ 6,212 $ 6,212
Pro forma income on net proceeds 2,571 3,031 3,491 4,020
Pro forma income on assets from MHC 1 1 1 1
Pro forma employee stock
ownership plan adjustment (2) (332) (390) (449) (516)
Pro forma restricted stock
award adjustment (3) 431) (507) (583) (671)
Pro forma stock option adjustment (4) 432) (509) (585) (673)
Pro forma net income $ 7,589 $ 7,838 $ 8,087 $ 8,373
Per share net income:
Historical $ 0.40 $ 0.34 $ 0.29 $ 0.25
Pro forma income on net proceeds, as adjusted 0.16 0.16 0.16 0.16
Pro forma employee stock
ownership plan adjustment (2) (0.02) (0.02) (0.02) (0.02)
Pro forma restricted stock award
adjustment (3) (0.03) (0.03) (0.03) (0.03)
Pro forma stock option adjustment (4) (0.03) (0.03) (0.03) (0.03)
Pro forma net income per share (5) $ 0.48 $ 0.42 $ 0.37 $ 0.33
Offering price as a multiple of pro forma
net earnings per share 20.83x 23.81x 27.03x 30.30x
Number of shares outstanding for pro forma
income per share calculations 15,693,340 18,461,730 21,231,569 24,415,797

(table continued on following page) (Footnotes on page 4 3 )
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At September 30, 2006:

Stockholders equity:

Historical

Estimated net proceeds

Plus: Equity Increase from MHC

Less: Common stock acquired by

the employee stock ownership plan (2)

Less: Common stock acquired

by the stock recognition and retention plan (3)(4)

Pro forma stockholders equity
Less: Intangibles

Pro forma tangible stockholders equity

Stockholders equity per share:

Historical

Estimated net proceeds

Less: Common stock acquired by the employee
stock ownership plan (2)

Less: Common stock acquired by the stock recognition

and retention plan (3)(4)

Pro forma stockholders equity per share (6)
Less: Intangibles per share

Pro forma tangible stockholders equity per share

Offering price as a percentage of pro
forma stockholders equity (5)

Offering price as a percentage of pro forma tangible

stockholders equity per share

Number of shares outstanding for pro forma
book value per share calculations

At or For the Year Ended September 30, 2006

10,200,000 12,000,000 13,800,000 15,870,000
Shares Sold at Shares Sold at Shares Sold at Shares Sold at
$10.00 Per $10.00 Per $10.00 Per $10.00 Per Share
Share Share Share (Maximum of
(Minimum (Midpoint (Maximum Range, as
of Range) of Range) of Range) Adjusted) (1)
(Dollars in Thousands)
$ 107,869 107,869 107,869 $ 107,869
97,529 114,958 132,387 152,431
50 50 50 50
(8,160) (9,600) (11,040) (12,696)
(3,535) (4,159) (4,783) (5,500)
193,753 209,118 224,483 242,154
$ 193,753 209,118 224,483 $ 242,154
$ 6.23 5.30 4.61 $ 4.01
5.64 5.65 5.66 5.66
0.47) 0.47) (0.47) 0.47)
(0.20) (0.20) (0.20) (0.20)
$ 11.20 10.28 9.60 $ 9.00
$ 11.20 10.28 9.60 $ 9.00
89.29% 97.28% 104.17% 111.11%
89.29% 97.28% 104.17% 111.11%
17,303,110 20,356,600 23,410,090 26,921,604

(footnotes on following page)
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(1 As adjusted to give effect to an increase in the number of shares which could occur as a result of a 15% increase in the offering range to
reflect demand for the shares, changes in market and financial conditions following the commencement of the offering or regulatory
considerations.

2) Assumes that 8% of shares of common stock sold in the offering will be purchased by the employee stock ownership plan. For purposes

of this table, the funds used to acquire these shares are assumed to have been borrowed by the employee stock ownership plan from
new Home Federal Bancorp. Home Federal Bank intends to make annual contributions to the employee stock ownership plan in an
amount at least equal to the required principal and interest payments on the debt. Home Federal Bank s total annual payments on the
employee stock ownership plan debt are based upon 15 equal annual installments of principal and interest. Statement of Position 93-6
requires that an employer record compensation expense in an amount equal to the fair value of the shares committed to be released to
employees. The pro forma adjustments assume that the employee stock ownership plan shares are allocated in equal annual installments
based on the number of loan repayment installments assumed to be paid by Home Federal Bank, the fair value of the common stock
remains equal to the subscription price and the employee stock ownership plan expense reflects an effective combined federal and state
tax rate of 39.0%. The unallocated employee stock ownership plan shares are reflected as a reduction of stockholders equity. No
reinvestment is assumed on proceeds contributed to fund the employee stock ownership plan. The pro forma net income further
assumes that 40,800, 48,000, 55,200 and 63,480 shares were committed to be released during the nine-month period ending June 30,
2007; and 54,400, 64,000, 73,600 and 84,640 shares were committed to be released during the 12-month period ending September 30,
2006, at the minimum, midpoint, maximum, and adjusted maximum of the offering range, respectively, and in accordance with
Statement of Position 93-6, only the employee stock ownership plan shares committed to be released during the period were considered
outstanding for purposes of income per share calculations. See Management Benefits to Be Considered Following Completion of the
Conversion and Reorganization Employee Stock Ownership Plan.

3) If approved by new Home Federal Bancorp s stockholders, the new stock recognition and retention plan may purchase an aggregate
number of shares of common stock equal to 3.5% of the shares sold in the offering (or possibly a greater number of shares if the plan is
implemented more than one year after completion of the conversion). Stockholder approval of the new stock recognition and retention
plan, and purchases by the plan may not occur earlier than six months after the completion of the conversion. The shares may be
acquired directly from new Home Federal Bancorp or through open market purchases. The funds to be used by the new stock
recognition and retention plan to purchase the shares will be provided by new Home Federal Bancorp. The table assumes that (i) the
new stock recognition and retention plan acquires the shares through open market purchases at $10.00 per share, (ii) 15% and 20% of
the amount contributed to the new stock recognition and retention plan is amortized as an expense during the nine months ended June
30, 2007 and the year ended September 30, 2006, respectively, and (iii) the stock recognition and retention plan expense reflects an
effective combined federal and state tax rate of 39.0%. Assuming stockholder approval of the new stock recognition and retention plan
and that shares of common stock (equal to 3.5% of the shares sold in the offering) are awarded through the use of authorized but un
issued shares of common stock, stockholders would have their ownership and voting interests diluted by approximately 2.0%. See

Management Benefits to Be Considered Following Completion of the Conversion and Reorganization Stock Recognition and
Retention Plan.

“) If approved by new Home Federal Bancorp s stockholders, the new stock option plan may grant options to acquire an aggregate number
of shares of common stock equal to 10% of the shares sold in the offering (or possibly a greater number of shares if the plan is
implemented more than one year after completion of the conversion). Stockholder approval of the new stock option plan may not occur
earlier than six months after the completion of the conversion. In calculating the pro forma effect of the stock option plan, it is assumed
that the exercise price of the stock options and the trading price of the common stock at the date of grant were $10.00 per share, the
estimated grant-date fair value determined using the Black-Scholes option pricing model was $2.71 for each option, the aggregate
grant-date fair value of the stock options was amortized to expense on a straight-line basis over a five-year vesting period of the
options, and that 25% of the amortization expense (or
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the assumed portion relating to options granted to directors) resulted in a tax benefit using an assumed tax rate of 39.0%. The actual
expense of the stock option plan will be determined by the grant-date fair value of the options, which will depend on a number of
factors, including the valuation assumptions used in the option pricing model ultimately adopted. Under the above assumptions, the
adoption of the stock option plan will result in no additional shares under the treasury stock method for purposes of calculating earnings
per share. There can be no assurance that the actual exercise price of the stock options will be equal to the $10.00 price per share. If a
portion of the shares to satisfy the exercise of options under the stock option plan are obtained from the issuance of authorized but
unissued shares, our net income per share and stockholders equity per share will decrease. The issuance of authorized but previously
unissued shares of common stock pursuant to the exercise of options under such plan would dilute existing stockholders ownership and
voting interests by approximately 4.9%.

Income per share computations are determined by taking the number of shares assumed to be sold in the offering and, in accordance
with Statement of Position 93-6, subtracting the employee stock ownership plan shares that have not been committed for release during
the period. See note 2, above.

The retained earnings of Home Federal Bank will be substantially restricted after the conversion. See The Conversion and Stock
Offering Effect of the Conversion Depositors Rights if We Liquidate Liquidation Rights.
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RECENT DEVELOPMENTS

The following tables set forth certain information concerning our consolidated financial position and results of operations at the dates and
for the periods indicated. Information at September 30, 2007 and June 30, 2007, the three and twelve months ended September 30, 2007 and the
three months ended September 30, 2006 are unaudited, but, in the opinion of management, contain all adjustments (none of which were other
than normal recurring entries) necessary for a fair presentation of the results of these periods. This information should be read in conjunction
with our consolidated financial statements and related notes beginning on page F-1 of this prospectus.

At September At June At September

30, 30, 30,
FINANCIAL CONDITION DATA: 2007 2007 2006
(In Thousands)
Total assets $ 709,954 $§ 728315 $ 761,292
Mortgage-backed securities, available for sale 162,258 166,755 12,182
Mortgage-backed securities, held to maturity 183,279
Loans receivable, net (1) 480,118 491,768 503,065
Loans held for sale 4,904 4,363 4,119
Total deposit accounts 404,609 418,698 430,281
Federal Home Loan Bank advances 180,730 189,264 210,759
Stockholders equity 112,637 109,998 107,869
Twelve Months
Three Months Ended Ended
September 30, September 30,
OPERATING DATA: 2007 2006 2007 2006
(In Thousands)
Interest income $ 10378 $ 10,620 $ 42,638 $ 39913
Interest expense 5,248 5,034 21,336 16,917
Net interest income 5,130 5,586 21,302 22,996
Provision for loan losses 338 (182) 409 138
Net interest income after provision for loan losses 4,792 5,768 20,893 22,858
Noninterest income 2,564 2,766 11,190 11,109
Noninterest expense 5,411 5,883 23,545 23,945
Income before income taxes 1,945 2,651 8,538 10,022
Income tax expense 750 993 3,267 3,810
Net income $ 1,195 $ 1,658 $ 5271 $ 6212
Earnings per common share
Basic $ 0.08 $ 0.11 $ 036 $ 0.43
Diluted 0.08 0.11 0.36 0.43
Dividends declared per share $ 0055 $ 0055 $ 022 $ 0215
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©)

Net of allowances for loan losses, loans in process and deferred loan fees.
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At or For the
At or For the Twelve Months
Three Months Ended Ended
September 30, (1) September 30,
KEY FINANCIAL RATIOS: 2007 2006 2007 2006
Performance Ratios:
Return on average assets (2) 0.67% 0.88% 0.71% 0.85%
Return on average equity (3) 4.27 6.16 4.75 5.90
Dividend payout ratio 26.19 18.32 23.52 19.72
Equity-to-assets ratio (4) 15.70 14.24 14.94 14. 47
Interest rate spread (5) 2.37 2.54 2.40 2.79
Net interest margin (6) 3.04 3.12 3.03 3.33
Efficiency ratio (7) 70.33 70.44 72.46 70.21
Noninterest income/operating revenue (8) 33.32 33.12 34.43 32.57
Average interest-earning assets to average interest-bearing liabilities 121.59 120.83 120.71 122.32
Noninterest expense as a percent of average total assets 3.04 3.11 3.17 3.29
Capital Ratios:
Tier 1 (core) capital (to tangible assets) 13.56 11.77 13.56 11.77
Total risk-based capital (to risk-weighted assets) 21.38 19.46 21.38 19.46
Tier 1 risk-based capital (to risk-weighted assets) 20.69 18.82 20.69 18.82
Asset Quality Ratios:
Nonaccrual and 90 days or more past due loans as a percent of total loans 0.32 0.08 0.32 0.08
Nonperforming assets as a percent of total assets 0.29 0.05 0.29 0.05
Allowance for losses as a percent of gross loans receivable 0.62 0.59 0.62 0.59
Allowance for losses as a percent of nonperforming loans 195.17 766.55 195.17 766.55
Net charge-offs to average loans 0.02 0.001 0.04 0.01

@)) Ratios have been annualized

(2)  Netincome divided by average total assets.

(3)  Netincome divided by average equity.

(4)  Average equity divided by average total assets.

(5)  Difference between weighted average yield on interest-earning assets and weighted average rate on interest-bearing liabilities.

(6)  Net interest margin, otherwise known as net yield on interest-earning assets, is calculated as net interest income divided by average
interest-earning assets.

(7)  The efficiency ratio represents the ratio of noninterest expense divided by the sum of net interest income and noninterest income.

(8)  Operating revenue is defined as the sum of net interest and noninterest income
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Regulatory Capital

The table below sets forth Home Federal s capital position relative to its Office of Thrift Supervision capital requirements at September 30,
2007. The definitions used in the table are those provided in the capital regulations issued by the Office of Thrift Supervision. See How We Are
Regulated - Regulation and Supervision of Home Federal - Capital Requirements.

At September 30, 2007

Percent of
Amount Assets (1)

(Dollars in Thousands)

Equity capital under generally accepted accounting principles

( GAAP ) $ 91,908 13.33%
Tier 1 risk-based capital $ 93,678 20.69%
Requirement 18,112 10.00

Excess $ 75,566 16.69%
Tier 1 (core) capital $ 93,736 13.56%
Requirement 20,741 3.00

Excess $ 72,995 10.56%
Total risk-based capital $ 96,805 21.38%
Risk-based requirement 36,224 8.00

Excess $ 60,581 13.38%

(1) Adjusted total or adjusted risk-weighted assets, as appropriate.
MANAGEMENT S DISCUSSION AND ANALYSIS OF RECENT DEVELOPMENTS

Comparison of Financial Condition at September 30, 2007 and September 30, 2006

General. Total assets decreased $51.4 million, or 6.7%, to $709.9 million at September 30, 2007 from $761.3 million at September 30,
2006. Mortgage-backed securities and loans, net decreased $33.2 million and $22.9 million respectively and were the primary reason for the
asset decline during the twelve-month period. Total liabilities decreased $56.1 million, or 8.6% to $597.3 million. Federal Home Loan Bank
advances and deposits decreased by $30.0 million and $25.7 million respectively.

Assets. For the year ended September 30, 2007, total assets decreased $51.4 million. The increases and decreases were primarily
concentrated in the following asset categories:
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Increase (decrease)

Balance at Balance at
September September
30, 30,
2007 2006 Amount Percent

(Dollars in Thousands)

Cash and amounts due from depository institutions $ 20,588 $ 18,385 2,203 12.0%
Mortgage-backed securities, available for sale 162,258 12,182 150,076 1,231.9
Mortgage-backed securities, held to maturity 183,279 (183,279) (100.0)
Loans receivable, net of allowance for loan losses 480,118 503,065 (22,947) 4.6)

Cash and amounts due from depository institutions increased $2.2 million as a result of normal fluctuations of amounts due from other
financial institutions.

Mortgage-backed securities decreased $33.2 million to $162.3 million at September 30, 2007, from $195.5 million at September 30, 2006.
During the year ended September 30, 2007, we purchased $2.1 million of 5/1 hybrid adjustable-rate mortgage-backed securities issued by
Freddie Mac. Repayments of principal and proceeds from sales totaled $31.9 million for the year ended September 30, 2007. We purchase
mortgage-backed securities to manage interest rate sensitivity, supplement loan originations and provide liquidity.

During the quarter ended June 30, 2007, we transferred our entire portfolio of held-to-maturity mortgage- backed securities to available
for sale to help meet future liquidity needs associated with increasing commercial banking and other lending activities. As part of our liquidity
management, we do not intend to classify any investments as held to maturity in the foreseeable future.

Loans receivable, net, decreased $23.0 million to $480.1 million at September 30, 2007, from $503.1 million at September 30, 2006.
One-to four-family residential mortgage loans decreased $49.5 million as we sold a majority of the one-to four-family loans that we originated.
In prior years, we held a portion of the one-to four-family loans we originated in our loan portfolio. Commercial loans increased $18.6 million
during the year ended September 30, 2007. We have made significant progress in building our commercial and small business banking
programs, including the addition of an experienced commercial banking team to expand our existing commercial real estate lending program.
We will also emphasize other commercial banking activities, including business banking, cash management and other products associated with a
full-service commercial bank.

Deposits. Deposits decreased $25.7 million, or 6.0%, to $404.6 million at September 30, 2007, from $430.3 million at September 30,
2006. Certificates of deposit accounted for the majority of the decrease in total deposits during the period. The decrease in certificates of deposit
was primarily the result of our choosing not to match rates offered by local competitors that in some cases exceeded our alternative funding
sources. The following table details the changes in deposit accounts:
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Increase (decrease)

Balance at Balance at
September September
30, 30, Amount Percent
2007 2006

(Dollars in Thousands)

Noninterest-bearing demand deposits $ 38,643 $ 44,626 (5,983) (13.4)%
Interest-bearing demand deposits 127,659 128,276 617) 0.5)
Savings deposits 23,116 23,655 (539) 2.3)
Certificates of deposit 215,191 233,724 (18,533) (7.9)
Total deposit accounts 404,609 $ 430,281 (25,672) (6.0)

Borrowings. Federal Home Loan Bank advances decreased $30.1 million, or 14.3%, to $180.7 million at September 30, 2007, from
$210.8 million at September 30, 2006. We use Federal Home Loan Bank advances as an alternative funding source to deposits, and to manage
funding costs, reduce interest rate risk and to leverage our balance sheet.

Equity. Stockholders equity increased $4.8 million, or 4.4%, to $112.6 million at September 30, 2007, from $107.9 million at September
30, 2006. The increase was primarily a result of the $5.3 million in net income and the allocation of earned employee stock ownership plan
shares, equity compensation and the exercise of stock options totaling $2. 2 million, offset by $1.3 million in cash dividends paid to stockholders
and $2.0 million increase in unrealized losses on securities available for sale. On September 14, 2007, the Company paid $0.055 per share in
cash dividends to stockholders of record as of August 31, 2007, excluding shares held by Home Federal MHC.

Comparison of Operating Results for the Three Months ended September 30, 2007 and September 30, 2006

General. Net income for the three months ended September 30, 2007 was $1.2 million, or $0.08 per diluted share, compared to net
income of $1.7 million, or $0.11 per diluted share, for the three months ended September 30, 2006.

Net Interest Income. Our net interest income decreased $456,000 or 8.2% to $5.1 million for the three months ended September 30, 2007
from $5.6 million for the three months ended September 30, 2006. Average total interest-earning assets decreased $41.1 million between the two
three month time periods. During that same period, our net interest spread decreased 17 basis points.

Interest and Dividend Income. Total interest and dividend income for the three months ended September 30, 2007 decreased $242,000
to $10.4 million from $10.6 million for the three months ended September 30, 2006. The decrease during the period was primarily attributable to
the $41.1 million or 5.7% decrease in the average balance of interest-earning assets.

The following table compares detailed average earning asset balances, associated yields and resulting changes in interest and dividend
income for the three months ended September 30, 2007 and 2006:
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Three Months Ended September 30,

2007 2006 Increase/
(Decrease) in
Interest and

Dividend
Average Average Income from
Balance Yield Balance Yield 2006
(Dollars in Thousands)
Loans receivable, net of deferred taxes $ 487,737 6.70% $ 501,279 6.51% $ 8
Loans held for sale 3,587 6.48 3,661 6.56 2)
Investment securities, including interest- bearing deposits
in other banks 9,412 5.18 1,952 5.33 96
Mortgage-backed securities 164,326 491 199,304 4.77 (359)
Federal Home Loan Bank stock 9,591 0.63 9,591 0.00 15
Total interest-earning assets $ 674,653 6.15% $ 715,787 5.93% $ 242)

Interest Expense. Interest expense increased $214,000 or 4.3% to $5.2 million for the three months ended September 30, 2007 from $5.0
million for the three months ended September 30, 2006. The average balance of total interest-bearing liabilities decreased $37.5 million, or 6.3%
to $554.9 million for the three months ended September 30, 2007 from $592.4 million for the three months ended September 30, 2006. The
increase in interest expense from the prior year is primarily due to an increase in cost of funds. The average cost of funds increased 38 basis
points to 3.78% for the three months ended September 30, 2007 compared to 3.40% for the three months ended September 30, 2006.

The following table details average balances, cost of funds and the change in interest expense for the three months ended September 30,
2007 and 2006:

Three Months Ended September 30,

2007 2006 Increase/
(Decrease) in
Interest
Expense
Average Average from
Balance Cost Balance Cost 2006

(Dollars in Thousands)

Savings deposits $ 23220 0.60% $ 23,610 0.22% $ 22
Interest-bearing demand deposits 84,868 0.70 96,464 0.58 10
Money market accounts 46,009 3.47 32,220 2.04 235
Certificates of deposit 215,484 4.73 230,183 4.19 139
Federal Home Loan Bank advances 185,277 4.57 204,898 4.40 (192)
Total interest-bearing liabilities $ 554,858 3.78% $ 592,375 3.40% $ 214

Provision for Loan Losses. . In connection with its analysis of the loan portfolio for the three months ended September 30, 2007,
management determined that a provision for loan losses of $338,000 was required for the three months ended September 30, 2007, compared to
a reversal of allowance of $182,000 for the three months ended September 30, 2006. The $52 0,000 increase in the provision takes into account
increased activity within classified assets as well as the current downturn in the real estate market. We do not originate or purchase one- to
four-family subprime loans. Management considers the allowance for loans losses at September 30, 2007 to be adequate to cover probable losses
inherent in the loan portfolio based on the assessment of the above-mentioned factors affecting the loan portfolio. While management believes
the estimates and assumptions used in its determination of the adequacy of the allowance are reasonable, there can be no assurance that such
estimates and assumptions will not be proven incorrect in the future, or that the actual amount of future provisions will not exceed the amount of
past provisions or
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that any increased provision that may be required will not adversely impact our financial condition and results of operations. In addition, the
determination of the amount of our allowance for loan losses is subject to review by bank regulators, as part of the routine examination process,
which may result in the establishment of additional reserves based upon their judgment of information available to them at the time of their
examination.

The following table details selected activity associated with the allowance for loan losses for the three months ended September 30, 2007
and 2006:

At or For the Three
Months
Ended September 30,

2007 2006

(Dollars in Thousands)

Provision for loan losses $ 338 % (182)
Net charge-offs 98 3
Allowance for loan losses 2,988 2,974
Allowance for loan losses as a percentage of gross loans receivable at the end of

the period 0.62% 0.59%
Allowance for loan losses as a percentage of nonperforming loans at the end of

the period 195.17 766.49
Nonperforming loans $ 1,531 §$ 388
Nonaccrual and 90 days or more past due loans as a percentage of loans

receivable at the end of the period 0.32% 0.08%
Loans receivable, net $ 480,118 $ 503,065

Noninterest Income. Noninterest income for the three months ended September 30, 2007 was $2.6 million, a decrease of $202,000, or
7.3%, from the three months ended September 30, 2006.

The following table provides a detailed analysis of the changes in components of noninterest income:

Increase/(Decrease)
Three Months Ended from Percentage
September 30, 2007 September 30, 2006 Increase/(Decrease)

(Dollars in Thousands)

Service fees and charges $ 2,297 $ (102) 4.3)%
Gain on sale of loans 251 (11) 4.2)
Increase in cash surrender value of bank life insurance 104 6 6.1)
Loan servicing fees 129 21) (14.0)
Mortgage servicing rights, net (222) (90) (68.2)
Other 5 16 (145.5)
Total noninterest income $ 2,564 $ (202) (7.30)%

Noninterest income decreased $202,000, or 7.3%, to $2.6 million for the three months ended September 30, 2007 from $2.8 million for the
three months ended September 30, 2006. The decrease was primarily attributable to a $102,000 or 4.3% decrease in fees and service charges and
a $90,000 or 68.2% decrease in the value of the mortgage servicing asset.

Noninterest Expense. Total noninterest expense for the three months ended September 30, 2007 was $5.4 million, a decrease of $472,000
or 8.0% compared to the three months ended September 30, 2006.
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The following table provides a detailed analysis of the changes in components of noninterest expense:

Three Months Ended Increase/(Decrease) Percentage
September 30, 2007 from September 30, 2006 Increase/(Decrease)

(Dollars in Thousands)

Compensation and benefits $ 2,886 $ (767) 21.0)%
Occupancy and equipment 726 40 5.8
Data processing 548 110 25.1
Advertising 503 218 76.5
Other 748 (73) (8.9)
Total noninterest expense $ 5411 $ 472) (8.0)%

Compensation and benefits decreased $767,000 or 21.0% to $2.9 million for the three months ended September 30, 2007 from $3.7
million for the same period a year ago. The decrease was primarily attributable to a decreased incentive payout in the current year. Advertising
costs increased $218,000 or 76.5%, primarily as a result of marketing costs related to a debit card rewards program and a business banking
campaign that were recently initiated.

Income Tax Expense. Income tax expense for the three months ended September 30, 2007 was $750,000, which represented a decrease
of $243,000 from the three months ended September 30, 2006. Income before income taxes was $1.9 million for the three months ended
September 30, 2007 compared to $2.6 million for the three months ended September 30, 2006, a decrease of $706,000, or 26.6%. Our combined
federal and state effective income tax rate for the quarter ending September 30, 2007 was 38.6% compared to 37.5% for the three months ended
September 30,2006.

Comparison of Operating Results for the Years ended September 30, 2007 and September 30, 2006

General. Net income for the year ended September 30, 2007 was $5.3 million, or $0.36 per diluted share, compared to net income of $6.2
million, or $0.43 per diluted share, for the year ended September 30, 2006.

Net Interest Income. Net interest income decreased $1.7 million, or 7.4%, to $21.3 million for the year ended September 30, 2007, from
$23.0 million for the year ended September 30, 2006. The decrease in net interest income was primarily attributable to a lower net interest
margin, despite an overall increase in average interest- earning assets and interest-bearing liabilities 2007 versus 2006.

Our net interest margin decreased 30 basis points to 3.03% for the year ended September 30, 2007, from 3.33% for the same period last
year. The cost of interest bearing liabilities increased 66 basis points to 3.66% for the fiscal year from 3.00% for the same period of the prior
year. The decline in the net interest margin reflects the relatively flat yield curve that currently exists, as the cost of shorter-term deposits and
borrowed funds increased more rapidly than the yield on longer-term assets. Although we believe the repricing of existing loans and the
emphasis on expanding the commercial and small business banking programs, including both loan and deposit products, will help counter the
trend in net interest margin, pressure will likely continue in the near term as a result of the flat yield curve environment.
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The following table sets forth the results of balance sheet growth and changes in interest rates to our net interest income. The rate column
shows the effects attributable to changes in rate (changes in rate multiplied by prior volume). The volume column shows the effects attributable
to changes in volume (changes in volume multiplied by prior rate). Changes attributable to both rate and volume, which cannot be segregated,
are allocated proportionately to the changes in rate and volume.

Year Ended September 30, 2007 Compared to
September 30, 2006
Increase (Decrease) Due to

Rate Volume Total
(In Thousands)

Interest-earning assets:
Loans receivable, net $ 1,276 $ 2,098 $ 3,374
Loans held for sale 11 (@) 4
Investment securities, including interest-bearing deposits in other banks 30 175 205
Mortgage-backed securities 130 (1,036) (906)
Federal Home Loan Bank stock 48 48
Total net change in income on interest-earning assets $ 1,495 $ 1,230 $ 2,725
Interest-bearing liabilities:
Savings deposits $ 55 % 3) 3 52
Interest-bearing demand deposits 137 (34) 103
Money market accounts 519 161 680
Certificates of deposit 2,232 298 2,530
Total deposits 2,943 422 3,365
Federal Home Loan Bank advances 568 486 1,054
Total net change in expense on interest-bearing liabilities $ 3,511 $ 908 $ 4,419
Total increase (decrease) in net interest income $ (1,694)

Interest and Dividend Income. Total interest and dividend income for the year ended September 30, 2007 increased $2.7 million, or
6.8%, to $42.6 million, from $39.9 million for the same period of the prior year. The increase during the period was primarily attributable to the
$14.0 million, or 2.0%, increase in the average balance of interest-earning assets and an increase in the yield on interest-earning assets to 6.06%
from 5.79% as a result of the general increase in interest rates and changes in our loan portfolio mix.
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The following table compares detailed average earning asset balances, associated yields, and resulting changes in interest and dividend
income for the years ended September 30, 2007 and 2006.

Year Ended September 30,

Increase/
2007 2006 (Decrease) in
Interest and
Dividend
Average Average Income from
Balance Yield Balance Yield 2006
(Dollars in Thousands)
Loans receivable, net of deferred taxes $ 503,478 6.62% $ 471,291 6.35% $ 3,374
Loans held for sale 3,652 6.46 3,771 6.15 4
Investment securities, available for sale,
including interest-bearing deposits in other banks 6,645 5.19 3,197 4.38 205
Mortgage-backed securities 180,309 4.82 201,838 4.76 (906)
FHLB stock 9,591 0.50 9,591 48
Total interest-earning assets $ 703,675 6.06% $ 689,688 579% $ 2,725

Interest Expense. Interest expense increased $4.4 million, or 26.1%, to $21.3 million for the year ended September 30, 2007 from $16.9
million for the year ended September 30, 2006. The average balance of total interest-bearing liabilities increased $19.1 million, or 3.4%, to
$582.9 million for the year ended September 30, 2007 from $563.8 million for the year ended September 30, 2006. The increase was primarily a
result of growth in certificates of deposit, money market accounts, and additional FHLB advances. As a result of general market rate increases,
the average cost of funds for total interest-bearing liabilities increased 66 basis points to 3.66% for the year ended September 30, 2007 compared
to 3.00% for the year ended September 30, 2006.

The following table details average balances, cost of funds and the change in interest expense for the years ended September 30, 2007 and
2006:

Year Ended September 30,

2007 2006 Increase/
(Decrease) in
Interest
Expense
Average Average from
Balance Cost Balance Cost 2006
(Dollars in Thousands)
Savings deposits $ 23,397 044% $ 24,863 021% $ 52
Interest-bearing demand deposits 91,198 0.62 97,916 0.48 103
Money market deposits 39,908 3.04 31,875 1.68 680
Certificates of deposit 226,522 4.59 218,496 3.60 2,530
FHLB advances 201,911 4.49 190,684 4.20 1,054
Total interest-bearing liabilities $ 582,936 3.66% $ 563,834 3.00% $ 4,419

Provision for Loan Losses. A provision for loan losses of $409,000 was established by management in connection with its analysis of the
loan portfolio for the year ended September 30, 2007, compared to a provision for loan losses of $138,000 established for the same period of
2006. The $271,000 increase in the provision takes into account increased activity within classified assets as well as the current downturn in the
real estate market. We do not originate or purchase one- to four-family subprime loans. Management considers the allowance for loans losses at
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September 30, 2007 to be adequate to cover probable losses inherent in the loan portfolio based on the assessment of
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the above-mentioned factors affecting the loan portfolio. While management believes the estimates and assumptions used in its determination of
the adequacy of the allowance are reasonable, there can be no assurance that such estimates and assumptions will not be proven incorrect in the
future, or that the actual amount of future provisions will not exceed the amount of past provisions or that any increased provision that may be
required will not adversely impact our financial condition and results of operations. In addition, the determination of the amount of our
allowance for loan losses is subject to review by bank regulators, as part of the routine examination process, which may result in the
establishment of additional reserves based upon their judgment of information available to them at the time of their examination.

The following table details selected activity associated with the allowance for loan losses for the years ended September 30, 2007 and

2006:

At or For the Year
Ended September 30,

2007 2006

(Dollars in Thousands)

Provision for loan losses $ 409 § 138
Net charge-offs 203 46
Allowance for loan losses 2,988 2,974
Allowance for loan losses as a percentage of gross loans receivable at the end of the period 0.6 2% 0.59%
Allowance for loan losses as a percentage of nonperforming loans at the end of the period 195.17% 766.49%
Nonperforming loans $ 1,531 $ 388
Nonaccrual and 90 days or more past due loans as a percentage of loans receivable at the end of the

period 0.32% 0.08%
Loans receivable, net $ 480,118 $ 503,065

Noninterest Income. Noninterest income increased $81,000, or 0.7%, to $11.2 million for the year ended September 30, 2007 from $11.1
million for the year ended September 30, 2006. While overall noninterest income was flat, gain on sale of loans increased $363,000 or 34.4%.
This increase in noninterest income was offset by a $266,000 or 148.6% decrease in the value of the mortgage servicing asset. We currently sell
a majority of the one-to four-family residential loans we originate. For the year ended September 30, 2006, a larger percentage of the residential
mortgage loans originated were held in the loan portfolio. For the year ended September 30, 2007 we had a $150,000 write down of the value of
the mortgage servicing rights.

The following table provides a detailed analysis of the changes in components of noninterest income:

Year Ended
September 30, Increase (decrease)
2007 2006 Amount Percent

(Dollars in Thousands)

Service fees and charges $ 9,218 $ 9,292 $ (74) (0.8)%
Gain on sale of loans 1,419 1,056 363 34.4
Increase in cash surrender value of bank owned life insurance 405 383 22 5.7
Loan servicing fees 549 620 (71) (11.5)
Mortgage servicing rights, net (445) (179) (266) (148.6)
Other 44 (63) 107 169.8
Total noninterest income $ 11,190 $ 11,109  $ 81 0.7%

Noninterest Expense. Noninterest expense decreased $400,000, or 1.7%, to $23.5 million for the year ended September 30, 2007 from
$23.9 million for the year ended September 30, 2006.

The following table provides a detailed analysis of the changes in components of noninterest expense:
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Year Ended
September 30, Increase (decrease)
2007 2006 Amount Percent

(Dollars in Thousands)

Compensation and benefits $ 14,249  $ 15,081 $ (832) (5.5)%
Occupancy and equipment 2,871 2,759 112 4.1
Data processing 2,097 1,802 295 16.4
Advertising 1,475 1,025 450 43.9
Other 2,853 3,278 (425) (13.0)
Total noninterest expense $ 23,545 $ 23,945 $ (400) (1.7)%

Compensation and benefits decreased $832,000 or 5.5% to $14.2 million for the year ended September 30, 2007 from $15.1 million for
the same period a year ago. The decrease was primarily attributable to a decreased incentive payout in the current year. In addition, full-time
equivalent employees has decreased from 240 as of September 30, 2006 to 223 as of September 30, 2007. Advertising costs increased $450,000
or 43.9%, primarily as a result of marketing costs related to a debit card rewards program and a business banking campaign that were initiated
during the current fiscal year. Other noninterest expenses decreased $425,000 primarily as a result of costs incurred in the prior fiscal year
related to the conversion of the core processing system and professional costs associated with the initial year of Sarbanes-Oxley compliance.

Our efficiency ratio, which is the percentage of noninterest expense to net interest income plus noninterest income, was 72.5% for the year
ended September 30, 2007 compared to 70.2% for the year ended September 30, 2006. The increase in efficiency ratio was primarily attributable
to a $1.7 million, or 7.4% decrease in net interest income. By definition, a lower efficiency ratio would be an indication that we are more
efficiently utilizing resources to generate net interest income and other fee income.

Income Tax Expense. Income tax expense decreased $543,000, or 14.3%, to $3.3 million for the year ended September 30, 2007 from
$3.8 million for the same period a year ago. Income before income taxes decreased $1.5 million or 14.8% to $8.5 million for the year ended
September 30, 2007 compared to $10.0 million for the year ended September 30, 2006. Our combined federal and state effective income tax rate
for the current period was 38.3% compared to 38.0% for the same period of the prior year.
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MANAGEMENTT]S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

Overview

We are a community-based financial institution primarily serving the Boise, Idaho and surrounding
metropolitan area known as the Treasure Valley region of southwestern Idaho, including Ada, Canyon, Elmore
and Gem counties, through our 15 full-service banking offices and two loan centers. We are in the business of
attracting deposits from the public and utilizing those deposits to originate loans. We offer a wide range of loan
products to meet the demands of our customers. Historically, lending activities have been primarily directed
toward the origination of residential and commercial real estate loans. Real estate lending activities have been
primarily focused on first mortgages on owner occupied, and one- to four-family residential properties. To an
increasing extent in recent years, lending activities have also included the origination of residential and
commercial construction and land development loans and home equity loans. While continuing our commitment
to residential lending, management expects commercial lending, including commercial real estate, builder
finance and commercial business lending, to become increasingly important activities for us. Consistent with this
strategy, we appointed Mr. Williams as President of Home Federal Bank in September 2006 and expect him to
succeed Mr. Stevens in September 2008. Mr. Williams has extensive experience in business related lending.

Our primary source of pre-tax income is net interest income. Net interest income is the difference between
interest income, which is the income that we earn on our loans and investments, and interest expense, which is
the interest that we pay on our deposits and borrowings. Changes in levels of interest rates affect our net interest
income. The recent interest rate environment, which has caused short-term market interest rates to rise, while
longer term interest rates have remained stable, has had a negative impact on our interest rate spread and net
interest margin, which has reduced profitability and caused a decrease in our return on average assets and
return on average equity. To offset the negative impact the current interest rate environment is having on our
profitability, we are seeking to find means of increasing interest income while controlling expenses. We intend to
diversity the mix of our assets by reducing the percentage of our assets that are lower-yielding residential loans
and mortgage-backed securities and increasing the percentage of our assets consisting of construction and land
development, commercial real estate, and commercial business loans that have higher risk-adjusted returns.

Our operating expenses consist primarily of compensation and benefits, occupancy and equipment, data
processing, advertising, postage and supplies, professional services and, when applicable, deposit insurance
premiums. Compensation and benefits consist primarily of the salaries and wages paid to our employees, payroll
taxes, expenses for retirement and other employee benefits. Occupancy and equipment expenses, which are the
fixed and variable costs of building and equipment, consist primarily of lease payments, taxes, depreciation
charges, maintenance and costs of utilities.

Following the completion of the offering, we anticipate that our operating expense will increase as a result
of the increased compensation expenses associated with the purchases of shares of common stock by our
employee stock ownership plan, and awards under additional stock-based incentive plans. While these additional
expenses will negatively impact earnings, we do not expect them to completely offset the additional income we
expect to receive by leveraging the proceeds from this offering.

Assuming that the adjusted maximum number of shares is sold in the offering:

0 our employee stock ownership plan will acquire 1,269,600 additional shares of common stock with a
$12.7 million loan from new Home Federal Bancorp, that is expected to be repaid over 15 years,
resulting in an annual pre-tax expense of approximately $846,400 (assuming that the common stock
maintains a value of $10.00 per shares);

0 our new stock option plan would authorize the grant of options to purchase shares up to 8.7% of the
amount of our shares sold in the offering to eligible participants, which would result in
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compensation expense over the vesting period of the options. Assuming the market price of the
common stock is $10.00 per share, all options are granted with an exercise price of $10.00 per share
and have a term of 10 years; the dividend yield on the stock is zero; the risk free interest rate is 5.03%;
and the volatility rate on the common stock is 11.31%, the estimated grant-date fair value of the
options utilizing a Black-Scholes option pricing analysis is $2.71 per option granted. Assuming this
value is amortized over the five year vesting period, the corresponding annual pre-tax expense
associated with the stock option plan would be approximately $745,000; and

0 our new stock recognition and retention plan would authorize the award of a number of shares equal to
up to 3.5% of the amount of our shares sold in the offering to eligible participants, which would be
expense as the awards vest. Assuming that all shares are awarded at a price of $10.00 per share, and
that the awards vest over a five year period, the corresponding annual pre-tax expense would be
approximately $1.1 million.

The actual expense that will be recorded for the additional shares purchased by our employee stock
ownership plan will be determined by the market value of the shares of common stock as they are released to
employees over the term of the loan, and depending on whether the loan is repaid faster than its contractual term
allowing for an acceleration in the release of shares held as collateral for the loan. Accordingly, increases in the
stock price above $10.00 per share will increase the total employee stock ownership plan expense, and any
accelerated repayment of the loan along with an accelerated release of shares will increase the annual employee
stock ownership plan expense. Additionally, the actual expense of the restricted shares will be determined by the
fair market value of the stock on the grant date, which might be greater than $10.00 per share. Further, the
actual expense of the stock options will be determined by the grant-date fair value of the options which will
depend on a number of factors, including the valuation assumptions used in the Black-Scholes option pricing
model. For more information of expenses associated with new equity based benefit plans, see [J[Pro Forma Data.[]

Our results of operations may also be affected significantly by general and local economic and competitive
conditions, changes in market interest rates, governmental policies and actions of regulatory authorities.

Operating Strategy

Our strategies center on our continued development into a full service, community-oriented bank. Our goal
is to continue to enhance our franchise value and earnings through controlled growth in our banking operations,
especially small business lending, while maintaining the community-oriented customer service and sales focus
that has characterized our success to date. In order to be successful in this objective and increase stockholder
value, we are committed to the following strategies:

Continue Growing in Our Existing Markets. We believe there is a large customer base in our market that is
dissatisfied with the service received from larger regional banks. By offering quicker decision making in the
delivery of banking products and services, offering customized products where appropriate, and providing
customer access to our senior managers, we hope to distinguish ourselves from larger, regional banks operating
in our market areas. Our larger capital base resulting from this offering and our plans to diversify our product
mix should allow us to compete effectively against smaller banks.

Continue Our Disciplined Execution.We believe our success as a banking organization depends on a
disciplined approach to originating loans and monitoring the performance of our loan portfolio. Despite our
growth, we have consistently maintained strong asset quality. We believe our strong asset quality is the result of
our underwriting standards, experienced loan officers and the strength of the local economy. In addition, many of
the commercial loans we originate are to borrowers well known by our loan officers from existing and prior
banking relationships. At June 30, 2007, our nonperforming assets as a percentage of total assets were 0.07% and
for the nine months ended June 30, 2007 our ratio of net charge-offs to average loans was 0.02%. Our year-end
nonperforming assets as a percentage of total assets and ratio of net charge-offs to average loans have not
exceeded 0.17% and 0.10%, respectively, in any of the past five years.
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Expanding Our Product Offerings. We intend to continue our emphasis on originating commercial lending
products that diversify our loan portfolio by increasing the percentage of our assets consisting of higher-yielding
construction and land development and commercial real estate and commercial business loans with higher
risk-adjusted returns, shorter maturities and more sensitivity to interest rate fluctuations, while still providing
high quality loan products for single-family residential borrowers. We also intend to selectively add products to
provide diversification of revenue sources and to capture our customer[]s full relationship. We intend to continue
to expand our business by cross selling our loan and deposit products and services to our customers in order to
increase our fee income.

Focus on our Branch Expansion. Branch expansion has played a significant role in our ability to grow
loans, deposits and customer relationships. Since August 2000 we have opened eight branches in our existing
markets. We are planning four to six new branches that we intend to open within the next 24 months. There is
currently one new branch under construction in Nampa, Idaho and plans are being finalized for the construction
of a new branch office in the Meridian, Idaho market in 2008. Our long-term strategy is to build two or three
branches per year if appropriate sites can be identified and obtained. We will also actively search for appropriate
acquisitions to enhance our ability to deliver products and services in our existing markets and to expand into
surrounding markets. However, there are currently no specific acquisitions under consideration.

Increasing Our Core Transaction Deposits. A fundamental part of our overall strategy is to improve both
the level and the mix of deposits that serve as a funding base for asset growth. By growing demand deposit
accounts and other transaction accounts, we intend to reduce our reliance on higher-cost certificates of deposit
and borrowings such as advances from the Federal Home Loan Bank of Seattle. In order to expand our core
deposit franchise, we are focusing on introducing additional products and services to obtain money market and
time deposits by bundling them with other consumer services. Business deposits are being pursued by the
introduction of cash management products and by specific targeting of small business customers.

Hire Experienced Employees With a Customer Service Focus. Our ability to continue to attract and retain
banking professionals with strong business banking and service skills, community relationships and significant
knowledge of our markets is key to our success. We believe that by focusing on experienced bankers who are
established in their communities, we enhance our market position and add profitable growth opportunities. We
emphasize to our employees the importance of delivering exemplary customer service and seeking opportunities
to build further relationships with our customers. Our goal is to compete by relying on the strength of our
customer service and relationship banking approach.

Continuing an internal management culture which is driven by a focus on profitability, productivity and
accountability for results and which responds proactively to the challenge of change. The primary method for
reinforcing our culture is the comprehensive application of our [JPay for Performance[] total compensation
program. Every employee has clearly defined accountabilities and performance standards that tie directly or
indirectly to our profitability. All incentive compensation is based on specific profitability measures, sales volume
goals or a combination of specific profitability measures and individual performance goals. This approach
encourages all employees to focus on our profitability and has created an environment that embraces new
products, services and delivery systems.

Critical Accounting Policies

We use estimates and assumptions in our financial statements in accordance with generally accepted
accounting principles. Management has identified several accounting policies that, due to the judgments,
estimates and assumptions inherent in those policies, are critical to an understanding of our financial statements.
These policies relate to the determination of the allowance for loan losses and the associated provision for loan
losses, the fair market value of capitalized mortgage servicing rights, as well as deferred income taxes and the
associated income tax expense. Management reviews the allowance for loan losses for adequacy on a quarterly
basis and establishes a provision for loan losses that it believes is sufficient for the loan portfolio growth expected
and the loan quality of the existing portfolio. The carrying value of the capitalized mortgage servicing rights is
also assessed on a
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quarterly basis. Income tax expense and deferred income taxes are calculated using an estimated tax rate and are
based on management[]s and our tax advisor{]s understanding of our effective tax rate and the tax code. These
estimates are reviewed by our independent auditor on an annual basis and by our regulators when they examine
Home Federal Bank.

Allowance for Loan Losses. Management recognizes that loan losses may occur over the life of a loan
and that the allowance for loan losses must be maintained at a level necessary to absorb specific losses on
impaired loans and probable losses inherent in the loan portfolio. Our Asset Liability Management Committee
assesses the allowance for loan losses on a quarterly basis. The Committee analyzes several different factors
including delinquency rates, charge-off rates and the changing risk profile of our loan portfolio, as well as local
economic conditions such as unemployment rates, bankruptcies and vacancy rates of business and residential
properties.

We believe that the accounting estimate related to the allowance for loan losses is a critical accounting
estimate because it is highly susceptible to change from period to period, requiring management to make
assumptions about future losses on loans. The impact of a sudden large loss could deplete the allowance and
require increased provisions to replenish the allowance, which would negatively affect earnings.

Our methodology for analyzing the allowance for loan losses consists of specific allocations on significant
individual credits and a general allowance amount, including a range of losses. The specific allowance component
is determined when management believes that the collectibility of a specific large loan has been impaired and a
loss is probable. The general allowance component relates to assets with no well-defined deficiency or weakness
and takes into consideration loss that is inherent within the portfolio but has not been realized. The general
allowance is determined by applying a historical loss percentage to various types of loans with similar
characteristics and classified loans that are not analyzed specifically. Due to the imprecision in calculating
inherent and potential losses, a range is added to the general allowance to provide an allowance for loan losses
that is adequate to cover losses that may arise as a result of changing economic conditions and other factors that
may alter our historical loss experience.

The allowance is increased by the provision for loan losses, which is charged against current period
operating results and decreased by the amount of actual loan charge-offs, net of recoveries.

Mortgage Servicing Rights. Mortgage servicing rights represent the present value of the future loan
servicing fees from the right to service loans for others. The most critical accounting policy associated with
mortgage servicing is the methodology used to determine the fair value of capitalized mortgage servicing rights,
which requires the development of a number of estimates, the most critical of which is the mortgage loan
prepayment speeds assumption. The mortgage loan prepayment speeds assumption is significantly impacted by
interest rates. In general, during periods of falling interest rates, the mortgage loans prepay faster and the value
of our mortgage servicing asset declines. Conversely, during periods of rising rates, the value of mortgage
servicing rights generally increases due to slower rates of prepayments. We perform a quarterly review of
mortgage servicing rights for potential changes in value. This review may include an independent appraisal by an
outside party of the fair value of the mortgage servicing rights.

Deferred Income Taxes. Deferred income taxes are reported for temporary differences between items of
income or expense reported in the financial statements and those reported for income tax purposes. Deferred
taxes are computed using the asset and liability approach as prescribed in Statement of Financial Accounting
Standards No. 109, [JAccounting for Income Taxes.[] Under this method, a deferred tax asset or liability is
determined based on the enacted tax rates that will be in effect when the differences between the financial
statement carrying amounts and tax basis of existing assets and liabilities are expected to be reported in an
institution[]s income tax returns. The deferred tax provision for the year is equal to the net change in the net
deferred tax asset from the beginning to the end of the year, less amounts applicable to the change in value
related to investments available for sale. The effect on deferred taxes of a change in tax rates is recognized as
income in the period that includes the enactment date. The primary differences between financial statement
income and taxable income result from depreciation expense, mortgage servicing rights, loan loss reserves and
dividends received from the Federal Home Loan Bank of Seattle.
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Deferred income taxes do not include a liability for pre-1988 bad debt deductions allowed to thrift institutions
that may be recaptured if the institution fails to qualify as a bank for income tax purposes in the future.

Comparison of Financial Condition at June 30, 2007 and September 30, 2006

General. Total assets decreased $33.0 million, or 4.3%, to $728.3 million at June 30, 2007 from $761.3
million at September 30, 2006. Mortgage-backed securities decreased $28.7 million, or 14.7%, to $166.8 million
and were the primary reason for the asset decline during the nine-month period. As a result, we also reduced
outstanding Federal Home Loan Bank advances by $21.5 million, or 10.2%, to $189.3 million. Total deposits
decreased $11.6 million, or 2.7%, to $418.7 million as customers transferred funds into higher rate deposit
products during the past several quarters and as a result of the transfer from Home Federal Bank of a single
commercial relationship that reduced outstanding balances by approximately $4.1 million during the nine-month
period.

Assets. For the nine months ended June 30, 2007, total assets decreased $33.0 million. The increases and
decreases were primarily concentrated in the following asset categories:

Increase (Decrease)

Balance at Balance at
June 30, September 30,
2007 2006 Amount Percent
(Dollars in Thousands)

Cash and amounts due from depository institutions $ 23,086 $ 18,385 $ 4,701 25.6%
Mortgage-backed securities, available for sale 166,755 12,182 154,573 1,268.9
Mortgage-backed securities, held to maturity 183,279 (183,279) (100.0)
Loans receivable, net of allowance for loan losses 491,768 503,065 (11,297) 2.2)

Cash and amounts due from depository institutions increased $4.7 million as a result of normal fluctuations
of amounts due from other financial institutions.

Mortgage-backed securities decreased $28.7 million to $166.8 million at June 30, 2007, from $195.5 million
at September 30, 2006. During the nine months ended June 30, 2007, we purchased $2.1 million of 5/1 hybrid
adjustable-rate mortgage-backed securities issued by Freddie Mac. Repayments of principal and proceeds from
sales totaled $25.4 million for the nine months ended June 30, 2007. We purchase mortgage-backed securities to
manage interest rate sensitivity, supplement loan originations and provide liquidity.

We had a change in our strategy regarding mortgage-backed securities and during the quarter ended June
30, 2007, we transferred our entire portfolio of held-to-maturity mortgage-backed securities to available for sale
to help meet future liquidity needs associated with increasing commercial banking and other lending activities.
As part of our liquidity management, we do not currently intend to classify any investments as held to maturity in
the foreseeable future.

Loans receivable, net, decreased $11.3 million to $491.8 million at June 30, 2007, from $503.1 million at
September 30, 2006. One- to four-family residential mortgage loans decreased $34.0 million as we sold a majority
of the one- to four-family loans that we originate. In prior years, we held a portion of the one- to four-family loans
we originated in our loan portfolio. Commercial loans increased $18.5 million, or 12.8%, during the nine months
ended June 30, 2007. We have made significant progress in building our commercial and small business banking
programs, including the addition of an experienced commercial banking team to expand our existing commercial
real estate lending program. We will also emphasize other commercial banking activities, including business
banking, cash management and other products associated with a full-service commercial bank.

Deposits. Deposits decreased $11.6 million, or 2.7%, to $418.7 million at June 30, 2007, from $430.3
million at September 30, 2006. A significant portion of the decrease in noninterest-bearing demand deposits was
the
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result of a single commercial relationship that reduced outstanding balances by approximately $4.1 million
during the nine-month period. Money market deposits accounted for the majority of the increase in
interest-bearing deposits as a result of our increased emphasis on commercial accounts and as customers
transferred funds into higher rate deposit products. The decrease in certificates of deposit was primarily the
result of our choosing not to match rates offered by local competitors that in some instances exceeded our
alternative funding sources.

The following table details the changes in deposit accounts:

Increase (Decrease)

Balance at
Balance at September
June 30, 30,
2007 2006 Amount Percent
(Dollars in Thousands)
Noninterest-bearing demand deposits $ 34,368 $ 44,626 $(10,258) (23.00%
Interest-bearing demand deposits 133,770 128,276 5,494 43
Savings deposits 23,465 23,655 (190) 0.8)
Certificates of deposit 227,095 233,724 (6,629) (2.8)
Total deposit accounts $ 418,698 $ 430,281 $(11,583) 2.7)%

Borrowings. Federal Home Loan Bank advances decreased $21.5 million, or 10.2%, to $189.3 million at
June 30, 2007, from $210.8 million at September 30, 2006. We use Federal Home Loan Bank advances as an
alternative funding source to deposits, and to manage funding costs, reduce interest rate risk and to leverage our
balance sheet.

Equity. Stockholders[] equity increased $2.1 million, or 2.0%, to $110.0 million at June 30, 2007, from
$107.9 million at September 30, 2006. The increase was primarily a result of the $4.1 million in net income and
the allocation of earned employee stock ownership plan shares, equity compensation and the exercise of stock
options totaling $2.3 million, offset by $959,000 in cash dividends paid to stockholders and $3.3 million increase
in unrealized losses on securities available for sale. During the quarter ended June 30, 2007, we transferred our
entire portfolio of held-to-maturity mortgage-backed securities to available for sale for additional liquidity
purposes. As a result, stockholders[] equity was decreased by the securities unrealized holding loss of $1.9 million
at the date of transfer. On June 15, 2007, we paid $0.055 per share in cash dividends to stockholders of record as
of June 1, 2007, excluding shares held by Home Federal MHC.

Comparison of Operating Results for the Nine Months ended June 30, 2007 and June 30, 2006

General. Net income for the nine months ended June 30, 2007 was $4.1 million, or $0.28 per diluted
share, compared to net income of $4.6 million, or $0.31 per diluted share, for the nine months ended June 30,
2006.

Net Interest Income. Net interest income decreased $1.2 million, or 7.1%, to $16.2 million for the nine
months ended June 30, 2007, from $17.4 million for the nine months ended June 30, 2006. The decrease in net
interest income was primarily attributable to the ongoing compression of our net interest margin, despite an
overall increase in average interest-earning assets and interest-bearing liabilities of $32.6 million and $38.2
million, respectively.

Our net interest margin decreased 39 basis points to 3.02% for the nine months ended June 30, 2007, from
3.41% for the same period of the prior year. The cost of interest-bearing liabilities increased 76 basis points to
3.62% for the nine months of fiscal 2007 compared to 2.86% for the same period of the prior year. The decline in
the net interest margin reflects the relatively flat yield curve that currently exists, as the cost of shorter-term
deposits and borrowed funds increased more rapidly than the yield on longer-term assets. Although we believe
the repricing of existing loans and the emphasis on expanding the commercial and small business banking
programs, including
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both loan and deposit products, will help counter the trend in net interest margin, pressure will likely continue in
the near term as a result of the flat yield curve environment.

The following table sets forth the results of balance sheet growth and changes in interest rates to our net
interest income. The rate column shows the effects attributable to changes in rate (changes in rate multiplied by
prior volume). The volume column shows the effects attributable to changes in volume (changes in volume
multiplied by prior rate). Changes attributable to both rate and volume, which cannot be segregated, are
allocated proportionately to the changes in rate and volume.

Nine Months Ended June 30, 2007
Compared to June 30, 2006

Increase (Decrease) Due

to
Rate Volume Total
(In Thousands)
Interest-earning assets:
Loans receivable, net $ 1,049 $ 2,320 $ 3,369
Loans held for sale 7 “é) 3
Investment securities, including interest-bearing deposits in other banks 32 77 109
Mortgage-backed securities 25 (572) (547)
Federal Home Loan Bank stock 33 33
Total net change in income on interest-earning assets $1,146 $ 1,821 $ 2,967
Interest-bearing liabilities:
Savings deposits $ 31 $ () $ 30
Interest-bearing demand deposits 100 8) 92
Money market accounts 363 82 445
Certificates of deposit 1,969 423 2,392
Total deposits 2,463 496 2,959
Federal Home Loan Bank advances 490 756 1,246
Total net change in expense on interest-bearing liabilities $2,953 $ 1,252 $ 4,205
Total decrease in net interest income $(1,238)

Interest and Dividend Income. Total interest and dividend income for the nine months ended June 30,
2007 increased $3.0 million, or 10.1%, to $32.3 million, from $29.3 million for the nine months ended June 30,
2006. The increase during the period was primarily attributable to the $32.6 million, or 4.8%, increase in the
average balance of interest-earning assets and an increase in the yield on interest-earning assets to 6.03% from
5.73% as a result of the general increase in interest rates and changes in the our loan portfolio mix.
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The following table compares detailed average earning asset balances, associated yields, and resulting
changes in interest and dividend income for the nine months ended June 30, 2007 and 2006:

Loans receivable, net

Loans held for sale

Investment securities, available for sale, including
interest-bearing deposits in other banks
Mortgage-backed securities

Federal Home Loan Bank stock

Total interest-earning assets

Nine Months Ended June 30,

2007 2006
Average Average
Balance Yield Balance Yield
(Dollars in Thousands)
$ 508,782 6.59% $ 461,185 6.30%
3,675 6.54 3,809 6.21
5,713 5.20 3,617 4.20
185,694 4.79 202,692 4.75
9,591 0.46 9,591
$ 713,455 6.03% $ 680,894 5.73%

Increase/
(Decrease) in
Interest and
Dividend
Income
from
2006

$ 3,369
3

109

(547)
33

$ 2967

Interest Expense. Interest expense increased $4.2 million, or 35.4%, to $16.1 million for the nine months
ended June 30, 2007 from $11.9 million for the nine months ended June 30, 2006. The average balance of total
interest-bearing liabilities increased $38.2 million, or 6.9%, to $592.4 million for the nine months ended June 30,
2007 from $554.2 million for the nine months ended June 30, 2006. The increase was primarily a result of growth
in certificates of deposits and additional Federal Home Loan Bank advances. As a result of general market rate
increases, the average cost of funds for total interest-bearing liabilities increased 76 basis points to 3.62% for the
nine months ended June 30, 2007 compared to 2.86% for the nine months ended June 30, 2006.

The following table details average balances, cost of funds and the change in interest expense for the nine

months ended June 30, 2007 and 2006:

Nine Months Ended June 30,

2007 2006
Average Average
Balance Cost Balance Cost
(Dollars in Thousands)

Savings deposits $ 23,457 0.39% $ 25,285 0.20%
Interest-bearing demand deposits 93,330 0.60 98,405 0.44
Money market deposits 37,852 2.87 31,759 1.55
Certificates of deposit 230,242 4.54 214,558 3.39
Federal Home Loan Bank advances 207,517 4.46 184,209 4.12
Total interest-bearing liabilities $ 592,398 3.62% $ 554,216 2.86%

Increase/
(Decrease) in
Interest
Expense
from
2006

$ 30
92

445

2,392
1,246

$ 4,205

Provision for Loan Losses. In connection with its analysis of the loan portfolio for the nine months ended June 30, 2007, management
determined that a provision for loan losses of $71,000 was required for the nine months ended June 30, 2007, compared to a provision for loan

losses of $320,000 established for the nine months ended
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June 30, 2006. The $249,000, or 77.8% decrease in the provision primarily reflects an $11.9 million reduction in loans receivable for the current
year as compared to an increased of $63.1 million for the same period of last year. Our credit quality also remained excellent, as non-performing
assets were $520,000, or 0.07% of total assets, at June 30, 2007, compared to $30,000, or 0.004% of total assets, at June 30, 2006. We do not
originate or purchase one- to four-family subprime loans. Management considers the allowance for loan losses at June 30, 2007 to be adequate to
cover probable losses inherent in the loan portfolio based on the assessment of the above-mentioned factors affecting the loan portfolio. While
management believes the estimates and assumptions used in its determination of the adequacy of the allowance are reasonable, there can be no
assurance that such estimates and assumptions will not be proven incorrect in the future, or that the actual amount of future provisions will not
exceed the amount of past provisions or that any increased provisions that may be required will not adversely impact our financial condition and
results of operations. In addition, the determination of the amount of our allowance for loan losses is subject to review by bank regulators, as
part of the routine examination process, which may result in the establishment of additional reserves based upon their judgment of information
available to them at the time of their examination.

Prior to March 31, 2007, the allowance for loan losses included the estimated loss from unfunded loan commitments. The preferred
accounting method is to separate the unfunded loan commitments from the disbursed loan amounts and record the unfunded loan commitment
portion as a liability. At June 30, 2007, the reserve for unfunded loan commitments was $139,000, which was included in other liabilities on the
Consolidated Balance Sheet. Combining the $139,000 liability for unfunded commitments with the allowance for loan losses provides an
allowance of $2.9 million, or 0.59% of gross loans at June 30, 2007, compared to $3.2 million, or 0.64% at June 30, 2006.

The following table details selected activity associated with the allowance for loan losses for the nine months ended June 30, 2007 and
2006:

At or For the Nine Months
Ended June 30,
2007 2006
(Dollars in Thousands)

Provision for loan losses $ 71 $ 320
Net charge-offs 105 43
Allowance for loan losses 2,748 3,160
Allowance for loan losses as a percentage of gross loans receivable at the end of the period 0.56% 0.64%
Nonperforming loans $ 367 $ 30
Allowance for loan losses as a percentage of nonperforming loans at the end of the period 748.77% 10,533.33%
Nonaccrual and 90 days or more past due loans as a percentage of loans receivable at the end of the period 0.074 0.006
Loans receivable, net $491,768 $ 494,016

Noninterest Income. Noninterest income increased $283,000, or 3.4%, to $8.6 million for the nine months ended June 30, 2007 from $8.3
million for the nine months ended June 30, 2006. The increase was primarily attributable to a $374,000, or 47.1%, increase in gains on the sale
of residential mortgage loans offset by a $176,000, or 374.5%, decrease related to the value of the mortgage servicing rights. We currently sell a
majority of the one- to four-family residential mortgage loans that we originate. For the nine months ended June 30, 2006, a larger percentage of
the residential mortgage loans originated were held in the loan portfolio. For the nine months ended June 30, 2006, we had a $201,000 write-up
of the value of the mortgage servicing rights. As a result of the conversion of our core processing system during the quarter ended December 31,
2005, we retired fixed assets and
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software related to the prior system, resulting in an $86,000 charge to other noninterest income for the nine months ended June 30, 2006.

The following table provides a detailed analysis of the changes in components of noninterest income:

Nine Months Ended
June 30, Increase (Decrease)
2007 2006 Amount Percent
(Dollars In Thousands)

Service fees and charges $6,921 $ 6,893 $ 28 0.4%
Gain on sale of loans 1,168 794 374 47.1
Increase in cash surrender value of bank owned life insurance 301 285 16 5.6
Loan servicing fees 420 470 (50) (10.6)
Mortgage servicing rights, net (223) A7 (176) (374.5)
Other 39 (52) 91 (175.0)
Total noninterest income $ 8,626 $ 8,343 $ 283 3.4%

Noninterest Expense. Noninterest expense increased $72,000, or less than 1%, to $18.1 million for the nine months ended June 30, 2007
from $18.1 million for the nine months ended June 30, 2006.

The following table provides a detailed analysis of the changes in components of noninterest expense:

Nine Months Ended
June 30, Increase (Decrease)
2007 2006 Amount Percent
(Dollars in Thousands)

Compensation and benefits $11,363 $11,428 $ (65 0.6)%
Occupancy and equipment 2,145 2,073 72 35
Data processing 1,549 1,364 185 13.6
Advertising 972 740 232 314
Other 2,105 2,457 (352) (14.3)
Total noninterest expense $18,134 $ 18,062 $ 72 0.4%

Compensation and benefits decreased $65,000, or less than 1%, to $11.4 million for the nine months ended June 30, 2007 from $11.4
million for the same period a year ago. The decrease was primarily attributable to a decrease in the number of full-time equivalent employees
offset by increased costs related to equity compensation plans and annual merit increases. As of June 30, 2007, we employed 215 full-time
equivalent employees, compared to 240 at June 30, 2006, a decrease of approximately 10%. Advertising costs increased $232,000, or 31.4%,
primarily as a result of marketing costs related to a debit card rewards program and a business banking campaign that were initiated during the
current fiscal year. Other noninterest expenses decreased $352,000 primarily as a result of costs incurred in the prior fiscal year related to the
conversion of the core processing system and professional costs associated with the initial year of Sarbanes-Oxley compliance.

Our efficiency ratio, which is the percentage of noninterest expense to net interest income plus noninterest income, was 73.1% for the nine
months ended June 30, 2007 compared to 70.1% for the nine months ended June 30, 2006. The increase in efficiency ratio was primarily
attributable to a $1.2 million, or 7.1%, decrease in net interest income. By definition, a lower efficiency ratio would be an indication that we are
more efficiently utilizing resources to generate net interest income and other fee income.
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Income Tax Expense. Income tax expense decreased $300,000, or 10.6%, to $2.5 million for the nine months ended June 30, 2007 from
$2.8 million for the same period a year ago. Income before income taxes decreased $778,000, or 10.6%, to $6.6 million for the nine months
ended June 30, 2007 compared to $7.4 million for the nine months ended June 30, 2006. Our combined federal and state effective income tax
rate for the current period was unchanged at 38.2% as compared to the same period of the prior fiscal year. Additionally, as a result of the
reclassification of our mortgage-backed securities to available-for-sale, our deferred tax position changed from a net liability of ($800,000) to a
net asset of $1.7 million.

Comparison of Financial Condition at September 30, 2006 and September 30, 2005

General. Total assets increased $71.7 million, or 10.4%, to $761.3 million at September 30, 2006 from $689.6 million at September 30,
2005. Loans receivable, net, increased $72.1 million, or 16.7%, to $503.1 million, and was the primary reason for the asset growth during the
fiscal year. The demand for loans was funded with increased deposits of $34.0 million and Federal Home Loan Bank advances of $34.9 million.

Assets. For the year ended September 30, 2006, total assets increased $71.7 million. The increases and decreases were primarily
concentrated in the following asset categories:

Increase/(Decrease)
Balance at Balance at
September
30, September 30,
2006 2005 Amount Percent

(Dollars in Thousands)

Mortgage-backed securities, available for sale $ 12,182 $ 14,830 $ (2,648) 17.9%
Mortgage-backed securities, held to maturity 183,279 180,974 2,305 1.3
Loans receivable, net of allowance for loan losses 503,065 430,944 72,121 16.7
Loans held for sale 4,119 5,549 (1,430) (25.8)

Mortgage-backed securities decreased $343,000 to $195.5 million at September 30, 2006, from $195.8 million at September 30, 2005. For
the year ended September 30, 2006, we purchased $30.3 million of mortgage-backed securities that consisted primarily of hybrid adjustable and
fixed rate securities with terms of 15 years or less. Normal repayments of principal totaled $30.7 million for the year ended September 30, 2006.
We may purchase mortgage-backed securities to manage interest rate sensitivity and to supplement loan originations during periods when the we
are not able to originate the desired type or volume of portfolio loans.

Loans receivable, net, increased $72.1 million to $503.1 million at September 30, 2006, from $430.9 million at September 30, 2005. One-
to four-family residential loans and commercial real estate loans increased $50.8 million and $17.8 million, respectively, during the year ended
September 30, 2006. During the 2006 fiscal year, we purchased $38.8 million of hybrid adjustable, one- to four-family mortgage loans located
primarily in the Western United States. Purchased mortgage loans allow us to increase interest-earning assets, manage interest rate risk, and
geographically diversify our mortgage loan portfolio at a relatively low overhead cost. As of September 30, 2006, over 90% of our loan portfolio
was secured by real estate, either as primary or secondary collateral.

Loans held for sale decreased $1.4 million to $4.1 million at September 30, 2006, from $5.5 million at September 30, 2005. The balance
of loans held for sale can vary significantly from period to period reflecting loan demand by borrowers and the current interest rate environment.
We originate fixed-rate residential loans, the majority of which are sold in the secondary market. Selling fixed-rate mortgage loans allows us to
reduce interest rate risk associated with long term, fixed-rate products and provides funds to make new loans and diversify the loan portfolio.
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Deposits. Deposits increased $34.0 million, or 8.6%, to $430.3 million at September 30, 2006, from $396.3 million at September 30,
2005. Certificates of deposit accounted for the majority of the increase in total deposits during the period with certificates of six to 12-month
terms having the largest increase in balances. Demand deposits and savings accounts decreased $2.3 million, or 1.2%, as customers migrated
towards higher rate deposit products during the fiscal year. The following table details the changes in deposit accounts:

Increase/(Decrease)
Balance at Balance at
September 30, September 30,
2006 2005 Amount Percent
(Dollars in Thousands)

Noninterest-bearing demand deposits $ 44,626 $ 46,311 $ (1,685) (3.6)%
Interest-bearing demand deposits 128,276 127,330 946 0.7
Savings deposits 23,655 25,219 (1,564) (6.2)
Certificates of deposit 233,724 197,465 36,259 18.4
Total deposit accounts $ 430,281 $ 396,325 $ 33,956 8.6%

Borrowings. Advances from the Federal Home Loan Bank increased $34.9 million, or 19.8%, to $210.8 million at September 30, 2006,
from $175.9 million at September 30, 2005.

Equity. Stockholders equity increased $6.5 million, or 6.4%, to $107.9 million at September 30, 2006, from $101.4 million at September
30, 2005. The increase was primarily a result of the $6.2 million in net income and earned employee stock ownership plan shares and equity
compensation totaling $1.5 million, offset by $1.2 million of cash dividends paid to stockholders. On September 15, 2006, we paid $0.055 per
share in cash dividends to stockholders of record as of September 1, 2006, excluding shares held by Home Federal MHC.

Comparison of Operating Results for the Years ended September 30, 2006 and September 30, 2005

General. Net income for the year ended September 30, 2006 was $6.2 million, or $0.43 per diluted share, compared to net income of $5.3
million, or $0.36 per diluted share, for the year ended September 30, 2005. Results for the year ended September 30, 2005 included the $386,000
pre-tax gain on the sale of a former branch and a $1.8 million pre-tax expense for establishing the Home Federal Foundation, Inc. a charitable
foundation established in connection with the initial formation and minority stock offering of Home Federal Bancorp. Excluding the gain on the
sale of the branch and the expense for establishing the Home Federal Foundation, we had net income of $6.2 million, or $0.42 per diluted share,
for the year ended September 30, 2005.

The following table reconciles our actual net income to pro forma net income for the fiscal year ended September 30, 2006 and 2005,
exclusive of the sale of the branch and the contribution to the Home Federal Foundation, as adjusted for federal and state taxes:

Year Ended September 30,
2006 2005

(Dollars in Thousands)
Pro forma disclosure

Net income, as reported $ 6,212 $ 5,283
Gain on sale of branch (386)
Contribution to Home Federal Foundation 1,825
Federal and state income tax effect (561)
Pro forma net income $ 6,212 $ 6,161

Earnings per share

Diluted as reported $ 043 $ 036
Pro forma diluted $ 043 $ 042
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Net Interest Income. Net interest income increased $1.3 million, or 6.1%, to $23.0 million for the year ended September 30, 2006, from
$21.7 million for the year ended September 30, 2005. Average total interest-earning assets increased $83.0 million, or 13.7% to $689.7 million
for the year ended September 30, 2006 from $606.7 million for the same period last year. Average total interest-bearing liabilities increased
$62.7 million, or 12.5%, to $563.8 million for the year ended September 30, 2006 from $501.1 million for the same period last year.

Our net interest margin decreased 24 basis points to 3.33% for the year ended September 30, 2006, from 3.57% for the same period last
year. The cost of deposits increased 58 basis points to 2.39% for the fiscal year from 1.81% for the same period last year. The decline in the net
interest margin to 3.33% reflects competitive pricing pressures and the relatively flat yield curve that currently exists, as the cost of shorter-term
deposits and borrowed funds increased more rapidly than the yield on longer-term assets.

Interest and Dividend Income. Total interest and dividend income for the year ended September 30, 2006 increased $6.0 million, or
17.7%, to $39.9 million, from $33.9 million for the year ended September 30, 2005. The increase was primarily attributable to the $83.0 million,
or 13.7%, increase in the average balance of interest-earning assets and an increase in the yield on interest-earning assets to 5.79% as a result of
the general increase in interest rates.

The following table compares detailed average earning asset balances, associated yields, and resulting changes in interest and dividend
income for the years ended September 30, 2006 and 2005:

Year Ended September 30,
2006 2005 Increase/
(Decrease) in
Interest and
Dividend
Average Average Income from
Balance Yield Balance Yield 2005
(Dollars in Thousands)
Loans receivable, net $471,291 6.35% $ 419,940 6.14% $ 4,155
Loans held for sale 3,771 6.15 2,518 5.80 86
Investment securities available for sale, including interest-bearing
deposits in other banks 3,197 4.38 14,972 2.09 (173)
Mortgage-backed securities 201,838 4.76 160,780 4.75 1,965
Federal Home Loan Bank stock 9,591 8,480 0.35 30)
Total interest-earning assets $ 689,688 5.79% $ 606,690 5.59% $ 6,003

On May 18, 2005, the Federal Home Loan Bank indefinitely suspended dividends on all classes of its stock as part of its recapitalization
plans.

Interest Expense. Interest expense increased $4.7 million, or 38.3%, to $16.9 million for the year ended September 30, 2006 from $12.2
million for the year ended September 30, 2005. The average balance of total interest-bearing liabilities increased $62.7 million, or 12.5%, to
$563.8 million for the year ended September 30, 2006 from $501.1 million for the year ended September 30, 2005. The increase was primarily a
result of growth in certificates of deposit and additional Federal Home Loan Bank advances. As a result of general market rate increases
following the U.S. Federal Reserve Board rate increases during the past several quarters, the average cost of funds for total interest-bearing
liabilities increased 56 basis points to 3.00% for the year ended September 30, 2006 compared to 2.44% for the year ended September 30, 2005.
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The following table details average balances, cost of funds and the change in interest expense for the year ended September 30, 2006 and
2005:

Year Ended September 30,
2006 2005 Increase/
(Decrease) in
Interest
Average Average Expense from
Balance Cost Balance Cost 2005
(Dollars in Thousands)
Savings deposits $ 24,863 0.21% $ 25,633 0.20% $
Interest-bearing demand deposits 97,916 0.48 104,972 0.28 168
Money market accounts 31,875 1.68 36,061 1.09 140
Certificates of deposit 218,496 3.60 181,015 3.06 2,318
Federal Home Loan Bank advances 190,684 4.20 153,443 3.87 2,060
Total interest-bearing liabilities $ 563,834 3.00% $501,124 2.44% $ 4,686

Provision for Loan Losses. A provision for loan losses of $138,000 was established by management in connection with its analysis of the
loan portfolio for the year ended September 30, 2006, compared to a provision for loan losses of $456,000 established for the same period of
2005. The $318,000 decrease in the provision took into account the increase in loans receivable during the fiscal year, offset by the loan
portfolio s overall strong credit quality, reduction in classified assets, level of nonperforming loans and net charge-offs. On an annual basis we
also analyzes its historical loan loss rates used in the calculation of the provision. As a result of the fiscal 2006 analysis, the allowance for loan
losses was reduced $182,000 due to a decline in three and five year average historical loss rates for certain loan categories.

The following table details selected activity associated with the allowance for loan losses for the year ended September 30, 2006 and

2005:
At or For the Year
Ended September 30,
2006 2005
(Dollars in Thousands)
Provision for loan losses $ 138 $ 456
Net charge-offs 46 211
Allowance for loan losses 2,974 2,882
Allowance for loan losses as a percentage of gross loans receivable at the end of the period 0.59% 0.67%
Allowance for loan losses as a percentage of nonperforming loans at end of period 766.49% 602.97%
Nonperforming loans $ 388 $ 478
Nonaccrual and 90 days or more past due loans as a percentage of loans receivable at the end of the
period 0.08% 0.11%
Loans receivable, net $ 503,065 $ 430,944

Noninterest Income. Noninterest income increased $981,000, or 9.7%, to $11.1 million for the year ended September 30, 2006 from
$10.1 million for the year ended September 30, 2005. The increase in noninterest income was primarily attributable to a $1.0 million increase in
service charges as a result of enhancements to the retail
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checking program related to the core processing conversion that took place in the first quarter of the current fiscal year. Gains on sale of loans
also increased to $1.1 million for the year ended September 30, 2006 from $382,000 for the comparable period in 2005 as loans sold to investors
increased to $81.6 million for the year ended September 30, 2006 from $57.6 million for the year ended September 30, 2005. We also recaptured
$137,000 of prior write-downs of the mortgage servicing rights for the 2006 fiscal year compared to a $300,000 write-down for the prior fiscal
year. Other noninterest income for the year ended September 30, 2005 included a $386,000 gain on the sale of a former branch and a $456,000
gain from life insurance proceeds, which were not experienced in the 2006 fiscal year.

The following table provides a detailed analysis of the changes in components of noninterest income:

Year Ended September 30, Increase (Decrease)
2006 2005 Amount Percent
(Dollars in Thousands)
Service fees and charges $ 9,292 $ 8274 $ 1,018 12.3%
Gain on sale of loans 1,056 382 674 176.4
Increase in cash surrender value of bank owned life insurance 383 343 40 11.7
Loan servicing fees 620 672 (52) (7.7)
Mortgage servicing rights, net (179) (480) 301 (62.7)
Other (63) 937 (1,000) (106.7)

Total noninterest income $ 11,109 $ 10,128 $ 981 9.7%

We perform a quarterly review of mortgage servicing rights for potential increases or declines in value. For the year ended September 30,
2006, we determined the value of the mortgage servicing rights increased $137,000. In addition, amortization of the servicing rights exceeded
the servicing rights capitalized as the majority of loans were sold with the servicing rights released, resulting in a net expense of $179,000 for the
year ended September 30, 2006. The mortgage servicing right was 1.15% of mortgage loans serviced for others at September 30, 2006 compared
to 1.10% at September 30, 2005. Mortgage servicing rights is an accounting estimate of the present value of the future servicing fees from the
right to service mortgage loans for others. This estimate is affected by prepayment speeds of the underlying mortgages and interest rates. In
general, during periods of rising interest rates, mortgage loans prepay slower and the value of the mortgage-servicing asset increases.

Noninterest Expense. Noninterest expense increased $787,000, or 3.4%, to $23.9 million for the year ended September 30, 2006 from
$23.2 million for the year ended September 30, 2005.

The following table provides a detailed analysis of the changes in components of noninterest expense:

Year Ended September 30, Increase (Decrease)
2006 2005 Amount Percent
(Dollars in Thousands)
Compensation and benefits $ 15,081 $ 12,636 $ 2,445 19.3%
Occupancy and equipment 2,759 2,765 (6) 0.2)
Data processing 1,802 1,616 186 11.5
Advertising 1,025 1,147 (122) (10.6)
Contribution to Home Federal Foundation 1,825 (1,825) (100.0)
Other 3,278 3,169 109 34
Total noninterest expense $ 23,945 $ 23,158 $ 787 3.4%
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During the year ended September 30, 2005, we established the Home Federal Foundation by contributing $1.8 million, consisting of
146,004 shares of our common stock and $365,010 in cash. The Home Federal Foundation was formed for the purpose of supporting charitable
organizations and activities that enhance the quality of life for residents within our market area.

Excluding the contribution to the Home Federal Foundation, noninterest expense increased $2.6 million for the year ended September 30,
2006. Compensation and benefits accounted for $2.4 million of the total increase, increasing to $15.1 million for the year ended September 30,
2006 from $12.6 million for the same period a year ago. The majority of the increase in compensation and benefits was attributable to the
establishment of our equity compensation plans, annual merit increases, and increases in employee commissions and incentive plans. The equity
compensation plans consist of our ESOP, 2005 Recognition and Retention Plan, and the 2005 Stock Option and Incentive Plan. See Note 9 of
the Selected Notes to Consolidated Financial Statements contained in this prospectus for further information. As of September 30, 2006, we
employed 240 full-time equivalent employees, compared to 237 at September 30, 2005. The 11.5% increase in data processing was primarily
attributable to the outsourcing of our check processing function as part of the conversion of our core processing system in November 2005. The
outsourcing costs were offset by a corresponding reduction in compensation, equipment expense and other costs.

The efficiency ratio was 70.2% for the year ended September 30, 2006 compared to 72.8% for the year ended September 30, 2005.
Excluding the non-recurring contribution to the Home Federal Foundation and the gain on the sale of a former branch, the efficiency ratio was
67.9% for the year ended September 30, 2005.

Income Tax Expense. Income tax expense increased $900,000, or 30.9%, to $3.8 million for the year ended September 30, 2006 from
$2.9 million for the same period a year ago. Income before income taxes was $10.0 million for the year ended September 30, 2006 compared to
$8.2 million for the year ended September 30, 2005. Our combined federal and state effective income tax rate for the current year was 38.0%
compared to 35.5% for the prior fiscal year. For the year ended September 30, 2005, the effective tax rate was lower primarily as a result of the
receipt of life insurance proceeds that are not subject to income taxes.

Comparison of Operating Results for the Years ended September 30, 2005 and September 30, 2004

General. Net income for the year ended September 30, 2005 was $5.3 million, or $0.36 per diluted share, compared to net income of $4.7
million for the year ended September 30, 2004. On December 6, 2004, we completed our mutual holding company reorganization, at which time
Home Federal Bancorp was organized. As a result, comparisons to prior periods refer to the results of Home Federal Bank as a federal mutual
savings and loan association, and per share data is not applicable. The per share data for the year ended September 30, 2005 is being reported on
shares outstanding from December 6, 2004 through September 30, 2005, because we completed our reorganization on December 6, 2004.

As part of the reorganization and minority stock offering, we formed and capitalized the Home Federal Foundation with a one-time
contribution of $1.8 million, which consisted of 146,004 shares of its common stock and $365,010 in cash. The Home Federal Foundation was
formed for the purpose of supporting charitable organizations and activities that enhance the quality of life for residents within our market area.
In addition, during the second quarter ended March 31, 2005, we sold a former branch for a pre-tax gain of $386,000.

Excluding the contribution to the Home Federal Foundation and the sale of the branch, we had net income of $6.2 million, or $0.42 per
diluted share, for the year ended September 30, 2005, compared to $4.7 million for the year ended September 30, 2004. The following table
reconciles our actual net income to pro forma net income, exclusive of the contribution to the Home Federal Foundation and sale of the branch
and as adjusted for federal and state taxes:
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Year Ended September
30,
2005 2004
(Dollars in Thousands)

Pro forma disclosure
Net income, as reported $ 5,283 $ 4,684
Gain on sale of branch (386)
Contribution to Home Federal Foundation 1,825
Federal and state income tax effect (561)
Pro forma net income $ 6,161 $ 4,684
Earnings per share
Diluted as reported $ 036 nm(1)
Pro forma diluted $ 042 nm(1)

(1) Earnings per share information is not meaningful. We did not complete our minority stock offering until December 6, 2004.

Net Interest Income. Net interest income increased $3.8 million, or 21.2%, to $21.7 million for the year ended September 30, 2005, from
$17.9 million for the year ended September 30, 2004. Average total interest-earning assets increased $141.3 million to $606.7 million for the
year ended September 30, 2005 primarily as a result of the purchase of mortgage-backed securities with the net proceeds of the minority stock
offering and additional purchases throughout the past year to achieve a desired level of interest-earning assets. Cash that was received from
subscribers in the minority stock offering and invested in lower-yielding overnight funds also contributed to the increase in interest-earning
assets. The additional mortgage-backed securities and cash contributed to a 32 basis point decline in our average asset yields during the year
ended September 30, 2005. During that same period, our average cost of funds increased 8 basis points, resulting in a 40 basis point decrease in
the net interest spread.

Interest and Dividend Income. Total interest and dividend income for the year ended September 30, 2005 increased $6.4 million, or
23.3%, to $33.9 million, from $27.5 million for the year ended September 30, 2004. The increase was the result of the $141.3 million increase in
the average balance of interest-earning assets. The increase in average balance of interest-earning assets was partially offset by lower interest
rates on mortgage-backed securities purchased and the decision by the Federal Home Loan Bank to indefinitely suspend dividend payments on
Federal Home Loan Bank stock.
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The following table compares detailed average earning asset balances, associated yields, and resulting changes in interest and dividend

income for the year ended September 30, 2005 and 2004:

Loans receivable, net
Loans held for sale

Investment securities available for sale, including
interest-bearing deposits in other banks

Mortgage-backed securities
Federal Home Loan Bank stock

Total interest-earning assets

Year Ended September 30,
2005 2004 Increase/
(Decrease) in
Interest and
Dividend
Average Average Income from
Balance Yield Balance Yield 2004
(Dollars in Thousands)
$419,940 6.14% $ 382,947 6.21% $ 36,993
2,518 5.80 2,910 5.79 (392)
14,972 2.09 14,690 1.77 282
160,780 4.75 58,076 5.23 102,704
8,480 0.35 6,761 4.11 1,719
$ 606,690 5.59% $ 465,384 5.91% $ 141,306

Interest Expense. Interest expense increased $2.6 million, or 27.1%, to $12.2 million for the year ended September 30, 2005 from $9.6
million for the year ended September 30, 2004. The average balance of total interest-bearing liabilities was $501.1 million, an increase of $91.5
million, for the year ended September 30, 2005 compared to $409.6 million for the year ended September 30, 2004. The increase was primarily a
result of deposits received from stock subscription requests prior to the completion of the minority stock offering, growth in certificates of
deposits as general market interest rates increased and additional Federal Home Loan Bank advances to leverage the balance sheet and to
achieve the desired level of interest-earning assets. The average cost of funds for total interest-bearing liabilities was 2.44%, an increase of 8
basis points for the year ended September 30, 2005 compared to 2.36% for the year ended September 30, 2004.

The following table details average balances, cost of funds and the change in interest expense for the year ended September 30, 2005 and

2004:

Savings deposits

Interest-bearing demand deposits
Money market deposits

Certificates of deposit

Federal Home Loan Bank advances

Total interest-bearing liabilities

Year Ended September 30,
2005 2004 Increase/
(Decrease) in
Interest
Expense
Average Average from
Balance Cost Balance Cost 2004
(Dollars in Thousands)
$ 25,633 0.20% $ 24,431 0.25% $ 1,202
104,972 0.28 83,364 0.27 21,608
36,061 1.09 33,319 0.70 2,742
181,015 3.06 153,280 2.89 27,735
153,443 3.87 115,197 4.08 38,246
$501,124 2.44% $ 409,591 2.36% $ 91,533
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Provision for Loan Losses. The provision for loan losses decreased $444,000, or 49.3%, to $456,000 for the year ended September 30,
2005 from $900,000 for the year ended September 30, 2004. The following table details selected activity associated with the allowance for loan
losses for the years ended September 30, 2005 and 2004:

At or For the Year
Ended September 30,
2005 2004
(Dollars in Thousands)
Provision for loan losses $ 456 $ 900
Net charge-offs 211 116
Allowance for loan losses 2,882 2,637
Allowance for loan losses as a percentage of gross loans receivable and loans held for sale at the end of
the period 0.67% 0.67%
Allowance for loan losses as a percentage of nonperforming loans at end of period 602.97% 432.30%
Nonperforming loans $ 478 $ 610
Nonaccrual and 90 days or more past due loans as a percentage of loans receivable and loans held for
sale at the end of the period 0.11% 0.16%
Loans receivable, net $ 430,944 $ 392,634

We increased our provision for loan losses for the fiscal year ended September 30, 2004 due to the then unseasoned nature of our loan
portfolio that resulted from a record volume of refinanced mortgage loans. In management s judgment, the increase in the amount of refinanced
mortgage loans resulted in an increase in the level of unseasoned loans within the loan portfolio thereby increasing the inherent risk of loss to us.
In addition, during the prior fiscal year, management revised the estimated loss ratios of certain loan categories to more accurately reflect our
loss history. Industry or peer loss rates were used if we did not have a meaningful history of losses.

Noninterest Income. Noninterest income increased $1.1 million, or 12.2%, to $10.1 million for the year ended September 30, 2005 from
$9.0 million for the year ended September 30, 2004. Other noninterest income for the year ended September 30, 2005 included a $386,000 gain
on the sale of a branch and $456,000 in net life insurance proceeds as a result of the death of a former bank officer.

We perform a quarterly review of mortgage servicing rights for potential changes in value. For the year ended September 30, 2005, we
determined the value of the mortgage servicing right had declined $300,000. In addition, amortization of the servicing right exceeded the
servicing rights capitalized as loans sold with servicing rights retained have declined as compared to the prior year. The mortgage servicing right
was 1.10% of mortgage loans serviced for others at September 30, 2005 compared to 1.23% at September 30, 2004.
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The following table provides a detailed analysis of the changes in components of noninterest income:

Year Ended September
30, Increase (Decrease)
2005 2004 Amount Percent
(Dollars in Thousands)

Service fees and charges $ 8,274 $ 7,401 $ 873 11.8%
Gain on sale of loans 382 375 7 1.9
Increase in cash surrender value of bank owned life insurance 343 493 (150) (30.4)
Loan servicing fees 672 671 1 0.1
Mortgage servicing rights, net (480) 22 (502) (2,281.8)
Other 937 20 917 4,585.0
Total noninterest income $10,128 $8,982 $1,146 12.8%

Noninterest Expense. Noninterest expense increased $4.6 million, or 24.7%, to $23.2 million for the year ended September 30, 2005
from $18.6 million for the year ended September 30, 2004. Excluding the $1.8 million one-time contribution to the Home Federal Foundation,
noninterest expense increased $2.8 million, or 15.1%.

The following table provides a detailed analysis of the changes in components of noninterest expense:

Year Ended September
30, Increase (Decrease)
2005 2004 Amount Percent
(Dollars in Thousands)

Compensation and benefits $ 12,636 $10,553 $2,083 19.7%
Occupancy and equipment 2,765 2,778 (13) 0.5)
Data processing 1,616 1,549 67 4.3
Advertising 1,147 1,060 87 8.2
Contribution to Home Federal Foundation 1,825 1,825 100.0
Other 3,169 2,636 533 20.2
Total noninterest expense $ 23,158 $ 18,576 $4,582 24.7%

Compensation expense increased as a result of the establishment of the ESOP, annual merit pay increases, incentive compensation and an
increase in the number of employees. As of September 30, 2005, Home Federal Bancorp employed 237 full-time equivalent employees,
compared to 228 at September 30, 2004. Other noninterest expenses increased primarily as a result of a $206,000 accrued death benefit to the
family of a former bank officer pursuant to a nonqualified retirement plan and professional expenses related to being a publicly held company.
The efficiency ratio increased to 72.8% for the year ended September 30, 2005 compared to 69.2% for the year ended September 30, 2004.
Excluding the non-recurring contribution to the Home Federal Foundation and the gain on sale of the branch, the efficiency ratio was 67.9% for
the year ended September 30, 2005.

Income Tax Expense. Income tax expense increased $226,000 to $2.9 million for the year ended September 30, 2005 from $2.7 million
for the year ended September 30, 2004. Income before income taxes was $8.2 million for the year ended September 30, 2005 compared to $7.4
million for the year ended September 30, 2004. Our combined federal and state effective income tax rate for the year ended September 30, 2005
was 35.5% compared to 36.4% for the prior fiscal year. The decrease in the effective tax rate was primarily as a result of the receipt of life
insurance proceeds that are not subject to income taxes.
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Average Balances, Interest and Average Yields/Cost

The following table sets forth for the periods indicated, information regarding average balances of assets and liabilities as well as the total
dollar amounts of interest income from average interest-earning assets and interest expense on average interest-bearing liabilities, resultant
yields, interest rate spread, net interest margin, and the ratio of average interest-earning assets to average interest-bearing liabilities. Average
balances have been calculated using the average of daily balances during the period. Interest and dividends are reported on a tax-equivalent
basis. During the time periods presented, we did not own any tax-exempt investment securities.

77

97



Interest-earning
assets:

Loans receivable,
net (1)

Loans held for sale
Investment
securities including
interest-bearing
deposits in other
banks
Mortgage-backed
securities

Federal Home Loan
Bank stock

Total
interest-earning
assets

Noninterest earning
assets

Total assets

Interest-bearing
liabilities:
Savings deposits
Interest-bearing
demand deposits
Money market
accounts
Certificates of
deposit

Total deposits

Federal Home Loan
Bank advances

Total
interest-bearing
liabilities

Noninterest-bearing
liabilities

Total liabilities
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Nine Months Ended Year Ended
June 30, September 30,
2007 2006 2006 2005 2004
Interest Interest Interest Interest Interes
Average and  Yield/ Average and  Yield/ Average and Yield/ Average and Yield/ Average and
Balance Dividends Cost Balance Dividends Cost Balance Dividends Cost Balance Dividends Cost Balance Dividen
(Dollars in Thousands)

$508,732 $25,151 6.59% $461,185 $21,782 6.30% $471,291 $29,943 6.35% $419,940 $ 25,788 6.14% $382,947 $23,76¢
3,675 180 6.54 3,809 177  6.21 3,771 232 6.15 2,518 146 5.80 2,910 16&
5,713 223 5.20 3,617 114 4.20 3,197 140 4.38 14,972 313 2.09 14,690 26(
185,694 6,673 4.79 202,692 7,220 475 201,838 9,598 4.76 160,780 7,633 4.75 58,076 3,03¢
9,591 33 046 9,591 9,591 8,480 30 0.35 6,761 278
713,455 $32,260 6.03% 680,894 $29,293 5.73% 689,688 $39,913 5.79% 606,690 $ 33,910 5.59 465,384 $27,512

38,825 37,039 38,015 39,101 39,418

$ 752,280 $717,933 $ 727,703 $ 645,791 $ 504,802
$ 23457 $ 68 0.39% $ 25285 $ 383 020% $ 24,863 $ 51 021% $ 25,633 $ 51 020% $ 24,431 $ 6(
93,330 420  0.60 98,405 328 044 97,916 466 0.48 104,972 298 0.28 83,364 228
37,852 815 2.87 31,759 370 1.55 31,875 534 1.68 36,061 394 1.09 33,319 237
230,242 7,843 4.54 214,558 5451  3.39 218,496 7,863 3.60 181,015 5,545 3.06 153,280 4,435
384,881 9,146 3.17 370,007 6,187 2.23 373,150 8,914 2.39 347,681 6,288 1.81 294,394 4,955
207,517 6,942 4.46 184,209 5,696  4.12 190,684 8,003 4.20 153,443 5,943 3.87 115,197 4,695
592,398 $16,088 3.62% 554,216 $11,883 2.86% 563,834 $16,917 3.00% 501,124 $ 12,231 244% 409,591 $ 9,65(

49,314 59,221 58,559 51,786 50,476

641,712 613,437 622,393 552,910 460,067

104,496 105,310 92,881 44,735

Stockholders equity 110,568
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Total liabilities and

equity $ 752,280 $717,933 $727,703 $ 645,791 $ 504,802
Net interest income $16,172 $17,410 $ 22,996 $ 21,679

Interest rate spread 2.41% 2.87% 2.79% 3.15%

Net interest margin

) 3.02% 3.41% 3.33% 3.57%

Ratio of average
interest-earning
assets to average
interest-bearing

liabilities 120.44% 122.86% 122.32% 121.07%
1) Non-accrual loans are included in the average balance. Loan fees are included in interest income on loans and are insignificant.
2) Net interest margin, otherwise known as yield on interest-earning assets, is calculated as net interest income divided by average

interest-earning assets.
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The following table sets forth (on a consolidated basis) for the periods and at the dates indicated, the weighted average yields earned on
our assets, the weighted average interest rates paid on our liabilities, together with the net yield on interest-earning assets.

Nine Months Ended
At June 30, Year Ended September 30,
June 30,

2007 2007 2006 2006 2005 2004
Weighted average yield on:
Loans receivable, net 6.59% 6.59% 6.30% 6.35% 6.14% 6.21%
Loans held for sale 6.56 6.54 6.21 6.15 5.80 5.79
Investment securities, including interest-bearing deposits in
other banks 5.21 5.20 4.20 4.38 2.09 1.77
Mortgage-backed securities 4.99 4.79 4.75 4.76 4.75 5.23
Federal Home Loan Bank stock 0.58 0.46 0.35 4.11
Total interest-earning assets 6.09 6.03 5.73 5.79 5.59 5.91
Weighted average rate paid on:
Savings deposits 0.58 0.39 0.20 0.21 0.20 0.25
Interest-bearing demand deposits 0.61 0.60 0.44 0.48 0.28 0.27
Money market accounts 3.26 2.87 1.55 1.68 1.09 0.70
Certificates of deposit 4.77 4.54 3.39 3.60 3.06 2.89
Total deposits 3.36 3.17 2.23 2.39 1.81 1.68
Federal Home Loan Bank advances 4.50 4.46 4.12 4.20 3.87 4.08
Total interest-bearing liabilities 3.74 3.62 2.86 3.00 2.44 2.36
Interest rate spread (spread between weighted average rate on
all interest-earning assets and all interest-bearing liabilities) 2.35 241 2.87 2.79 3.15 3.55
Net interest margin (net interest income (expense) as a
percentage of average interest-earning assets) N/A 3.02 341 3.33 3.57 3.84
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Rate/Volume Analysis

The following table sets forth the effects of changing rates and volumes on our net interest income. Information is provided with respect
to: (1) effects on interest income attributable to changes in volume (changes in volume multiplied by prior rate); and (2) effects on interest
income attributable to changes in rate (changes in rate multiplied by prior volume). Changes attributable to both rate and volume, which cannot
be segregated, are allocated proportionately to the changes in rate and volume.

Nine Months Ended June 30, 2007 Year Ended September 30, 2006 Year Ended September 30, 2005
Compared to Nine Months Ended June Compared to Year Ended Compared to Year Ended September
30, 2006 September 30, 2005 30, 2004
Increase (Decrease) Due to Increase (Decrease) Due to Increase (Decrease) Due to
Rate Volume Total Rate Volume Total Rate Volume Total
(In Thousands)

Interest-earning
assets:
Loans receivable,
net $ 1,049 $ 2,320 $ 3,369 $ 916 $ 3,239 $4,155 $(243) $ 2,268 $2,020
Loans held for
sale 7 @) 3 10 76 86 (22) (22)
Investment
securities,
including
interest-bearing
deposits in other
banks 32 77 109 186 (359) (173) 48 5 53
Mortgage-backed
securities 25 (572) (547) 13 1,952 1,965 (254) 4,849 4,595
Federal Home
Loan Bank stock 33 33 (34) 4 (30) (344) 96 (248)
Total net change
in income on
interest-earning
assets $ 1,146 $ 1,821 $ 2,967 $1,091 $ 4912 $ 6,003 $(798) $ 7,196 $6,398
Interest-bearing
liabilities:
Savings deposits  $ 31 $ (1) $ 30 $ $ $ $ (12) $ 3 $ 9
Interest-bearing
demand deposits 100 (8) 92 189 (21) 168 9 61 70
Money market
accounts 363 82 445 190 (50) 140 142 20 162
Certificates of
deposit 1,969 423 2,392 1,061 1,257 2,318 272 838 1,110
Total deposits 2,463 496 2,959 1,440 1,186 2,626 411 922 1,333
Federal Home
Loan Bank
advances 490 756 1,246 528 1,532 2,060 (219) 1,467 1,248
Total net change
in expense on
interest-bearing
liabilities $2,953 $ 1,252 $ 4,205 $1,968 $ 2,718 $ 4,686 $ 192 $ 2,389 $2,581
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Total change in
net interest
income $(1,238) $1,317 $3,817
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Asset and Liability Management and Market Risk

General. Our Board of Directors has established an asset and liability management policy to guide management in maximizing net
interest rate spread by managing the differences in terms between interest-earning assets and interest-bearing liabilities while maintaining
acceptable levels of liquidity, capital adequacy, interest rate sensitivity, changes in net interest income, credit risk and profitability. The policy
includes the use of an Asset Liability Management Committee whose members include certain members of senior management. The Committee s
purpose is to communicate, coordinate and manage our asset/liability positions consistent with our business plan and Board-approved policies,
as well as to price savings and lending products, and to develop new products. The Asset Liability Management Committee meets twice a month
to review various areas including:

economic conditions;

interest rate outlook;

asset/liability mix;

interest rate risk sensitivity;

change in net interest income;

current market opportunities to promote specific products;

historical financial results;

projected financial results; and

capital position.

The Committee also reviews current and projected liquidity needs twice a month. As part of its procedures, the Asset Liability

Management Committee regularly reviews interest rate risk by forecasting the impact of alternative interest rate environments on net interest
income and market value of portfolio equity, which is defined as the net present value of an institution s existing assets, liabilities and off-balance

sheet instruments, and evaluating such impacts against the maximum potential change in market value of portfolio equity that is authorized by
the Board of Directors.

Our Risk When Interest Rates Change. The rates of interest we earn on assets and pay on liabilities generally are established
contractually for a period of time. Market interest rates change over time. Our loans generally have longer maturities than our deposits.
Accordingly, our results of operations, like those of other financial institutions, are impacted by changes in interest rates and the interest rate
sensitivity of our assets and liabilities. The risk associated with changes in interest rates and our ability to adapt to these changes is known as
interest rate risk and is our most significant market risk.

In recent years, we primarily have utilized the following strategies in our efforts to manage interest rate risk:

we have increased our originations of shorter term loans and particularly, construction and land development loans and home equity
loans;

we have structured our borrowings with maturities that match fund our loan and investment portfolios;
we have attempted, where possible, to extend the maturities of our deposits which typically fund our long-term assets; and

we have invested in securities with relatively short anticipated lives, generally three to five years.
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How We Measure the Risk of Interest Rate Changes. We measure our interest rate sensitivity on a quarterly basis utilizing an internal
model. Management uses various assumptions to evaluate the sensitivity of our operations to changes in interest rates. Although management
believes these assumptions are reasonable, the interest rate sensitivity of our assets and liabilities on net interest income and the market value of
portfolio equity could vary substantially if different assumptions were used or actual experience differs from such assumptions. The assumptions
we use are based upon proprietary and market data and reflect historical results and current market conditions. These assumptions relate to
interest rates, prepayments, deposit decay rates and the market value of certain assets under the various interest rate scenarios. An independent
service was used to provide market rates of interest and certain interest rate assumptions to determine prepayments and maturities of loans,
investments and borrowings. Time deposits are modeled to reprice to market rates upon their stated maturities. We assumed that non-maturity
deposits can be maintained with rate adjustments not directly proportionate to the change in market interest rates. Our historical deposit decay
rates were used, which are substantially lower than market decay rates. In the past, we have demonstrated that the tiering structure of our deposit
accounts during changing rate environments results in relatively low volatility and less than market rate changes in our interest expense for
deposits. Our deposit accounts are tiered by balance and rate, whereby higher balances within an account earn higher rates of interest. Therefore,
deposits that are not very rate sensitive (generally, lower balance tiers) are separated from deposits that are rate sensitive (generally, higher
balance tiers).

When interest rates rise, we do not have to raise interest rates proportionately on less rate sensitive accounts to retain these deposits. These
assumptions are based upon an analysis of our customer base, competitive factors and historical experience. The following table shows the
change in our net portfolio value at June 30, 2007 that would occur upon an immediate change in interest rates based on our assumptions, but
without giving effect to any steps that we might take to counteract that change. The net portfolio value is calculated based upon the present value
of the discounted cash flows from assets and liabilities. The difference between the present value of assets and liabilities is the net portfolio
value and represents the market value of equity for the given interest rate scenario. Net portfolio value is useful for determining, on a market
value basis, how much equity changes in response to various interest rate scenarios. Large changes in net portfolio value reflect increased
interest rate sensitivity and generally more volatile earnings streams.

Net Portfolio as % of

Net Portfolio Value ( NPV ) Portfolio Value of Assets
Basis Point Asset Market
Change in Rates Amount $ Change (1) % Change NPV Ratio (2) % Change (3) Value
(Dollars in Thousands)
300 $ 84,350 $(28,686) (25.38)% 13.01% 3.16)% $648,200
200 96,423 (16,613) (14.70) 14.50 (1.68) 665,157
100 102,433 (10,603) (9.38) 15.01 (1.17) 682,362
Base 113,036 16.18 Base 698,765
-100 115,069 2,033 1.80 16.13 (0.04) 713,280
-200 113,965 929 0.82 15.75 0.42) 723,421
-300 108,875 4,161) (3.68) 14.92 (1.25) 729,637
Pre-Shock NPV
Ratio 16.18
Post-Shock NPV
Ratio 14.50
Static Sensitivity
Measure - decline in
NPV Ratio 1.68

(1)  Represents the increase (decrease) of the estimated net portfolio value at the indicated change in interest rates compared to the base net
portfolio value.

(2)  Calculated as the estimated net portfolio value divided by the portfolio value of total assets.

3) Calculated as the increase (decrease) of the net portfolio value ratio assuming the indicated change in interest rates over the base net
portfolio value ratio.
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The following table illustrates the change in net interest income at June 30, 2007 that would occur in the event of an immediate change in
interest rates, but without giving effect to any steps that might be taken to counter the effect of that change in interest rates.

Net Interest Income

Basis Point

Change in Rates Amount $ Change (1) % Change
(Dollars in Thousands)
300 $17,041 $(1,862) (9.85)%
200 17,726 (1,177) (6.23)
100 18,365 (538) (2.85)
Base 18,903 Base
-100 19,602 699 3.70
-200 19,607 704 3.72
-300 18,755 (148) (0.78)

(D) Represents the increase (decrease) of the estimated net interest income at the indicated change in interest rates compared to net interest
income assuming no change in interest rates.
We use certain assumptions in assessing our interest rate risk. These assumptions relate to interest rates, loan prepayment rates, deposit
decay rates and the market values of certain assets under differing interest rate scenarios, among others.

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

Liquidity and Commitments

We are required to have enough cash flow in order to maintain sufficient liquidity to ensure a safe and sound operation. Historically, we
have maintained cash flow above the minimum level believed to be adequate to meet the requirements of normal operations, including potential
deposit outflows. On a quarterly basis, we review and update cash flow projections to ensure that adequate liquidity is maintained.

Our primary sources of funds are from customer deposits, loan repayments, loan sales, maturing investment securities and advances from
the Federal Home Loan Bank of Seattle. These funds, together with retained earnings and equity, are used to make loans, acquire investment
securities and other assets, and fund continuing operations. While maturities and the scheduled amortization of loans are a predictable source of
funds, deposit flows and mortgage prepayments are greatly influenced by the level of interest rates, economic conditions and competition. We
believe that our current liquidity position is sufficient to fund all of our existing commitments.

Liquidity management is both a daily and long-term function of business management. Excess liquidity is generally invested in short-term
investments such as overnight deposits or mortgage-backed securities. On a longer-term basis, we maintain a strategy of investing in various
lending products as described in greater detail under Business of Home Federal Bank Lending Activities. At June 30, 2007, the total approved
loan origination commitments outstanding amounted to $18.1 million. At the same date, unused lines of credit were $35.6 million.
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We use our sources of funds primarily to meet ongoing commitments, to pay maturing certificates of deposit and savings withdrawals, to fund
loan commitments and to maintain our portfolio of mortgage-backed securities and investment securities.

Certificates of deposit scheduled to mature in one year or less at June 30, 2007 totaled $187.7 million. Management s policy is to generally
maintain deposit rates at levels that are competitive with other local financial institutions. Based on historical experience, we believe that a
significant portion of maturing deposits will remain with Home Federal. In addition, we had the ability at June 30, 2007 to borrow an additional
$93.9 million from the Federal Home Loan Bank of Seattle as a funding source to meet commitments and for liquidity purposes.

We measure our liquidity based on our ability to fund our assets and to meet liability obligations when they come due. Liquidity (and
funding) risk occurs when funds cannot be raised at reasonable prices, or in a reasonable time frame, to meet our normal or unanticipated
obligations. We regularly monitor the mix between our assets and our liabilities to manage effectively our liquidity and funding requirements.

Our primary source of funds is our deposits. When deposits are not available to provide the funds for our assets, we use alternative
funding sources. These sources include, but are not limited to: cash management from the Federal Home Loan Bank of Seattle, wholesale
funding, brokered deposits, federal funds purchased and dealer repurchase agreements, as well as other short-term alternatives. Alternatively, we
may also liquidate assets to meet our funding needs.

On a quarterly basis, we estimate our liquidity sources and needs for the coming three-month, six-month, and one-year time periods. Also,
we determine funding concentrations and our need for sources of funds other than deposits. This information is used by our Asset Liability
Management Committee in forecasting funding needs and investing opportunities.

Contractual Obligations

Through the normal course of operations, we have entered into certain contractual obligations. Our obligations generally relate to funding
of operations through deposits and borrowings as well as leases for premises. Lease terms generally cover a five-year period, with options to
extend, and are non-cancelable.

At June 30, 2007, scheduled maturities of contractual obligations were as follows:

After 1 Year After 3 Years

Within Through Through Beyond Total
1 Year 3 Years 5 Years 5 Years Balance
(In Thousands)
Certificates of deposit $ 187,672 $ 29,762 $ 9,467 $ 194 $ 227,095
Federal Home Loan Bank advances 43,682 92,032 29,850 23,700 189,264
Operating leases 464 926 257 587 2,234
Total contractual obligations $ 231,818 $ 122,720 $ 39,574 $ 24,481 $418,593

Off-Balance Sheet Arrangements

We are party to financial instruments with off-balance sheet risk in the normal course of business in order to meet the financing needs of
our customers. These financial instruments generally include commitments to originate mortgage, commercial and consumer loans, and involve
to varying degrees, elements of credit and interest rate risk in excess of the amount recognized in the balance sheet. Our maximum exposure to
credit loss in the event of nonperformance by the borrower is represented by the contractual amount of those instruments. Because some
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commitments may expire without being drawn upon, the total commitment amounts do not necessarily represent future cash requirements. We
use the same credit policies in making commitments as we do for on-balance sheet instruments. Collateral is not required to support
commitments.

Undisbursed balances of loans closed include funds not disbursed but committed for construction projects. Unused lines of credit include
funds not disbursed, but committed to, home equity, commercial and consumer lines of credit.

Commercial letters of credit are conditional commitments issued by us to guarantee the performance of a customer to a third party. Those
guarantees are primarily used to support public and private borrowing arrangements. The credit risk involved in issuing letters of credit is
essentially the same as that involved in extending loan facilities to customers. Collateral is required in instances where we deem it necessary.

The following is a summary of commitments and contingent liabilities with off-balance sheet risks as of June 30, 2007:

Contract or
Notional
Amount

(In thousands)
Commitments to originate loans:

Fixed rate $ 10,933
Adjustable rate 7,175
Undisbursed balance of loans closed 10,348
Unused lines of credit 35,582
Total $ 64,038

Capital

Consistent with our goal to operate a sound and profitable financial organization, we actively seek to maintain a well capitalized
institution in accordance with regulatory standards. Home Federal Bank s total equity capital was $89.3 million at June 30, 2007, or 12.6%, of
total assets on that date. As of June 30, 2007, we exceeded all regulatory capital requirements. Our regulatory capital ratios at June 30, 2007
were as follows: Tier 1 capital 13.0%; Tier 1 (core) risk-based capital 19.9%; and total risk-based capital 20.6%. The regulatory capital
requirements to be considered well capitalized are 5%, 6% and 10%, respectively. See How We Are Regulated Regulation and Supervision of
Home Federal Bank Capital Requirements and Pro Forma Data.

Impact of Inflation

The Consolidated Financial Statements and related financial data presented herein have been prepared in accordance with accounting
principles generally accepted in the United States of America. These principles generally require the measurement of financial position and
operating results in terms of historical dollars, without considering changes in the relative purchasing power of money over time due to inflation.

Unlike most industrial companies, virtually all the assets and liabilities of a financial institution are monetary in nature. The primary
impact of inflation is reflected in the increased cost of our operations. As a result, interest rates generally have a more significant impact on a
financial institution s performance than do general levels of inflation. Interest rates do not necessarily move in the same direction or to the same
extent as the prices of goods and services. In a period of rapidly rising interest rates, the liquidity and maturity structures of our assets and
liabilities are critical to the maintenance of acceptable performance levels.
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The principal effect of inflation on earnings, as distinct from levels of interest rates, is in the area of noninterest expense. Expense items
such as employee compensation, employee benefits and occupancy and equipment costs may be subject to increases as a result of inflation. An
additional effect of inflation is the possible increase in dollar value of the collateral securing loans that we have made. Our management is
unable to determine the extent, if any, to which properties securing loans have appreciated in dollar value due to inflation.

Recent Accounting Pronouncements

In July 2006, the Financial Accounting Standards Board issued Financial Accounting Standards Board Interpretation No. 48, Accounting
for Uncertainty in Income Taxes: an interpretation of Statement of Financial Accounting Standard ( SFAS ) Statement No. 109. This
interpretation clarifies Statement of Financial Accounting Standards No. 109, Accounting for Income Taxes, to indicate a criterion that an
individual tax position would have to meet for some or all of the benefit of that position to be recognized in an entity s financial statements. The
interpretation is effective for fiscal years beginning after December 15, 2006 and is not expected to have a significant impact on our consolidated
financial condition or results of operations.

On February 15, 2007, the Financial Accounting Standards Board issued SFAS No. 159, The Fair Value Option for Financial Assets and
Financial Liabilities. The statement permits entities to choose to measure selected financial assets and liabilities at fair value, with changes in
fair value recorded in earnings. The objective is to improve financial reporting by providing entities with the opportunity to mitigate volatility in
earnings caused by measuring related assets and liabilities differently without having to apply complex hedge accounting provisions. The
statement is effective as of the beginning of an entity s first fiscal year beginning after November 15, 2007. An entity may elect to early adopt as
of the beginning of a fiscal year that begins on or before November 15, 2007. We are in the process of evaluating the impact of the statement on
our consolidated financial position and results of operations.

In September 2006, the Financial Accounting Standards Board issued SFAS No. 157, Fair Value Measurements. The statement provides
enhanced guidance for measuring assets and liabilities using fair value and applies whenever other standards require or permit assets or liabilities
to be measured at fair value. SFAS No. 157 also requires expanded disclosure of items that are measured at fair value, the information used to
measure fair value, and the effect of fair value measurements on earnings. The Statement is effective for financial statements issued for fiscal
years beginning after November 15, 2007 and is not expected to have a significant impact on our consolidated financial condition or results of
operations.

In March 2006, the Financial Accounting Standards Board issued SFAS No. 156, Accounting for Servicing of Financial Assets, an
amendment of SFAS Statement No. 140, which permits, but does not require, an entity to account for one or more classes of servicing rights
(i.e., mortgage servicing rights) at fair value, with the changes in fair value recorded in the consolidated statement of income. We elected early
adoption of the statement as of September 30, 2006 to measure mortgage servicing rights using the fair value method. The adoption of this
statement did not have a material impact on our financial condition and results of operations.
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BUSINESS OF HOME FEDERAL BANCORP, INC. AND HOME FEDERAL BANK
General

Home Federal Bancorp, Inc. was organized as a federally chartered stock corporation at the direction of Home Federal Savings and Loan
Association of Nampa in connection with its mutual holding company reorganization. On December 6, 2004, Home Federal Savings and Loan
Association of Nampa completed the reorganization and minority stock offering. In connection with the reorganization, Home Federal Savings
and Loan Association of Nampa converted to a federally chartered stock savings bank and changed its name to Home Federal Bank. Home
Federal Bancorp sold 40.06% of its outstanding shares of common stock to the public and issued 59.04% of its outstanding shares of common
stock to Home Federal MHC, the mutual holding company parent of Home Federal Bancorp. In connection with the reorganization, Home
Federal Bancorp received $53.6 million in net proceeds after deducting expenses, and issued an additional 146,004 shares and $365,010 in cash
to the Home Federal Foundation, Inc., a charitable foundation established as part of the reorganization.

Regulations of the Office of Thrift Supervision provide that so long as Home Federal MHC exists, it will own at least a majority of Home
Federal Bancorp s common stock. Home Federal Bancorp s business activity is the ownership of the outstanding capital stock of Home Federal
Bank and management of the investment of offering proceeds retained from the reorganization. Home Federal Bancorp neither owns nor leases
any property but instead uses the premises, equipment and other property of Home Federal Bank with the payment of appropriate management
fees, as required by applicable law and regulations. In the future, Home Federal Bancorp may acquire or organize other operating subsidiaries;
however, there are no current plans to do so. Home Federal Bancorp has no significant assets, other than mortgage-backed securities and all of
the outstanding shares of Home Federal Bank, and no significant liabilities.

Home Federal Bank was founded in 1920 as a building and loan association and reorganized as a federal mutual savings and loan
association in 1936. Home Federal s deposits are insured by the Federal Deposit Insurance Corporation up to applicable legal limits under the
Deposit Insurance Fund. Home Federal Bank has been a member of the Federal Home Loan Bank system since 1937. Home Federal Bank is
regulated by the Office of Thrift Supervision and the Federal Deposit Insurance Corporation.

We are a community-oriented financial institution dedicated to serving the financial service needs of consumers and businesses within our
market area. We engage primarily in the business of attracting deposits from the general public and using these funds to originate loans. We
emphasize the origination of loans secured by first mortgages on owner-occupied, residential real estate, residential development and
construction, and commercial real estate. To a lesser extent, we originate other types of real estate loans, commercial business loans and
consumer loans. See  Lending Activities.
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Operating Lines
The following reflects our management structure and responsibilities of each of our operating lines before and after the conversion:
Market Area

We serve the Boise, Idaho and surrounding metropolitan area known as the Treasure Valley region of southwestern Idaho, which includes
Ada, Canyon, Elmore and Gem counties, through our 15 full-service banking offices, two loan centers, 16 automated teller machines and
Internet banking services. Included in our 15 full-service banking offices are six Wal-Mart in-store branch locations, one of which was opened in
October 2006. For more information, see ~ Properties. below.

Home Federal Bank maintains its largest branch presence in Ada County with eight locations, followed by Canyon County with five
offices, including Home Federal Bank s corporate headquarters in Nampa. As of June 30, 2006, we had a 5.45% market share of the Federal
Deposit Insurance Corporation-insured deposits in these two counties, ranking us fifth among all insured depository institutions in these
counties. The two remaining branches are located in Elmore and Gem counties.

The local economy is primarily urban with the City of Boise, the state capital of Idaho, being the most populous of the markets that we
serve, followed by Nampa, the state s second largest city. Nearly 40% of the state s population lives and works in the four counties of Ada,
Canyon, Elmore and Gem that are served by Home Federal Bank. Of the four counties, Ada County has the largest population with
approximately 370,738 residents, a median household income of $62,235 and per capita income of $30,892, followed by Canyon County, which
has a population of approximately 179,835 residents, a median household income of $46,117 and per capita income of
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$19,849. Population growth in Ada and Canyon counties in recent years has been stronger with increases of 3.0% and 4.6%, respectively,
compared to state and national growth rates of 2.3% and 1.2%, respectively. Household incomes in Ada and Canyon counties have experienced
increases of 4.4% and 3.7%, respectively, in recent years that are equal to, or better than, the increases of 3.7% and 3.4%, respectively, at the
state and national levels.

The counties of Elmore and Gem, are more rural and less populated than Ada and Canyon counties. ElImore county has a population of
approximately 30,270 residents, a median household income of $43,808 and per capita income of $18,823. Gem County has a population of
approximately 17,190 residents, a median household income of $42,707 and per capita income of $19,069. The population growth in Elmore
County in recent years remained below the population growth rate for Idaho as well as the national growth rate. Gem County, however, has
experienced a modest increase in population during this same period, although remaining below the growth rates at the state and national levels.

The regional economy is well diversified with government, healthcare, manufacturing, high technology, call centers and construction
providing sources of employment. In addition, agriculture and related industries continue to be key components of the economy in southwestern
Idaho. Generally, sources of employment are concentrated in Ada and Canyon counties and include the headquarters of Micron Technology,
Washington Group International, J.R. Simplot Company and Boise Cascade, LLC. Other major employers include Hewlett-Packard, two
regional medical centers and Idaho state government agencies. The City of Boise is also home to Boise State University, the state s largest and
fastest growing university. The unemployment rate for the month of May 2007 in the State of Idaho was 2.3%, compared to the U.S.
unemployment rate of 4.5%, and the unemployment rates for Ada, Canyon, Elmore and Gem counties were 1.9%, 2.6%, 3.1% and 2.6%,
respectively. The unemployment rates in Elmore and Gem counties generally reflect areas that have a small employment base and experience
only modest rates of job growth. In addition, Elmore County employment is generally influenced by the presence of Mountain Home Air Force
Base and the services needed to support this facility.

Lending Activities

General. Historically, our principal lending activity has consisted of the origination of loans secured by first mortgages on
owner-occupied, one- to four-family residences and loans for the construction of one- to four-family residences. We also originate consumer
loans, with an emphasis on home equity loans and lines of credit. Since 1997, we have been aggressively offering commercial real estate loans
and to a lesser extent, multi-family loans, primarily in the Treasure Valley. A substantial portion of our loan portfolio is secured by real estate,
either as primary or secondary collateral, located in our primary market area. As of June 30, 2007, the net loan portfolio totaled $491.8 million
and represented 67.5% of our total assets. As of June 30, 2007, our total loan portfolio was comprised of 56.7% single-family home loans, 8.1%
home equity loans and lines of credit, 32.0% commercial real estate loans, 1.6% multi-family real estate loans, 0.8% commercial business loans,
0.5% secured consumer loans and 0.3% unsecured consumer loans.

At June 30, 2007, the maximum amount that we could have loaned to any one borrower and the borrower s related entities under
applicable regulations was $14.3 million. Our internal policy limits loans to one borrower and the borrower s related entities to 80% of the
regulatory limit, or $11.4 million. At June 30, 2007, we had no borrowing relationship with outstanding balances in excess of this amount.

Our largest single borrower relationship at June 30, 2007 was six commercial real estate loans totaling $5.4 million in the aggregate made
to a family partnership and secured by buildings housing a restaurant, office and retail space, a childcare facility and RV storage. The second
largest lending relationship was five commercial real estate loans and one single-family residential loan totaling $5.2 million. One of the loans
was made to a limited liability corporation secured by a retail center with multiple tenants. Four of loans were made to the family partnership for
office buildings. The residential loan was made to an individual. Our third single borrower relationship was a commercial real estate loan for
$4.2 million made to a limited liability corporation secured by a health club. The fourth largest lending relationship was four commercial real
estate loans for $4.0 million made to a limited liability corporation. One of the loans is for a gas station and convenience store and three loans
are for retail centers with
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multiple tenants. The fifth largest lending relationship was three commercial real estate loans secured by office buildings and a home equity line
of credit totaling $3.9 million made to a limited liability company. All of these loans, including those made to corporations, have personal
guarantees in place as an additional source of repayment. All of the properties securing these loans are in our primary market area. These loans
were performing according to their repayment terms at June 30, 2007.
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Loan Portfolio Analysis. The following table sets forth the composition of our loan portfolio by type of loan at the dates indicated.

At September 30,
At June 30,
2007 2006 2005 2004 2003 2002
Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent
(Dollars in Thousands)

Real estate:
One- to
four-family

residential (1) $259,600  52.38% $ 293,640 57.88% $252,126 58.00% $242,818 61.27% $ 247,309 65.81% $194,088 60.27%
Multi-family
residential 6,910 1.39 7,049 1.39 5,454 1.25 6,265 1.58 7,750 2.06 7,512 2.34
Commercial 134,734 27.18 125,401 24.72 116,432 26.78 93,575 23.61 79,020  21.02 79,197 24.59
Total real
estate 401,244 80.95 426,090 83.99 374,012 86.03 342,658 86.46 334,079 88.89 280,797 87.20
Real estate
construction:
One- to
four-family
residential 21,296 4.30 23,678 4.67 14,421 3.32 7,207 1.82 5,225 1.39 6,505 2.02
Multi-family
residential 997 0.20 1,427 0.33 834 0.21 352 0.09 1,486 0.46
Commercial
and land
development 23,895 4.82 16,344 3.22 7,470 1.72 11,151 2.81 9,128 2.43 6,579 2.04
Total real
estate
construction 46,188 9.32 40,022 7.89 23,318 5.37 19,192 4.84 14,705 391 14,570 4.52
Consumer:
Home equity 40,328 8.14 34,143 6.73 28,558 6.57 27,351 6.90 20,640 5.49 18,069 5.61
Automobile 2,433 0.49 3,245 0.64 4,576 1.05 3,838 0.97 1,939 0.52 2,297 0.71
Other
consumer 1,393 0.28 1,300 0.26 1,530 0.35 1,949 0.49 2,827 0.75 3,666 1.14
Total
consumer 44,154 8.91 38,688 7.63 34,664 7.97 33,138 8.36 25,406 6.76 24,032 7.46
Commercial
business 4,064 0.82 2,480 0.49 2,759 0.63 1,363 0.34 1,662 0.44 2,641 0.82
Total loans 495,650 100.00% 507,280 100.00% 434,753 100.00% 396,351 100.00% 375,852 100.00% 322,040 100.00%
Less:
Deferred loan
fees 1,134 1,241 927 1,080 1,370 2,358
Allowance
for loan

2,974 2,882 2,637 1,853 1,385

losses 2,748
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Loans

receivable,

net $491,768 $ 503,065 $ 430,944 $ 392,634 $ 372,629 $318,297
(1) Does not include loans held for sale of $4.4 million, $4.1 million, $5.5 million, $3.6 million, $5.1 million and $12.7 million at June 30,

2007, September 30, 2006, 2005, 2004, 2003 and 2002, respectively.
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The following table shows the composition of our loan portfolio, excluding loans held for sale, by fixed and adjustable rate loans at the

dates indicated.

FIXED RATE LOANS
Real estate:

One- to four-family
residential
Multi-family residential
Commercial

Total real estate

Real estate construction:

One- to four-family
residential

Multi-family residential
Commercial and land
development

Total real estate
construction

Consumer:
Home equity
Automobile
Other consumer

Total consumer

Commercial business

Total fixed rate loans

At September 30,
At June 30,
2007 2006 2005 2004 2003
Amount  Percent Amount  Percent Amount  Percent Amount  Percent Amount  Percent Amot
(Dollars in Thousands)

$ 164,400 33.17% $ 188,102 37.08% $ 199,352 45.86% $ 193,241 48.76% $ 198,882 52.91% $ 133,
2,009 0.40 2,055 0.41 2,119 0.48 2,136 0.54 2,137 0.57 2,
22,214 4.48 19,236 3.79 16,303 3.74 12,428 3.13 8,461 2.25 8,
188,623 38.05 209,393 41.28 217,774 50.08 207,805 52.43 209,480 55.73 143,
799 0.16 16,797 3.31 3,391 0.78 2,778 0.70 4,909 1.31 2,

7,361 1.49 5,967 1.18 1,838 0.42 312 0.08 2,478 0.66
8,160 1.65 22,764 4.49 5,229 1.20 3,090 0.78 7,387 1.97 2,

13,173 2.66 9,723 1.92 4,903 1.13 4,393 1.11 2,906 0.77
2,433 0.49 3,245 0.64 4,576 1.05 3,838 0.97 1,939 0.52 2,
1,393 0.28 1,300 0.26 1,530 0.35 1,949 0.49 2,827 0.75 3,
16,999 3.43 14,268 2.82 11,009 2.53 10,180 2.57 7,672 2.04 6,
1,427 0.29 622 0.12 1,091 0.25 642 0.16 775 0.21 1,
215,209 4342 247,047 48.71 235,103 54.06 221,717 55.94 225,314 59.95 153,

(table continues on following page)
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ADJUSTABLE RATE LOANS
Real estate:

One- to four-family residential
Multi-family residential
Commercial

Total real estate

Real estate construction:

One- to four-family residential
Multi-family residential
Commercial and land
development

Total real estate construction

Consumer:
Home equity
Automobile
Other consumer

Total consumer
Commercial business

Total adjustable rate loans

Total loans

Less:
Deferred loan fees
Allowance for loan losses

Loans receivable, net
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At September 30,
June 30, 2007 2006 2005 2004 2003
Amount  Percent Amount  Percent Amount  Percent Amount  Percent Amount  Percent
(Dollars in Thousands)
$ 95,200 19.21% 105,538 20.80 52,774 12.14 49,577 12.51 48,427 12.89
4,901 0.99 4,994 0.98 3,335 0.77 4,129 1.04 5,613 1.49
112,520 22.70 106,165 20.93 100,129 23.04 81,147 20.48 70,559 18.77
212,621 42.90 216,697 42.71 156,238 35.95 134,853 34.03 124,599 33.15
20,497 4.14 6,881 1.36 11,030 2.54 4,429 1.12 316 0.08
997 0.20 1,427 0.33 834 0.21 352 0.09
16,534 3.33 10,377 2.04 5,632 1.30 10,839 2.73 6,650 1.77
38,028 7.67 17,258 3.40 18,089 4.17 16,102 4.06 7,318 1.94
27,155 5.48 24,420 4.81 23,655 5.44 22,958 5.79 17,734 4.72
27,155 5.48 24,420 4.81 23,655 5.44 22,958 5.79 17,734 4.72
2,637 0.53 1,858 0.37 1,668 0.38 721 0.18 887 0.24
280,441 56.58 260,233 51.29 199,650 45.94 174,634 44.06 150,538 40.05
495,650 100.00% 507,280 100.00% 434,753 100.00% 396,351 100.00% 375,852 100.00%
1,134 1,241 927 1,080 1,370
2,748 2,974 2,882 2,637 1,853
$491,768 $ 503,065 $430,944 $ 392,634 $ 372,629
93



Edgar Filing: Home Federal Bancorp, Inc. - Form S-4/A

One- to Four-Family Residential Real Estate Lending. As of June 30, 2007, $259.6 million, or 52.4%, of our total loan portfolio consisted
of permanent loans secured by one- to four-family residences. We originate both fixed rate loans and adjustable rate loans in our residential
lending program. Generally, 30 year fixed rate loans are originated to meet the requirements of Fannie Mae and Freddie Mac for sale in the
secondary market. We do from time to time, however, retain a portion of the fixed rate loans that we originate, particularly loans with maturities
of 20 years or less, in our loan portfolio to meet asset and liability management objectives. At June 30, 2007, $164.4 million, or 63.3% , of our
permanent one- to four-family loan portfolio consisted of fixed rate loans.

We also offer adjustable rate mortgage loans at rates and terms competitive with market conditions. Presently, most of the adjustable rate
mortgage loans are originated for the purpose of selling them in the secondary market. We offer several adjustable rate mortgage products that
adjust annually after an initial period ranging from one to ten years. Contractual annual adjustments are generally limited to increases or
decreases of no more than two percent, subject to a maximum increase of no more than six percent from the rate offered at the time of
origination. The adjustable rate mortgage loans held in our portfolio do not permit negative amortization of principal and generally carry no
prepayment restrictions. Borrower demand for adjustable rate mortgage loans versus fixed rate mortgage loans is a function of the level of
interest rates, the expectations of changes in the level of interest rates and the difference between the initial interest rates and fees charged for
each type of loan. The relative amount of fixed rate mortgage loans and adjustable rate mortgage loans that can be originated at any time is
largely determined by the demand for each in a competitive environment. At June 30, 2007, we had $95.2 million, or 36.7% , of our permanent
one- to four-family mortgage loans in adjustable rate loans.

Adjustable rate mortgage loans in our loan portfolio helps us reduce our exposure to changes in interest rates. There are, however, credit risks
resulting from the potential of increased interest to be paid by the borrower as a result of increases in interest rates. It is possible that, during
periods of rising interest rates, the risk of default on adjustable rate mortgage loans may increase as a result of repricing and the increased costs
to the borrower. Furthermore, because adjustable rate mortgage loans may be offered at initial rates of interest below the rates that would apply
were the adjustment index used for pricing initially, these loans may be subject to increased risks of default or delinquency. Another
consideration is that although adjustable rate mortgage loans allow us to decrease the sensitivity of our asset base as a result of changes in the
interest rates, the extent of this interest sensitivity is limited by the periodic and lifetime interest rate adjustment limits. Because of these
considerations, there is no assurance that yields on adjustable rate mortgage loans will be sufficient to offset increases in our cost of funds,
particularly in today s interest rate environment.

We generally underwrite our one- to four-family loans based on the applicant s employment and credit history and the appraised value of the
subject property. Generally, we lend up to 80% of the lesser of the appraised value or purchase price for one- to four-family residential loans. In
situations where we grant a loan with a loan-to-value ratio in excess of 80%, we generally require private mortgage insurance in order to reduce
our exposure to 80% or less. We also offer combination first and second mortgage loans which do not require private mortgage insurance,
however, these loans are generally sold to the secondary market. Properties securing our one- to four-family loans are generally appraised by
independent fee appraisers that have been approved by us. We require our borrowers to obtain title and hazard insurance, and flood insurance, if
necessary, in an amount not less than the value of the property improvements.

Our fixed rate, single family residential mortgage loans are normally originated with 15 to 30 year terms, although these loans typically
remain outstanding for substantially shorter periods. In addition, substantially all residential mortgage loans in our loan portfolio contain
due-on-sale clauses, which allow us to declare the unpaid amount of the loan due and payable upon the sale of the property securing the loan.
Typically, we enforce these due-on-sale clauses to the extent permitted by law and as a standard course of business. The average loan maturity is
a function of, among other factors, the level of purchase and sale activity in the real estate market, prevailing interest rates and the interest rates
payable on outstanding loans.

At June 30, 2007, $36.4 million, or 14.0%, of our one- to four-family residential mortgages consisted of loans for non-owner occupied
properties. Loans secured by one to two units are generally made with loan-to-value
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ratios of up to 90% and loans secured by three units or more are generally made with loan-to-value ratios of up to 75%.

In an effort to provide financing for moderate income and first-time buyers, we participate in the Idaho Housing and Finance Association s
Single Family Mortgage Program. The Idaho Housing and Finance Association is a non-profit organization that provides housing resources to
low-to-moderate-income families through various below market housing programs. The program is designed to meet the needs of qualified
borrowers in the low-to moderate-income brackets. The program has established income limits based on family size and sales price limits for
both existing and new construction. We offer residential mortgage loans through this program to qualified individuals and originate the loans
using modified underwriting guidelines. All of these loans have private mortgage insurance on the portion of the principal amount that exceeds
80% of the appraised value of the property. We sold loans of $9.6 million and $9.5 million to the Idaho Housing and Finance Association in the
year ended September 30, 2006 and nine months ended June 30, 2007, respectively.

The Idaho Housing and Finance Association has designed two programs to provide down payment and/or closing cost assistance to qualified
low-to-moderate income borrowers in Idaho. The assistance consists of grant programs and a second mortgage for a maximum combined
loan-to-value (CLTV) of 102%. The grant program is open to first time homebuyers whose total household income is equal to or less than eighty
percent (80%) of the Area Median Income based on the property location and the total number of household members. The subsidy assistance
can range up to a maximum of $10,000, based on need.

Real Estate Construction. We have been an active originator of real estate construction loans in our market area for many years. At June 30,
2007, our construction and land development loans amounted to $46.2 million, or 9.3%, of the total loan portfolio.

The following table shows the composition of the construction loan portfolio at the dates indicated:

At At September 30,
June 30,
2007 2006 2005
(In Thousands)

One- to four-family residential:

Speculative $ 17,624 $ 15,646 $ 6,080
Permanent 2,110 5,903 5,045
Custom 1,562 2,129 3,296
Multi-family residential: 997 1,427
Commercial real estate:

Construction 15,157 6,402 6,078
Land development loans 8,738 9,942 1,392
Total construction and land development $ 46,188 $ 40,022 $ 23,318

Our construction loans to individuals to build their personal residences typically are structured as construction/permanent loans whereby there
is one closing for both the construction loan and the permanent financing. During the construction phase, which typically lasts for six months,
our staff appraiser or an approved fee inspector makes periodic inspections of the construction site and loan proceeds are disbursed directly to
the contractors or borrowers as construction progresses. Typically, disbursements are made in five draws during the construction period.
Construction loans require payment of interest only during the construction phase and are structured to be converted to fixed or adjustable rate
permanent loans at the end of the construction phase. Prior to making a commitment to fund a construction loan, we require an appraisal of the
property by an independent fee appraiser or our in-house appraiser. Our staff appraiser or an approved fee inspector also reviews and inspects
each
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project prior to each disbursement of funds during the term of the construction loan. Loan proceeds are disbursed based on a percentage of
completion.

During the year ended September 30, 2006 and the nine months ended June 30, 2007, we originated $42.5 million and $18.7 million,
respectively, of short-term builder construction loans to fund the construction of one- to four-family residential properties. Most loans are
written with maturities of one year, have interest rates that are tied to the prime rate plus a margin, and are subject to monthly rate adjustments
tied to the movement of the prime rate. All builder/borrowers are underwritten to the same standards as other commercial loan credits, requiring
minimum debt service coverage ratios and established cash reserves to carry projects through construction completion and sale of the project.
The maximum loan-to-value ratio on both pre-sold and speculative projects is 80%. There was one foreclosure action involving builder
construction loans during the nine months ended June 30, 2007, with all other loans performing according to their repayment terms.

We originate construction and site development loans to contractors and builders primarily to finance the construction of single-family homes
and subdivisions, which homes typically have an average price ranging from $150,000 to $300,000. Loans to finance the construction of
single-family homes and subdivisions are generally offered to experienced builders and builders in our primary market areas. The maximum
loan-to-value limit applicable to these loans is generally up to 80% of the appraised market value upon completion of the project. We generally
do not require any cash equity from the borrower if there is sufficient equity in the land being used as collateral. Development plans are required
from builders prior to making the loan. Our loan officers are required to personally visit the proposed site of the development and the sites of
competing developments. We require that builders maintain adequate insurance coverage. Maturity dates for residential construction loans are
largely a function of the estimated construction period of the project, and generally do not exceed 36 months for residential subdivision
development loans. Substantially all of our residential construction loans have adjustable rates of interest based on The Wall Street Journal
prime rate and during the term of construction, the accumulated interest is added to the principal of the loan through an interest reserve.
Construction loan proceeds are disbursed periodically in increments as construction progresses and as inspection by our approved inspectors
warrant. At June 30, 2007, our largest subdivision development loan had a commitment for $1.2 million and an outstanding principal balance of
$1.2 million. This loan was secured by a first mortgage lien and was performing according to its original terms at June 30, 2007. At June 30,
2007, the average outstanding principal balance of subdivision loans to contractors and developers was $542,000.

We also make construction loans for commercial development projects. These projects include multi-family, apartment, retail,
office/warehouse and office buildings. These loans generally have an interest-only phase during construction, and generally convert to
permanent financing when construction is completed. Disbursement of funds is at our sole discretion and is based on the progress of
construction. The maximum loan-to-value limit applicable to these loans is 80% of the appraised post-construction value.

We originate land loans to local contractors and developers for the purpose of holding the land for future development. These loans are
secured by a first lien on the property, are limited to 65% of the lower of the acquisition price or the appraised value of the land, and generally
have a term of up to two years with a fixed interest rate based on prime rate. Our land loans are generally secured by property in our primary
market area. We require title insurance and, if applicable, a hazardous waste survey reporting that the land is free of hazardous or toxic waste.

Our construction and land development loans are based upon estimates of costs and value associated with the completed project. These
estimates may be inaccurate. Construction and land development lending involves additional risks when compared with permanent residential
lending because funds are advanced upon the security of the project, which is of uncertain value prior to its completion. Because of the
uncertainties inherent in estimating construction costs, as well as the market value of the completed project and the effects of governmental
regulation of real property, it is relatively difficult to evaluate accurately the total funds required to complete a project and the related
loan-to-value ratio. This type of lending also typically involves higher loan principal amounts and is often concentrated with a small number of
builders. These loans often involve the disbursement of substantial funds with repayment substantially dependent on the success of the ultimate
project and the ability of the borrower to sell or
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lease the property or obtain permanent take-out financing, rather than the ability of the borrower or guarantor to repay principal and interest. If
our appraisal of the value of a completed project proves to be overstated, we may have inadequate security for the repayment of the loan upon
completion of construction, of the project and may incur a loss. Further, our ability to continue to originate a significant amount of construction
loans is dependent on the continued strength of the housing market in Ada, Canyon, Elmore and Gem counties, Idaho. If we lost our relationship
with one or more of our larger borrowers building in these counties or there is a decline in the demand for new housing in these counties, it is
expected that the demand for construction loans would decline, our liquidity would substantially increase and our net income would be adversely
affected. We have attempted to minimize these risks by generally concentrating on residential construction loans in our market area to
contractors with whom we have established relationships. At June 30, 2007, no construction loans were delinquent in excess of 90 days or in
nonaccrual status. No construction loans were charged-off during the years ended September 30, 2006 and 2005, or during the nine months
ended June 30, 2007.

Commercial and Multi-Family Real Estate Lending. As of June 30, 2007, $134.7 million, or 27.2% and $6.9 million, or 1.4% of our total
loan portfolio was secured by commercial and multi-family real estate property, respectively. These loans generally are priced at a higher rate of
interest than one- to four-family residential loans. Typically, these loans have higher loan balances, are more difficult to evaluate and monitor,
and involve a greater degree of risk than one- to four-family residential loans. Often payments on loans secured by commercial or multi-family
properties are dependent on the successful operation and management of the property; therefore, repayment of these loans may be affected by
adverse conditions in the real estate market or the economy. We generally require and obtain loan guarantees from financially capable parties
based upon the review of personal financial statements. If the borrower is a corporation, we generally require and obtain personal guarantees
from the corporate principals based upon a review of their personal financial statements and individual credit reports.

The average size loan in our commercial and multi-family real estate loan portfolio was $616,000 as of June 30, 2007. We target individual
commercial and multi-family real estate loans to small- and mid-size owner occupants and investors in our market area between $500,000 and
$2.0 million; however, we can, by policy, originate loans to one borrower up to 80% of our regulatory limit. As of June 30, 2007, the maximum
we could lend to any one borrower based on this limit was $11.4 million. The largest multi-family loan as of June 30, 2007 was a 44-unit
residential apartment complex with an outstanding principal balance of $1.6 million located in Canyon County. This loan was performing
according to its repayment terms as of June 30, 2007.

We offer both fixed and adjustable rate loans on commercial and multi-family real estate loans. Loans originated on a fixed rate basis
generally are originated at fixed terms up to ten years, with amortization terms up to 25 years. As of June 30, 2007, we had $2.0 million in fixed
rate multi-family residential loans and $22.2 million in fixed rate commercial real estate loans.

Commercial and multi-family real estate loans are originated with rates that generally adjust after an initial period ranging from three to ten
years. Adjustable rate multi-family residential and commercial real estate loans are generally priced utilizing the applicable Federal Home Loan
Bank Term Borrowing Rate plus an acceptable margin. These loans are generally amortized for up to 25 years with prepayment penalty
structures applied for each rate lock period. As of June 30, 2007, we had $4.9 million in adjustable rate multi-family residential loans and $112.5
million in adjustable rate commercial real estate loans. The maximum loan-to-value ratio for commercial and multi-family real estate loans is
generally 80% on purchases and refinances. We require appraisals of all properties securing commercial and multi-family real estate loans.
Appraisals are performed by independent appraisers designated by us or by our staff appraiser. We require our commercial and multi-family real
estate loan borrowers with outstanding balances in excess of $500,000 to submit annual financial statements and rent rolls on the subject
property. We also inspect the subject property at least every three to five years if the loan balance exceeds $250,000. We generally require a
minimum pro forma debt coverage ratio of 1.2 times for loans secured by commercial and multi-family properties.

We originate commercial real estate loans, including loans secured by hotels, office space, office/warehouse, retail strip centers, recreational
vehicle dealerships, mini-storage facilities, medical and professional
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buildings, retail sites and churches located in our Idaho market area. Commercial real estate loans totaled $134.7 million, or 27.2%, of our total
loan portfolio as of June 30, 2007.

Commercial and multi-family real estate loans up to $750,000 can be approved by the Senior Vice President and Chief Credit Officer, the
Executive Vice President and Chief Lending Officer, and the President or Chief Executive Officer. Loans up to $3.5 million can be approved by
the combined authority of these four individuals. Our Management Loan Committee, which presently consists of the President, the Chief
Executive Officer, the Executive Vice President and Chief Lending Officer and the Senior Vice President and Chief Credit Officer, is authorized
to approve loans to one borrower or a group of related borrowers of up to $7.0 million in the aggregate, with no single loan over $3.5 million.
Loans over these amounts or outside our general underwriting guidelines must be approved by the Board of Directors Loan Committee.

Consumer Lending. We offer a variety of consumer loans to our customers, including home equity loans and lines of credit, savings
account loans, automobile loans, recreational vehicle loans and personal unsecured loans. Generally, consumer loans have shorter terms to
maturity and higher interest rates than mortgage loans. The maximum term we offer on automobile loans is 72 months and is applicable to new
and one year old cars and light trucks. In addition, we offer loan terms of up to 120 months on motor homes and qualifying travel trailers and
boats. All automobile loans are risk priced based on the percentage of cost, or established value, being financed. Consumer loans are made with
both fixed and variable interest rates and with varying terms. At June 30, 2007, consumer loans amounted to $44.2 million, or 8.9%, of the total
loan portfolio.

At June 30, 2007, the largest component of the consumer loan portfolio consisted of home equity loans and lines of credit, which totaled
$40.3 million, or 8.1%, of the total loan portfolio. Home equity loans are made for, among other purposes, the improvement of residential
properties, debt consolidation and education expenses. The majority of these loans are secured by a first or second mortgage on residential
property. The maximum loan-to-value ratio is generally 89.9% or less, when taking into account both the balance of the home equity loan and
the first mortgage loan. Home equity lines of credit allow for a ten-year draw period, plus an additional ten year repayment period, and the
interest rate is tied to the prime rate as published in The Wall Street Journal, and may include a margin.

Consumer loans entail greater risk than do residential mortgage loans, particularly in the case of consumer loans that are unsecured or secured
by rapidly depreciating assets such as automobiles. In these cases, any repossessed collateral for a defaulted consumer loan may not provide an
adequate source of repayment of the outstanding loan balance as a result of the greater likelihood of damage, loss or depreciation. The remaining
deficiency often does not warrant further substantial collection efforts against the borrower beyond obtaining a deficiency judgment. In addition,
consumer loan collections are dependent on the borrower s continuing financial stability, and are more likely to be adversely affected by job loss,
divorce, illness or personal bankruptcy. Furthermore, the application of various federal and state laws, including bankruptcy and insolvency
laws, may limit the amount that can be recovered on these loans. These risks are not as prevalent with respect to our consumer loan portfolio
because a large percentage of the portfolio consists of home equity loans and lines of credit that are underwritten in a manner such that they
result in credit risk that is substantially similar to one- to four-family residential mortgage loans. Nevertheless, home equity loans and lines of
credit have greater credit risk than one- to four-family residential mortgage loans because they are secured by mortgages subordinated to the
existing first mortgage on the property, which we may or may not hold. In addition, we do not have private mortgage insurance coverage for
these loans. At June 30, 2007, there were no consumer loans in nonaccrual status. During the years ended September 30, 2006 and 2005 and the
nine months ended June 30, 2007, we charged off $39,000, $92,000 and $25,000, respectively, in consumer loans.

Commercial Business Lending. As part of our strategic plan, we are focusing on increasing the commercial business loans that we
originate, including lines of credit, term loans and letters of credit. These loans are typically secured by collateral and are used for general
business purposes, including working capital financing, equipment financing, capital investment and general investment. Loan terms vary from
one to seven years. The interest rates on such loans are generally floating rates indexed to the Wall Street Journal Prime Rate plus a margin.
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Commercial business loans typically have shorter maturity terms and higher interest spreads than real estate loans, but generally involve more
credit risk because of the type and nature of the collateral. We are focusing our efforts on small- to medium-sized, privately-held companies with
local or regional businesses that operate in our market area. At June 30, 2007, commercial business loans totaled $4.1 million, or 0.8%, of our
loan portfolio. Our commercial business lending policy includes credit file documentation and analysis of the borrower s background, capacity to
repay the loan, the adequacy of the borrower s capital and collateral, as well as an evaluation of other conditions affecting the borrower. Analysis
of the borrower s past, present and future cash flows is also an important aspect of our credit analysis. We generally obtain personal guarantees
on our commercial business loans.

Repayment of our commercial business loans is often dependent on the cash flows of the borrower, which may be unpredictable, and the
collateral securing these loans may fluctuate in value. Our commercial business loans are originated primarily based on the identified cash flow
of the borrower and secondarily on the underlying collateral provided by the borrower. Most often, this collateral consists of accounts
receivable, inventory or equipment. Cred it support provided by the borrower for most of these loans and the probability of repayment is based
on the liquidation of the pledged collateral and enforcement of a personal guarantee, if any. As a result, in the case of loans secured by accounts
receivable, the availability of funds for the repayment of these loans may be substantially dependent on the ability of the borrower to collect
amounts due from its customers. The collateral securing other loans may depreciate over time, may be difficult to appraise and may fluctuate in
value based on the success of the business.

Loan Maturity and Repricing. The following table sets forth certain information at June 30, 2007 regarding the dollar amount of loans
maturing or repricing in our portfolio based on their contractual terms to maturity or next repricing date, but does not include scheduled
payments or potential prepayments. Demand loans, loans having no stated schedule of repayments and no stated maturity are reported as due in
one year or less. Loan balances do not include undisbursed loan proceeds, unearned discounts, unearned income and allowance for loan losses.

After After After
1 Year 3 Years 5 Years
Within Through Through Through Beyond
1 Year 3 Years 5 Years 10 Years 10 Years Total
(In Thousands)

Real estate:

One- to four-family residential $10,800 $ 21,805 $ 54,729 $ 30,751 $141,515 $259,600
Multi-family residential 1,174 431 2,830 466 2,009 6,910
Commercial 10,321 26,898 59,994 35,835 1,686 134,734
Total real estate 22,295 49,134 117,553 67,052 145,210 401,244
Real estate construction:

One- to four-family residential 19,186 589 333 573 615 21,296
Multi-family residential 147 850 997
Commercial and land development 9,051 3,282 783 6,349 4,430 23,895
Total real estate construction 28,237 4,018 1,116 7,772 5,045 46,188
Consumer:

Home equity 27,458 46 186 803 11,835 40,328
Automobile 21 830 1,273 281 28 2,433
Other consumer 978 374 31 10 1,393
Total consumer 28,457 1,250 1,490 1,084 11,873 44,154
Commercial/Business 2,965 680 272 147 4,064
Total loans receivable $81,954 $ 55,082 $120,431 $ 76,055 $162,128 $495,650
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The following table sets forth the dollar amount of all loans due more than one year after June 30, 2007, which have fixed interest rates and
have floating or adjustable interest rates.

Floating or

Adjustable Fixed
Rate Rates Total
(In Thousands)

Real estate:

One- to four-family residential $ 84,419 $ 164,381 $248,800
Multi-family residential 3,727 2,009 5,736
Commercial 103,639 20,774 124,413
Total real estate 191,785 187,164 378,949
Real estate construction:

One- to four-family residential 1,495 615 2,110
Multi-family residential 997 997
Commercial and land development 9,414 5,430 14,844
Total real estate construction 11,906 6,045 17,951
Consumer:

Home equity 12,870 12,870
Automobile 2,412 2,412
Other consumer 415 415
Total consumer 15,697 15,697
Commercial business 1,099 1,099
Total $ 203,691 $ 210,005 $413,696

Loan Solicitation and Processing. Loan originations are obtained from a variety of sources, including walk-in customers, loan brokers for
primarily commercial and multi-family real estate loans, and referrals from builders and realtors. As part of our commercial banking strategy, we
are focusing our efforts in increasing the amount of our direct originations of commercial and multi-family real estate loans, construction loans
to builders and commercial business loans. Residential real estate loans are solicited through media advertising, direct mail to existing customers
and by realtor referrals. Loan originations are further supported by lending services offered through our internet website, advertising,
cross-selling and through our employees community service.

Upon receipt of a loan application from a prospective borrower, we obtain a credit report and other data to verify specific information relating
to the applicant s employment, income and credit standing. An appraisal of the real estate offered as collateral generally is undertaken by an
appraiser we have retained and approved, and who is licensed in the State of Idaho.

Mortgage loan applications are initiated by loan officers and are required to be approved by our underwriting staff who have Board-approved
lending authority. Loans that exceed the underwriter s lending authority must be approved by one or more members of the Management Loan
Committee. All loans up to and including $3.5 million may be approved by the Management Loan Committee without Board approval; loans in
excess of $3.5 million must be approved by the Board of Directors Loan Committee.

We require title insurance on all real estate loans, fire and casualty insurance on all secured loans and on home equity loans and lines of credit
where the property serves as collateral.
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Loan Originations, Servicing, Purchases and Sales. During the year ended September 30, 2006 and the nine months ended June 30, 2007,
our total loan originations were $271.2 million and $175.0 million, respectively.

One- to four-family home loans are generally originated in accordance with the guidelines established by Freddie Mac and Fannie Mae, with
the exception of our special community development loans under the Community Reinvestment Act. We utilize the Freddie Mac Loan
Prospector and Fannie Mae Desktop Underwriter automated loan systems to underwrite the majority of our residential first mortgage loans
(excluding community development loans). The remaining loans are underwritten by designated real estate loan underwriters internally in
accordance with standards as provided by our Board-approved loan policy.

We actively sell residential first mortgage loans to the secondary market. The majority of all residential mortgages are sold to the secondary
market at the time of origination. During the years ended September 30, 2006 and the nine months ended June 30, 2007 , we sold $81.6 million
and $78.1 million, respectively, to the secondary market. Our primary secondary market relationships have been with Freddie Mac, Fannie Mae
and major correspondent banks. In the past, we generally retained the servicing on the majority of loans sold into the secondary market.
Recently, the majority of loans have been sold into the secondary market with servicing released. Loans are generally sold on a non-recourse
basis. As of June 30, 2007, our residential loan servicing portfolio was $195.9 million.

Multi-family and commercial real estate loans are underwritten by designated lending staff or our Management Loan Committee depending
on the size of the loan and are serviced by the commercial loan department.
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The following table shows total loans originated, purchased, sold and repaid during the periods indicated.

Nine Months Ended
June 30, Year Ended September 30,
2007 2006 2006 2005 2004
(In Thousands)
Loans originated:
Real estate:
One- to four-family residential (1) $ 76,892 $ 96,860 $ 124,670 $ 111,652 $ 98,473
Multi-family residential 2,000 345 345 47 74
Commercial 17,451 19,976 26,152 32,033 28,055
Total real estate 96,343 117,181 151,167 143,732 126,602
Real estate construction:
One- to four-family residential 31,699 41,925 58,233 44,125 27,484
Multi-family residential 998 9 9 593 838
Commercial and land development 16,657 15,790 19,623 23,805 13,094
Total real estate construction 49,354 57,724 77,865 68,523 41,416
Consumer:
Home equity 22,350 22,882 33,454 12,745 17,017
Automobile 481 542 667 2,500 3,187
Other consumer 2,434 2,105 2,876 1,763 1,048
Total consumer 25,265 25,529 36,997 17,008 21,252
Commercial/Business 4,030 4,579 5,164 2,501 1,106
Total loans originated 174,992 205,013 271,193 231,764 190,376
Loans purchased:
One- to four-family residential 38,782 38,782
Loans sold:
One- to four-family residential (78,060) (58,596) (81,575) (57,597) (67,627)
Participation loans (1,377) (2,800)
Total loans sold (78,060) (58,596) (81,575) (58,974) (70,427)
Principal repayments (108,130) (122,312) (157,581) (131,638) (100,453)
Transfer to real estate owned (153) (777) (485)
Increase (decrease) in other items (net) 298 (299) (128) 92) 495)

Net increase in loans receivable and loans held for sale $ (11,053) $ 62,588 $ 70,691 $ 40,283 $ 18,516

€)) Includes originations of loans held for sale of $80.1 million, $60.9 million, $68.9 million, $78.3 and $58.1 million for the years ended
September 30, 2006, 2005 and 2004, and the nine months ended June 30, 2007 and 2006, respectively.

Loan Origination and Other Fees. In some instances, we receive loan origination fees on real estate related products. Loan fees generally
represent a percentage of the principal amount of the loan, and is paid by the borrower. Accounting standards require that certain fees received,
net of certain origination costs, be deferred and amortized over the contractual life of the loan. Net deferred fees or costs associated with loans
that are prepaid or sold are recognized as income at the time of prepayment. We had $1.1 million of net deferred loan fees and costs as of June
30, 2007.
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The objective of our loan review process is to determine risk levels and exposure to loss. The depth of review varies by asset types, depending
on the nature of those assets. While certain assets may represent a substantial investment and warrant individual reviews, other assets may have
less risk because the asset size is small, the risk is spread over a large number of obligors or the obligations are well collateralized and further
analysis of individual assets would expand the review process without measurable advantage to risk assessment. Asset types with these
characteristics may be reviewed as a total portfolio on the basis of risk indicators such as delinquency (consumer and residential real estate
loans) or credit rating. A formal review process is conducted on individual assets that represent greater potential risk. A formal review process is
a total reevaluation of the risks associated with the asset and is documented by completing an asset review report. Certain real estate-related
assets must be evaluated in terms of their fair market value or net realizable value in order to determine the likelihood of loss exposure and,
consequently, the adequacy of valuation allowances.

We define a loan as being impaired when, based on current information and events, it is probable that we will be unable to collect all amounts
due under the contractual terms of the loan agreement. Large groups of smaller balance homogenous loans such as consumer secured loans,
residential mortgage loans and consumer unsecured loans are collectively evaluated for potential loss. All other loans are evaluated for
impairment on an individual basis.

We generally assess late fees or penalty charges on delinquent loans of five percent of the monthly principal and interest amount. Substantially
all fixed rate and adjustable rate mortgage loan payments are due on the first day of the month, however, the borrower is given a 10-day grace
period to make the loan payment. When a mortgage loan borrower fails to make a required payment when it is due, we institute collection
procedures. The first notice is mailed to the borrower on the 16th day requesting payment and assessing a late charge. Attempts to contact the
borrower by telephone generally begin upon the 30th day of delinquency. If a satisfactory response is not obtained, continual follow-up contacts
are attempted until the loan has been brought current. Before the 90th day of delinquency, attempts to interview the borrower are made to
establish the cause of the delinquency, whether the cause is temporary, the attitude of the borrower toward the debt and a mutually satisfactory
arrangement for curing the default.

When a consumer loan borrower fails to make a required payment on a consumer loan by the payment due date, we institute the same collection
procedures as for our mortgage loan borrowers.

The Board of Directors is informed monthly as to the number and dollar amount of mortgage and consumer loans that are delinquent by more
than 30 days, and is given information regarding classified assets.

If a borrower is chronically delinquent and all reasonable means of obtaining payments have been exercised, we will seek to recover any
collateral securing the loan according to the terms of the security instrument and applicable law. In the event of an unsecured loan, we will either
seek legal action against the borrower or refer the loan to an outside collection agency.
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The following table shows our delinquent loans by the type of loan and number of days delinquent as of June 30, 2007:

Real estate:

One- to four-family residential
Multi-family residential
Commercial

Total real estate

Real estate construction:

One- to four-family residential
Multi-family residential
Commercial and land development

Total real estate construction
Consumer:

Home equity

Automotive

Other consumer

Total consumer
Commercial business

Total
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Loans Delinquent For:

Total

60-89 Days 90 Days or More Delinquent Loans
Principal Principal Principal
Number Balance Number Balance Number Balance

of of
of Loans Loans Loans Loans Loans Loans
(Dollars in Thousands)

2 $ 522 2 $ 367 4 $ 889
1 153 1 153
3 675 2 367 5 1,042
3 70 3 70
1 5 1 5
4 75 4 75
7 $ 750 2 $ 367 9 $ 1,117

When a loan becomes 90 days delinquent, we place the loan on nonaccrual status; accordingly, we have no accruing loans that are contractually
past due 90 days or more. As of June 30, 2007, nonaccrual loans as a percentage of total loans was 0.07%, and as a percentage of total assets it

was 0.05%.
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Nonperforming Assets. The following table sets forth information with respect to our nonperforming assets and restructured loans within the
meaning of Statement of Financial Accounting Standards No. 15 for the periods indicated. During the periods presented, there were no accruing
loans that were contractually past due 90 days or more.

At September 30,
At June 30,
2007 2006 2005 2004 2003 2002
(Dollars in Thousands)
Loans accounted for on a non-accrual basis:
Real estate:
One- to four-family residential $ 367 $ 358 $ 388 $ $ 69 $ 70
Multi-family residential
Commercial 560
Total real estate 367 358 388 560 69 70
Real estate construction:
One- to four-family residential 326
Multi-family residential
Commercial and land development
Total real estate construction 326
Consumer:
Home equity 30 79 30 41 52
Automotive 5 7 9 5
Other consumer 6 13 14 15
Total consumer 30 90 50 64 72
Commercial business
Total loans 367 388 478 610 133 468
Accruing loans which are contractually past due 90 days or more
Total of nonaccrual and 90 days past due loans 367 388 478 610 133 468
Repossessed assets 6
Real estate owned 153 534 113 248
Total nonperforming assets $ 520 $ 388 $ 1,012 $ 723 $ 133 $ 722
Restructured loans $ 10 $ 11 $ 322§ $ $
Allowance for loan loss on nonperforming loans 1 7 92 9 42
Classified assets included in nonperforming assets 520 388 1,000 704 133 722
Allowance for loan losses on classified assets 50 46 64 225 9 42
Nonaccrual and 90 days or more past due
loans as a percentage of loans receivable 0.07% 0.08% 0.11% 0.16% 0.04% 0.14%
Nonaccrual and 90 days or more past due
loans as a percentage of total assets 0.05% 0.05% 0.07% 0.08% 0.03% 0.11%
Nonperforming assets as a percentage of total assets 0.07% 0.05% 0.15% 0.10% 0.03% 0.17%
Loans receivable, net $491,768 $503,065 $430,944 $392,634 $372,629 $318,297
Nonaccrued interest (1) $ 12 $ 11 $ 5 9% 12 $ 1 9 3
Total assets $728315 $761,292 $689,577 $743,867 $450,196 $416,543
€8 If interest on the loans classified as nonaccrual had been accrued, interest income in these amounts would have been recorded on
nonaccrual loans.
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Real Estate Owned and Other Repossessed Assets. Real estate we acquire as a result of foreclosure or by deed-in-lieu of foreclosure is
classified as real estate owned until it is sold. When the property is acquired, it is recorded at the lower of its cost, which is the unpaid principal
balance of the related loan plus foreclosure costs, or the fair market value of the property less selling costs. Other repossessed collateral,
including autos, are also recorded at the lower of cost (i.e., the unpaid principal balance plus repossession costs) or fair market value. As of June
30, 2007, we had four town homes under construction with a cumulative fair market value of $153,000.

Restructured Loans. According to generally accepted accounting principles, we are required to account for certain loan modifications or
restructuring as a troubled debt restructuring. In general, the modification or restructuring of a debt is considered a troubled debt restructuring if
we, for economic or legal reasons related to a borrower s financial difficulties, grant a concession to the borrower that we would not otherwise
consider. As of June 30, 2007, we had one restructured loan with a loan balance of $10,000.

Classified Assets. Federal regulations provide for the classification of lower quality loans and other assets, such as debt and equity securities, as
substandard, doubtful or loss. An asset is considered substandard if it is inadequately protected by the current net worth and paying capacity of
the borrower or any collateral pledged. Substandard assets include those characterized by the distinct possibility that we will sustain some loss if
the deficiencies are not corrected. Assets classified as doubtful have all the weaknesses inherent in those classified substandard with the added
characteristic that the weaknesses present make collection or liquidation in full highly questionable and improbable on the basis of currently
existing facts, conditions and values. Assets classified as loss are those considered uncollectible and of such little value that their continuance as
assets without the establishment of a specific loss reserve is not warranted.

When we classify problem assets as either substandard or doubtful, we may establish a specific allowance in an amount we deem prudent and
approved by the Classified Asset Committee to address the risk specifically or we may allow the loss to be addressed in the general allowance.
General allowances represent loss allowances which have been established to recognize the inherent risk associated with lending activities, but
which, unlike specific allowances, have not been specifically allocated to particular problem assets. When an insured institution classifies
problem assets as a loss, it is required to charge off such assets in the period in which they are deemed uncollectible. Assets that do not currently
expose us to sufficient risk to warrant classification in one of the aforementioned categories but possess weaknesses are required to be
designated as special mention. Our determination as to the classification of our assets and the amount of our valuation allowances is subject to
review by the Office of Thrift Supervision, which can order the establishment of additional loss allowances.

In connection with the filing of periodic reports with the Office of Thrift Supervision and in accordance with our classification of assets policy,
we regularly review the problem assets in our portfolio to determine whether any assets require classification in accordance with applicable
regulations. On the basis of our review of our assets, as of June 30, 2007, we had classified assets of $3.5 million. The total amount classified
represented 3.2% of equity capital and 0.48% of total assets as of June 30, 2007.
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The aggregate amounts of classified assets and special mention loans at the dates indicated were as follows:

At September 30,
At June 30,
2007 2006 2005
(In Thousands)
Classified assets:
Loss $ $ $
Doubtful 10 10 11
Substandard 1,484 911 2,693
Special mention 2,023
Total $ 3,517 $ 921 $ 2,704
Classified assets included in nonperforming loans $ 367 $ 388 $ 467
Allowance for loan loss on classified assets 50 46 64

Classified assets, including special mention loans, increased $2.6 million to $3.5 million at June 30, 2007 from $921,000 at September 30, 2006.
The increase in classified assets and special mention loans is primarily due to one commercial real estate loan that is classified as special
mention. We currently believe the loan is fully secured and no loss is anticipated. As of June 30, 2007, we did not have any impaired loans
included in classified assets.

Potential Problem Loans. Potential problem loans are loans that do not yet meet the criteria for placement on non-accrual status, but where
known information about possible credit problems of the borrowers causes management to have serious doubts as to the ability of the borrowers
to comply with present loan repayment terms. This may result in the future inclusion of such loans in the non-accrual loan category. As of June
30, 2007, the aggregate amount of potential problem loans was $3.8 million.
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The following table summarizes the distribution of the allowance for loan losses by loan category.

At September 30,
At June 30,
2007 2006 2005
Percent Percent Percent
of of of
Loans Loans Loans
in Loan in Loan in Loan
Category Category Category
Amount to Amount to Amount to
Loan by Loan Total Loan by Loan Total Loan by Loan Total
Balance Category Loans Balance Category Loans Balance Category Loans
(Dollars in Thousands)
Real estate:
One- to four-family
residential $259,600 $ 706 52.38%  $293,640 $ 873 57.88%  $252,126 $ 784 58.00%
Multi-family
residential 6,910 58 1.39 7,049 61 1.39 5,454 61 1.25
Commercial 134,734 1,139 27.18 125,401 1,087 24.72 116,432 1,297 26.78
Total real estate 401,244 1,903 80.95 426,090 2,021 83.99 374,012 2,142 86.03
Real estate
construction:
One- to four-family
residential 21,296 168 4.30 23,678 290 4.67 14,421 241 3.32
Multi-family
residential 997 12 0.20 1,427 18 0.33
Commercial and land
development 23,895 260 4.82 16,344 294 3.22 7,470 132 1.72
Total real estate 46,188 440 9.32 40,022 584 7.89 23,318 391 5.37
Consumer:
Home equity 40,328 273 8.14 34,143 243 6.73 28,558 192 6.57
Automotive 2,433 43 0.49 3,245 58 0.64 4,576 79 1.05
Other consumer 1,393 32 0.28 1,300 32 0.26 1,530 39 0.35
Total consumer 44,154 348 8.91 38,688 333 7.63 34,664 310 7.97
Commercial/business 4,064 57 0.82 2,480 36 0.49 2,759 39 0.63
Total loans $495,650 $2,748 100.00% $507,280 $2,974 100.00%  $434,753 $2,882 100.00%
At September 30,
2004 2003 2002
Percent Percent Percent
of of of
Loans Loans Loans
in Loan in Loan in Loan
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Real estate:
One- to
four-family
residential
Multi-family
residential
Commercial

Total real estate

Real estate
construction:
One- to
four-family
residential
Multi-family
residential
Commercial and
land development

Total real estate
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Category Category Category
Amount to Amount to Amount to
Loan by Loan Total Loan by Loan Total Loan by Loan Total
Balance Category Loans Balance Category Loans Balance Category Loans
(Dollars in Thousands)
$242,818 $ 704 61.27%  $247,309 $ 635 65.81%  $194,0838 $ 348 60.27%
6,265 75 1.58 7,750 20 2.06 7,512 14 2.33
93,575 1,281 23.61 79,020 697 21.02 79,197 714 24.59
342,658 2,060 86.46 334,079 1,352 88.89 280,797 1,076 87.19
7,207 69 1.82 5,225 13 1.39 6,505 12 2.02
834 11 0.21 352 1 0.09 1,486 3 0.46
11,151 148 2.81 9,128 70 243 6,579 58 2.04
19,192 228 4.84 14,705
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