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ITEM 1. BUSINESS
Forward Looking Statements

This Annual Report on Form 1K-contains, and other periodic and special repamts press releases of BankFinancial Corporationgoatain
forward-looking statements within the meaning oft®e 21E of the Securities Exchange Act of 193amended, that involve significant
risks and uncertainties. We intend such forwardkilog statements to be covered by the safe harlmwigions for forward-looking statements
contained in the Private Securities Litigation RefcAct of 1995, and are including this statementtfi@ purpose of invoking these safe harbor
provisions. Forward-looking statements are baseckotain assumptions or describe our future plstnategies and expectations, and are
generally identifiable by use of the words “beligviexpect,” “i anticipate,” “estimate,” “mject,” “plan,” or similar expressions. Our

intend,
ability to predict results or the actual effecipidins or strategies is inherently uncertain, aridecesults may differ from those predicted.
Factors that could have a material adverse effeciperations and could affect management’s outbyalur future prospects include, but are
not limited to: higher than expected overhead astftucture and compliance costs, changes in mentieeest rates, changes in the yield curve,
balance sheet shrinkage or less than anticipatedd®msheet growth, lack of demand for loan praglubliquidity and changes in financial
markets, including the market for mortgage baclemligties and other debt obligations, declining dachfor real estate and real estate
valuations, increasing unemployment levels, degtusits, pricing, underwriting and other forms ofrapetition, adverse federal or state
legislative or regulatory developments, monetany fiscal policies of the U.S. Government, includpaicies of the U.S. Treasury and Federal
Reserve Board, adverse economic conditions thdtlcesult in increased delinquencies in our loartfptio or a decline in the value of our
investment securities and the collateral for oank the quality or composition of our loan or istveent portfolios, demand for financial
services and multi-family, commercial and residanteal estate loans in our market areas, the lplessiort-term dilutive effect of potential
acquisitions or de novo branches, if any, changescounting principles, policies and guidelinesréased costs of federal deposit insurance,
and future adverse developments concerning therélddeme Loan Bank of Chicago. These risks and daitgies, as well as the Risk Factors
set forth in Item 1A below, should be consideredvaluating forward-looking statements and undliarree should not be placed on such
statements. We do not undertake any obligatiorptate any forwardboking statement in the future, or to reflect oimstances and events t
occur after the date on which the forward-lookitefement was made.

BankFinancial Corporation

BankFinancial Corporation, a Maryland corporati@adiquartered in Burr Ridge, lllinois (“the Companyfecame the owner of all of the
issued and outstanding capital stock of BankFire@nEiS.B. (the “Bank”) on June 23, 2005, when wesummated a plan of conversion and
reorganization that the Bank and its predecesddirtgpcompanies, BankFinancial MHC, Inc. (“BankHieéal MHC”) and BankFinancial
Corporation, a federal corporation, adopted on Au@5, 2004. BankFinancial Corporation, the Marglanrporation, was organized in 200
facilitate the mutual-to-stock conversion and todree the holding company for the Bank upon its detign.

As part of the mutual-to-stock conversion, BankRuial Corporation, the Maryland corporation, sofg466,250 shares of common stock in a
subscription offering for $10.00 per share. Theasa{e corporate existences of BankFinancial MHCBawkFinancial Corporation, the federal
corporation, ceased upon the completion of the aitttistock conversion. For a further discussiothefmutual-to-stock conversion, see our
Prospectus as filed on April 29, 2005 with the Siti@s and Exchange Commission (“SEC”) pursuarRate 424(b)(3) of the Rules and
Regulations of the Securities Act of 1933 (File Nuen333-119217).

BankFinancial Corporation, the Maryland corporatiditl not engage in any business prior to the cetiggl of the mutual-to-stock conversion
on June 23, 2005. Consequently, this Annual Repoform 10-K reflects the financial condition amkrating results of BankFinancial MHC
and BankFinancial Corporation, the federal corporatand their subsidiaries, including the Bankjlulune 23, 2005, and of BankFinancial
Corporation, the Maryland corporation, and its #dibsies, including the Bank, thereafter. The wot@smpany,” “we” and “our” thus are
intended to refer to BankFinancial MHC, BankFinah€&orporation, the federal corporation, and tkalvsidiaries with respect to matters and
time periods occurring on or before June 23, 2@08,to BankFinancial Corporation, the Maryland coation, and its subsidiaries, with
respect to matters and time periods occurring #ieye



We manage our operations as one unit, and thustiloerwe separate operating segments. Our chie&tipgrdecision-makers use consolidated
results to make operating and strategic decisions.

BankFinancial, F.S.B.

The Bank is a full-service, community-oriented s&a bank principally engaged in the business ofroerial, family and personal banking,
and offers our customers a broad range of loamgig@nd other financial products and servicesugh 18 full-service banking offices and
two Express Branch facilities located in Cook, Dgd_ake and Will Counties, lllinois, and througlr énternet Branch,
www.bankfinancial.com

The Bank’s primary business is making loans aneatong deposits. The Bank also offers our custoraesariety of financial products and
services that are related or ancillary to loansaempbsits, including cash management, merchanepsaty, funds transfers, bill payment and
other online banking transactions, automated tetl@chines, safe deposit boxes, wealth managenmehgeneral insurance agency services.

The Bank’s primary lending area consists of thenties where our branch offices are located, andigioous counties in the State of lllinois.
We derive the most significant portion of our rewes from these geographic areas. The Bank’s primanket for deposits is concentrated
around the areas where our full-service bankingesfand Express Branch facilities are located.

The Bank was organized in 1924, and was operatadraslitional savings bank until 2000, when welengented a strategy to transform the
Bank into a multi-faceted financial institution Wit diversified balance sheet, enhanced capabilitieommercial banking products and
services, an expanded geographic presence in titcagehmetropolitan area, and managerial and teoliwal resources and an infrastructure
capable of supporting future growth. In furtheran€¢his strategy, we changed the composition ofloans and deposits by, among other
things, expanding our multi-family and commercigdlrestate lending activities, and implementingtamithl commercial lending and leasing
capabilities and product lines. We also acquirecc8ss Bancshares, Inc. and its subsidiary, Sudta#sal Bank in 2001, and University
National Bank in 2006. Se‘Acquisition.”

Lending Activities

Our loan portfolio consists primarily of investmemtd business loans (multi-family, nonresidentall estate, commercial, construction and
land loans, and commercial leases), which repregeg86 of our loan portfolio. At December 31, 208805.3 million, or 23.8%, of our total
loan portfolio consisted of multi-family mortgageahs; $342.3 million, or 26.7%, of our total loantfolio consisted of nonresidential real
estate loans; $77.6 million, or 6.1%, of our tdéain portfolio consisted of commercial loans; $B7illion, or 13.7%, of our total loan
portfolio consisted of commercial leases; $49.9iam| or 3.9%, of our total loan portfolio considtef construction and land loans; and $323.7
million, or 25.3%, of our total loan portfolio cdeged of one- to four-family residential mortgagans, including home equity loans and lines
of credit and other second mortgage loans.

Deposit Activities

Our deposit accounts consist principally of saviagsounts, NOW accounts, checking accounts, morakahaccounts, certificates of depc
and IRAs and other qualified plan accounts. We pi®@eommercial checking accounts and related sesysuch as merchant processing and
cash management. We also provide low-cost che@dngunt services for low- and moderate-income ooste. We rely on our favorable
locations, customer service, competitive pricingy, lmternet Branch and related deposit servicel asacash management to attract and retain
deposit accounts.

At December 31, 2008, our deposits totaled $1.0[f0rh Interest-bearing deposits totaled $960.8io1i and noninterest-bearing demand
deposits totaled $109.1 million, which includedSillion in internal checking accounts such askbeashier checks and money orders.
Savings, money market and NOW account depositketb586.3 million, and certificates of deposittet $374.5 million, of which $284.2
million had maturities of one year or less.



Related Products and Services

The Banks Wealth Management Group provides investmentnéizd planning and other wealth management sent@esir customers throu
arrangements with a third-party broker-dealer. Baak’s wholly-owned subsidiary, Financial Assuras&vices, Inc. (“Financial
Assurance”)sells life insurance, fixed annuities, property aadualty insurance and other insurance producg@gency basis. On March
2008, Financial Assurance completed the sale oitlésinsurance agency business to a newly forrtted-party title insurance agency. The
sale of the title insurance agency business doeaffext the Bank’s other insurance businessesinQuhe year ended December 31, 2008,
Financial Assurance Services reported net incon#01,000, and had five employees. The Bank’s otlinerly-owned subsidiary, BF Asset
Recovery Corporation, is in the business of holditig to certain Bank-owned real estate, and hadet income or loss for the year ended
December 31, 2008.

Acquisition

On April 5, 2006, the Company completed its acdjaisiof University National Bank, a privately hatdmmunity bank with approximately
$113 million in assets and $104 million in depqsdisd two banking offices in the Hyde Park commumitChicago, Illinois, for approximate
$24 million in cash pursuant to the terms of a Bt®archase Agreement with University Bancorporatiated November 29, 2005.
Immediately upon the completion of the stock pusehdJniversity National Bank was merged into thalBa he acquisition, which was
accounted for under the purchase method of acaaymésulted in goodwill of $11.7 million and amet intangible of $3.3 million. The
transaction was treated, for federal and statenectax purposes, as a purchase of University NatiBank’s assets pursuant to applicable
provisions of the Internal Revenue Code, makinggthedwill and core deposit intangible arising frime transaction tax-deductible over a
period of 15 years. University National Bank’s ksof operations have been included in the Comjsampults of operations only since the
effective date of the acquisition.

Website and Stockholder Information
The website for the Company and the Bank is wwwkfinancial.com. Information on this website does not constituae pf this Form 10-K.

The Company makes available, free of charge, itsF®-K, its quarterly reports on Form 10-Q, itsreat reports on Form 8-K and
amendments to such reports filed or furnished @nsto Section 13(a) or 15(d) of the SecuritiesHaxge Act of 1934, as amended (the
“Exchange Act”), as soon as reasonably practicaftey such forms are filed with or furnished to 8ieC. Copies of these documents are
available to stockholders at BankFinancial's web, skww.bankfinancial.comunder Stockholder Information and at the SEC’b wite,

WWW.SeC.goVv.

Competition

We face significant competition in both originatilogins and attracting deposits. The Chicago melitaparea and some other areas in which
we operate have a high concentration of finanaistitutions, many of which are significantly largestitutions that have greater financial
resources than we have, and many of which areaupetitors to varying degrees. Our competitionldans and leases comes principally from
commercial banks, savings banks, mortgage bankingpanies, credit unions, leasing companies, inggranmpanies, real estate conduits and
other companies that provide financial servicelsusinesses and individuals. Our most direct cortipetior deposits has historically come

from commercial banks, savings banks and creddansiWe face additional competition for depositsrfron-line financial institutions and
non-depository competitors such as the mutual foddstry, securities and brokerage firms and insteacompanies.

We seek to meet this competition by emphasizinggrelized service and efficient decisimaking tailored to individual needs. In additiorg
reward longstanding relationships with preferred rates anehseon deposit products based on existing and petispdending business. We
not rely on any individual, group or entity for atarial portion of our loans or our deposits.
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Employees

At December 31, 2008, we had 373 full-time empleyaed 30 part-time employees. The employees anepogsented by a collective
bargaining unit and we consider our working relasioip with our employees to be good.

Supervision And Regulation
General

As a federally chartered savings bank, the Bam&gsilated and supervised by the Office of Thrifp&wision (“OTS”) and the Federal Deposit
Insurance Corporation (“FDIC”). This regulation asupervision establish a comprehensive framewodct¥ities in which a financial
institution may engage, and is intended primailythe protection of the FDIC’s deposit insuranoeds and depositors. Under this system of
federal regulation, financial institutions are pelically examined to ensure that they satisfy ajaplie standards with respect to their capital
adequacy, assets, management, earnings, liquititgensitivity to market interest rates. After cdetipg an examination, the primary federal
regulator of the institution critiques the finardrsstitution’s operations in a report of examimatiand assigns its rating (known as an
institution’s CAMELS rating). Under federal law, arstitution may not disclose its CAMELS ratingtte public.

The Bank is a member of, and owns stock in, theeFe@dHome Loan Bank of Chicago (“FHLBC"), whichdse of the 12 regional banks in the
Federal Home Loan Bank System. The Bank also islaggd to a lesser extent by the Board of Goverabtise Federal Reserve System with
regard to reserves it must maintain against depasil other matters. The OTS examines the Banki@pdires reports for the consideration of
its Board of Directors on any identified operatateficiencies. The Bank’s relationship with its dspors and borrowers also is regulated to a
great extent by both federal and state laws, ealhedd matters concerning the ownership of depasttounts and the form and content of the
Bank’s loan documents.

There can be no assurance that laws, rules anthtiegs will not change in the future, which coabdke compliance more difficult or
expensive or otherwise adversely affect our busin@sancial condition, results of operations avgpects. Any change in these laws or
regulations, or in regulatory policy, whether bg #fDIC, the OTS, the Board of Governors of the Faldeeserve System or Congress, could
have a material adverse impact on the CompanyBdimé& and their respective operations.

Federal Banking Regulation

Business ActivitiesA federal savings bank derives its lending and stwent powers from the Home Owners’ Loan Act, asraged, and the
regulations of the OTS. Under these laws and ré¢iguls, the Bank may invest in mortgage loans sethyeresidential and nonresidential real
estate, commercial business and consumer loanajrcgmes of securities and certain other loartsamsets. Specifically, the Bank may
originate, invest in, sell, or purchase unlimitedris on the security of residential real estatéevibans on nonresidential real property
generally may not exceed, in the aggregate, 400&eoBank’s total capital. In addition, secured andecured commercial loans and certain
types of commercial personal property leases magxaeed 20% of the Bank’s assets; however, amauetscess of 10% of assets may only
be used for small business loans. Further, the Bzakgenerally invest up to 35% of its assets imsamer loans, corporate debt securities and
commercial paper on a combined basis, and up tgrieger of its capital or 5% of its assets in eosed construction loans. The Bank may
invest up to 10% of its assets in tangible perspraberty, for rental or sale. Certain leases ogitde personal property are not aggregated
with commercial or consumer loans for the purpafegetermining compliance with the limitations gatth for those investment categories.
The Bank also may establish subsidiaries that mgga@ge in activities not otherwise permissible far Bank directly, including real estate
investment and insurance agency activities. A timteof the lending and investment limitations niegysubject to the same enforcement
mechanisms of the primary federal regulator asrotimations of a law or regulation.
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Capital RequirementsThe regulations of the OTS require savings banksdet three minimum capital standards: a rati@ogible capital to
adjusted total assets of 1.5%, a ratio of Tierdtgrcapital to adjusted total assets of 4.0% (8f4rfstitutions receiving the highest rating on
the CAMELS rating system), and a ratio of totalitao total risk-adjusted assets of 8.0%. Thengbcorrective action standards discussed
below, in effect, establish a minimum 2% tangitd@ital standard.

The risk-based capital standard for savings bagdigires the maintenance of Tier 1, or core captad, total capital (which is defined as core
capital and supplementary capital) to risk-weigtdssets of at least 4% and 8%, respectively. lerdéning the amount of risk-weighted
assets, all assets, including certain off-balaheesassets, are multiplied by a risk-weight facfd% to 100%, assigned by the OTS capital
regulation based on the risks inherent in the tyfpesset. Core capital is defined as common stddkhg equity (including retained earnings),
certain noncumulative perpetual preferred stockratated surplus and minority interests in equigaunts of consolidated subsidiaries, less
intangibles other than certain mortgage servicights and credit card relationships. The componehssipplementary capital currently inclu
cumulative perpetual preferred stock, long-ternfggred stock, mandatory convertible securitiespsdimated debt and intermediate-term
preferred stock, allowance for loan and lease Bageto a maximum of 1.25% of risk-weighted asaatsup to 45% of net unrealized gains on
available-forsale equity securities with readily determinable ffigarket values. Overall, the amount of supplermgntapital included as part
total capital cannot exceed 100% of core capital.

At December 31, 2008, the Bank’s capital exceedezbalicable requirements.

Loans-to-One-Borrower A federal savings bank generally may not make a tweextend credit to a single or related groupafowers in
excess of 15% of unimpaired capital and surplusaddgitional amount may be loaned, equal to 10%nahpaired capital and surplus, if the
loan is secured by readily marketable collateralictv generally does not include real estate. ABedember 31, 2008, the Bank was in
compliance with the loans-to-one-borrower limitago

Qualified Thrift Lender TestAs a federal savings bank, the Bank is subjectdoaified thrift lender, or “QTL,” test. Under tH@TL test, the
Bank must maintain at least 65% of its “portfolgsats” in “qualified thrift investments” in at léasne months of the most recent 12-month
period. “Portfolio assets” generally means totalets of a savings institution, less the sum of ifipddiquid assets up to 20% of total assets,
goodwill and other intangible assets, and the vafygroperty used in the conduct of the savingkisalpusiness.

“Qualified thrift investments” include various typef loans made for residential and housing purpdsgestments related to those purposes,
including certain mortgage-backed and related $&esirand loans for personal, family, household e@rtain other purposes up to a limit of
20% of portfolio assets. “Qualified thrift investnts” also include 100% of an institutian¢redit card loans, education loans and smalhless
loans. The Bank also may satisfy the QTL test alifping as a “domestic building and loan assooigtias defined in the Internal Revenue
Code of 1986. At December 31, 2008, the Bank maiathapproximately 66.05% of its portfolio assetsjualified thrift investments, and as
that date, satisfied the QTL test. A savings béuak fails the QTL test must either convert to akbelmarter or operate under specified
restrictions, including limits on growth, branchjmgew investment, FHLBC advances and dividends.

Capital Distributions.The regulations of the OTS govern capital distiitng by a federal savings bank, which include ahiglidends, stock
repurchases and other transactions charged tadtirition’s capital account. A savings bank milstdn application for approval of a capital
distribution if:

» the total capital distributions for the applicabldendar year exceed the sum of the savings baekmcome for that year to date
plus the savings ba'’s retained net income for the preceding two ye

» the savings bank would not be at least adequasgdifatized following the distributior
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« the distribution would violate any applicable statuegulation, agreement or C-imposed condition; ¢
» the savings bank is not eligible for expeditedtremnt of its filings.

Even if an application is not otherwise requirecerg savings bank that is a subsidiary of a holdiogipany must still file a notice with the
OTS at least 30 days before the board of directectares a dividend or approves a capital distiobut

The OTS may disapprove a notice or application if:
» the savings bank would be undercapitalized follagatime distribution
» the proposed capital distribution raises safetysmddness concerns;
» the capital distribution would violate a prohibiticontained in any statute, regulation or agreen

Liquidity. A federal savings bank is required to maintainfidant amount of liquid assets to ensure its safd sound operation.

Community Reinvestment Act and Fair Lending Lawall savings banks have a responsibility under tioen@unity Reinvestment Act
(“CRA™) and related regulations of the OTS to halpet the credit needs of their communities, inelgdow and moderate income
neighborhoods. In connection with its examinatiba éederal savings bank, the OTS is required tduate and rate the savings bank’s record
of compliance with the CRA. In addition, the Eq@aiedit Opportunity Act and the Fair Housing Act Ipitdit lenders from discriminating in
their lending practices on the basis of charadtesispecified in those statutes. A savings bafdilare to comply with the provisions of the
CRA could, at a minimum, result in regulatory rigtons on its activities. The failure to complytivthe Equal Credit Opportunity Act and the
Fair Housing Act could result in enforcement acsitny the OTS, as well as other federal regulatggnaies and the Department of Justice.
OTS has rated the Bank’s CRA performance as “Oudétg,” the highest possible rating, in all CRA f8emance Evaluations the OTS has
completed on the Bank since 1999.

Privacy StandardsFinancial institutions are subject to regulatiompliementing the privacy protection provisions af tBramm-Leach-Bliley
Act. These regulations require the Bank to discltsprivacy policy, including identifying with whm it shares “nonpublic personal
information” to customers at the time of establighihe customer relationship and annually theredfteaddition, the Bank is required to
provide its customers with the ability to “opt-owtf or consent to having the Bank share their nbtippersonal information with unaffiliated
third parties before it can disclose such informmatisubject to certain exceptions. The implememtatf these regulations did not have a
material adverse effect on the Bank. The Gramm-hdlidey Act also allows each state to enact legish that is more protective of
consumers’ personal information.

The OTS and other federal banking agencies havetediguidelines establishing standards for safefjugucustomer information to impleme
certain provisions of the Gramm-Leach-Bliley Achelguidelines describe the agencies’ expectatimnthé creation, implementation and
maintenance of an information security program,clvhivould include administrative, technical and pbgissafeguards appropriate to the size
and complexity of a financial institution and theture and scope of its activities. The standartfosth in the guidelines are intended to ensure
the security and confidentiality of customer recoathd information, to protect against any anti@dahreats or hazards to the security or
integrity of such records, and to protect agaimstuthorized access to or use of such records er gtformation that could result in substantial
harm or inconvenience to any customer. The Bankrhpemented these guidelines, and such implemientatis not had a material adverse
effect on our operations.

Transactions with Related Parties federal savings bank’s authority to engage ingeactions with its “affiliates” is limited by OTS
regulations and by Sections 23A and 23B of the FddReserve Act and its implementing RegulationTWve term “affiliates” for these
purposes generally means any company that comrassunder



common control with an insured depository instantialthough subsidiaries of federal savings bam&gyenerally not considered affiliates for
the purposes of Sections 23A and 23B of the FedRaakrve Act. The Company is an affiliate of thalBdn general, transactions with
affiliates must be on terms that are as favorabléé savings bank as comparable transactionsnoeithaffiliates. In addition, certain types of
these transactions are restricted to an aggregatemqtage of the savings bank’s capital. Collaterapecified amounts must usually be
provided by affiliates in order to receive loansnfrthe savings bank. OTS regulations also prohilsivings bank from lending to any of its
affiliates that are engaged in activities thatrasepermissible for bank holding companies, andhfpurchasing the securities of any affiliate,
other than a subsidiary.

The Bank’s authority to extend credit to its diggst executive officers and 10% stockholders, dbageo entities controlled by such persons,
is currently governed by the requirements of Sesti22(g) and 22(h) of the Federal Reserve Act aaguRtion O of the Federal Reserve
Board. Among other things, these provisions reqgihiat extensions of credit to insiders be madesams that are substantially the same as, anc
follow credit underwriting procedures that are lests stringent than, those prevailing for comparatainsactions with unaffiliated persons and
that do not involve more than the normal risk gfaygment or present other unfavorable featuresnahéxceed certain limitations on the
amount of credit extended to such persons, indallgwand in the aggregate, which limits are bageg@art, on the amount of the Baslcapital

In addition, extensions of credit in excess ofaiartimits must be approved by the Bank’s Boar@®oéctors. The Bank does not extend credit
to its directors and executive officers.

Enforcement.The OTS has primary enforcement responsibility dederal savings institutions, and has the authaoibring enforcement
action against the Bank and all “institution-aftied parties,” including stockholders, attorneysmraisers and accountants who knowingly or
recklessly participate in wrongful action likely t@ve an adverse effect on an insured instituff@nmal enforcement action may range from
the issuance of a capital directive or cease anidtderder to removal of officers and/or directofshe institution, receivership, conservators
or the termination of deposit insurance. Civil mamg penalties cover a wide range of violations actibns, and range up to $25,000 per day,
unless a finding of reckless disregard is madwtiith case penalties may be as high as $1 millerday. The FDIC also has the authority to
recommend to the Director of the OTS that enforagraetion be taken with respect to a particulairggssinstitution. If action is not taken by
the Director, the FDIC has authority to take actioer specified circumstances.

Standards for Safety and SoundneFederal law requires each federal banking agenpyescribe certain standards for all insured deposi
institutions. These standards relate to, among otfiregs, internal controls, information systems andit systems, loan documentation, credit
underwriting, interest rate risk exposure, assetvtt, compensation and other operational and maizhgéandards as the agency deems
appropriate. The federal banking agencies adoptieddgency Guidelines Prescribing Standards foet$aihd Soundness to implement the
safety and soundness standards required undeaféaler The guidelines set forth the safety anchslmess standards that the federal banking
agencies use to identify and address problemsatéd depository institutions before capital becoimgaired. The guidelines address internal
controls and information systems, internal audétesns, credit underwriting, loan documentatiorgriest rate risk exposure, asset growth,
compensation, fees and benefits. If the appropféateral banking agency determines that an ingitufils to meet any standard prescribed by
the guidelines, the agency may require the ingtituio submit to the agency an acceptable plarchiese compliance with the standard.

Prompt Corrective Action RegulationUnder the prompt corrective action regulations,@e is required and authorized to take supervisory
actions against undercapitalized savings bankstHf®purpose, a savings bank is placed in onbefdllowing five categories based on the
savings bank’s capital:

» well-capitalized (at least 5% leverage capital, 6%Zliesk-based capital and 10% total 1-based capital
» adequately capitalized (at least 4% leverage daghatier 1 risl-based capital and 8% total r-based capital]
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« undercapitalized (less than 3% leverage capitaltidfd risl-based capital or 8% total r-based capital’
» significantly undercapitalized (less than 3% legeraapital, 3% tier 1 ri-based capital or 6% total r-based capital); an
» critically undercapitalized (less than 2% tangitégital).

Generally, the banking regulator is required tocapipa receiver or conservator for a savings baak is “critically undercapitalized.” The
regulation also provides that a capital restoragilam must be filed with the OTS within 45 day<td date a bank receives notice that it is
“undercapitalized,” “significantly undercapitaliZedr “critically undercapitalized.” In addition, meerous mandatory supervisory actions
become immediately applicable to the savings bimtkyding, but not limited to, restrictions on grthyinvestment activities, capital
distributions and affiliate transactions. The OT&ynalso take any one of a number of discretionapgsvisory actions against undercapitali
savings banks, including the issuance of a cagitattive and the replacement of senior executffieess and directors.

At December 31, 2008, the Bank met the critericbfging considered “well-capitalized.”

Insurance of Deposit AccountThe Bank is a member of the Deposit Insurance Ktied“DIF"), which is administered by the FDIC. Dt
accounts at the Bank are insured by the FDIC, gdigarp to a maximum of $100,000 for each sepaydtelured depositor and up to a
maximum of $250,000 for self-directed retiremerg@amts. However, the FDIC increased the depositraree available on all deposit
accounts to $250,000, effective until December2BD9. In addition, certain noninterest-bearinggeantion accounts maintained with financial
institutions participating in the FDIC’s Transactidccount Guarantee Program are fully insured idigas of the dollar amount until
December 31, 2009. The Bank has opted to parteipate FDIC’s Transaction Account Guarantee RnogrSee “Temporary Liquidity
Guarantee Program” below.

The FDIC imposes an assessment against all deposisiitutions for deposit insurance. This asses#s based on the risk category of the
institution and, prior to 2009, ranged from fivedt® basis points of the institution’s deposits. @ctober 7, 2008, as a result of decreases in the
reserve ratio of the DIF, the FDIC issued a profdosée establishing a Restoration Plan for the Dlte rulemaking proposed that, effective
January 1, 2009, assessment rates would incre#senuily by seven basis points for the first qua2809 assessment period. The rulemaking
proposed to alter the way in which the FDIC’s rissed assessment system differentiates for rislsetnoew deposit insurance assessment
rates, effective April 1, 2009. Under the proposdd, the FDIC would first establish an instituti®imitial base assessment rate. This initial
base assessment rate would range, depending oskleategory of the institution, from 10 to 45 isgsoints. The FDIC would then adjust the
initial base assessment (higher or lower) to olttaéntotal base assessment rate. The adjustmérd initial base assessment rate would be
based upon an institution’s levels of unsecured,dszured liabilities, and brokered deposits. fOit@l base assessment rate would range from
eight to 77.5 basis points of the institution’s dgips. On December 22, 2008, the FDIC publisheéda fule raising the current deposit
insurance assessment rates uniformly for all insbihs by seven basis points (to a range from BDtbasis points) for the first quarter of 2009.
However, the FDIC approved an extension of the centrperiod on the parts of the proposed rulemattinggwould become effective on

April 1, 2009. The FDIC expects to issue a secama fule early in 2009, to be effective April 9@, to change the way that the FDIC's
assessment system differentiates for risk andttnese assessment rates beginning with the secoadeswf 2009.

Insurance of deposits may be terminated by the Ripi@h a finding that an institution has engagedrisafe or unsound practices, is in an
unsafe or unsound condition to continue operatrsas violated any applicable law, regulationgyarder or condition imposed by the FDIC.
We do not currently know of any practice, conditarviolation that might lead to termination of aleposit insurance.

In addition to the FDIC assessments, the FinanCimigooration (“FICO”) is authorized to impose andledt, with the approval of the Federal
Deposit Insurance Corporation, assessments faripated payments, issuance costs and custodiabfebends issued by the FICO in the
1980s to recapitalize the former Federal Savingslaan



Insurance Corporation. The bonds issued by the FifeQlue to mature in 2017 through 2019. For tteetgquended December 31, 2008, the
annualized FICO assessment was equal to 1.10 fhaisis for each $100 in domestic deposits mainthatean institution.

Temporary Liquidity Guarantee ProgranOn October 14, 2008, the FDIC announced a new prnogf the Temporary Liquidity Guarantee
Program. This program has two components — The Behtantee Program and the Transaction AccountaBtee Program. The Debt
Guarantee Program guarantees newly issued sersecured debt of a participating organization, upetdain limits established for each
institution, issued between October 14, 2008 amé B0, 2009. The FDIC will pay the unpaid principatl interest on an FDIC-guaranteed
debt instrument upon the uncured failure of theigigating entity to make a timely payment of piijged or interest in accordance with the
terms of the instrument. The guarantee will reniaieffect until June 30, 2012. In return for thelEDs guarantee, participating institutions \
pay the FDIC a fee based on the amount and matfritye debt. The Bank and the Company have optétbrparticipate in the Debt
Guarantee Program.

The Transaction Account Guarantee Program provigefederal deposit insurance coverage for noesiest bearing transaction deposit
accounts, regardless of dollar amount, until Deam3i, 2009. An annualized 10 basis point assedsomdpalances in noninterest-bearing
transaction accounts that exceed the existing dteipssrance limit of $250,000 will be assessedaquarterly basis to insured depository
institutions that have not opted out of this comgrarof the Temporary Liquidity Guarantee Prograime Bank has opted to participate in the
Transaction Account Guarantee Program.

U.S. Treasury’s Troubled Asset Relief Program CapiPurchase ProgramOn October 3, 2008, the Emergency Economic Stalitin Act o
2008 (“EESA”) was enacted that provides the U.Sr&ary of the Treasury with broad authority to lement certain actions to help restore
stability and liquidity to U.S. markets. One of g@visions resulting from the legislation is thetdbled Asset Relief Program Capital Purcl
Program (“CPP"), which provides direct equity intreent in perpetual preferred stock by the U.S. SueaDepartment in qualified financial
institutions. The program is voluntary and requiasnstitution to comply with a number of restiocis and provisions, including limits on
executive compensation, stock redemptions and idgida of dividends. The CPP provides for a minimarestment of one percent of total
risk-weighted assets and a maximum investment g¢quhk lesser of three percent of total risk-weaghassets or $25 billion. Participation in
the program is not automatic and is subject to @mdrby the U.S. Treasury Department. The Compautgdonot to participate in the CPP.

Prohibitions Against Tying Arrangement#ederal savings banks are prohibited, subjectrtesexceptions, from extending credit to or
offering any other service, or fixing or varyingethonsideration for such extension of credit oviser on the condition that the customer ob
some additional service from the institution oraffiliates or not obtain services of a competibthe institution.

Federal Home Loan Bank Systerithe Bank is a member of the Federal Home Loan Eeyrstem, which consists of 12 regional Federal H
Loan Banks. The Federal Home Loan Bank System geava central credit facility primarily for membestitutions. As a member of the
FHLBC, the Bank is required to acquire and holdssaf capital stock in the FHLBC in an amounteaist equal to 1% of the aggregate
principal amount of its unpaid residential mortgémpns and similar obligations at the beginningath year, ot/ 200f its borrowings from
the FHLBC, whichever is greater. As of December28l)8 the Bank was in compliance with this requiain

Federal Reserve System

Federal Reserve Board regulations require saviagksto maintain noninterest-earning reserves agtieir transaction accounts, such as
negotiable order of withdrawal and regular checkdogounts. At December 31, 2008 the Bank was imptiance with these reserve
requirements. The balances maintained to meeterve requirements imposed by the Federal ReBeranel may be used to satisfy liquidity
requirements imposed by the OTS.
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The USA PATRIOT Act and the Bank Secrecy Act

The USA PATRIOT Act and the Bank Secrecy Act regdiinancial institutions to develop programs toedétind report money-laundering and
terrorist activities, as well as suspicious adidgt The USA PATRIOT Act also gives the federal gmvnent new powers to address terrorist
threats through enhanced domestic security megsuxpanded surveillance powers, increased infoonatharing and broadened anti-money
laundering requirements. The federal banking agsnatie required to take into consideration theceffeness of controls designed to combat
moneyfaundering activities in determining whether to e a merger or other acquisition application afi@mber institution. Accordingly,
we engage in a merger or other acquisition, outrotmdesigned to combat money laundering woulddresidered as part of the application
process. In addition, non-compliance with theseslawd regulations could result in fines, penahied other enforcement measures. We have
developed policies and continue to augment proesdand systems designed to comply with these ladisegulations.

Holding Company Regulation

The Company is a unitary savings and loan holdorggany, subject to regulation and supervision ley@T'S. The OTS has enforcement
authority over the Company and its non-savingstutgin subsidiaries. Among other things, this auity permits the OTS to restrict or
prohibit activities that are determined to be & tisthe Bank.

Under prior law, a unitary savings and loan holdioghpany generally had no regulatory restrictiomshe types of business activities in which
it could engage, provided that its subsidiary sgzibank was a qualified thrift lender. The GramnadteBliley Act of 1999, however, restricts
the activities of unitary savings and loan holdamgnpanies not existing on, or applied for beforayM, 1999, to those permissible for finan
holding companies or for multiple savings and lbaiding companies. The Company is not a grandfathanitary savings and loan holding
company, and therefore is limited to the activipesmissible for financial holding companies or fioultiple savings and loan holding
companies. A financial holding company may engagactivities that are financial in nature, incluglimnderwriting equity securities and
insurance, incidental to financial activities ongadementary to a financial activity. A multiple $ags and loan holding company is generally
limited to activities permissible for bank holdingmpanies under Section 4(c)(8) of the Bank Holdimgnpany Act, subject to the prior
approval of the OTS, and certain additional adgsgitauthorized by OTS regulations.

Federal law prohibits a savings and loan holdinggany, directly or indirectly, or through one ormasubsidiaries, from acquiring control of
another savings institution or holding company ¢eérwithout prior written approval of the OTSalso prohibits the acquisition or retention
of, with specified exceptions, more than 5% of ékeity securities of a company engaged in actwitiet are not closely related to banking or
financial in nature or acquiring or retaining cahf an institution that is not federally insuréd.evaluating applications by holding compat
to acquire savings institutions, the OTS must agrsihe financial and managerial resources anddyitospects of the savings institution
involved, the effect of the acquisition on the riskhe insurance fund, the convenience and nefettie @ommunity and competitive factors.

Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act of 2002 was enacted in respto public concerns regarding corporate accoiityan connection with certain
accounting scandals. The stated goals of the Sasb@rley Act are to increase corporate responsipih provide for enhanced penalties for
accounting and auditing improprieties at publichdied companies, and to protect investors by impgothe accuracy and reliability of
corporate disclosures pursuant to the securitigs.l@he Sarbanes-Oxley Act generally applies to@ihpanies that file or are required to file
periodic reports with the Securities and Exchangm@ission, under the Securities Exchange Act 0#193

The Sarbanes-Oxley Act includes specific additiatistlosure requirements, requires the SecuritidlsExchange Commission and national
securities exchanges to adopt extensive additaisalosure, corporate governance and other refated, and mandates further studies of
certain issues by the Securities and Exchange Cssioni. The Sarbanes-Oxley Act represents signifiateral involvement in matters
traditionally left to state regulatory systems,tsas the regulation of the accounting professiod,ta state corporate law, such as the
relationship between a board of directors and mamagt and between a board of directors and its Gtiees.
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Federal Securities Laws

The Company’s common stock is registered with theuBties and Exchange Commission under the SeaziEixchange Act of 1934, as
amended. The Company is subject to the informapooxy solicitation, insider trading restrictionsdaother requirements of the Securities
Exchange Act of 1934.

Taxation

Federal Taxation.The Company and the Bank are subject to federahiectaxation in the same general manner as othpoicdions, with
some exceptions discussed below. The followingudision of federal taxation is intended only to siarine material federal income tax
matters and is not a comprehensive descriptiohefax rules applicable to the Company and the Bank

Method of Accounting. For federal income tax purposes, the Company ctlyregports its income and expenses on the acone#hod of
accounting and uses a tax year ending Decembaenr3ilitig its consolidated federal income tax retsirThe Small Business Protection Act of
1996 eliminated the use of the reserve method adatting for bad debt reserves by savings institigtj effective for taxable years beginning
after 1995.

Bad Debt ReservePrior to the Small Business Protection Act of 198@, Bank was permitted to establish a reserveddrdebts for tax
purposes and to make annual additions to the res&€hese additions could, within specified formlidgts, be deducted in arriving at the
Bank’s taxable income. As a result of the Small Busifssection Act of 1996, the Bank must use the ifigezharge off method in computii
its bad debt deduction for tax purposes.

Taxable Distributions and Recapturérior to the Small Business Protection Act of 198 debt reserves created prior to 1988 were &tubje
to recapture into taxable income if the Bank failedneet certain thrift asset and definition testsee Small Business Protection Act of 1996
eliminated these thrift-related recapture ruleswkleer, under current law, pre-1988 reserves remdifect to tax recapture should the Bank
make certain distributions from its tax bad delserge or cease to maintain a financial institutibarter. At December 31, 2008 the Bank’s
total federal pre-1988 reserve was approximatetyS$inillion. This reserve reflects the cumulativieets of federal tax deductions by the
Bank for which no federal income tax provision bagn made.

Alternative Minimum Tax.The Internal Revenue Code of 1986, as amended sespan alternative minimum tax at a rate of 20% base of
regular taxable income plus certain tax preferenederred to as “alternative minimum taxable ineohThe alternative minimum tax is
payable to the extent alternative minimum taxabé®ime is in excess of an exemption amount. Netatiperlosses can, in general, offset no
more than 90% of alternative minimum taxable income

Net Loss CarryoversA financial institution may carry back net opergtinsses to the preceding two taxable years (fesryfor losses
incurred in 2001 and 2002) and forward to the seditey 20 taxable years. At December 31, 2008 thag2amy had no net operating loss
carryforward for federal income tax purposes. At&aber 31, 2008 the Company included in deferredsaets an $340,000 asset for capital
loss carryforwards, which expires in 2011. Basednuprojections of future taxable income, includaapital gains, management believes th

is more likely than not that the deferred tax as8éll be fully realized and thus a valuation alknvee is not needed.

Corporate DividendsWe may exclude from our income 100% of dividena®ieed from the Bank as a member of the sameat#ii group of
corporations.

State and Local TaxationWe pay income tax to the State of Illinois. As ariand business corporation, we are required &dilnual returns
and pay annual fees to the State of Maryland,tmgd fees are not material in amount. At Decembe?@8 the Company had no net
operating loss carryforward for state income tasppaes.
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ITEM 1A. RISK FACTORS

The risks set forth below may adversely affectlmusiness, financial condition and operating restitaddition to the risks set forth below and
the other risks described in Item 1, Business, Boav.ooking Statements, and Item 7, ManagemengsBision and Analysis of Financial
Condition and Results of Operations, there may bésadditional risks and uncertainties that arecnotently known to us or that we currently
deem to be immaterial that could materially andeaisigly affect our business, financial conditioroperating results. As a result, past financial
performance may not be a reliable indicator of feifperformance, and historical trends should natdsel to anticipate results or trends in
future periods.

Changes in Market Interest Rates Could Adversely Atct Our Financial Condition and Results of Operatons

Our financial condition and results of operatiors significantly affected by changes in marketriest rates because our assets, primarily I
and our liabilities, primarily deposits, are momgta nature. Our results of operations depend tambiglly on our net interest income, which is
the difference between the interest income tha¢ae on our interest-earning assets and the inexpsnse that we pay on our interiesaring
liabilities. We are unable to predict changes inkatinterest rates that are affected by many fadteyond our control, including inflation,
recession, unemployment, money supply, domestidraachational events and changes in the UniteteStand other financial markets. Our
net interest income is affected not only by theslend direction of interest rates, but also bydhape of the yield curve and relationships
between interest sensitive instruments and keyedriates, including credit risk spreads, and bameg sheet growth, customer loan and de
preferences and the timing of changes in thesabias which themselves are impacted by changesikeninterest rates. As a result, changes
in market interest rates can significantly impaat net interest income as well as the fair marledtiation of our assets and liabilities.

Our Nonresidential Real Estate Loans, Multi-familyMortgage Loans, Construction and Land Loans, Commarial Loans and
Commercial Leases Expose Us to Increased Credit Rs

At December 31, 2008 our portfolio of nonresiddniial estate loans totaled $342.3 million, or 26 Gf total loans; our portfolio of multi-
family mortgage loans totaled $305.3 million, or&2 of total loans; our portfolio of constructiondaland loans totaled $49.5 million, or 3.9%
of total loans; our portfolio of commercial loamgaled $77.6 million, or 6.1% of total loans; and portfolio of commercial leases totaled
$175.8 million, or 13.7% of total loans. Though niean activity in some categories will be more tiedi than others based on economic and
market conditions, we plan to continue to origindese types of loans and retain them in our platfalthough we may participate portions of
some of these loans to other financial institutidrisese types of loans may have greater credithik one- to foufamily residential mortgac
loans because repayment of the loans often dementie successful business operations of the berdiihese loans typically have larger I
balances to single borrowers or groups of relatedolvers compared to one- to four-family residdntiartgage loans. Many of our borrowers
also have more than one nonresidential real estatki-family mortgage, construction or commerdadn or lease outstanding with us.
Consequently, an adverse development involvingawmaore loans or credit relationships can expose sgynificantly greater risk of loss
compared to an adverse development involving a anfur-family residential mortgage loan.

Our Concentration of Loans within Certain Segmentsf the Healthcare Industry Exposes Us to Increase@redit Risk

At December 31, 2008, we had $47.8 million of loemkealthcare providers, including loans to ngdiomes and hospice care companies anc
leases to hospitals for equipment. These loangsepted 3.7% of our total loan portfolio as of thate. Of these loans, $13.6 million, or
28.5%, were collateralized by real estate. The nedes consisted of working capital lines of cresiitured by government accounts receivable,
of which we are a joint payee, or by leased equigimenans to healthcare providers have unique tristtis. A healthcare provider’s income
stream is subject to many factors beyond the cbotfrihe healthcare provider, including the riskttthe provider will not be reimbursed for all
services provided. The State of lllinois has exgrared budget shortfalls in recent years, causitayslén state reimbursement for healthcare
costs. Government reimbursement rates are alsedubjchange, including retroactive adjustments.@xample, a significant overpayment to
a healthcare
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provider can result in the provider owing significgovernmental repayments to the federal or gfaternment. A healthcare provider’s
profitability also depends on its ability to maimta&ertain levels of occupancy. Unexpected declinexcupancy rates can restrict a provider’s
cash flow. Any of these factors can impair theigbdf our healthcare provider borrowers to makanloepayments, which could result in
significant loss to us.

At December 31, 2008 we recorded a charge-off 66§80 on a healthcare-related real estate loahestablished a specific loan loss reserve
allowance in the amount of $714,000 for a secontlestate loan to a healthcare provider and itkedéfd entities with an aggregate principal
balance of $4.2 million, due to ongoing cash flowd aeceivables lien priority issues, as well asttbeower’s inability to consummate pending
facility sales transactions. The loans to this bwer are also partially secured by additional ¢etia consisting of certain personal liquid
assets.

If Our Allowance for Loan Losses is Not Sufficiento Cover Actual Loan Losses, Our Earnings Could Deease

In the event that our loan customers do not repay toans according to the terms of the loans,thadollateral securing the repayment of
these loans is insufficient to cover any remairoan balance, we could experience significant loases or increase our provision for loan
losses or both, which could have a material adveffeet on our operating results. We make vari@sumptions and judgments about the
collectability of our loan portfolio, including thereditworthiness of our borrowers and the valuthefreal estate and other assets, if any,
serving as collateral for the repayment of our fakt December 31, 2008, our allowance for loasdssvas $14.7 million, representing 1.15%
of total loans and 108.0% of nonperforming loansfahat date. In determining the amount of ounwalince for loan losses, we rely on our |
quality reviews, our experience and our evaluatibaconomic conditions, among other factors. We alake assumptions concerning our
legal positions and the priority of our interestcontested legal or bankruptcy proceedings, atichas, we may lack sufficient information to
establish specific reserves for loans involveduchsproceedings.

Difficult Economic Conditions Have Adversely Affeced the Banking Industry

The capital, credit and financial markets have egpeed significant volatility and disruption forame than a year. These conditions have had
significant adverse effects on our national an@ll@conomies, including declining real estate valaewidespread tightening of the availability
credit, illiquidity in certain securities marketscreasing loan delinquencies, mortgage foreclasyrersonal and business bankruptcies and
unemployment rates, declining consumer confidencespending, significant write-downs of asset vallog financial institutions and
government-sponsored entities, and a reductionasfufacturing and service business activity andiatiional trade. These conditions have
also adversely affected the stock market generatig,have contributed to significant declines m titading prices of financial institution
stocks. We do not expect these difficult marketditions to improve over the short term, and a gardtion or worsening of these conditions
could exacerbate their adverse effects. The adwefsets of these condition could include increaedean delinquencies and charge-offs,
increases to the portion of our loan loss resdraeéwe base on national and local economic facitiocseases to our specific loan loss reserves
due to the impact of these conditions on specificdwers or the collateral for their loans, deddifre the value of our investment securities,
increases in our cost of funds due continued agiyesleposit pricing by local and national compesitwith liquidity needs, increases in
regulatory and compliance costs, core depositiatirdue to this aggressive deposit pricing andésrsumer concerns about the safety of their
deposits, and declines in the trading price ofammmon stock.

There Can Be No Assurance that the Emergency EconaeorStabilization Act of 2008 and the American Recaary and Reinvestment Act
Will Stabilize the U.S. Economy and Financial Syste

The U.S. Congress enacted the EESA in responée fonpact of the volatility and disruption in thepital and credit markets on the financial
sector. The U.S. Department of the Treasury (th8T¥ and the federal banking regulators are impletng a number of programs under this
legislation that are intended to address theseittons and the asset quality, capital and liquidstsues they have caused for certain financial
institutions and to improve the general availapitif credit for consumers and businesses. In addithe U.S. Congress recently enacted the
American Recovery and Reinvestment Act (“ARRA”)xin effort to save and create jobs, stimulate tf& Economy and promote long-term
growth and stability. There can be no assurandeBR8A, ARRA or the
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programs that are implemented under them will aghtbeir intended purposes. The failure of EESARRRor the programs that are
implemented under them to achieve their intendeggaes could result in a continuation or worsemihigurrent economic and market
conditions, and this could adversely affect ouaficial condition, results of operations, and/ortthding price of our common stock.

Since Our Business is Concentrated in the Chicago éfropolitan Area, a Downturn in the Economy of ThisArea May Adversely Affect
Our Business

Although we make certain types of loans and letsbsrrowers located in other states, our lendimdj @eposit gathering activities are
concentrated primarily in the Chicago metropoliéaea. Our success depends on the general econondiitions of this area and surrounding
areas. In addition, many of the loans in our loarifplio are secured by real estate located inChiago metropolitan area. Negative
conditions in the real estate markets where coihfer a mortgage loan is located could adveraéfgct the borrowes ability to repay the loz
and the value of the collateral securing the I6terl estate values are affected by various otleéors including real estate supply and dem
changes in general or regional economic conditemmsunemployment rates, interest rates, governinemés or policies and natural disasters.
Adverse changes in the regional and general ecormonig also reduce our growth rate, impair ourigbib collect loans and generally have a
negative effect on our financial condition and itssaf operations.

We Hold Certain Intangible Assets That Could Be Clasified As Impaired In the Future. If These Assetére Considered to Be Either
Partially or Fully Impaired In The Future, Our Earn ings Could Decrease

Pursuant to SFAS No. 14&podwill and Other Intangible Assetthe Company tests its goodwill and core depasitrigible assets for
impairment on a periodic basis. The impairmeningshcorporates the current market price of thenfany’s common shares, the estimated
net present value of the Company’s assets andifiedj and information concerning the terminaluation of similarly-situated insured
depository institutions. Given that the Companyarket value was below its tangible book value atddeber 31, 2008, and the material
decline in the trading prices of the common shafesmilarly-situated and other financial institutis that has resulted from, among other
things, current economic conditions, instabilitygiobal financial systems and markets, and a dedlirmerger and acquisition activity due to
asset valuation difficulties and the supply of &ss@d liabilities that is expected to result frBDIC liquidation activities, it is possible that
future impairment testing could result in a partiafull impairment of the value of the Companytsogiwill or core deposit intangible assets, or
both. If the Company determines that an impairnegigts at a given point in time, the Company’s gsys and the book value of the related
intangible asset(s) will be reduced by the amofitih® impairment. Notwithstanding the foregoingg tlesults of impairment testing on
goodwill and core deposit intangible assets willdhhittle or no impact on the Company’s tangibl®bealue or regulatory capital levels.

If Our Investment in the Federal Home Loan Bank ofChicago Is Classified as Other-Than-Temporarily Im@ired, Our Earnings Could
Decrease

We own common stock of the FHLBC. We hold the FHL&®nmon stock to qualify for membership in the Fatlelome Loan Bank System
and to be eligible to borrow funds under the FHL8&dvance program. The aggregate cost and faie wdlaur FHLBC common stock as of
December 31, 2008 was $15.6 million based on itvglaie. There is no market for our FHLBC commartkt Due to our receipt of stock
dividends and a reduction of our outstanding FHL&®ances, we owned shares of FHLBC common stobeegmber 31, 2008 with a par
value that was $6.2 million more than we were regfito own to maintain our membership, in the Falddome Loan Bank System and to be
eligible to obtain advances (“excess” or “voluntacgpital stock). During 2006, the FHLBC undertdokited redemptions of excess or
voluntary capital stock. We redeemed $9.8 millibexcess or voluntary FHLBC capital stock in 2006.

On October 10, 2007, the FHLBC entered into a cosis& cease and desist order with the Federal Hg#shance Board, now known as the
Federal Housing Finance Agency (“the FHFAnder the terms of the order, capital stock repasels and redemptions, including redempt

upon membership withdrawal or other terminatioe, @mohibited unless the FHLBC receives the prigrapal of the Director of the Office of
Supervision of the FHFA (the “Director”). The orddso provides that dividend declarations are suiltgethe prior written approval of the
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Director and required the FHLBC to submit a Capgtlicture Plan to the FHFA. The FHLBC has notalex any dividends since the order
was issued and it has not received approval ofpat&@&tructure Plan. In July of 2008, the FHFA awahed the order to permit the FHLBC to
repurchase or redeem newly-issued capital stoskpport new advances, subject to certain condisehs$orth in the order. Our FHLBC
common stock is not newly-issued and is not affébiethis amendment.

Recent published reports indicate that certain negrbbnks of the Federal Home Loan Bank System duoave materially lower regulatory
capital levels due to the application of certaincamting rules and asset quality issues. In aremérsituation, it is possible that the
capitalization of a Federal Home Loan Bank, inahgdihe FHLBC, could be substantially diminishedexduced to zero. Our FHLBC common
stock is accounted for in accordance with the AI@&@&ement of Position (“SOP”) No. 01&¢counting by Certain Entities that Lend to or
Finance the Activities of OtherSOP 01-6 provides that, for impairment testing pags, the value of long term investments such as ou
FHLBC common stock is based on the “ultimate recabitity” of the par value of the security withouggard to temporary declines in value.
Consequently, if events occur that give rise testattial doubt about the ultimate recoverabilityhe par value of our FHLBC common stock,
this investment could be deemed to be other-thapaearily impaired, and the impairment loss thatweaild be required to record would
cause our earnings to decrease by the after-taxatnodthe impairment loss.

Our Future Success Is Dependent On Our Ability to ©@mpete Effectively In The Highly Competitive Bankirg Industry

We face substantial competition in all phases ofaperations from a variety of different competto®ur future growth and success will
depend on our ability to compete effectively irsthighly competitive environment. To date, we hgk@vn our business successfully by
focusing on our geographic markets and emphasthiedigh level of service and responsiveness debiyeour customers. We compete for
loans, deposits and other financial services witleocommercial banks, thrifts, credit unions, len@ige houses, mutual funds, insurance
companies, real estate conduits, and specialinetidie companies. Many of our competitors offer pet&land services that we do not offer,
and many have substantially greater resourcesearttinlg limits, name recognition and market presehaebenefit them in attracting business.
In addition, larger competitors may be able to@t@ans and deposits more aggressively than wardbsmaller newer competitors may als
more aggressive in pricing loans and depositsderoto increase their market share. Some of tlanfiial institutions and financial services
organizations with which we compete are not sulijethe extensive regulations imposed on saving&$and their holding companies. As a
result, these nonbank competitors have certainrddgas over us in accessing funding and in progigtarious financial services.

Our Business May Be Adversely Affected by the Higlyl Regulated Environment In Which We Operate

We are subject to extensive federal and statelégigis, regulation, examination and supervisionc&ely enacted, proposed and future
legislation and regulations could have an adveifeeteon our business and operations. Our sucagssmis on our continued ability to comply
with these laws and regulations. Some of thesdadgns may increase our costs. While we canndiprevhat effect any future changes in
these laws or regulations or their interpretatimosild have on us, these changes or interpretatiaysadversely affect our future operations.

Trading Activity in the Company’s Common Stock Coul Result in Material Price Fluctuations

It is possible that trading activity in the Compangommon stock, including short-selling or sigcéfnt sales by current stockholders, could
result in material price fluctuations of the priper share of the Company’s common stock. In addisoch trading activity and the resultant
volatility could make it more difficult for the Camany to sell equity or equity-related securitieshie future at a time and price it deems
appropriate, or to use its stock as consideratoaf acquisitionSee “Our Ability to Successfully Conduct AcquisisdVill Affect Our Ability
to Grow Our Franchise and Compete Effectively im ®larketplace”.
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Our Return on Stockholders’ Equity Will Continue to Be Low Due to Our High Capital Level

Net income divided by average stockhol’ equity, known as return on equity, is a ratio tinany investors use to compare the performan

a financial institution to its peers. Our capi@hrains relatively high by industry standards peg@irmore optimal deployment of the additional
capital raised in our 2005 mutual-to-stock conwarslntil we can increase our net interest inconm reoninterest income, we expect our
return on equity to continue to be below the histdrindustry average, which may negatively affibet value of our shares of common stock.

The Bank’s Ability to Pay Dividends is Subject to Rgulatory Limitations Which, to the Extent the Company Requires Such Dividends
in the Future, May Affect its Ability to Pay Dividends

The Company is a separate legal entity from itsslidries and does not have significant operatadrits own. Dividends from the Bank
provide a significant source of cash for the Conypdine availability of dividends from the Bank imlted by various statutes and regulations.
Under the rules of the OTS, the Bank is not peaditb pay dividends on its capital stock to the @any, its sole stockholder, if the dividend
would reduce the Bank’s stockholder’s equity betbe amount of the liquidation account establisimedonnection with the mutual-to-stock
conversion. The Bank may pay dividends withoutapproval of the OTS only if the Bank meets its agglile regulatory capital requirements
before and after the payment of the dividends entbtal dividends do not exceed its net incomedie over the calendar year plus retained net
income over the preceding two years. It is possibd@ending upon the financial condition of the Band other factors, that the OTS could
assert that the payment of dividends or other paysnay the Bank are an unsafe or unsound practioefuse to issue any required prior
approvals. In the event the Bank is unable to peiglehds to the Company, the Company may not be tabpay dividends on its common
stock. Consequently, the potential inability toeiee dividends from the Bank could adversely aftaetCompany’s financial condition, results
of operations and prospects.

We Continually Encounter Technological Change, anday Have Fewer Resources Than Many of Our Competits to Continue to
Invest In Technological Improvements

The financial services industry is undergoing rapithnological changes, with frequent introductiohaew technology-driven products and
services. The effective use of technology increa$gsency and enables financial institutions titbr serve customers and to reduce costs
future success will depend, in part, upon our ghit address the needs of our customers by usttgiblogy to provide products and services
that will satisfy customer demands for conveniemsewell as to create additional efficiencies in @perations. Many of our competitors have
substantially greater resources to invest in teldgical improvements. We may not be able to effedyi implement new technology-driven
products and services or be successful in markétiese products and services to our customers.

Our Ability to Successfully Conduct Acquisitions Wil Affect Our Ability to Grow Our Franchise and Com pete Effectively in Our
Marketplace

On April 5, 2006, we completed the acquisition afivérsity National Bank. We will also consider fhessible acquisition of other banks,
thrifts and other financial services companiesrikgie or FDICassisted transactions to supplement internal gro@in efforts to acquire oth
financial institutions and financial service com@anmay not be successful. Other potential acqaiegist for most acquisition candidates,
creating competition that can affect the purchaszgor which the institution can be acquiredmany cases, our competitors have
significantly greater resources than we have, aadtgr flexibility to structure the consideratiar the transaction. We may not participate in
specific acquisition opportunities if we considee {proposed transaction unacceptable. We also otayerthe successful bidder in acquisition
opportunities that we pursue due to the willingnarsability of other potential acquirors to prop@skigher purchase price or more attractive
terms and conditions than we are willing or ableropose. If we are unable to or do not conducussitipns to supplement internal growth,
ability to deploy effectively the capital we raisiexthe offering, expand our geographic presenckimprove our results of operations could be
adversely affected.
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The Risks Presented by the Acquisition of Other In#tutions Could Adversely Affect Our Financial Condition and Results of Operation:

If we are successful in conducting acquisitionswilebe presented with many risks that could haveaterial adverse effect on our financial
condition and results of operations. An instituttbat we acquire may have unknown asset qualitiessr unknown or contingent liabilities
that we did not discover or fully recognize in thee diligence process, thereby resulting in ungrgted losses. The acquisition of other
institutions typically requires the integrationdifferent corporate cultures, loan and deposit potgl pricing strategies, data processing sys
and other technologies, accounting, internal aaniit financial reporting systems, operational preesspolicies, procedures and internal
controls, marketing programs and personnel of tugiiaed institution in order to make the transatconomically advantageous. The
integration process is complicated and time consgnand could divert our attention from other basgiconcerns and be disruptive to our
customers and the customers of the acquired itistituOur failure to successfully integrate an aeepliinstitution could result in the loss of |
customers and employees, and prevent us from anbiexpected synergies and cost savings. Acquisitadso result in professional fees,
purchase price adjustments, the amortization af deposit intangibles and other expenses that @ulvdrsely affect our earnings, and in
goodwill that could become impaired, requiring asdgcognize further charges. We may finance adiprisi with borrowed funds, thereby
increasing our leverage and reducing our liquiditywith potentially dilutive issuances of equiscsrrities.

FDIC Deposit Insurance Premiums Have Increased anMay Increase Further in the Future

The Federal Deposit Insurance Act, as amendediresgilhe FDIC to maintain a reserve ratio betwedb and 1.50 percent. The FDIC’s board
of directors must establish a designated resetieewéhin that range and sets assessment rat@&éd that target within a time-frame that the
board deems appropriate. If the reserve ratio Edlew 1.15 percent, the FDIC’s board is requieddtablish a restoration plan to bring the
reserve ratio back to 1.15 percent within five gedihe FDIC’s reserve ratio has declined over #s# pear due to costs associated with bank
failures and FDIC-assisted transactions, and therve ratio is expected to continue to declinetddature bank failures and FDIC-assisted
transactions. In addition, the FDIC basic insurazmesrage limit was temporarily increased to $2680,through December 31, 2009, and
certain types of deposit accounts will have unkaiteposit insurance coverage through that datseTimcreases have increased the aggregat
amount of deposits that the FDIC insures and tlawe lexposed the FDIC'’s deposit insurance fund terpially greater losses. The FDIC has
adopted a plan to restore the reserve ratio toettpaired level by increasing the deposit insuraassessment rates that it currently charges to
insured depository institutions. See “Supervisiod Regulation — Insurance of Deposit Accoungmy increase will have an adverse impac
our results of operations in 2009 and in futurergeand if the FDIC is required to increase itsad#pinsurance assessment rate beyond the
levels currently contemplated, the adverse impatbe exacerbated.

Various Factors May Make Takeover Attempts That YouWant to Succeed More Difficult to Achieve, Which May Affect the Value of
Shares of Our Common Stock

Provisions of our articles of incorporation andaws, federal regulations, Maryland law and variother factors may make it more difficult
companies or persons to acquire control of the Gompvithout the consent of our board of directdi@u may want a takeover attempt to
succeed because, for example, a potential acqeordd offer a premium over the then prevailing erid our shares of common stock. The
OTS regulations prohibit the direct or indirect aisition of more than 10% of any class of equitguséty of a converted savings institution
without the prior approval of the OTS. Provisiori®ar articles of incorporation and bylaws also magke it difficult to remove our current
board of directors or management if our board céalors opposes the removal. We have elected soltject to the Maryland Business
Combination Act, which places restrictions on mesgend other business combinations with large $ioiders. In addition, our articles of
incorporation provide that certain mergers and ro¢irailar transactions, as well as amendments tadicles of incorporation, must be
approved by stockholders owning at least two-thafdsur shares of common stock entitled to votéhenmatter unless first approved by at
least two-thirds of the number of our authorizegcliors, assuming no vacancies. If approved bgast ltwo-thirds of the number of our
authorized directors, assuming no vacancies, ttienamust still be approved by a majority of ouasds entitled to vote on the matter. In
addition, a director can be removed from officet, dmly for cause, if such removal is approved lmgckholders owning at least twbirds of ou
shares of common stock entitled to vote on theandttowever, if at least two-thirds of the numb&oor authorized directors
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(assuming no vacancies) approves the removal wéatdr, the removal may be with or without causg, must still be approved by a majority
of our voting shares entitled to vote on the mateditional provisions include limitations on theting rights of any beneficial owners of
more than 10% of our common stock. Our bylaws, tvigian only be amended by the board of directoss, @ntain provisions regarding the
timing, content and procedural requirements focldtolder proposals and nominations.

Non-Compliance with USA PATRIOT Act, Bank Secrecy At, or Other Laws and Regulations Could Result in Fhes or Sanctions, and
Curtail Expansion Opportunities

Financial institutions are required under the USSTRIOT and Bank Secrecy Acts to develop programgrévent financial institutions from
being used for money laundering and terrorist &@s. Financial institutions are also obligatedik® suspicious activity reports with the U.S.
Treasury Department’s Office of Financial Crimegdtcement Network if such activities are detectBukse rules also require financial
institutions to establish procedures for identifyend verifying the identity of customers seekim@pen new financial accounts. Failure or the
inability to comply with these regulations couldué in fines or penalties, curtailment of expansipportunities, intervention or sanctions by
regulators and costly litigation or expensive addil controls and systems. During the last fewyeseveral banking institutions have rece
large fines for non-compliance with these laws eglilations. We have developed policies and coatinlaugment procedures and systems
designed to assist in compliance with these lawisragulations.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
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ITEM 2. PROPERTIES

As of December 31, 2008 the net book value of eap@rties was $29.9 million. The following is &t li§ our offices:

Burr Ridge (Executive Office)
15W060 North Frontage Road

Burr Ridge, IL 6052°

Calumet City
1901 Sibley Boulevard
Calumet City, IL 6040¢

Calumet Parl
1333 W. 127th Street
Calumet Park, IL 6082

Chicago - Hyde Park
1354 East 55th Street
Chicago, IL 6061!

Chicago- Hyde Park Eas
55th at Lake Park Avenue
Chicago, IL 6061!

Chicago Ridge
6415 W. 95th Street
Chicago Ridge, IL 6041

Chicago- Lincoln Park
2424 N. Clark Street

Chicago- Lincoln Park, IL 6061«

Deerfield
630 N. Waukegan Road
Deerfield, IL 6001¢

Hazel Crest
3700 W. 183rd Street
Hazel Crest, IL 6042

Joliet
1401 N. Larkin
Joliet, IL 6043E

Lincolnshire
One Marriott Drive
Lincolnshire, IL 6006¢

Lincolnwood
3443 W. Touhy
Lincolnwood, IL 6071%

Naperville
1200 East Ogden Avenue
Naperville, IL 6056:

North Libertyville
1409 W. Peterson Road
Libertyville, IL 60048

Northbrook
1368 Shermer Road
Northbrook, IL 6006

Olympia Fields
21110 S. Western Avenue
Olympia Fields, IL 6046:

Orland Park
48 Orland Square Drive
Orland Park, IL 6046

Schaumburg
1005 Wise Road
Schaumburg, IL 6019

South Libertyville
1123 S. Milwaukee Avenue Libertyville,
IL 60048

Except for our Chicago-Lincoln Park, Northbrookdattlyde Park East offices, which are leased, atiusfoffices are owned. In addition to the
above listed properties, we also operate two EspBeanch facilities and two remote ATMs on sitesvehwe do not have a full service

banking office.

ITEM 3. LEGAL PROCEEDINGS

The Company and its subsidiaries are subject iowsategal actions arising in the normal coursbuginess. In the opinion of management,
based on currently available information, the negoh of these legal actions is not expected teeltematerial adverse effect on the Company’s

results of operations.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

During the fourth quarter of the fiscal year covkby this report, the Company did not submit anytensa to the vote of security holders.
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PART Il

ITEM 5. MARKET FOR REGISTRANT 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER
PURCHASES OF EQUITY SECURITIES

Our shares of common stock are traded on the NaGtdrpal Select Market under the symbol “BFIN.” Téqgproximate number of holders of
record of the Company’s common stock as of Decer@beP008 was 1,965. Certain shares of the Compammyrhmon stock are held in
“nominee” or “street” name, and accordingly, thentner of beneficial owners of such shares is notkmor included in the foregoing number.

The following table presents quarterly market infation provided by the Nasdaq Stock Market forGloenpany’s common stock and cash
dividends paid for the periods ended December 328 2nd 2007.

Cash
Dividends

2007 and 2008 Quarterly Periods High Low Close Paid
Quarter ended December 31, 2( $14.9¢ $ 9.07 $10.1¢ $ 0.07
Quarter ended September 30, 2! 15.9¢ 12.7C 14.6¢ 0.07
Quarter ended June 30, 2C 16.1¢ 13.0C 13.01 0.07
Quarter ended March 31, 20 16.4¢ 13.6€ 15.91] 0.07
Quarter ended December 31, 2( $16.67 $14.5¢ $15.8. $ 0.07
Quarter ended September 30, 2! 16.3¢ 13.01 15.8: 0.07
Quarter ended June 30, 2C 16.7¢  15.4t  15.4¢ 0.07
Quarter ended March 31, 20 17.9¢ 16.1C 16.2i 0.07

For a discussion of the Bank’s ability to pay dends, see Part |, Item |, Business - “Supervisimh Regulation—Federal Banking
Regulation—Capital Distributions.”

Recent Sales of Unregistered Securities
The Company had no sales of unregistered stochkgitie quarter ended December 31, 2008.

Repurchases of Equity Securities

The following table sets forth information in comtien with the repurchases of our common stock were made pursuant to our stock
repurchase program during the fourth quarter 08200

Total

Maximum
Number of Number of
Shares Shares that
Purchased May Yet be
as Part of Purchased
Publicly under the
NTotgl A\éeyage Announcec Plans or
umber rice
of Shares Paid per Plans or Programs
Period Purchasec Share Programs )
October 1, 2008 through October 31, 2! 54,200 $11.32: 54,20( 265,60(
November 1, 2008 through November 30, 2 55,50( $10.40¢ 55,50C 1,450,501
December 1, 2008 through December 31, Z 8,00C $ 9.39¢ 8,00C 1,442,501
Totals 117,70C $10.75¢ 117,70(

(1) Our Board of Directors has authorized the repase of up to 5,047,423 shares of our common sto@ccordance with this
authorization, we had repurchased 3,604,923 slodims common stock as of December 31, 2008. Theeotishare repurchase
authorization will expire on May 15, 2009, unlesteaded.
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Stock Performance Graph

The following Performance Graph and related infotima shall not be deemed “soliciting material” av be “filed” with the Securities and
Exchange Commission, nor shall such informatiomberporated by reference into any future filingden the Securities Act of 1933
Securities Exchange Act of 1934, each as amendedpeto the extent that the Company specificattpiiporates it by reference into such
filing.

We completed our mutual-to-stock conversion on 812005, in connection with which the Companylsm aggregate of 24,466,250 shares
of common stock at a price of $10.00 per share.Gtmmpany’s common stock began trading on the NaStiack Market under the symbol
“BFIN" on June 24, 2005, and the per share clogirice of one share of the Company’s common stocthanhdate was $13.60. The following
graph represents $100 invested in our common stbttle $13.60 per share closing price on June@k.2The graph illustrates the compari

of the cumulative total returns for the common ktotthe Company, the Russell 2000 Index, the NAgDBank Index and the America’s
Community Bankers NASDAQ Index for the periods aated.

There can be no assurance that our stock perfoenaiticcontinue in the future with the same or danirend depicted in the graph below. We
will not make or endorse any predictions as torkistock performance.

BANKFINANCIAL CORPORATION
TOTAL RETURN INDEX SUMMARY

)
120
100
&l
i)
/242005 12/31/2005 1231722006 123172007 1273172008
s ank Financial Corporation
= = Russell 2000 Index
= = NASDAQ Bank Index
= = = Amenea's Community Bankers NASDAQ) Index
12/31/200  12/31/200° 12/31/2001  12/31/200'  6/24/200!
BankFinancial Corporatio 78.5¢  119.6¢ 132.3¢ 107.9¢ 100.0(
Russell 2000 Inde 82.9¢ 125.2¢ 127.2¢ 107.4¢  100.0(
NASDAQ Bank Inde» 67.51 88.7¢ 113.8¢ 102.5¢ 100.0(
Americe’s Community Bankers NASDAQ Ind¢ 69.51 86.4: 114.9: 103.6¢ 100.0(
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ITEM 6. SELECTED FINANCIAL DATA

The following information is derived from the agtitconsolidated financial statements of the Commangrior to June 24, 2005,
BankFinancial MHC, Inc. For additional informatiaeference is made to “Management’s Discussionfaralysis of Financial Condition and
Results of Operations” and the Consolidated Firddi®tiatements of the Company and related notegdedl elsewhere in this Annual Report.

At December 31,
2008 2007 2006 2005 2004
(Dollars in thousands)

Selected Financial Condition Data

Total asset $1,554,70. $1,480,54- $1,613,29¢ $1,614,431 $1,492,78:
Loans, ne 1,267,96! 1,253,99! 1,330,09: 1,231,89. 1,091,95.
Loans hel-for-sale 872 173 29¢€ 37E 5,531
Securities availab-for-sale at fair valu 124,91¢ 77,04¢ 117,85 248,23¢ 268,09:
Goodwill 22,56¢ 22,56¢ 22,57¢ 10,86t 10,86¢
Core deposit intangibl 5,98¢ 7,76¢ 9,64¢ 8,24¢ 9,88
Deposits 1,069,85! 1,073,651 1,129,58! 1,067,87. 1,115,69!
Borrowings 200,35( 96,43: 138,14¢ 191,38¢ 264,74:
Equity 266,79: 291,13° 326,01¢ 328,77" 94,88¢

Years Ended December 31
2008 2007 2006 2005 2004
(Dollars in thousands, except per share data)

Selected Operating Data

Interest and dividend incon $ 7796( $ 91,95 $ 94,08¢ $ 80,21: $ 66,73¢
Interest expens 25,66 38,30+ 37,48¢ 28,80 23,417(

Net interest incom 52,29: 53,64¢ 56,591 51,41( 43,26¢
Provision (credit) for loan lossi 5,097 697 (136€) 51¢ (22)

Net interest income after provision (credit) foatolosse: 47,20! 52,95: 56,73: 50,89: 43,29(
Noninterest incom 9,98¢ 9,64¢ 10,50¢ 8,66¢ 8,61¢
Noninterest expense ( 88,62: 52,48 52,37( 44,20¢ 50,71
Income (loss) before income tax expe (31,43) 10,11¢ 14,87 15,35 1,19:¢
Income tax expense (benel (12,049 2,96: 4,82¢ 4,27¢ (264)

Net income (loss $ (19,389 $ 7,158 $ 10,04¢ $ 11,07¢ $ 1,457
Basic earnings (loss) per common sk $ (09§ $ 0.3t % 04t $ 0.2¢ N.A.
Diluted earnings (loss) per common sh $ (0.9¢) $ 0.3t $ 0.4t $ 0.2¢ N.A.

N.A. - Not applicable
N.M. - Not meaningful

(footnotes on following pag
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Selected Financial Ratios and Other Data

Performance Ratios:

Return on assets (ratio of net income (loss) toamestotal asset:
Return on equity (ratio of net income (loss) torage equity’

Net interest rate spread (

Net interest margin (Z

Efficiency ratio (4)

Noninterest expense to average total as

Average intere-earning assets to average inte-bearing liabilities
Dividends declared per she

Dividend payout ratic

Asset Quality Ratios:

Nonperforming assets to total ass

Nonperforming loans to total loa

Allowance for loan losses to nonperforming loi
Allowance for loan losses to total loa

Net charg-offs (recoveries) to average loans outstan

Capital Ratios:

Equity to total asse!

Average equity to average ass
Tier 1 leverage ratio (bank onl

Other Data:
Number of full service office
Employees (full time equivalent

At or For the Years Ended December 31,

2008

(1.39%
(6.84)
3.3t
3.8¢
142.3(
6.0€
127.8¢
$ 0.2¢
N.M.

0.94%
1.07
107.9%
1.1t
0.11

17.1¢%
19.3¢
12.0¢

18
39¢

2007 2006 2005 2004
0.47% 0.61% 0.7(% 0.1(%
2.3C 3.0z 5.1¢ 1.54
2.94 2.8¢ 3.04 2.9¢
3.7¢ 3.6¢ 3.44 3.14

82.91] 78.0¢ 73.5¢ 97.7¢
3.4z 3.1¢ 2.7¢ 3.4¢

130.9¢ 132.6% 120.4¢ 110.4¢
$ 0.2¢ $ 0.1¢ — N.A.
90.6% 44.5% — N.A.
0.87% 0.57% 0.3€% 0.44%
0.9¢ 0.6< 0.4¢ 0.5¢

91.6¢ 115.1¢ 201.1¢ 168.9(
0.87 0.7¢ 0.9¢ 1.0C
0.0z 0.07 0.0C 0.0¢

19.6% 20.21% 20.3¢% 6.3€%

20.32 20.2¢ 13.4¢ 6.4¢

13.9¢ 15.0¢ 13.8- 7.12

18 18 16 16
42t 43¢ 451 44¢

(1) Noninterest expense for the years ended Decemb@088 and 2004 includes $35.9 million and $8.8iomi| respectively, of impairmel

loss on securities availal-for-sale.

(2) The netinterest rate spread represents the differbetween the yield on average inteearning assets and the cost of average in-

bearing liabilities for the periot

(3) The net interest margin represents net interesinmiecdivided by average total intel-earning assets for the peric

(4) The efficiency ratio represents noninterest expeingded by the sum of net interest income and mi@mest income



ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

The discussion and analysis that follows focusetheractors affecting our consolidated financ@dition at December 31, 2008 and 2007,
and our consolidated results of operations foryers ended December 31, 2008, 2007 and 2006.ors®lidated financial statements and
related notes and the discussion of our criticabanting policies appearing elsewhere in this AhfReport should be read in conjunction with
this discussion and analysis.

Overview

Loans.Net loans receivable increased $14.0 million, @f4,.to $1.268 billion at December 31, 2008, fron2$2 billion at December 31,
2007. The increase in net loans receivable wasgriyrdue to planned growth in commercial leasegltirfiamily real estate loans and non-
residential real estate loans, offset by plannddatons in construction and land loans and onéeuo family residential mortgage loans.
Commercial leases increased by $31.0 million, rfahiily real estate loans increased by $13.9 nmjland non-residential real estate loans
increased by $16.4 million. Construction and lamahls decreased by $15.0 million, and one- to faarilfy residential mortgage loans
decreased by $21.5 million. Commercial loans dem@dy $5.7 million primarily due to declines iraltcare loan exposures. Future loan
growth could be adversely affected by our unwilliegs to compete for loans by relaxing our histbrcaerwriting standards.

Securities Available for SaleNet securities available-for-sale increased $4718om, or 62.1%, to $124.9 million at December 2008, from
$77.0 million at December 31, 2007. The primarsoefor the increase was our purchase of $103lbmih securities available-for-sale,
offset by $25.2 million of principal repayments andturities on securities available-for-sale aig8%.9 million pre-tax impairment loss that
we recorded on our holdings of Freddie Mac pretestecks after Freddie Mac was placed into consersfaip.

Deposits Deposits decreased $3.8 million, or 0.4%, to $16ifdn at December 31, 2008, from $1.074 billi@nDecember 31, 2007, due in
part to our decision to enhance the compositionraddce the cost of our deposits by diminishingaampetitive position for deposits in
excess of historical federal deposit insurancetéirmnd reducing interest rates on our highest-balahecking and money market deposit
accounts consistent with the overall declines i8.lhterest rates. Total core deposits (savingsiayoarket, noninterest-bearing demand and
NOW accounts) decreased as a percentage of tqaside representing 65.0% of total deposits atebdxer 31, 2008, compared to 71.3%
total deposits at December 31, 2007.

Borrowings.Borrowings increased $103.9 million, or 107.8%$200.4 million at December 31, 2008, from $96.4iorl at December 31,
2007. The increase in borrowings was due in subatgart to an increase in wholesale borrowingsetoporarily replace planned reduction
high-balance deposit accounts and to purchaseigesur

Stockholder’ Equity. Total stockholders’ equity was $266.8 million atde@mber 31, 2008, compared to $291.1 million at Dewr 31, 2007.
The decrease in total stockholders’ equity was arilpdue to the combined impact of our repurchafs®49,700 shares of our common stock
for a total cost of $7.7 million, the declaratiamdgpayment of cash dividends totaling $6.1 milliand the $19.4 million net loss that we
recorded for 2008. These items were partially ofifisea $3.5 million increase in accumulated otl@mprehensive income, and a $4.4 million
increase in additional paid in capital resultingnfirthe vesting of stock-based compensation and Esb@fes earned. The unallocated shares of
common stock that our ESOP owns were reflected®d$dl million reduction to stockholders’ equitylzcember 31, 2008, compared to a
$17.1 million reduction to stockholders’ equityd¢cember 31, 2007.
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Net Income (Loss)We had a net loss of $19.4 million for the yeareshB®ecember 31, 2008, compared to net income &fidillion and $10.(
million in 2007 and 2006, respectively. The nesless due in substantial part to a $35.9 millicg+aix impairment loss that we recorded on
our holdings of Freddie Mac preferred stocks dffeddie Mac was placed into conservatorship. Osiclass per common share was $0.9¢
the year ended December 31, 2008, compared to éagings per common share of $0.35 and $0.4%hé&ye¢ars ended December 31, 2007
and 2006, respectively.

Net Interest IncomeNet interest income decreased $1.4 million to $52ilBon for the year ended December 31, 2008, f&58.6 million for
2007. The decrease was due in substantial part 814.6 million decrease in interest earned ondganeivable resulting from a $55.8 million
decline in the average loans receivable balan6d,lzsis point decrease in the average yield arsloeceivable due to declining market
interest rates, Freddie Mac’s suspension of divddean its preferred stocks beginning the third gasf 2008, and the FHLB& suspension ¢
dividends on its common stock beginning the fogulrter of 2007. These decreases were partialhebdify an $11.4 million decrease in
interest expense on deposits.

Provision for Loan LossesWe recorded a provision for loan losses of $5.lionilfor the year ended December 31, 2008, compiared
provision for loan losses of $697,000 for 2007 anwtedit for loan losses of $136,000 for 2006. prarision for loan losses reflects a $1.8
million increase in the general portion of the afmce for loan losses that we establish pursuatatement of Financial Accounting Stand:
(“SFAS”) No. 5,Accounting for Contingenciedye to deteriorating national and local economiuditions, a $1.9 million increase in the
portion of the allowance for loan losses that wecalte to impaired loans pursuant to SFAS No. Bbtpunting by Creditors for Impairment
a Loan,and $1.4 million in net charge offs.

Noninterest IncomeNoninterest income totaled $10.0 million for theyended December 31, 2008, compared to $9.6 miltin2007 and
$10.5 million for 2006. Our noninterest income 208 included a $1.4 million pre-tax gain on thie €d shares of Visa, Inc. Class B common
stock that we received in connection with Visa, itial public offering, and a $1.2 million ptex gain on additional shares of Visa. Inc.
Class B common stock that were allocated to ukerirtitial public offering and are currently hefda litigation escrow under Visa Inc.’s
retrospective responsibility plan. The gain thatreeorded on the shares held in litigation escrepvesents a reduction of our obligation to
indemnify Visa USA under the retrospective respbilisi plan.

Noninterest ExpenseNoninterest expense for the year ended Decemb&0®B was $88.6 million, compared to $52.5 millfon2007 and
$52.4 million for 2006. The increase was primadle to a $35.9 million pre-tax impairment loss tlvatrecorded on our holdings of Freddie
Mac preferred stocks after Freddie Mac was plantgldonservatorship, and a $2.0 million pre-tas los the early extinguishment of
borrowings that we recorded in connection with ihepayment of a $25 million FHLBC term advance.®ssor 2007 included a $1.2 millic
pre-tax charge, which reflected the proportion&irs of Visa USA’s estimated litigation obligatiathsit was allocated to us under Visa Inc.’s
retrospective responsibility plan.

Income TaxesWe recorded an income tax benefit of $12.0 milionthe year ended December 31, 2008, comparetttorie tax expense of
$3.0 million and $4.8 million for 2007 and 2006spectively. The income tax benefit was due in @il part to the impairment loss that we
recorded on our holdings of Freddie Mac prefertedis.

Key Strategic Initiatives And Events

Stock Repurchase ProgranOur Board of Directors has authorized the repureltdsip to 5,047,423 shares of our common stock. Th
authorization permits shares to be repurchasegén market or negotiated transactions, and purgaarty trading plan that may be adopte
accordance with Rule 10b5-1 of the Securities axchBnge Commission. The authorization may be etlliat management’s discretion,
subject to the limitations set forth in Rule 10b¢f8he Securities and Exchange Commission and afngicable legal requirements, and to
price and other internal limitations establishedtxy Board of Directors. The repurchase authoopatiill expire on May 15, 2009, unless
extended by the Board of Directors. As of Decen#igr2008, the Company had repurchased 3,604,928ssbhits common stock out of the
5,047,423 shares that have been authorized forakase.
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Quarterly Cash DividendsOur Board of Directors declared four quarterly cdstidends of $0.07 per share during 2008. Castiends
totaling $6.1 million were paid in 2008. On Janua8y 2009, the Board of Directors declared a qugreash dividend of $0.07 per share th:
payable on March 6, 2009.

Equity Incentive Plan.On June 27, 2006, our stockholders approved th&mBaancial Corporation 2006 Equity Incentive Pldme(“2006

EIP”), which authorized the Human Resources Conemitif the Board of Directors to grant a varietga$h-based and equity-based incentive
awards, including stock options, stock appreciatights, restricted stock, performance shares &ner incentive awards, to employees and
directors aggregating up to 3,425,275 shares o€oommon stock. The 2006 EIP was established bptaed of Directors to promote the long-
term financial success of the Company, to attra@téin and reward persons who can and do contribugach success, and to further align the
participants’ interests with those of our stocklsotd The Human Resources Committee has awardddattions to purchase 2,358,604 shares
of our common stock and 833,450 shares of restiristieck to certain employees and directors of the@any pursuant to the 2006 EIP.

Economic and Competitive Conditions

General financial and credit conditions exhibiteghgicant uncertainty and distress as 2008 praggdsin general, however, pricing and
underwriting terms and conditions for multifamilgcacommercial real estate loans and commerciattebacame more favorable, especially in
the latter half of the year. Pricing for residehtiad consumer loans improved as well, but markatitions and the Bank’s underwriting
standards resulted in comparatively little demarde Bank’s traditional adjustabtate residential portfolio assets. Price competifar local
deposits, whether low-balance core deposits, @tés of deposits or high-balance, high-yielddeantion accounts, steadily increased during
the year despite the dramatic changes in U.S. BEReserve monetary policy and the U.S. Treasweldydurve. Higher unemployment rates
began to negatively affect consumer spending, laesktfactors could have adverse effects on aparto@ding and commercial real estate
occupancy levels in 2009.

We experienced modest growth in our multifamilyrgeortfolio, in substantial part due to a carefipansion of our geographic market
territory that we began several years ago. Ourarebeand experience indicate that certain marketise central United States exhibit more
favorable pricing and underwriting conditions thihose available in the Chicago metropolitan mar&etprdingly, we have gradually
established relationships with market participamtselected metropolitan markets within reason#ialeel distance from Chicago. We expec
continue this expansion within the existing markatd in new markets based on our ongoing intemmélhird-party due diligence results as
long as the required pricing and underwriting ctinds remain available.

We experienced modest growth in our commercial estdte portfolio, principally due to internal erpin by existing customers as well as a
favorable impact from certain competitorsability to increase or renew commercial credipesures. Given economic conditions, however
do not expect material growth in this portfolio absa significant favorable shift in competitor belor in our local Chicago metropolitan
market.

Our construction loan portfolio continued to deeliiue to project sales activity, though the pacsatds activity slowed meaningfully in the
second half of 2008. We discouraged any new resaemonstruction loans and we had limited interestite acquisition loans for future
construction. Demand for non-residential constanrctoans also diminished and we expect the balancasconstruction loan categories to
decline further in 2009.

We experienced reasonably strong growth in the ceroial lease portfolio due principally to contingidemand for technology assets and the
impact of credit market disruption on non-bank cetitprs. In addition, we experienced more limitedwgth in new commercial loans due to
increased marketing and credit facility usage bgtang customers, but this growth was offset bytoaring declines in selected health-care
credit exposures. We will continue to focus on exjiag our commercial lending to our commercial éeagstomers and local businesses to the
extent that economic and credit conditions are ravie.

Our overall loan portfolio quality was stable in0B0 The net increase in non-accrual loans andagetincrease to loan loss reserves resulted
primarily from the death of one residential constien loan borrower and the estate’s inability taimtain debt service on the completed
residence, together with the widely-known distrdssa&le nature of the collateral disposition. Iniidd, acting on the premise that bankruptcy
protection litigation may become necessary, webdisteed a specific loan loss reserve and recorddthege-off on two health care-related real
estate
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loans due to ongoing cash flow issues and lierripyissues concerning future accounts receivalsgsyell as the borrower’s inability to
consummate pending facility sales transactionsa¥éegenerally comfortable with the quality of ooah portfolio exposures for 2009 subjec
the foregoing concerns on general economic comditio

As we expected, pursuant to our model, our geteaal loss reserves continued to increase matedakyto the changes in national and local
economic risk factors. We continue to believe #itierence to our historical loan underwriting stadd remains appropriate, though our cr
analyses incorporate somewhat more pessimisticrgggans given the negative trends in these ristofac

Deposits declined slightly in 2008, as modest ghowtour deposit balances under $250,000 (the relZ fsurance limit) was offset by
declines in high-yielding transaction accounts vbittances in excess of $250,000. Our customertreteafforts for balances under $250,000
were successful, though the migration rate fromeleyielding accounts accelerated compared to 2B0/&n the material uncertainties
regarding institutional liquidity and funding preses, we expect that price competition for depdsits all sources will exhibit considerable
volatility in 2009.

Our net interest margin and net interest sprea@ wedatively stable during the year. Nonethelegspelieve that such behavior may not
necessarily continue because of further reduciiosir construction and healthcare loan portfoliod continued deposit-pricing pressures.
These factors could be offset by a favorable istargte environment and continued favorable comialecoedit spreads on multifamily real
estate loans and commercial leases.

Non-interest income increased slightly in 2008 duerie-time gains on securities and VISA stock. Dagfesis continued a gradual decline as
customers minimize their transaction costs. Weldiiimagement performed consistent with our origixpleetations for 2008 despite the
adverse investment climate. We expect that incawma fjains on sales of fixed-rate loans and theéaélban servicing rights could increase in
2009, but any increase will likely be at least jaéist offset by accelerated amortization of ourtfmlio of loan servicing rights. In general, we
expect most categories of other recurring incomerainain constant or experience only slight growtitome from Bank Owned Life
Insurance (“BOLI") was stable in 2008, but we expedake all necessary measures in 2009 to cantimpreserve the original amount
invested in BOLI and the downside protections aféar by the policys stable value contract, including a potentialesuder of the BOLI policy
and will accept such volatility to BOLI earningsragy result from these actions.

Non-interest expense increased significantly due8@million impairment loss on Freddie Mac prefdrstocks and a $2 million expense
relating to the prepayment of a $25 million Fedétaine Loan Bank term advance. Excluding these items-interest expense remained well
contained as we continued our focus on improvifigiehcy through operational reviews and technoldgployments. We expect expenses
related to multi-state loan and lease originatioleposit marketing and technology to increasewsuélso expect significant partial expense
offsets arising from the completion of our openatibreviews in departments with recently compleehnology deployments. We also expect
a material increase in FDIC insurance assessmasttodecent and anticipated significant incre@seeposit insurance premium rates.

Critical Accounting Policies

Critical accounting policies are defined as thdee are reflective of significant judgments andentainties, and could potentially result in
materially different results under different asstioms and conditions. We believe that the mostoaditaccounting policies upon which our
financial condition and results of operation deperd which involve the most complex subjectiveigiens or assessments, are as follows:

Investment SecuritiesThe classification and accounting for investmegusigies are discussed in detail in Note 1 of thmsdlidated Financial
Statements presented elsewhere herein. Under SBAS$1S,Accounting for Certain Investments in Debt and BgS8kecurities investment
securities must be classified as held-to-matuatilable-for-sale, or trading. The appropriatessification is based partially on our ability to
hold the securities to maturity and largely on nggamaent’s intentions with respect to either holdingelling the securities. The classification
of investment securities is significant since redily impacts the accounting for unrealized gaind losses on
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securities. Unrealized gains and losses on avaiffalsisale securities are recorded as a separatpareent of stockholders’ equity
(accumulated other comprehensive income or log$)damot affect earnings until realized. The fatues of our investment securities are
generally determined by reference to quoted makees and reliable independent sources. We eataatketable investment securities with
significant declines in fair value as required &edmine whether they should be considered ottar-tbmporarily impaired. Impairment losses
must be recognized in current earnings rather ithather comprehensive income (loss). Investmeruriges are discussed in more detail in
Note 4 to the Consolidated Financial Statementsemted elsewhere here

Allowance for Loan Losse<Arriving at an appropriate level of allowance foah losses involves a high degree of judgment.aDowance for
loan losses provides for probable incurred losssgd upon evaluations of known and inherent riske loan portfolio. We review the level
of the allowance on a quarterly basis and estabitistprovision for loan losses based upon histblazen loss experience, the nature and vol
of the loan portfolio, information about specifiorbower situations, estimated collateral valuespemic conditions and other factors to assess
the adequacy of the allowance for loan losses. Ajitba material estimates that we must make to ksttahe allowance are: loss exposure at
default; the amount and timing of future cash flamsaffected loans; value of collateral; and deteation of loss factors to be applied to the
various elements of the portfolio. All of theseimsttes are susceptible to significant change. Algiowe believe that we use the best
information available to us to establish the allos&for loan losses, future adjustments to thenaliwe may be necessary if borrower finan
collateral valuation or economic conditions differbstantially from the information and assumptiosed in making the evaluation. In additi
as an integral part of their examination process regulatory agencies periodically review thewhoce for loan losses. These agencies may
require us to recognize additions to the allowdrased on their judgments of information availabléhem at the time of their examination. A
large loss could deplete the allowance and reduooreased provisions to replenish the allowancechvivould negatively affect earnings.

Intangible AssetsAcquisitions accounted for under purchase accogntinst follow SFAS No. 14Business Combinationsand SFAS

No. 142,Goodwill and Other Intangible AssetSFAS No. 141 requires us to record as assetsiiofinancial statements both goodwill, an
intangible asset which is equal to the excesseptirchase price which we pay for another compamy the estimated fair value of the net
assets acquired, and identifiable intangible assetk as core deposit intangibles and non-compgezments. Under SFAS No. 142, we
evaluate goodwill at least annually, or when bussneonditions suggest an impairment may have cedwand we will reduce its carrying value
through a charge to earnings if impairment exiStwre deposit and other identifiable intangible tssaee amortized to expense over their
estimated useful lives and are reviewed for impairtrat least annually, or whenever events or chaimgeircumstances indicate that the
carrying amount of the asset may not be recoverabile valuation techniques used by us to deterthi@earrying value of tangible and
intangible assets acquired in acquisitions ancegtienated lives of identifiable intangible assetgive estimates for discount rates, projected
future cash flows and time period calculationspélivhich are susceptible to change based on clsangeconomic conditions and other fact
Future events or changes in the estimates thase to determine the carrying value of our goodanilll identifiable intangible assets or wt
otherwise adversely affect their value or estiméitezs could have a material adverse impact orresults of operations. As of December 31,
2008, our intangible assets consisted of goodwi#22.6 million and core deposit intangibles ofGfillion.

Mortgage Servicing RightsMortgage servicing rights represent the presentevaf the future servicing fees from the rightéovice loans in

our loan servicing portfolio. Mortgage servicinghts are recognized as assets for the allocatilue vd retained servicing rights on loans sold.
The most critical accounting policy associated withrtgage servicing is the methodology used tordete the fair value of capitalized
mortgage servicing rights, which requires a nundferstimates, the most critical of which is the tgage loan prepayment speed assumption.
The mortgage loan prepayment speed assumptiogrigisantly affected by interest rates. In genedairing periods of falling interest rates,
mortgage loans prepay faster and the value of mutgage servicing assets declines. Converselyngureriods of rising rates, the value of
mortgage servicing rights generally increases dugdwer rates of prepayments. The amount and gimfrmortgage servicing rights
amortization is adjusted monthly based on actuallte. In addition, on a quarterly basis, we penfarvaluation review of mortgage servicing
rights for potential declines in value. This qudsteraluation review entails applying current asgdions to the portfolio classified by interest
rates and, secondarily, by geographic and prepatyomamacteristics. Based on the significance of@mnges in assumptions since the
preceding appraisal, this valuation may includénalependent appraisal of the fair value of our isémg portfolio.
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Income TaxesWe consider accounting for income taxes a criicalounting policy due to the subjective natureesfain estimates that are
involved in the calculation. We use the assetflighinethod of accounting for income taxes in whigferred tax assets and liabilities are
established for the temporary differences betwherfihancial reporting basis and the tax basisunfassets and liabilities. We must assess the
realization of the deferred tax asset and, to ¥tent that we believe that recovery is not likelyaluation allowance is established.
Adjustments to increase or decrease the valuatiowance are charged or credited, respectiveljncome tax expense. No valuation
allowances were required at December 31, 2008 0atth we have determined a valuation allowance tiseguired for any deferred tax assets
at December 31, 2008, there is no guarantee thatiation allowance will not be required in theufitg.

Comparison of Financial Condition at December 31,@8 and December 31, 2007
Balance Sheet

Total assets increased $74.2 million, or 5.0%,1t&%5 billion at December 31, 2008, from $1.481idylat December 31, 2007. The principal
reasons for the increase in total assets wereanaesein securities available for sale and loareivable.

Our loan portfolio consists primarily of investmetd business loans (multi-family, nonresidentall estate, commercial, construction and
land loans, and commercial leases), which togettae up approximately 74.2% of gross loans. Natdaaceivable increased $14.0 million,
or 1.1%, to $1.268 billion at December 31, 2008nfr$1.254 billion at December 31, 2007. The inaéaset loans receivable was primarily
due to planned growth in commercial leases, maliify real estate loans and non-residential reate$oans, offset by planned reductions in
construction and land loans and one- to four famé@kidential mortgage loans. Commercial leasegasad by $31.0 million, multi-family real
estate loans increased by $13.9 million, and neideatial real estate loans increased by $16.4amilConstruction and land loans decreased
by $15.0 million, and one- to four-family resideritmortgage loans decreased by $21.5 million. Coroigdoans decreased by $5.7 million
primarily due to declines in healthcare loan expesuFuture loan growth could be adversely affebiedur unwillingness to compete for loz
by relaxing our historical underwriting standards.

Our allowance for loan losses increased by $3.liamjlfrom $11.1 million at December 31, 2007 tal&Lmillion at December 31, 2008, due
principally to a $1.9 million increase in the portiof the allowance for loan losses that we alltatimpaired loans pursuant to SFAS No. !
Accounting by Creditors for Impairment of a Loand a $1.8 million net increase in the general loaa reserves that we establish pursuant to
SFAS No. 5Accounting for Contingenciedased on adverse changes to the national anidlomaomic data that we use in our model for
determining the proper level of general reservesofiDecember 31, 2008, the specific reservesabadllocated to impaired loans pursuant to
SFAS No. 114, totaled $2.7 million. The increaséhm portion of the allowance for loan losses thatallocate to impaired loans resulted
primarily from the death of one residential constien loan borrower, the estate’s inability to mtain debt service on the completed residence,
and the widely known distressed sale nature ottilateral disposition. In addition, acting on fhemise that the borrower may need to seek
bankruptcy protection, we established a specifin llmss reserve and recorded a charge-off on tathoare-related real estate loans to a
healthcare provider and its affiliated entities tmengoing cash flow and receivables lien prioissues, as well as the borrower’s inability to
consummate pending facility sales transactions.

Net securities availak-for-sale increased by $47.9 million, or 62.1%%$1®4.9 million at December 31, 2008, from $77.0ioml at

December 31, 2007. The increase was primarily ddke purchase of $103.0 million in securities klde-for-sale, offset by principal
repayments on and maturities of $25.2 million iowsgéies available-for-sale, and a $35.9 millioepax impairment loss that we recorded on
our holdings of Freddie Mac preferred stocks folluyvcertain actions that were announced by theddrtates Department of the Treasury
(“UST”) and the FHFA on September 7, 2008, inclgdihe placing of Freddie Mac into conservatorsttip,issuance of new shares of Freddie
Mac preferred stock to the UST that are seniotltpraviously issued shares, and the suspensialivisfends on all previously issued shares.

Cash and cash equivalents increased by $381,0826t8 million at December 31, 2008, compared ta%$28llion at December 31, 2007.
Other assets increased by $12.7 million, or 9518%26.0 million at December 31, 2008, from $13iBiom at December 31, 2007, principally
due to an increase in deferred tax assets relatittge impairment charge that we recorded on oeddie Mac preferred stocks.
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Deposits decreased $3.8 million, or 0.4%, to $1laiflidn at December 31, 2008, from $1.074 billi@nDecember 31, 2007, due in part to our
decision to enhance the composition and reducedsieof our deposits by diminishing our competipasition for deposits in excess of
historical federal deposit insurance limits andudg interest rates on our highest-balance chgckid money market deposit accounts
consistent with the overall declines in U.S. ins¢mates. Total core deposits (savings, money mankainterest-bearing demand and NOW
accounts) decreased as a percentage of total tepegiresenting 65.0% of total deposits at Decer®bg2008, compared to 71.3% of total
deposits at December 31, 2007.

Borrowings increased $103.9 million, or 107.8%$200.4 million at December 31, 2008, from $96.4lionlat December 31, 2007. The
increase in borrowings was due in substantialfpaath increase in wholesale borrowings to templgreeplace planned reductions in high-
balance deposit accounts and to purchase secuAteitionally, fixed-rate advances due within grear increased by $85.0 million to $95.0
million at December 31, 2008.

Total stockholders’ equity was $266.8 million atd@mber 31, 2008, compared to $291.1 million at brdmr 31, 2007. The decrease in total
stockholders’ equity was primarily due to the conglal impact of our repurchase of 549,700 sharesioé@mmon stock for a total cost of $7.7
million, the declaration and payment of cash dinidietotaling $6.1 million, and the $19.4 milliont hess that we recorded for 2008. These
items were partially offset by a $3.5 million inase in accumulated other comprehensive incomea &4d4 million increase in additional paid
in capital resulting from the vesting of stock-tisempensation and ESOP shares earned. The urtaetisfzares of common stock that our
ESOP owns were reflected as a $16.1 million redadi stockholders’ equity at December 31, 200&)mared to a $17.1 million reduction to
stockholders’ equity at December 31, 2007.

Loan Portfolio

We originate multi-family mortgage loans, nonresititd real estate loans, commercial loans, comrakleases, and construction and land
loans. In addition, we originate one- to four-faymiésidential mortgage loans and consumer loamsparchase and sell loan participations
from time to time. The following briefly describesr principal loan products.

Multi -family Mortgage LoansLoans secured by multi-family mortgage loans tatapproximately $305.3 million, or 23.8%, of outaldoan
portfolio, at December 31, 2008. At December 3D&52.1 million of our multi-family loan portfaiwas on loans outside of lllinois, this
represents 17.0% of our multi-family portfolio a#d % of our total loan portfolio. Multi-family mayage loans generally are secured by multi-
family rental properties such as apartment builgljingcluding subsidized apartment units. The majari our multifamily mortgage loans ha
adjustable interest rates following an initial fikeate period, typically between three and fivergea

Nonresidential Real Estate LoanLoans secured by nonresidential real estate to%&8d&.3 million, or 26.7%, of our total loan polifo at
December 31, 2008. We emphasize nonresidentiabstaie loans with initial principal balances batw&1.0 million and $5.0 million. The
nonresidential real estate properties securingetlems are predominantly office buildings, ligidustrial buildings, shopping centers and
mixed-use developments, and to a lesser extent specialized properties such as nursing homesthed healthcare facilities. Substantially
all of our nonresidential real estate loans areirsetby properties located in our primary markega©Our nonresidential real estate loans are
typically written as three- or five-year adjustabite mortgage loans or mortgage loans with ballmaturities of three or five years.
Amortization of these loans is typically based 6 @ 25-year payout schedules. We also originaitees15-year fixed-rate, fully amortizing
loans.

Commercial LoansCommercial loans totaled $77.6 million, or 6.1%paf total loan portfolio, at December 31, 2008isTibtal includes
unsecured commercial loans with an aggregate oulisig balance of $9.4 million. We generally makenotercial loans to customers in our
primary market area to finance equipment acquisitexpansion, working capital and other generainass purposes. The terms of these loans
generally range from less than one year to fiveasi€ghe loans either are negotiated on a fixedyass, or carry adjustable interest rates
indexed to a lending rate that is determined irgttyror based on a short-term market rate index.
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Commercial LeasesCommercial leases totaled $175.8 million, or 13.8%gur total loan portfolio, at December 31, 2008w commercial
leases are secured primarily by technology equipnmeaterial handling equipment, and other capigaligment through an assignment of the
lease and the grant of a security interest inghedd equipment. Leases generally are non-rectutise leasing company. Consequently, we
underwrite leases by examining the creditworthiredgbe lessee rather than the lessor. The lessgerglly agrees to send the lease payments
directly to us. As of December 31, 2008, 60.8% wf@ommercial lease portfolio involved lessees witlestment-grade rated public debt,
34.0% involved publicly-traded lessees with no putiebt and thus no public debt rating, and 5.206lired privately-held lessees or lessees
with a below investment-grade public debt ratingtiRys are determined by Moody’s, Standard & Pdeitsh, AM Best’s or an equivalent
rating firm. Commercial leases typically have a imaxn maturity of seven years and we limit our maximoutstanding credit exposure to
$10.0 million to any single entity. Leases to comipa with no public debt ratings generally invobampanies with a net worth in excess of
$25.0 million and typically have a maximum matuwfyfive years.

Construction and Land LoansConstruction and land loans totaled $49.5 milli@n3.9%, of our total loan portfolio at December 2008.
These loans generally consist of land acquisitiams$ to help finance the purchase of land intefidiefiirther development, including single-
family homes, multi-family housing and commerciadme property, development loans to builders innoarket area to finance
improvements to real estate, consisting mosthirgfle-family subdivisions, typically to finance tlest of utilities, roads, sewers and other
development costs. Builders generally rely on #ile sf single-family homes to repay developmennalthough in some cases the improved
building lots may be sold to another builder, ofteconjunction with development loans. In genetfad, maximum loan-to-value ratio for raw
land acquisition loan is 65% of the appraised valune property, and the maximum term of thesadada two years. The maximum amount
loaned on a development loan is generally limitethe cost of the land and public improvements,ahdinces are made in accordance with a
schedule reflecting the cost of the improvementizahces are generally limited to 90% of actual toietion costs and, as required by
applicable regulations, a 75% loan to completedaiped value ratio. We have discouraged new regsal@onstruction lending for the past
several years and have had only limited interesttgacquisition loans for future construction.

One- to Four-Family Residential Mortgage Lendin@onforming and non-conforming fixed-rate and adjbktrate residential mortgage lo¢
totaled $323.7 million, or 25.3%, of our total loportfolio at December 31, 2008, including homeiggwans and lines of credit totaling $16.1
million, or 1.3%, of our total loan portfolio, aik¥8.0 million, or 6.1%, of our total loan portfaliespectively. We generally originate both
fixed- and adjustable-rate loans in amounts upéonaximum conforming loan limits as established-bgnie Mae, which is currently
$417,000 for single-family homes. Private mortgapgeirance is required for first mortgage loans wom-to-value ratios in excess of 80%. At
December 31, 2008, our adjustable-rate residemiiatgage loan portfolio totaled $138.0 million, andluded $48.1 million in loans that
reprice once a year and $89.9 million in loans thptice periodically after an initial fixed-rateniod of three years or more. In addition to
traditional one- to four-family residential mortgalpans, we offer home equity loans and home edjuigg of credit that are secured by the
borrower’s primary residence.

We also originate loans above conforming limitéemned to as “jumbo loans,” that are underwrittenhte credit standards of Fannie Mae given
the demand for these loans in the Chicago metrapotirea. We also originate loans that do not fulget the credit standards of Fannie Mae if
they are deemed to be acceptable risks givenfdnarable compensating risk factors. In generalda@ot originate or purchase loans with
underwriting characteristics that, taken togetheg, materially lower than the credit standardsafrite Mae, and as part of the underwriting
process, consider the availability of purchaserguimbo and other nonconforming loans.
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Loan Portfolio Composition. The following table sets forth the composition af toan portfolio, excluding loans held for salg,tippe of loan

at the dates indicated.

At December 31,

2008

2007

2006

2005

2004

Amount

Percent

Amount

Percent

Amount

Percent

Amount

Percent

Amount

Percent

One- to four-family

(Dollars in thousands)

residential $ 323,710 25.21% $ 345,24' 27.3% $ 397,54! 29.7% $ 404,19¢ 32.6:% $ 362,70 32.99%
Multi-family mortgage 305,31¢ 23.8¢ 291,39¢ 23.07 297,13. 22.2( 280,23t 22.6: 241,71 21.97
Nonresidential ree

estate 342,27¢ 26.7:- 325,88! 25.8( 320,72¢ 23.97 275,41¢ 22.2¢ 277,38( 25.27
Construction and lan 49,511 3.87 64,48 5.1C 85,22: 6.37 80,70¢ 6.52 59,36¢ 5.4C
Commercial loan 77,55¢ 6.0t 83,23 6.5¢ 89,34¢ 6.6¢ 68,98¢ 5.5¢ 63,727 5.7¢
Commercial lease 175,80: 13.7: 144,84: 11.4% 139,16: 10.4(C 121,89¢ 9.84 86,36: 7.8
Consume 2,65¢ 0.21 3,50¢ 0.2¢ 4,04¢ 0.3C 2,022 0.1€ 2,75¢ 0.2t
Other (1) 4,12( 0.32 4.54¢ 0.3¢ 4,95¢ 0.37 5,21¢ 0.4z 6,04¢ 0.5t

Total loans 1,280,95¢ 100.0% 1,263,13. 100.0(% 1,338,14. 100.0% 1,238,68: 100.0% 1,100,05. 100.0(%
Loans in proces (154) (16¢) 14¢ 2,18( 824
Net deferred loa

origination cost: 1,912 2,08¢ 2,42¢ 2,541 2,09¢
Allowance for loan

losses (14,740 (11,05) (10,629 (11,519 (11,019

Total loans, ne  $1,267,96:! $1,253,99! $1,330,09. $1,231,89: $1,091,95;

(1) Includes municipal loan:
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Loan Portfolio Maturities

The following table summarizes the scheduled regaysof our loan portfolio at December 31, 2008n2ed loans, loans having no stated
repayment schedule or maturity and overdraft I@aeseported as being due in one year or less.

One Year
Within Through Beyond
One Year Five Years Five Years Total

(Dollars in thousands)

Scheduled Repayments of Loa

One- to four-family residentia $ 31,61: $59,24: $232,85¢ $ 323,71
Multi-family mortgage 29,00: 110,38: 165,93 305,31¢
Nonresidential real esta 110,21¢ 216,65 15,40: 342,27¢
Construction and lan 47,85¢ 1,65k — 49,51
Commercial loans, leases and ot 149,06: 105,32¢ 3,09 257,48
Consume 1,104 1,05« 497 2,65

Total loans $368,85° $494,31' $417,78: $1,280,95!

Total
Loans maturing after one ye:

Predetermined (fixed) interest ra $ 493,14:
Adjustable interest rate 418,95¢
Total loans $ 912,09¢

Nonperforming Loans and Assets

We review loans on a regular basis, and generédiyedoans on nonaccrual status when either prihoipinterest is 90 days or more past due.
In addition, we place loans on nonaccrual statusnwhe believe that there is sufficient reason tstjon the borrower’s ability to continue to
meet contractual principal or interest paymentgdilons. Interest accrued and unpaid at the titoarais placed on nonaccrual status is
reversed from interest income. Interest paymermtsived on nonaccrual loans are recognized in aeoaelwith our significant accounting
polices. We may have loans classified as 90 daysooe delinquent and still accruing. Generally,deenot utilize this category of loan
classification unless: (1) the loan is repaid ith $hortly after the period end date; (2) the lémwell secured and there are no asserted or
pending legal barriers to its collection or; (3% thorrower has remitted all scheduled paymentdsaatherwise in substantial compliance with
the terms of the loan, but the processing of lcayments actually received or the renewal of the luas not occurred for administrative
reasons. At December 31, 2008, we had one lodrisrcategory, compared to none in 2007. The loan$8.7 million multifamily loan secure
by an apartment building located in a northern soitodi Chicago. The borrower made a payment in J32@09 that was scheduled for
December 2008, and is currently expected to coatineking scheduled payments. It is possible thatdan will placed on non-accrual status
at a future date depending on the borrower’s resigeness to our requirements and collection efférs comparative purposes, this loan was
on non-accrual status at December 31, 2007.

At December 31, 2008, we had nonaccrual loans 8f#&tillion, an increase of $1.6 million from Dedeen 31, 2007. Increases in nonaccrual
loans occurred in construction loans ($4.2 milljomn-residential real estate loans ($138,000),camedto-four family loans ($9,000).
Decreases in non-accrual loans occurred in mutitfeloans ($2.1 million), commercial loans ($6100) and commercial leases ($7,000). At
December 31, 2008, no accrued interest on nonddoares had been recognized.
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The increase in nonaccrual loans was primarilytdumur placing on non-accrual status a total cnedittionship of $3.7 million that is secured
by a completed single-family residence and a pateacant land zoned for commercial developmeuatt) lof which are located in the northern
suburbs of Chicago. We placed the loan on non-atstatus due to the death of the borrower anéhtiglity of the borrower’s estate to
continue debt service payments. The completedessilis currently under a contract for sale andgé#he is scheduled to close by the end of
first quarter of 2009; the proceeds of the salecapeected to substantially reduce the net cregibsdre. However, there can be no assurance
that the closing of the sale will in fact occur.

Real estate acquired through foreclosure or deédurof foreclosure is classified as real estateed (“REO”) until it is sold. When real estate
is acquired through foreclosure or by deed in 6&foreclosure, it is recorded at its fair valuesd the estimated costs of disposal. If the fair
value of the property is less than the loan balatieedifference is charged against the allowancéofan losses. At December 31, 2008, we
REO consisting of three one- to four- family resitial properties with a fair value of $588,000, onelti-family property with a fair value of
$133,000, and one land parcel with a fair valu§284,000. The following table below sets forth #meounts and categories of our
nonperforming loans and nonperforming assets addites indicated.

At December 31,
2008 2007 2006 2005 2004
(Dollars in thousands)

Nonaccrual loans

One- to four-family residentia $ 2,20t $ 2,19¢ $2,212 $1,48¢ $1,72¢
Multi-family mortgage 2,101 4,18¢ 1,16t A77 1,22¢
Nonresidential real esta 2,961 2,82:% 4,37¢ 2,46¢ 2,09t
Construction and lan 5,14k 98¢ — — —
Commercial loan 1,141 1,751 1,41¢ 1,15¢ 1,25¢
Commercial lease 10t 112 47 13¢ 221
Consume — 2 5 — —
Total nonperforming loar 13,65¢ 12,05¢ 9,22¢ 5,72: 6,52/
Real estate owne:
One- to four-family residentia 58¢ 252 — 158 —
Multi-family mortgage 13z — — — —
Nonresidential real esta — 56€ — — —
Construction and lan 234 — — — —
Consume — — — — —
Total real estate owne 95& 82C — 152 —
Total nonperforming asse $14,61¢ $12,87¢ $9,22¢ $5,87¢ $6,52¢
Ratios:
Nonperforming loans to total loa 1.07% 0.95% 0.6% 0.46% 0.5%
Nonperforming assets to total ass 0.9 0.87 0.57 0.3€ 0.44

Risk Classification of Assets

Our policies, consistent with regulatory guidelinesovide for the classification of loans and otassets that are considered to be of lesser
quality as substandard, doubtful, or loss assetsagset is considered substandard if it is inadefyuprotected by the current net worth and
paying capacity of the obligor or the collateragyed, if any. Substandard assets include thosaathdazed by the distinct possibility that we
will sustain some loss if the deficiencies are cawrtected. Assets classified as doubtful havefali® weaknesses inherent in assets classifi
substandard with the added characteristic thalvbeknesses present also make collection or ligoidat full, on the basis of currently existi
facts, conditions and values, highly questionahbkg immprobable. Assets classified as loss are tboseidered uncollectible and of such little
value that their continuance as assets is not wieala

Based on a review of our assets at December 3B, 20issified assets consisted of substandardsasis$® 7.0 million and doubtful assets of
$1.5 million, and we had no loans classified as Essets. Classified assets included $10.8 mififaronperforming loans, and substandard
assets included $4.2 million of loans to healthgamviders. As of December 31, 2008, we recordeldamge-off of $605,000 and established a
specific reserve of $714,000 on a total credit expe of $4.2 million to a healthcare provider asdifiliated entities, acting on the premise
that the
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borrower may need to seek bankruptcy protectiontdwsgoing cash flow issues and lien priority &saoncerning future accounts
receivables, as well as our concerns about theWwenr's ability to consummate a pending sale offtudities. As of December 31, 2008, we
had $30.9 million of assets designated as spe@ation, which included $9.8 million of loans to hbaare providers.

Allowance for Loan Losses

We establish provisions for loan losses, whichciug@rged to operations in order to maintain thenadlace for loan losses at a level we consider
necessary to absorb probable incurred credit laashe loan portfolio. In determining the levelthe allowance for loan losses, we consider
past and current loss experience, evaluationsab®estate collateral, current economic conditimedyme and type of lending, adverse situat
that may affect a borrower’s ability to repay an@and the levels of nonperforming and other cless$ifbans. The amount of the allowance is
based on estimates and the ultimate losses mayfneemysuch estimates as more information becomasadle or later events change. We
assess the allowance for loan losses on a quabtasig and make provisions for loan losses in daleraintain the allowance.

We provide for loan losses based on the allowarethoa. Accordingly, all loan losses are chargetth¢orelated allowance and all recoveries
are credited to it. Additions to the allowancelfman losses are provided by charges to income basedrious factors that, in our judgment,
deserve current recognition in estimating probaiderred losses. We regularly review the loan pdiifand make provisions for loan losses in
order to maintain the allowance for loan losseadoordance with accounting principles generallyepted in the United States of America. -
allowance for loan losses consists of two companent

» specific allowances established for any impairedti-family mortgage, nonresidential real estate, coresitsn and land
commercial, and commercial lease loans for whiehrétorded investment in the loan exceeds the meghsalue of the loan; ar

» general allowances for loan losses for each lopa based on historical loan loss experience; ajubidents to historical loss
experience (general allowances), maintained torconeertainties that affect our estimate of probabturred losses for each loan

type.

The adjustments to historical loss experience asedh on our evaluation of several factors, includiévels of, and trends in, past due and
classified loans; levels of, and trends in, chasfje-and recoveries; trends in volume and termsanfis, including any credit concentrations in
the loan portfolio; experience, ability, and depthending management and other relevant staff;retbnal and local economic trends and
conditions.

We evaluate the allowance for loan losses based tippcombined total of the specific and generatponents. Generally, when the loan
portfolio increases, absent other factors, theagloce for loan loss methodology results in a higiediar amount of estimated probable
incurred losses than would be the case withouiritrease. Conversely, when the loan portfolio deses, absent other factors, the allowance
for loan loss methodology generally results invadodollar amount of estimated probable losses Wauld be the case without the decrease.

We regularly review our loan portfolio to determiwbether any loans require classification in acaaog with applicable regulations. When
classify loans as either substandard or doubtfalraview the collateral and future cash flow progets to determine if a specific reserve is
necessary. The allowance for loan losses repreaamsints that have been established to recogrineréd losses in the loan portfolio that are
both probable and reasonably estimable at thealdtes financial statements. When we classify pgobloans as loss, we charge-off such
amount. While we use the best information availablmake evaluations, future adjustments to ttenahce may be necessary if conditions
differ substantially from the information used iraking the evaluations. Our determination as taigleclassification of our loans and the
amount of our loss allowances are subject to relgwur regulatory agencies, which can require Weatstablish additional loss allowances.
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The following table sets forth activity in our alance for loan losses for the years indicated.

At or For the Years Ended December 31,

2008 2007 2006 2005 2004
(Dollars in thousands)
Balance at beginning of ye $11,05! $10,62: $11,51¢ $11,01¢ $12,03¢
Charge-offs:
One- to foul-family residentia (248) (10 — — —
Multi-family mortgage (169) — — — —
Nonresidential real esta (605) — — — (2,127
Construction and lan (115) — — — —
Commercial loan (130 (237) (94¢€) (49) (219)
Commercial lease — — — — —
Consume (14¢€) (58) (26) (66) (48)
Total charg-offs (1,419 (305) (972 (115) (1,399
Recoveries
One- to four-family residentia 1 — — — 68
Multi-family mortgage — — — — —
Nonresidential real esta 4 — — — —
Construction and lan — — — — —
Commercial loan 1 14 — 88 311
Commercial lease — — — — —
Consume 10 23 4 4 21
Total recoverie: 16 37 4 92 40C
Net charg-offs (1,397 (26%) (96%) (23) (993)
Allowance of acquired bar — — 212 — —
Provision (credit) for loan loss: 5,092 697 (136€) 51¢ (22)
Balance at end of ye: $14,74¢ $11,05! $10,62: $11,51¢ $11,01¢
Ratios:
Net charg-offs to average loans outstand| 0.11% 0.02% 0.07% 0.0(% 0.09%
Allowance for loan losses to nonperforming lo: 107.9% 91.6t 115.1% 201.1¢ 168.9(
Allowance for loan losses to total loa 0.94 0.87 0.7¢ 0.9 1.0C

Net Charge-offs and Recoveries
Net charg-offs and total charge-offs were each $1.4 milfionthe year ended December 31, 2008, compare#d8,800 and $305,000,
respectively for the year ended December 31, 206fal recoveries were $16,000 in 2008, comparekBiH000 in 2007.

The increase in charge-offs in 2008 resulted priign&iom a $605,000 charge-off on a total credipesure of $4.2 million to a healthcare
provider and its affiliated entities, charge-offaling $248,000 on four loans to one-to-four famésidential borrowers, a $169,000 charge-off
on a loan to a multifamily borrower, and chargesdéitaling $130,000 on three loans to small busitesrowers.

We recorded a provision for loan losses of $5.1ianilin 2008, compared to $697,000 in 2007 andedittto the allowance for loan losses of
$136,000 in 2006.
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Allocation of Allowance for Loan Losses

The following table sets forth our allowance foamoosses allocated by loan category. The allowésrdean losses allocated to each category
is not necessarily indicative of future lossesny particular category and does not restrict treeafghe allowance to absorb losses in other
categories.

At December 31,

2008 2007 2006
Percent Percent Percent
of Loans of Loans of Loans
in Each in Each in Each
Allowance Category Allowance Category Allowance Category
Loan Loan Loan
for Loan Balances by  to Total for Loan Balances by  to Total for Loan Balances by  to Total
Losses Category Loans Losses Category Loans Losses Category Loans
(Dollars in thousands)
One- to foul-family residentia $ 2,04C $ 323,710 2521% $ 1,82: $ 345,24! 27.3% $ 1,855 $ 397,54 29.71%
Multi-family mortgage 2,37( 305,31¢ 23.8¢ 2,20¢€ 291,39  23.07 1,90¢ 297,13. 22.2(
Nonresidential real esta 4,65¢ 342,27¢  26.7: 3,05¢ 325,88: 25.8( 2,84¢ 320,72¢ 23.97
Construction and lan 1,89¢ 49,51 3.87 937 64,48 5.1C 1,12( 85,22: 6.37
Commercial loan 1,97¢ 77,55¢ 6.0t 1,72¢ 83,23: 6.5¢ 1,667 89,34¢t 6.6¢€
Commercial lease 1,66¢ 175,80 13.7: 1,17¢ 144.84. 11.4% 1,112 139,16:  10.4(
Consume 52 2,65¢ 0.21 45 3,50¢ 0.2¢ 40 4,04¢ 0.3C
Other (1) 79 4,12( 0.3 85 4,544 0.3€ 74 4,95¢ 0.37
Total $14,74¢ $1,280,95¢ 100.0% $11,05. $1,263,13. 100.0% $10,62: $1,338,14 100.0(%
At December 31,
2005 2004
Percent Percent
of Loans of Loans
in Each in Each
Allowance Category Allowance Category
Loan Loan
for Loan Balances by  to Total for Loan Balances by  to Total
Losses Category Loans Losses Category Loans
(Dollars in thousands)
One- to four-family residentia $ 1,418 $ 404,19¢ 32.62% $ 1,28¢ $ 362,70. 32.91%
Multi-family mortgage 2,10z 280,23 22.62 1,95( 241,71 21.9%
Nonresidential real esta 3,42 275,41¢ 22.2¢ 3,30¢ 277,38( 25.2%
Construction and lan 1,21C 80,70¢ 6.52 89¢ 59,36¢ 5.4C
Commercial loan 2,36% 68,98¢ 5.5¢ 2,73¢ 63,72: 5.7¢
Commercial lease 71¢ 121,89¢ 9.84 54z 86,36: 7.8t
Consume 17 2,02z 0.1€ 18 2,75¢ 0.2t
Other (1) 104 5,21¢ 0.4z 121 6,04 0.5t
Unallocatec 16C — — 15¢ — —
Total $11,51¢ $1,238,68. 100.0% $11,01¢ $1,100,05. 100.0(%

(1) Includes municipal loan:
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Investment Securities

Our investment policy is established by our BodrBioectors. The policy emphasizes safety of theegiment, liquidity requirements, poten
returns, cash flow targets, and consistency withirtterest rate risk management strategy.

At December 31, 2008, our debt securities consistedortgage-backed pass-through securities issusdonsored by Fannie Mae, Freddie
Mac or Ginnie Mae, collateralized mortgage obligasi (“CMOs”) and real estate mortgage investmentloas (“REMICs”) guaranteed by
Fannie Mae, Freddie Mac or Ginnie Mae, SBA guakmhtean participation certificates, and municipadwities. Our equity securities
consisted almost entirely of shares of two floatiatg preferred stocks issued by Freddie Mac, @mwnent-sponsored enterprise, and one
Freddie Mac fixed-rate preferred stock. All sedasitwere classified as available for sale purstaB8FAS No. 115 as of December 31, 2008,
2007 and 2006.

We hold the FHLBC common stock to qualify for memdbgp in the Federal Home Loan Bank System anctteligible to borrow funds under
the FHLBC’s advance program. The aggregate costioFHLBC common stock as of December 31, 2008$1&s6 million based on its par
value. There is no market for FHLBC common stocke@o our receipt of stock dividends in prior yeansl the amount of our outstanding
FHLBC advances, we owned shares of FHLBC commarkstbDecember 31, 2008 with a par value that véa2 fillion more than we were
required to own to maintain our membership in thddfal Home Loan Bank System and to be eligibtebtain advances (“excess” or
“voluntary” capital stock). During 2006, we redeah$9.8 million of excess or voluntary FHLBC capi#bck pursuant to a voluntary
redemption program conducted by the FHLBC.

On October 10, 2007, the FHLBC entered into a cosis& cease and desist order with the FHFA. Uridetdrms of the order, capital stock
repurchases and redemptions, including redemptippa membership withdrawal or other terminatioe, grohibited unless the FHLBC
receives the prior approval of the Director of @#ice of Supervision of the FHFA (the “Director"fhe order also provides that dividend
declarations are subject to the prior written apalof the Director and requires the FHLBC to subenCapital Structure Plan to the FHFA.
The FHLBC has not declared any dividends sinceottler was issued and it has not received apprdwaGapital Structure Plan. In July of
2008, the FHFA amended the order to permit the FEt®Brepurchase or redeem newly-issued capitak $tsupport new advances, subject
to certain conditions set forth in the order. OHMLBC common stock is not newly-issued and is négaéd by this amendment.
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The following table sets forth the composition, atized cost and fair value of our securities aydédor sale at the dates indicated.

At December 31,
2008 2007 2006
Amortized
Amortized Amortized
Cost Fair Value Cost Fair Value Cost Fair Value
(Dollars in thousands)

Investment Securities:

Certificate of Deposit $ 50 % 5 $ — $ — ¢ — $ —
Municipal securitie: 1,73t 1,811 2,21C 2,27z 2,66( 2,711
SBA guaranteed loan participation certifica 131 12t 59E 592 62€ 623
Equity securities
Freddie Mac 2,35¢ 352 38,27t 31,22t 38,27: 43,11
Other debt securitie — — — — 45,74¢ 45,72
Total investment securities availa-for-sale 4,72 2,78¢ 41,080  34,08¢ 87,30¢ 92,16¢
Mortgage-Backed Securities:
Pas-through securities
Fannie Mag 31,50¢ 31,65¢ 34,53¢ 34,52: 14,50¢ 14,63(
Freddie Mac 9,30¢ 9,38¢ 3,63 3,641 3,967 3,971
Ginnie Mae 1,05: 1,037 1,13¢ 1,11¢ 1,23¢ 1,20z
CMOs and REMIC: 79,42t 80,15 3,64¢ 3,68t 5,841 5,881
Total mortgag-backed securities availa-for-sale 121,29( 122,13( 42,95¢  42,96( 25,55 25,68
Total securities availak-for-sale $126,01: $124,91¢ $84,03¢ $77,04¢ $112,86. $117,85:

We determine the fair value of our investment siéiegrin accordance with the guidance set fortSAS No. 115 Accounting for Certain
Investments in Debt and Equity Securi, SFAS No. 107Disclosures about Fair Value of Financial Instrunteand SFAS No. 15Fair
Value MeasurementdPursuant to this guidance, we determine fairevdlased on the most recent quoted market priegaifable, for the
security as of the applicable balance sheet dadeglioted market price for a specific securitpas currently available, we estimate the fair
value based on the quoted market price of anotfmiry with similar characteristics, adjusted efiect objectively measurable differences
such as coupon rates and reset dates. In the a&bskoarrent quoted market prices for the samesiméar security, we use other valuation
techniques to determine fair value, such as obtgibroker-dealer valuations or estimating fair eab@sed on valuation modeling. The fair
value of a security is used to determine the amofiahy unrealized losses that must be reflecteniirother comprehensive income and the
book value of our investment securities.

The Company evaluates marketable investment sexsuwiith significant declines in fair value as riggd to determine whether they should be
considered other-than-temporarily impaired undeuides and Exchange Commission Codification @fffSAccounting Bulletins, Topic 5:
Miscellaneous Accounting — Item M, Other-Than-Tengpy Impairment of Certain Investments in Debt &uglity Securities (“Topic 5- ltem
M”), which provides that if a marketable securiyim an unrealized loss position, whether due teeggd market conditions or industry or
issuer-specific factors, the holder of the se@sithust assess whether the impairment is othertémaporary.

The shares of Freddie Mac preferred stock thatele in our investment portfolio experienced sigrafit declines in fair value (as measure
qguoted market prices for these securities) dutegyear ended December 31, 2008 due to generakt@vkditions, issuer specific factors and
certain actions that were announced by the USTten&HFA on September 7, 2008, including the pohFreddie Mac into conservatorsl
the issuance of new shares of Freddie Mac prefatrark to the UST that are senior to all previoussped shares, and the suspension of
dividends on all previously issued shares. Basetthese factors, we concluded that the $35.9 millicritax unrealized loss that existed on the
Freddie Mac preferred stock constituted an othanttemporary impairment in accordance with Toplteia M. Based on this determination,
we reduced the combined carrying value of the Feellthc preferred stocks by a total of $35.9 millaomd recorded an impairment loss in the
same amount against our income for the year eneéeéber 31, 2008.
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Portfolio Maturities and Yields

The composition and maturities of the investmentigges portfolio and the mortgage-backed seasifiortfolio at December 31, 2008 are
summarized in the following table. Maturities agesed on the final contractual payment dates, amibticeflect the impact of prepayments or
early redemptions that may occur. Municipal se@siyields have not been adjusted to a tax-equivalasis as the amount is immaterial.

More than Five Years
More than One Year

One Year or Less through Five Years through Ten Years More than Ten Years Total Securities
Weighted Weighted Weighted Weighted Weighted
Amortized Amortized Amortized
Average Average Average Amortized Average Amortized Average
Cost Yield Cost Yield Cost Yield Cost Yield Cost Yield Fair Value

(Dollars in thousands)

Mortgage-Backed

Securities:
Pas-through
securities
Fannie Mae $ — — % $ 467 45(% $ 97E 5.66% $ 30,06: 4.64% $ 31,50:¢ 4.68% $ 31,55:
Freddie Ma — — — — 643 5.2¢ 8,66¢ 5.0t 9,30¢ 5.07 9,38¢
Ginnie Mae — — — — — — 1,05: 4.8k 1,05: 4.8k 1,037
CMOs anc
REMICs — — 54¢ 4.6¢ 212 3.5¢ 78,66 4.17 79,42¢ 4.1¢ 80,15

Total — — 1,01 4.6( 1,83( 5.3C 118,44° 4.3€ 121,29( 4.3¢ 122,13(

Investment Securities:
Certificate of

deposit 50C 3.1t — — — — — — 50C 3.1t 50(
Municipal

securities 51C 4.34 1,04t 4.3¢ 18C 4.6(C — — 1,73t 4.4C 1,811
SBA guaranteed

loan

participation

certificates — — — — — — 131 3.5C 131 3.5C 12t
Equity securitie: — — — — — — 2,35¢ — 2,35¢ — 358

Total 1,01( 3.7 1,04¢ 4.3¢ 18C 4.6( 2,481 4.9¢ 4,72% 4.9t 2,78¢

Total securities
availablefor-sale $ 1,01(C 3.7%% $ 2,05¢ 46(% $ 2,01( 5.22% $120,93: 4.27% $126,01. 4.2%% $124,91¢

41



Sources of Funds

Deposits At December 31, 2008, our deposits totaled $1.0f0rb Interest-bearing deposits totaled $960.8iom and noninterest-bearing
demand deposits totaled $109.1 million. NOW, saviagd money market deposits totaled $586.3 millhominteresthearing demand depos

at December 31, 2008 included $5.5 million in intdrchecking accounts, such as accounts for Bastkieas checks and money orders. At
December 31, 2008, we had $374.5 million of cexifes of deposit outstanding, of which $284.2 omillhad maturities of one year or less.
Although we have a significant portion of our dess shorter-term certificates of deposit, weideat, based on historical experience and our
current pricing strategy, that we will retain arsfgcant portion of these accounts upon maturity.

We originate deposits predominantly from the axghsre our branch offices are located. We rely anfavorable locations, customer service,
competitive pricing, our Internet Branch and refladeposit services such as cash management tot atrd retain these deposits. While we
accept certificates of deposit in excess of the@®Heposit insurance limits and in some casespnayide preferential rates for these
certificates of deposits, we generally do not $iodiach deposits because they are more difficuletain than core deposits and at times are

more costly than brokered deposits.
The following table sets forth the distributiontofal deposit accounts, by account type, for thiéogs indicated.

Years Ended December 31

2008 2007 2006
Weighted Weighted Weighted
Average Average Average Average Average Average
Balance Percent Rate Balance Percent Rate Balance Percent Rate

(Dollars in thousands)

Demand deposit:

Retail $ 25617 24™% — % $ 29,93¢ 2.74% — % $ 33,02( 3.0% — %
Commercial 79,09¢  7.5¢% — 86,62(  7.91 — 90,594  8.24 —
Total demand deposi 104,71¢  9.9¢ — 116,55¢ 10.6¢ — 123,61: 11.2¢ —
NOW deposits 311,88t 29.71 L5 282,67( 25.8: 2.4: 241,37¢ 21.9¢ 1.71
Savings deposil 98,17: 9.3t 0.7% 106,87(  9.7¢ 0.7¢ 123,410 11.2: 0.8:
Money market deposi 210,85° 20.0¢ 2.5¢€ 260,25¢ 23.7i 4.2¢ 252,10¢ 22.9: 4.0C
Certificates of depos 324,23¢ 30.8¢ 3.4z 328,37: 30.0C 4.4¢ 359,11¢ 32.6¢ 4.1C
Total deposit: $1,049,86! 100.00% $1,094,72: 100.0(% $1,099,63: 100.0(%

The following table sets forth certificates of dejpdy time remaining until maturity at December 2008.

Maturity
Over 6 to
3 Months Over 3 to 12 Over 12
or Less 6 Months Months Months Total
(Dollars in thousands)
Certificates of deposit less than $100,! $ 68,49. $48,98¢ $69,18¢ $62,447 $249,11¢
Certificates of deposit of $100,000 or m 32,27¢  36,23F 29,05¢ 27,80 125,37¢
Total of certificates of depos $100,77: $85,22¢ $98,24F $90,25( $374,49.
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Borrowings.Our borrowings consist primarily of Federal Homeahdank advances and repurchase agreements. Thweifg table sets forth
information concerning balances and interest ratesur borrowings at the dates and for the periodisated.

At or For the Years Ended December 31,

2008 2007 2006
(Dollars in thousands)
Balance at end of ye: $200,35( $ 96,43 $138,14¢
Average balance during ye 110,03¢ 104,78: 183,28t
Maximum outstanding at any month € 200,35( 139,36¢ 241,04¢
Weighted average interest rate at end of 1.32% 4.71% 4.3(%
Average interest rate during ye 3.3(% 4.64% 4.11%

At December 31, 2008, we had the ability to boreowadditional $69.8 million under our credit fa@ds with the FHLBC. Furthermore, we t
unpledged securities that could be used to suppestcess of $42.7 million of additional FHLBC borings.

At December 31, 2008, we had a pre-approved ovierifégleral funds borrowing capacity of $28.0 milliand a line of credit with the Federal
Reserve Bank of Chicago for $633,000. At Decemlie2808, there were no outstanding federal fundeolongs and there was no
outstanding balance on the line of credit.

Comparison of Operating Results for the Years Endedecember 31, 2008, 2007 and 2006
Net Income

Comparison of Year 2008 to 200%e recorded a net loss of $19.4 million for theryeaded December 31, 2008, compared to net incdme o
$7.2 million for the year ended December 31, 200i& net loss was primarily due to a $35.9 millioa-tax impairment loss that we recorded
on our Freddie Mac preferred stocks based on derm@ation that the unrealized loss that existé&t vespect to these securities constituted
an other-thariemporary impairment following the placement ofdetie Mac into conservatorship. Additional factoffeeting the change in n
income from year to year included a $1.4 million2cc%, decrease in our net interest income, a®#ldn pre-tax loss on the early
extinguishment of borrowings that we recorded inrextion with the prepayment of a $25 million FHLBEEm advance, and a $4.4 million
increase in our provision for loan losses. ThedeeBons to net income were offset by a $13.6 mlllecrease in income tax expense prim
relating to the impairment loss on our Freddie Meaferred stocks. Our operating results for 2008vfavorably impacted by a $1.4 million
pre-tax gain on the sale of the 32,398 shares &di,Mihc. Class B common stock that we receiveaimection with Visa, Inc.’s initial public
offering, and a $1.2 million pre-tax gain on adutiél shares of Visa. Inc. Class B common stockwlee allocated to us in the initial public
offering and are currently held in a litigation esg under Visa Inc.’s retrospective responsibifitgn. The gain recorded on the shares held in
the litigation escrow represents a reduction ofahligation to indemnify Visa USA under the retrestive responsibility plan. Our operating
results for 2007 included a pre-tax charge of $iilfon to reflect this indemnification obligatio®@ur loss per share of common stock for year
ended December 31, 2008 was $0.98 per share, cethfzaearnings per share of $0.35 for the year&Bdeember 31, 2007.

Comparison of Year 2007 to 2006Ve recorded net income of $7.2 million for the yeaded December 31, 2007, compared to net income of
$10.0 million for the year ended December 31, 200 principal factors affecting the change ininebme from year to year included a $2.9
million, or 5.2%, decrease in our net interest mepan $833,000 increase in our provision for llasses, an $861,000, or 8.2%, decrease in
noninterest income, and a $112,000, or 0.2%, iser@anoninterest expense; these reductions tariaavere offset by a $1.9 million, or

38.6%, decrease in income tax expense. Our opgnafults for 2007 were unfavorably impacted byeatpx charge of $1.2 million, which
reflected our proportionate share of Visa USA’smeated litigation obligations under Visa Ingretrospective responsibility plan. Our opere
results for 2007 also included $5.1 million in empes for equity-based compensation and benefitspared to $5.4 million for 2006. Our
earnings per share of common stock for year endexiber 31, 2007 was $0.35 per share, comparedrimgs per share of $0.45 for the
year ended December 31, 20
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Net Interest Income

Comparison of Year 2008 to 200Net interest income decreased by $1.4 million,.6#@, to $52.3 million for the year ended Decemlder 3
2008, from $53.6 million for the year ended Decen8ie 2007. Our net interest rate spread increbgetl basis points to 3.35% for the year
ended December 31, 2008, from 2.94% for the yede@December 31, 2007. Our net interest margireasad by 10 basis points to 3.88% for
the year ended December 31, 2008, from 3.78% toydar ended December 31, 2007. Our average itEaasng assets decreased $69.0
million to $1.349 billion in 2008, from $1.418 hdh in 2007, and our average interest-bearingllisds decreased $28.0 million to $1.055
billion in 2008, from $1.083 billion in 2007.

Interest income decreased by $14.0 million, or 45.® $78.0 million for the year ended December28D8, from $92.0 million for the year
ended December 31, 2007. The decrease in inteani resulted primarily from a $69.0 million deage in total average interest-earning
assets to $1.349 billion for the year ended Decerdbg2008, from $1.418 billion for the year endetember 31, 2007, and a 70 basis point
decrease in the average yield on interest earrsisgtsito 5.78% for the year ended December 31, 2@08 6.48% for the year ended
December 31, 2007.

Interest income on loans decreased by $11.6 mjlbo13.6%, to $74.0 million for the year ended &maber 31, 2008, from $85.6 million for
the year ended December 31, 2007. The decreasteiest income on loans resulted primarily fromia@sis point decrease in the average
yield on loans to 5.96% for the year ended DecerBheR008, from 6.60% for the year ended DecembeB307, and a $55.8 million, or 4.2
decrease in the average balance of loans outstatw$il.242 billion for the year ended December2RD8, from $1.297 billion for the year
ended December 31, 2007.

Interest income on securities available-for-salerelesed $1.2 million, or 23.0%, to $3.9 million tbe year ended December 31, 2008, from
$5.1 million for the year ended December 31, 200i& decrease in interest income from securitiegabla-forsale was due in substantial ¢
to Freddie Mac’s suspension of dividends on it§gured stocks beginning in the third quarter of 0@terest income for the year ended
December 31, 2007 included $2.4 million in dividerh our investment in Freddie Mac preferred stookjpared to $1.0 million in 2008.

Income from cash dividends on our FHLBC commonlstotaled $359,000 for the year ended Decembe2@17. The FHLBC suspended
dividends on its common stock beginning in the floguarter of 2007, and did not pay any dividemd2008.

Interest income on interest-bearing deposits ierofinancial institutions decreased $853,000, 00%il to $84,000 for the year ended
December 31, 2008, from $937,000 for the year efumeémber 31, 2007. The decrease was primariljaaesb13.4 million decrease in the
average balance of our interest bearing depostd. @ million for the year ended December 31, 2®@8n $18.2 million for the same period in
2007, and a decrease in the average yield on tarest-bearing deposits to 1.72% for the year eistmber 31, 2008, from 5.14% for the
year ended December 31, 2007, due to declining ehamterest rate:

Interest expense decreased by $12.6 million, d%83to $25.7 million for the year ended December28D8, from $38.3 million for the year
ended December 31, 2007. The decrease was duertaded interest expense on deposits and borrowings

Interest expense on deposits decreased by $11lidrmdr 34.1%, to $22.0 million for the year end@dcember 31, 2008, from $33.4 million
for the year ended December 31, 2007. The decieasterest expense on deposits was primarily due 109 basis point decrease in the
average rates paid on deposits, and a $33.0 mibioB.4%, net decrease in the average balancepafsits. The average balance of money
market deposits decreased $49.4 million, or 19fo%the year ended December 31, 2008, due primtritur decision to encourage, through
pricing changes, the migration of indexed moneykmtdeposit accounts to other account types. Theage balances of savings accounts
decreased $8.7 million, or 8.1%, and the averatgmbas of certificates of deposit decreased $4lliomior 1.3%, respectively, for the year
ended December 31, 2008. These decreases wemlpafiset by a $29.2 million, or 10.3%, increasehe average balance of NOW accot
The average cost of deposits was 2.33% for thegmaded December 31, 2008, compared to 3.42% foredaeended December 31, 2007. The
average rate on savings accounts decreased fiieguasts to 0.73% from 0.78%. On a year over year
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basis, the average cost of money market accounteaked 169 basis points to 2.56%, from 4.25%avkeeage cost of NOW accounts
decreased 87 basis points to 1.55%, from 2.42%ttemndverage cost of certificates of deposit dee@d 06 basis points to 3.42% from 4.48%.

Interest expense on borrowings decreased by $1lidmr 25.2%, to $3.6 million for the year endedcember 31, 2008, from $4.9 million
for the year ended December 31, 2007. This decrgasealue in principal part to a 134 basis pointease in the average cost of such
borrowings to 3.30% for the year ended Decembe3Q8, from 4.64% for the year ended December @27 2This decrease in the average
cost of borrowings was partially offset by a $5.®ion, or 5.0%, increase in the average balanckeasfowings to $110.0 million at
December 31, 2008, from $104.8 million at Decen@ier2007.

Comparison of Year 2007 to 200@et interest income decreased by $2.9 million,.284 to $53.6 million for the year ended Decemlder 3
2007, from $56.6 million for the year ended Decengie 2006. Our net interest rate spread increbgdive basis points to 2.94% for the year
ended December 31, 2007, from 2.89% for the yede@mecember 31, 2006. Our net interest margireasad by 10 basis points to 3.78% for
the year ended December 31, 2007, from 3.68% toydar ended December 31, 2006. Our average itEagsng assets decreased $119.9
million to $1.418 billion in 2007, from $1.538 bdh in 2006, and our average interest-bearinglltéds decreased $76.4 million to $1.083
billion in 2007, from $1.159 billion in 2006.

Interest income decreased by $2.1 million, or 2.89492.0 million for the year ended December D72 from $94.1 million for the year
ended December 31, 2006. The decrease in intesnie resulted primarily from a $119.9 million dzase in total average interest-earning
assets to $1.418 billion for the year ended Decerdbg2007, from $1.538 billion for the year endetember 31, 2006. This decrease in total
average interest-earning assets was partiallytdffs@ 36 basis point increase in the average yielohterest earning assets to 6.48% for the
year ended December 31, 2007, from 6.12% for tlae geded December 31, 20!

Interest income on loans increased by $2.1 millwr?.5%, to $85.6 million for the year ended Deben1, 2007, from $83.5 million for the
year ended December 31, 2006. The increase iresttercome on loans resulted primarily from a 13idpoint increase in the average yielc
loans to 6.60% for the year ended December 31,,Z8@7 6.43% for the year ended December 31, 2006 ,to higher market interest rates.
The increase in the average yield on loans wagafgroffset by a $2.3 million, or 0.2%, decreandhe average balance of loans outstandir
$1.297 billion for the year ended December 31, 26@m $1.300 billion for the year ended DecembkrZ06.

Interest income on securities available-for-salerei@sed $4.1 million, or 44.9%, to $5.1 million fbe year ended December 31, 2007, from
$9.2 million for the year ended December 31, 200 decrease resulted primarily from a planned $lddillion decrease, or 57.4%, in the
average balance of securities available-for-sa8&9 million for the year ended December 31, 26@m $203.9 million for the year ended
December 31, 2006, based on our determinatioreitetiter half of 2006 that the flat or invertedliglieurve environment did not present
profitable opportunities for carrying such addigmvestments.

Dividend income on our FHLBC common stock decred&6b,000, or 50.4%, to $359,000 for the year erdecember 31, 2007, from
$724,000 for the year ended December 31, 2006averge balance of these securities decreased byrfiion to $15.6 million for the year
ended December 31, 2007, due to the redemptiof.8frdillion of these securities in 2006. The FHLBI@ not pay any dividends in the foul
quarter of 2007. As a result, the average annwéetid yield on our FHLBC common stock decrease?l 30% for the year ended
December 31, 2007, from 3.32% for the year endezkBder 31, 2006.

Interest income on interest-bearing deposits ieofimancial institutions increased $261,000, 0638, to $937,000 for the year ended
December 31, 2007, from $676,000 for the year efdmbmber 31, 2006. The average balance of thesrest-bearing deposits increased by
$5.5 million to $18.2 million for the year endedd2enber 31, 2007. The average yield on our intdyeating deposits decreased to 5.14% for
the year ended December 31, 2007, from 5.32% #oyéar ended December 31, 2006.

45



Interest expense increased by $815,000, or 2.2%38® million for the year ended December 31, 26@m $37.5 million for the year ended
December 31, 2006. The increase was due to inatéaszest expense on deposits, which was partidibet by decreased interest expense on
borrowings.

Interest expense on deposits increased by $3.Bmithr 11.6%, to $33.4 million for the year end@ecember 31, 2007, from $30.0 million for
the year ended December 31, 2006. The increasgerest expense on deposits was primarily due3t lzasis point increase in the average
rates paid on deposits, and a $2.1 million, or .28t increase in the average balance of depdsiesaverage balances of money market
deposits increased $8.1 million, or 3.2%, and NOAp/asits increased $41.3 million, or 17.1%, forytkar ended December 31, 2007,
respectively. The average balances of savings atsaecreased $16.5 million, or 13.4%, and theageebalances of certificates of deposit
decreased $30.7 million, or 8.6%, respectively tlieryear ended December 31, 2007. The averagedeatd wholesale certificates of deposit
decreased $18.8 million, or 67.1%, due to our deci® reduce these types of deposits. The averagteof deposits was 3.42% for the year
ended December 31, 2007, compared to 3.07% foraheended December 31, 2006. The average rat@vorgs accounts decreased five b
points to 0.78% from 0.83%, but all other categonéinterest-bearing deposit accounts showed &se®in average rates paid for 2007
compared to 2006. On a year over year basis, theage cost of money market accounts increased <5 jpaints to 4.25%, from 4.00%, the
average cost of NOW accounts increased 71 basisspoi 2.42%, from 1.71%, and the average costufficates of deposit increased 38 basis
points to 4.48%, from 4.10%.

Interest expense on borrowings decreased by $2lidmr 35.5%, to $4.9 million for the year endedcember 31, 2007, from $7.5 million
for the year ended December 31, 2006. This decrgasealue in principal part to a $78.5 million, @.8%, decrease in the average balance of
borrowings resulting from our decision to repay $6@illion in maturing FHLBC advances. This decee@sthe average balance of borrowi
was partially offset by a 53 basis point increasthe average cost of such borrowings to 4.64%herear ended December 31, 2007, from
4.11% for the year ended December 31, 2006.

The following table sets forth average balance tshewerage yields and costs, and certain otherrirdtion for the periods indicated. No tax-
equivalent yield adjustments were made, as theteffethese adjustments would not be material. Agerbalances are daily average balances.
Nonaccrual loans were included in the computaticeverage balances, but have been reflected itatiie as loans carrying a zero yield. -
yields set forth below include the effect of deéelfees and expenses, discounts and premiums,gsgrelccounting adjustments and Fec
Home Loan Bank advance prepayment penalties teatraortized or accreted to interest income or esg@en
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Interest-earning assets

Loans

Securities availab-for-sale

Stock in FHLBC
Other

Total interes-earning asset
Noninteres-earning asse!

Total asset

Interest-bearing liabilities:

Savings deposil

Money market deposi

NOW deposits

Certificates of depos
Total deposit:

Borrowings

Total interes-bearing

liabilities

Noninteres-bearing deposit
Noninteres-bearing liabilities

Total liabilities

Equity

Total liabilities and equit'

Net interest incom

Net interest rate spread (
Net interes-earning assets (.

Net interest margin (2

Years Ended December 31,

Ratio of interest-earning assets to

interes-bearing liabilities

2008 2007 2006
Average Average Average
Outstanding Outstanding Outstanding
Balance Interest  Yield/Rate Balance Interest  Yield/Rate Balance Interest  Yield/Rate
(Dollars in thousands)
$1,241,51¢  $73,98: 5.96% $1,297,29' $85,60! 6.6(% $1,299,59  $83,50: 6.4%
87,07( 3,89: 4.47 86,94¢ 5,05¢ 5.82 203,90( 9,18¢ 4.5C
15,59¢ — — 15,59¢ 35¢ 2.3C 21,81 724 3.3Z
4,87 84 1.72 18,24¢ 937 5.14 12,71 67€ 5.32
1,349,05! 77,96( 5.7¢ 1,418,08! 91,95:¢ 6.4¢€ 1,538,02. 94,08¢ 6.12
113,95° 114,66¢ 102,22(
$1,463,01! $1,532,75! $1,640,24.
$ 98,17 71t 0.7: $ 106,87( 83: 0.7¢ $ 12341 1,01¢ 0.8:
210,85 5,391 2.5€ 260,25¢ 11,07 4.2t 252,10¢ 10,09¢ 4.0C
311,88t 4,84 1.5t 282,67( 6,831 2.4z 241,37¢ 4,12¢ 1.71
324,23¢ 11,077 3.4z 328,37 14,70 4.4¢ 359,11¢ 14,71 4.1C
945,15: 22,03 2.3t 978,16° 33,44¢ 3.4z 976,01¢ 29,957 3.07
110,03¢ 3,63¢ 3.3C 104,78:. 4,85¢ 4.64 183,28t 7,532 4.11
1,055,19: 25,66 2.4: 1,082,94! 38,30¢ 3.54 1,159,30! 37,48¢ 3.2t
104,71¢ 116,55¢ 123,61
19,447 21,83 25,11(
1,179,35! 1,221,33I 1,308,02!
283,66( 311,42( 332,21
$1,463,01! $1,532,75! $1,640,24.
$52,29: $53,64¢ $56,591
3.35% 2.94% 2.8%
$ 293,86¢ $ 335,13¢ $ 378,71¢
3.8&% 3.7¢% 3.68%
127.8"% 130.9%% 132.6%

(1) Netinterest rate spread represents the differbateen the yield on average inte-earning assets and the cost of average interest-

bearing liabilities

(2) Netinteres-earning assets represents total int-earning assets less total inte-bearing liabilities
(3) Netinterest margin represents net interest incdivided by average total inter-earning asset:
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The following table presents the dollar amountltdrrges in interest income and interest expengdomajor categories of our interestening
assets and interest-bearing liabilities. Informaimprovided for each category of interest-earr@ssgets and interest-bearing liabilities with
respect to changes attributable to changes in wl{ii@., changes in average balances multipliethéyrior-period average rate), and changes
attributable to rate (i.e., changes in averagematitiplied by prior-period average balances). porposes of this table, changes attributable to
both rate and volume that cannot be segregatedideareallocated proportionately to the change duwelume and the change due to rate.

Years Ended December 31,

2008 vs. 200° 2007 vs. 200!
Increase (Decrease Total Increase (Decrease Total
Due to Increase Due to Increase
Volume Rate (Decrease Volume Rate (Decrease

(Dollars in thousands)

Interest-earning assets

Loans $(3,577) $ (8,047 $(11,61¢) $ (14§ $2,247 $ 2,09¢
Securities availab- for-sale 7 (1,170 (1,167 (6,28Y 2,157 (4,129
Stock in FHLBC — (359) (359) (17€) (18¢9) (365)
Other (447) (406) (8539) 28E (24) 261
Total interes-earning asset (4,010 (9,982 (13,999 (6,329 4,197 (2,139
Interest-bearing liabilities:
Savings deposil (65) (53 (11¢) (131) (55) (18¢)
Money market deposi (2,832 (3,849 (5,675 333 64< 97€
NOW deposits 65C (2,649 (1,999 79z 1,915 2,70¢
Certificates of depos (183) (3,449 (3,627 (1,316 1,30¢ (10
Borrowings 232 (1,457 (1,224 (3,549 87C (2,679
Total interes-bearing liabilities (1,296 (11,445 (12,63) (3,866 4,681 81E
Change in net interest incor $(2,815 $ 1.45¢ $ (1,356 $(2,458 $(490) $(2,949

Provision for Loan Losses

We establish provisions for loan losses, whichcir@rged to operations in order to maintain thenadloce for loan losses at a level we consider
necessary to absorb probable incurred credit ldashe loan portfolio. In determining the leveltbk allowance for loan losses, we consider
past and current loss experience, evaluationsabestate collateral, current economic conditimeiime and type of lending, adverse situat
that may affect a borrower’s ability to repay arl@nd the levels of nonperforming and other classibans. The amount of the allowance is
based on estimates and the ultimate losses mayfreamnysuch estimates as more information becomasadole or later events change. We
assess the allowance for loan losses on a quabtasig and make provisions for loan losses in daleraintain the allowance.

Comparison of Year 2008 to 200T\e recorded a provision for loan losses of $5.lionilfor the year ended December 31, 2008, compiared
a provision for loan losses of $697,000 for therysraded December 31, 2007. The 2008 provisiondi@n losses reflects a $1.8 million incre

in the general portion of the allowance for loasskes that we establish pursuant to SFAS No. 5,%rillion increase in the portion of the
allowance for loan losses that we allocate to imgzhioans pursuant to SFAS No. 114, and $1.4 millionet charge offs. Of the net $1.9
million increase in the specific allocations to mmed loans, $1.1 million relates to the loan cddiigns of the estate of a deceased construction
loan borrower and $714,000 relates to two healtb-oalated real estate loans. The construction tekationship is secured by a completed
single-family residence and a parcel of vacant ldad is zoned for commercial development, bottvisich are located in the northern suburbs
of Chicago. We placed the loan on non-accrual stdtie to the death of the borrower and the inghifithe borrower’s estate to continue debt
service payments. The completed residence is diyr@mder a contract for sale and the sale schedolelose by the end of first quarter of
2009. The proceeds of the sale, if consummatedegrected to substantially reduce the
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net credit exposure, but there can be no assuthatéhe closing of the sale will in fact occur.€Ttelationship involving the two healthcare-
related real estate loans to a healthcare prowideits affiliated entities has an aggregate ppaldbalance of $4.2 million. We established the
specific reserve acting on the premise that theolaar may need to seek bankruptcy protection dumg¢ming cash flow issues and receivables
lien priority issues, as well as the borrower’shitity to consummate pending facility sales trartigars. The loans to this borrower are also
partially secured by additional collateral consigtof certain personal liquid assets.

Despite the overall lower credit risk profile amédit exposures of our loan portfolio, we increadezigeneral portion of the allowance by $1.8
million based on adverse changes to the natiordhlanal economic data that we use in our modeti&iermining the proper level of general
reserves.

Net loan charc-offs for 2008 were $1.4 million, or 0.11% of avgedoans, compared to $268,000, or 0.02% of avdosges, in 2007. Our
allowance for loan losses was $14.7 million, oB5%lof total loans, at December 31, 2008, comparyé&d 1.1 million, or 0.87% of total loans,
at December 31, 2007. The allowance for loan lossgesented 107.97% of nonperforming loans at Dbee 31, 2008, and 91.65% of
nonperforming loans at December 31, 2007. To tis¢ dfeour knowledge, we have recorded all lossasate both probable and reasonable to
estimate for each reporting period.

Comparison of Year 2007 to 2006Ve recorded a provision for loan losses of $697f0@@he year ended December 31, 2007, comparad to
credit for loan losses of $136,000 for the yeareehDecember 31, 2006. The provision for loan lossesrded for 2007 reflected increased
specific reserves against certain loans, and @0825)et increase in the general loan loss reséina¢sve establish pursuant to SFAS No. 5
based on changes to the economic factors utilizedii model. The portion of the allowance for ldasses that we allocate to impaired loans
pursuant to SFAS No. 114 increased $404,000 to,$806t December 31, 2007, from $402,000 at Deceihe2006. We increased specific
reserves primarily due to our receipt of currergrajsals reflecting decreases in the value of tertal estate collateral, combined with
ongoing business continuity concerns on severahterial credits. Net loan charge-offs for 2007 w&268,000, or 0.02% of average loans,
compared to $968,000, or 0.07% of average loar2)06.

Nonperforming loans increased by $2.8 million t@ $1million at December 31, 2007, from $9.2 millianDecember 31, 2006. The incre

was due in substantial part to our placing on ncerigal status a $2.7 million loan that is secunga apartment building located in a northern
Chicago suburb. We placed the loan on aoorual status because the borrowers used thetimeesproperty cash flow to make equity inve:
distributions rather than to make scheduled logmeants that were due on or before December 31,.20@7subsequently entered into a
forbearance agreement with the borrowers thatpeebed to restore the loan to accrual status bgnheof the first quarter of 2008. The same
borrowers have a second loan that is secured byikady-situated apartment building that remained on a¢&tadéus as of December 31, 20
Our allowance for loan losses was $11.1 million)&7% of total loans, at December 31, 2007, coettr $10.6 million, or 0.79% of total
loans, at December 31, 2006. The allowance for losses represented 91.65% of nonperforming loeBeeember 31, 2007, and 115.13% of
nonperforming loans at December 31, 2006. To tis¢ dfeour knowledge, we have recorded all lossasdte both probable and reasonable to
estimate for each reporting period.
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Noninterest Income

Years Ended December 31, Percent Change
2008 2007 2006 2008/200 2007/200!
(Dollars in thousands)

Noninterest Income:

Deposit fees and service char $3,571 $3,60¢ $ 4,19¢ (1.0% (14.)%
Other fee incom: 1,944 1,93¢ 1,91¢ 0.3 1.2
Insurance commissions and annuities inct 794 1,007 1,321 (21.2) (23.9)
Gain on sale of loar 11¢ 12¢€ 24¢ (6.3 (48.¢)
Gain on sales of securiti 1,38t 39¢ 101 247.1 295.(
Gain on unredeemed VISA sto 1,24( — — N.M. N.M.
Gain (loss) on disposition of premises and equigr (302) 9 39t N.M. (97.7)
Loan servicing fee 771 811 93¢ (4.9) (13.5)
Amortization and impairment of servicing ass (524) (39¢€) (44¢) 32.: (11.¢)
Operations of real estate own (439 17) (45) N.M. (62.2)
Earnings on Bank Owned Life Insurar 58€ 58t — N.M. N.M.
Other 83t  157¢ 1,887 (47.3) (16.9)
Total noninterest incomr $9,98¢  $9,64¢  $10,50¢ 3.t (8.2

N.M. = not meaningfu

Comparison of Year 2008 to 200ur noninterest income increased by $336,000 to0bt@llion for the year ended December 31, 200&
$9.6 million for the year ended December 31, 2003ome from insurance commissions and annuitiesedsed by $213,000, or 21.2%, to
$794,000 for the year ended December 31, 2008, amrdo $1.0 million for 2007, due to decreasedssattivity. We recognized a $302,000
net loss on the disposition of premises and equipmhering 2008, compared to a $9,000 net gain B¥2Qoan servicing fees decreased
$40,000, or 4.9%, to $771,000 for the year endeckBer 31, 2008, from $811,000 for 2007. Mortgageising rights amortization expense
increased $128,000 or 32.3%, to $524,000 for tlee gaded December 31, 2008, compared to $396,0@hd®same period in 2007, due in |

to a $110,000 valuation reserved that we estalliftre2008 based on accelerating prepayment spBledsiortgage servicing rights valuation
reserve was established for 2007. Net expensekdarperation of REO totaled $434,000 for the yated December 31, 2008, compared to
$17,000 in 2007. These expenses were primarilytalaenet loss of $253,000 that we realized on #iessof several properties, and a reduction
of the book values of several other propertieseDificome totaled $835,000 for the year ended Dbeedl, 2008, compared to $1.6 million
for 2007, due in substantial part to the decreasi#lé insurance agency commissions and feesésaited from the sale of our title insurance
agency business in March of 2008. Our noninteresime for 2008 also included a $1.4 million pregain related to the sale of the 32,398
shares of Visa, Inc. Class B common stock thategeived in connection with Visa, Inc.’s initial dighoffering in March of 2008. We also
recorded a pre-tax gain of $1.2 million in 2008aonadditional 51,404 shares of Visa Inc. Class faroon stock that were allocated to us in
connection with the initial public offering, andeazurrently held in a litigation escrow under Viga.’s retrospective responsibility plan. The
gain recorded on the shares held in the litigagiserow represents a reduction of our obligatiomdemnify Visa USA under the retrospective
responsibility plan. We recorded a $1.2 million empe for this indemnification obligation in 2007uédto the restrictions on the shares held in
the litigation escrow, they have not been recom@edn asset. Our noninterest income for 2007 atdoded a $399,000 gain on the redemption
of MasterCard Class B common stock that we receivednnection with MasterCard’s initial public effng.

Comparison of Year 2007 to 200®ur noninterest income decreased by $861,000 ®r$ifllion for the year ended December 31, 2007mfro
$10.5 million for the year ended December 31, 20U6.experienced a $592,000, or 14.1%, decreasepiosit service charges and fees to $3.6
million, and a $23,000, or 1.2%, increase in ofkerincome to $1.9 million. Returned check and gofiicient funds charges decreased
$401,000 in 2007, from $3.5 million in 2006, congxhto $3.1 million in 2007. The decrease can baglgrattributed to a $7.1 million
decrease in the average balance of non-intereshbedeposits. Income from insurance commissiomsamuities decreased by $314,000, or
23.8%, to $1.0 million for the year ended Decen8ir2007, compared to $1.3 million for 2006. Gainssales of loans decreased by
$120,000, or 48.8%, to $126,000 for 2007, from $2@6 for 2006, primarily because of lower loan salkimes in 2007. We recorded a
$399,000 gain on the redemption of
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MasterCard Class B common stock in 2007, compared®55,000 gain on the same common stock in 28@6recorded no net gains on the
sale of investment securities during 2007, comp#reil6,000 in gains in 2006. We recognized $9j80tet gains on the disposition of
premises and equipment during 2007, compared t6,880 in 2006. Loan servicing fees decreased $007 @ 13.5%, to $811,000 for the
year ended December 31, 2007, from $938,000 fo6 20@rtgage servicing rights amortization expenserdased $52,000, or 11.6%
$396,000 for the year ended December 31, 2007, amedpgo $448,000 for the same period in 2006. Met¢eses from real estate owned
totaled $17,000 for the year ended December 317, 28npared to $45,000 in 2006. Non-interest incon@007 included $585,000 in
earnings on BOLI that we purchased in June 200Mpewed to no such earnings in 2006. Other incomeedsed $308,000, or 16.3%, to $1.6
million for the year ended December 31, 2007, fir® million for 2006, partially attributable todb22,000 net decrease in title insurance
agency commissions and fees earned by Financlal Sérvices, a division of our subsidiary, Finahgissurance Services.

Noninterest Expense

Years Ended December 31 Percent Change
2008 2007 2006 2008/200 2007/200
(Dollars in thousands)

Noninterest Expense:

Compensation and benef $30,53t  $32,27¢  $34,45¢ (5.9% (6.9%
Office occupancy and equipme 6,87 5,94¢ 5,602 5.5 6.2
Advertising and public relatior 1,361 1,41z 1,19 (3.6 18.¢
Information technolog' 3,662 3,241 3,341 13.C (3.0
Supplies, telephone and post: 2,07(C 2,10¢ 2,10¢ (1.8 0.4
Amortization of intangible: 1,78¢ 1,87¢ 1,87z (5.2 0-2
Visa litigation — 1,24(C — N.M. N.M.
Loss on impairment of securities available for ¢ 35,91¢ — — N.M. N.M.
Loss on early extinguishment of borrowir 1,97¢ — — N.M. N.M.
Other 4,44: 4,37¢ 3,807 185 14.¢
Total noninterest expen: $88,62: $52,48. $52,37( 68.¢ 0.2

N.M. = not meaningfu

Comparison of Year 2008 to 200For the year ended December 31, 2008, nonintexpsinse increased by $36.1 million, or 68.9%, t0.688
million, from $52.5 million for the year ended Deaeger 31, 2007. The increase was primarily due$89 million pre-tax impairment loss
that we recorded on our holdings of Freddie Madgpred stocks after Freddie Mac was placed intseoratorship, and a $2.0 million pre-tax
expense that we recorded in connection with thpgymment of a $25 million FHLBC term advance. Congagion expense decreased by $1.7
million, or 5.4%, to $30.5 million for the year eediDecember 31, 2008, from $32.3 million for tharyended December 31, 2007. The
decrease was due in part to a decrease of 32 aviidhgime equivalents (“FTE”) from 425 FTE in 2D® 393 FTE in 2008, resulting from the
implementation of functional staffing reviews ahe sale of our title insurance agency businessesgrelating to equitjased compensatic
and benefits totaled $4.6 million in 2008, compa@®5.1 million during 2007. Information technojogxpenses increased by $421,000, or
13.0%, to $3.7 million for 2008, compared to $3.#liam for 2007, primarily due to increased systemintenance costs and software upgre
Occupancy and equipment increased $925,000, o#d,36$6.9 million for 2008, from to $5.9 milliowif 2007, due in substantial part to the
write-off of $277,000 in feasibility and design toselated to a possible remodeling project andirepork performed at several branches, and
$179,000 related to the establishment of our falljomated Express Branch facilities. Advertising poblic relations expenses decreased
$51,000, or 3.6% to $1.4 million. Supplies, teleph@and postage expenses decreased $39,000, ortt.8201 million, and intangible
amortization expense decreased by $95,000. Otlpemees increased by $66,000, or 1.5%, to $4.4omiili 2008.

Comparison of Year 2007 to 200&-or the year ended December 31, 2007, nonintexgsinse increased by $112,000, or 0.2%, to $52.5
million, from $52.4 million for the year ended Detler 31, 2006. Compensation expense decreased byrfifon, or 6.3%, to $32.3 million

for the year ended December 31, 2007, from $34lkomfor the year ended December 31, 2006. Theedese was due in part to a decrease of
29 average full time equivalents (“FTE”) from 450Fin 2006 to 421 FTE in 2007. Expense relatingdaity-based compensation and
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benefits was $5.1 million in 2007, compared to $&ilion during 2006. Information technology expesslecreased by $100,000, or 3.0%, to
$3.2 million for 2007, compared to $3.3 million 2006. Occupancy and equipment increased $347¢0@2%, to $5.9 million for 2007
compared to $5.6 million for 2006, primarily duea&94,000 increase in rental expense and the-offitgf $91,000 in feasibility and design
costs related to a possible remodeling projectrapdir work performed at several branches. Adviegiand public relations expenses increi
$219,000, or 18.4% to $1.4 million. Supplies, tblepe and postage expenses increased $9,000, ort@.4%1 million, and intangible
amortization expense increased by $6,000. Our hengist expense for 2007 included a charge of $1ll@m which reflected our obligation to
indemnify Visa USA for a proportionate share oftagr of its litigation obligations under the retpestive responsibility plan that Visa Inc.
established in connection with its initial publifering. Other expenses increased by $569,0004®%, in 2007, and the increase included a
$250,000 fraud loss that we recorded in connedtitim claims that we settled with the bankruptcystee and our blanket bond carrier for
defalcations committed by a third party loan séngccompany.

Income Tax Expense

Comparison of Year 2008 to 200For the year ended December 31, 2008, we recom@tame tax benefit of $12.0 million, compared to
income tax expense of $3.0 million for the yearesh®ecember 31, 2007, primarily due to the impairess that we recorded on our Freddie
Mac preferred stocks in 2008. The effective tar fat 2007 was 29.3%. Items that caused the effetdix rate to be less than the statutory tax
rate included the dividends received deduction refigpred stock dividends received, income earneB®hl and interest income on municipal
bonds and municipal loans, respectively.

Comparison of Year 2007 to 200&-or the year ended December 31, 2007, we recondedne tax expense of $3.0 million, compared to $4.8
million for the year ended December 31, 2006. Tifectve tax rate for 2007 was 29.3% compared t&%in 2006. Items that caused the
effective tax rate to be less than the statutoryase included the dividends received deductiopmaferred stock dividends received, income
earned on BOLI and interest income on municipaldscssand municipal loans, respectively.

Impact of Inflation and Changing Prices

The financial statements and related notes of tragany have been prepared in accordance with attagurinciples generally accepted in
the United States of America (“GAAP”). GAAP gendyakquires the measurement of financial positind aperating results in terms of
historical dollars without consideration for chaage the relative purchasing power of money oveetdue to inflation. The impact of inflatic
if any, is reflected in the increased cost of goerations. Unlike industrial companies, our asaatsliabilities are primarily monetary in natu
As a result, changes in market interest rates hayreater impact on performance than the effedisflation.

Management of Interest Rate Risk

Qualitative AnalysisWe believe that our most significant form of markisk is interest rate risk. Interest rate riskutessfrom timing
differences in the maturity or repricing of our etss liabilities and off balance sheet contradts.(forward loan commitments), the effect of
loan prepayments and deposit withdrawals, the miffee in the behavior of lending and funding ratesing from the use of different indices
and “yield curve risk” arising from changing rat#ationships across the spectrum of maturitiesdémstant or variable credit risk investments.
In addition to directly affecting net interest imse, changes in market interest rates can alsotaffe@amount of new loan originations, the
ability of borrowers to repay variable rate loath®g volume of loan prepayments and refinancingsctrrying value of investment securities
classified as available-for-sale and the flow anxl of deposits.

The general objective of our interest rate risk aggament is to determine the appropriate levelstf given our business strategy and then
manage that risk in a manner that is consistett auit policy to reduce, to the extent possible ekqgosure of our net interest income to
changes in market interest rates. Our Asset/Ligbilianagement Committee (“ALCQ”), which consistsceftain members of senior
management, evaluates the interest rate risk inhareertain assets and liabilities, our operagngironment and capital and liquidity
requirements, and modifies our lending, investind deposit gathering strategies accordingly. Thar8of Directors’
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Asset/Liability Management Committee then revielws ALCO’s activities and strategies, the effecthafse strategies on our net interest
margin, and the effect that changes in marketéstenates would have on the economic value of@am hnd securities portfolios as well as the
intrinsic value of our deposits and borrowings, agygbrts to the full Board of Directors.

We actively evaluate interest rate risk in conrmttvith our lending, investing and deposit actestiln an effort to better manage interest-rate
risk, we have de-emphasized the origination residlemortgage loans, and have increased our empbaghe origination of nonresidential

real estate loans, multifamily mortgage loans, cemuial loans and commercial leases. In additiopedding on market interest rates and our
capital and liquidity position, we generally sdll@ a portion of our longer-term, fixed-rate rsntial loans, usually on a servicing-retained
basis. Further, we primarily invest in shorter-dimma securities, which generally have lower yietd@snpared to longer-term investments.
Shortening the average maturity of our interestiearassets by increasing our investments in shteten loans and securities, as well as loans
with variable rates of interest, helps to bettetalnahe maturities and interest rates of our assaddiabilities, thereby reducing the exposure of
our net interest income to changes in market isteees. Finally, we have classified all of ourdstment portfolio as available-fsgle so as
provide flexibility in liquidity management.

We utilize a combination of analyses to monitor Bask’s exposure to changes in interest rates.eEbaomic value of equity analysis is a
model that estimates the change in net portfollaes€'NPV”) over a range of interest rate scenartdBYV is the discounted present value of
expected cash flows from assets, liabilities ariebafance sheet contracts. In calculating chang®HV, we assume estimated loan
prepayment rates, reinvestment rates and depasiydates that seem most likely based on histoexpérience during prior interest rate
changes.

Our net interest income analysis utilizes the diat@ved from the dynamic GAP analysis, describddweand applies several additional
elements, including actual interest rate indicesmargins, contractual limitations such as interat floors and caps and the US Treasury
yield curve as of the balance sheet date. In amditve apply consistent parallel yield curve shiiftsboth directions) to determine possi
changes in net interest income if the theoretigblycurve shifts occurred instantaneously. Negriest income analysis also adjusts the dyn
GAP repricing analysis based on changes in prepalyrates resulting from the parallel yield curvétsh

Our dynamic GAP analysis determines the relativerizze between the repricing of assets and liadslitiver multiple periods of time (ranging
from overnight to five years). Dynamic GAP analyisisludes expected cash flows from loans and mgedaacked securities, applying
prepayment rates based on the differential betwleourrent interest rate and the market intesgstfor each loan and security type. This
analysis identifies mismatches in the timing ofeassd liability repricing but does not necessapilgvide an accurate indicator of interest rate
risk because it omits the factors incorporated theonet interest income analysis.

Quantitative AnalysisThe following table sets forth, as of DecemberZ&108, the estimated changes in the Bank’s NPV am¢hterest

income that would result from the designated instamous parallel shift in the US Treasury yieldveutComputations of prospective effects of
hypothetical interest rate changes are based ormus assumptions including relative levels of retinkterest rates, loan prepayments and
deposit decay, and should not be relied upon asdtide of actual results.

Decrease in
Estimated Increase Estimated Net
(decrease) in NPV Interest Income
Change in Interest Rates (basis points) Amount Perceni Amount Perceni
+300 $(2,160  (0.9)% $(5,05)  (9.80)%
+200 (7))  (0.09 (4,165  (8.19)
+100 51€ 0.2z (2,310  (4.5])

0 — — — —

The Company has opted not to include an estimata fflecrease in rates at December 31, 2008 asshks are not relevant given the current
targeted fed funds rate of the Federal Open Ma&ketmittee. The table set forth above indicatesah&tecember 31, 2008, in the event of an
immediate 200 basis point increase in interessrabe Bank would be expected to experience a 0d&&ease in NPV and a $4.2 million
decrease in net interest income. This data doesefiett any actions that we may undertake in respdo changes in interest rates, such as
changes in rates paid on certain deposit accoasesdbon local competitive factors, which could medthe actual impact on NPV and net
interest income, if any.
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Certain shortcomings are inherent in the methodolagd in the above interest rate risk measuremitodeling changes in NPV and net
interest income requires that we make certain agans that may or may not reflect the manner inciactual yields and costs respond to
changes in market interest rates. The NPV andntetast income table presented above assume$éhabmposition of our interest-rate
sensitive assets and liabilities existing at thgimi@ng of a period remains constant over the gebeing measured and, accordingly, the data
does not reflect any actions that we may underitakesponse to changes in interest rates, suchaagjes in rates paid on certain deposit
accounts based on local competitive factors. Thie talso assumes that a particular change in Bitestes is reflected uniformly across the
yield curve regardless of the duration to matusitghe repricing characteristics of specific assets liabilities. Accordingly, although the NF
and net interest income table provides an indicadioour sensitivity to interest rate changes padicular point in time, such measurements
not intended to and do not provide a precise fatechthe effect of changes in market interestsrate our net interest income and will differ
from actual results.

Liquidity Management

Liquidity Management— Bank. The overall objective of our liquidity managemetao ensure the availability of sufficient cashdaro meet
all financial commitments and to take advantagmeéstment opportunities. We manage liquidity idearto meet deposit withdrawals on
demand or at contractual maturity, to repay borngsias they mature, and to fund new loans and imesgs as opportunities arise.

Our primary sources of funds are deposits, prin@pd interest payments on loans and securitiek, tara lesser extent, wholesale borrowings,
the proceeds from maturing securities and shont-tavestments, and the proceeds from the salesaotland securities. The scheduled
amortization of loans and securities, as well as@eds from borrowings, are predictable sourcdésrafs. Other funding sources, however,
such as deposit inflows, mortgage prepayments arthage loan sales are greatly influenced by manketest rates, economic conditions and
competition.

Our cash flows are derived from operating actigitiavesting activities and financing activitiesraported in the Consolidated Statements of
Cash Flows in our Consolidated Financial Statemétis primary investing activities are the origioatfor investment or sale of one- to four-
family residential mortgage loans, the originatfioninvestment of multi-family mortgage, nonresitlehreal estate, commercial leases,
construction, commercial and other loans, and threhase of investment securities and mortgage-loes&eurities. During the years ended
December 31, 2008, 2007 and 2006, our loans otginfar sale totaled $23.4 million, $26.6 millionda$23.9 million, respectively. During t!
years ended December 31, 2008, 2007 and 2006oans briginated for investment totaled $818.7 omilli$752.8 million and $659.9 millio
respectively. Purchases of loans totaled $12.7anjl$3.9 million and $34.5 million for the yeansded December 31, 2008, 2007 and 2006,
respectively. Purchases of securities availableséde totaled $103.0 million, $1.446 billion and $9Aillion for the years ended December
2008, 2007 and 2006, respectively. The signifigahigh level of purchases in 2007 reflects the clative impact of investing in short-term
discount notes.

These activities were funded primarily by principgbayments on loans and securities, and the §&ars and securities. During the years
ended December 31, 2008, 2007 and 2006, prinapalyments on loans totaled $810.6 million, $807lliam and $614.6 million,
respectively. During the years ended December @18,22007 and 2006, principal repayments on séesidvailable-for-sale totaled $9.1
million, $5.9 million and $30.0 million, respectiye During the years ended December 31, 2008, 20@72006, proceeds from maturities on
securities available-for-sale totaled $16.1 milli&t.492 billion and $51.8 million, respectivelyuling the years ended December 31, 2008,
2007 and 2006, the proceeds from the sale of ltdaked $22.8 million, $26.9 million and $24.7 ridh, respectively. In addition, during the
year ended December 31, 2007 we securitized $2lidrmof conforming adjustab-rate residential mortgage loans. During the yealed
December 31, 2006, the proceeds from the salecofites available-for-sale totaled $230.0 milli@md the proceeds from the redemption of
FHLBC common stock totaled $9.8 million.
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Loan origination commitments totaled $40.0 milli@mnDecember 31, 2008, and consisted of $37.7 mibiofixed-rate loans and $2.3 million
of adjustable-rate loans. Unused lines of credit standby letters of credit granted to customeeded $167.1 million and $2.2 million,
respectively, at December 31, 2008. At DecembeB@8, commitments to sell mortgages totaled $8lkom

Deposit flows are generally affected by the leviaharket interest rates, the interest rates andrdérms and conditions on deposit products
offered by our banking competitors, and other fectéVe had net deposit outflows of $3.8 milliongEbmillion, and $41.8 million for the
years ended December 31, 2008, 2007 and 2006 ctasge. At times during recent periods, we havé axdtively competed for higher cc
deposit accounts, including certificates of depagibosing instead to fund loan growth from thecpeals of one- to four-family residential
mortgage loans repayments. Certificates of deplogitare scheduled to mature in one year or less Becember 31, 2008 totaled $284.2
million. Based upon prior experience and our curpeiting strategy, we believe that we will retairsignificant portion of these deposits upon
their maturities.

We anticipate that we will have sufficient fundsaé&ble to meet current loan commitments and lofasredit and maturing certificates of
deposit that are not renewed or extended. We ginezenain fully invested and utilize additionalwsoes of funds through FHLBC advances,
of which $188.9 million were outstanding at Decembi, 2008. At December 31, 2008 we had the alititporrow an additional $69.8 millit
under our credit facilities with the FHLBC. Furthesre, we have unpledged securities that could bd tssupport borrowings in excess of
$42.7 million. Finally, at December 31, 2008 we laadilable pre-approved overnight federal fundsdweing lines of $28.0 million and a line
of credit available with the Federal Reserve Bah&licago of $633,000. At December 31, 2008, thegis no outstanding balance on these
credit lines.

We minimize the funds required to originate onefotar-family residential mortgage loans in two wayge sell in the secondary market
virtually all of our eligible fixed-rate one- to fio-family residential mortgage loans. From timeioe, we also securitize the conforming
adjustable-rate one- to four-family residential tgage loans that we originate and hold the seeanitie receive in exchange. The resulting
mortgage-backed securities that we retain on olamnica sheet can be sold more readily to meet quidlity or interest rate management needs.
Because the securities carry a lower risk-weightivegn the underlying loans, the securitizatione &sver our regulatory capital requirements.
During 2008, we did not securitize any loans.

Liquidity Management- CompanyThe liquidity needs of the Company on an unconatdid basis consist primarily of operating expenses,
dividends to stockholders and stock repurchases pfimary sources of liquidity for the Company emtty are $33.0 million of cash and cash
equivalents and periodic cash dividends from thekBa

During 2008, the Bank paid $2.0 million of dividenid the Company. Under the rules of the OTS, #wekBs not permitted to pay dividends
on its capital stock to the Company, its sole dtobder, if the dividend would reduce the Bank’scktwolder’s equity below the amount of the
liquidation account established in connection wlith Company’s mutual-to-stock conversion. The Bawaly pay dividends without the
approval of the OTS only if the Bank meets its aggtile regulatory capital requirements before diet ¢he payment of the dividends and its
total dividends do not exceed its net income te daer the calendar year in which the dividendhisl plus retained net income over the
preceding two years. The OTS has discretion toipitopermissible capital distributions on generafledy and soundness grounds and must be
given 30 days advance notice of all capital distitns from the Bank to the Company, including dénds.

During 2008, we used $7.7 million of existing castd cash equivalents to repurchase shares of aunoa stock and $6.1 million of existing
cash and cash equivalents to pay cash dividenaigrtstockholders.

As of December 31, 2008, we were not aware of amop trends, events or uncertainties that had oe weasonably likely to have a material
impact on our liquidity. As of December 31, 200& khad no other material commitments for capitakexfitures.
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Capital Management

Capital Management — BankThe overall objectives of our capital managemeattarensure the availability of sufficient capialsupport

loan, deposit and other asset and liability grosgbortunities and to maintain capital to absorlotegeen losses or write-downs that are
inherent in the business risks associated witherbmking industry. We seek to balance the neelifiver capital levels to address such
unforeseen risks and the goal to achieve an adegetatrn on the capital invested by our stockhalder

The Bank is subject to regulatory capital requirete@dministered by the federal banking agenciaitufé to meet minimum capital
requirements can initiate certain mandatory, arssindy additional discretionary, actions by the Ql&, if undertaken, could have a direct
material effect on the Barnkfinancial statements. Under capital adequacyaijnies and the regulatory framework for prompt eotive action
the Bank must meet specific capital guidelines itmatlve quantitative measures of the Bank’s aséiatsilities, and certain off-balance-sheet
items as calculated under regulatory accountingtjpess. The Banlg capital amounts and classification are also stibjequalitative judgmen
by regulators about components, risk weightingd, @her factors.

The prompt corrective action regulations provide ftlassifications, including well capitalized, gdately capitalized, undercapitalized,
significantly undercapitalized, and critically umdapitalized, although these terms are not useep@sent overall financial condition.
Adequately capitalized institutions require regoitgtapproval to accept brokered deposits. If urajgitalized, a financial institution’s capital
distributions, asset growth and expansion are dichiand for the submission of a capital restorasaequired.

At year-end, actual capital ratios and minimum megguratios for the Bank were:

Minimum
Required
Minimum to Be Well
Capitalized
Required
for Under
Capital Prompt
Actual Adequacy Corrective
Action
Ratio Purposes Provisions
December 31, 200
Total capital (to ris- weighted asset: 14.6%% 8.0(% 10.0(%
Tier 1 (core) capital (to risweighted asset: 13.7¢ 4.0C 6.0C
Tier 1 (core) capital (to adjusted total ass 12.0¢ 4.0C 5.0C
December 31, 200
Total capital (to ris- weighted asset: 16.5%% 8.0(% 10.0(%
Tier 1 (core) capital (to ri-weighted asset: 15.7¢ 4.0C 6.0C
Tier 1 (core) capital (to adjusted total ass 13.9¢ 4.0C 5.0C

See Note 14 — Regulatory Matters in our Consolii&ieancial Statements for a reconciliation of Baak’s equity under GAAP to regulatory
capital.

As of December 31, 2008 and 2007, the OTS categgbilze Bank as well capitalized under the regwair@mework for prompt corrective
action. There are no conditions or events sinceemmtifications that management believes haveggththe institution’s capitalization
category.

Capital Management — Compan@n June 23, 2005, the Company completed its mutusiock conversion and sold 24,466,250 shares of
common stock in a subscription offering at $10.80ghare and raised $240.3 million in offering jpeads, net of offering expenses. The
Company contributed $120.9 million of the net pexdteto the Bank, paid off $30 million of term bawings, loaned $19.6 million to our ES!
and retained the remaining net proceeds of apprtein $72 million. As a result of the offering, t@®mpany has capital levels substantially
above those required to support the current sideiak profile of the Company and its subsidiahg Bank.

Total stockholders’ equity totaled $266.8 millianecember 31, 2008, compared to $291.1 milliobetember 31, 2007. The decrease on
total stockholders’ equity was primarily due to oepurchase of 549,700 shares of our
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common stock at an aggregate cost of $7.7 milllom declaration and payment of cash dividendsitgf&i6.1 million, and the $19.4 million
net loss that we recorded for 2008. These items yertially offset by a $3.5 million increase ircamulated other comprehensive income, and
a $4.4 million increase in additional paid in capitesulting from the vesting of stock-based conspéipn and ESOP shares earned.

The OTS has no specific quantitative capital retjuhes for savings and loan holding companies dmeeit consolidated or unconsolidated
basis. There are several capital measurementthth&TS uses to evaluate the adequacy of a saaimgkan holding company’s capital. One
measurement is the tangible capital ratio. Theitdagapital ratio (the ratio of tangible capitaltangible total assets (stockholders’ equity less
goodwill and intangible assets divided by totalkeasdess goodwill and intangible assets)) for tbenany on a consolidated basis measures the
percentage of consolidated tangible equity capitpporting our consolidated tangible total assgis. Company’s tangible capital ratio was
15.48% at December 31, 2008, compared to 17.99%&@mber 31, 2007.

As stated in our Prospectus dated April 15, 2008 strategy for utilizing the capital raised in thifering encompasses several components,
including debt reduction, funding our ESOP, finaugcacquisitions, paying dividends to stockholdezpurchasing shares of our common stock
and for other general corporate purposes.

Our Board of Directors has authorized the repuretodsip to 5,047,423 shares of our common stock.dthorization permits shares to be
repurchased in open market or negotiated transes;tamd pursuant to any trading plan that may betad in accordance with Rule 10b5-1 of
the Securities and Exchange Commission. The autitayzn may be utilized at management’s discresaibject to the limitations set forth in
Rule 10b-18 of the Securities and Exchange Comanisand other applicable legal requirements, anit® and other internal limitations
established by the Board of Directors. The repwselauthorization will expire on May 15, 2009, uslegtended by the Board of Directors. As
of December 31, 2008, the Company had repurchas€d 323 shares of its common stock out of the 5428 shares that have been
authorized for repurchase.

Off-Balance Sheet Arrangements and Aggregate Contraual Obligations

CommitmentsAs a financial services provider, we routinely arngarty to various financial instruments with offldlince-sheet risks, such as
commitments to extend credit, standby letters eflity unused lines of credit and commitments tblsahs. While these contractual obligatic
represent our future cash requirements, a signifipartion of commitments to extend credit may expvithout being drawn upon. Such
commitments are subject to the same credit polaesapproval process afforded to loans that wesmakhough we consider commitments
extend credit in determining our allowance for ld@sses, at December 31, 2008, we had made nospyovor losses on commitments to
extend credit, and had no specific or general alove for losses on such commitments, as we havadbi$torical loss experience with
commitments to extend credit and we believed tbatnobable and reasonably estimable losses weeeenhin our portfolio as a result of our
commitments to extend credit. For additional infation, see Note 15, “Loan Commitments and OtheatRdlActivities,” to our Consolidated
Financial Statements.

Contractual Obligationsln the ordinary course of our operations, we eimtier certain contractual obligations. Such obligas include
operating leases for premises and equipment.

The following table summarizes our significant fixend determinable contractual obligations andrdineding needs by payment date at
December 31, 2008. The payment amounts represeseg dimounts due to the recipient and do not incugeunamortized premiums or
discounts or other similar carrying amount adjusttae
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Payments Due by Period

More

One to Three than

Less than Three to Five Five

Contractual Obligations One Year Years Years Years Total
(Dollars in thousands)

Certificates of depos $284,24: ¢ 86,88¢ $3,36¢ $ —  $374,49.
Borrowings 169,30( 31,05¢( — — 200,35(
Standby letters of crec 1,97(C 214 40 — 2,22¢
Operating lease 46E 78C 75C 7,21¢ 9,20¢
Total $455,97° $118,92¢ $4,15¢ $7,21¢ $586,27"
Commitments to extend cres $207,090 $§ — $ — $ —  $207,09

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKE T RISK

For information regarding market risk see Item Mahagement’s Discussion and Analysis of Financ@mditions and Results of Operation” —
Management of Interest Rate Risk.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

REPORT OF MANAGEMENT ON INTERNAL CONTROL OVER FINAGIAL REPORTING
Management of BankFinancial Corporation is resgmadbr establishing and maintaining effective intd control over financial reporting.

Management evaluates the effectiveness of intearalol over financial reporting and tests forasbillity of recorded financial information
through a program of ongoing internal audits. Apgtem of internal control, no matter how well desid, has inherent limitations, including
the possibility that a control can be circumvertedverridden and misstatements due to error adfraay occur and not be detected. Also,
because of changes in conditions, internal coefifectiveness may vary over time. Accordingly, eaareffective system of internal control
will provide only reasonable assurance with respeéinancial statement preparation.

The Company’s internal control over financial rejpa is a process designed to provide reasonablaasce regarding the reliability of
financial reporting and the preparation of finahsiatements for external purposes in accordantteagicounting principles generally accepted
in the United States of America. The Company’srima&control over financial reporting includes thgmlicies and procedures that (i) pertain
to the maintenance of records that, in reasonadigldaccurately and fairly reflect the transacti@nd dispositions of the assets of the
Company; (i) provide reasonable assurance thas#aietions are recorded as necessary to permitratépaof financial statements in
accordance with accounting principles generallyepted in the United States of America, and thagipgs and expenditures of the Company
are being made only in accordance with authorinatimf management and directors of the Company(iaphdrovide reasonable assurance
regarding prevention or timely detection of unauithed acquisition, use, or disposition of the Compa assets that could have a material
effect on the financial statements.

Management assessed the Company’s internal cavteolfinancial reporting as of December 31, 20@&eguired by Section 404 of the
Sarbanes-Oxley Act of 2002, based on the criterigffective internal control over financial repog described in the “Internal Control-
Integrated Framework,” adopted by the CommitteSmdnsoring Organizations of the Treadway Commis€dSO). Based on this
assessment, management concludes that, as of Dec8i2008, the Company’s internal control oveaficial reporting is effective.

The Company'’s independent registered public acaogifirm has issued their report on the effectivenef the Compang’internal control ovi
financial reporting. That report follows under teading, Report of Independent Registered Publaoiwting Firm.

F. Morgan Gasio Paul A. Cloutiel
Chairman of the Board, Chief Executive Officer &résiden Executive Vice President and Chief Financial Offi
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKERM

We have audited the accompanying statements afdiabcondition of BankFinancial Corporation (ther@pany) as of December 31, 2008
2007, and the related statements of operationsgglsain stockholders’ equity and comprehensivenredoss), and cash flows for each of the
years in the thre-year period ended December 31, 2008. We also &adited the Company’s internal control over finahcgporting as of
December 31, 2008, based on criteria establishédeémal Control— Integrated Framework issued by the Committee ohSgring
Organizations of the Treadway Commission (COS®¢ Company’s management is responsible for theraadial statements, for maintaining
effective internal control over financial reportjrand for its assessment of the effectivenesstefnal control over financial reporting, included
in the accompanying Management’s Report on Inte@aaltrol Over Financial Reporting. Our responsipils to express an opinion on these
financial statements and an opinion on the Compsimgérnal control over financial reporting basedoarr audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamiqUnited States). Those standards
require that we plan and perform the audits toiobtasonable assurance about whether the finastei@ments are free of material
misstatement and whether effective internal coravelr financial reporting was maintained in all evél respects. Our audits of the financial
statements included examining, on a test basideaee supporting the amounts and disclosures ifirthecial statements, assessing the
accounting principles used and significant estimatade by management, and evaluating the ovemaltdial statement presentation. Our a

of internal control over financial reporting incled obtaining an understanding of internal contx@rdinancial reporting, assessing the risk

a material weakness exists, and testing and euadutite design, and operating effectiveness ofmatiecontrol based on the assessed risk. Our
audits also included performing such other proceslais we considered necessary in the circumstaiMeebelieve that our audits provide a
reasonable basis for our opinions.

A company’s internal control over financial repogiis a process designed to provide reasonableaagsuregarding the reliability of financial
reporting and the preparation of financial statetméor external purposes in accordance with gelyesaktepted accounting principles. A
company'’s internal control over financial reportingludes those policies and procedures that (ftajpeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettilansactions and dispositions of the assetseoédmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgegaparation of financial statements in accor@awih generally accepted accounting
principles, and that receipts and expendituree®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely deteafainauthorized acquisition, use, or
disposition of the company’s assets that could lzareaterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detisstatements. Also, projections of any
evaluation of effectiveness to future periods agjext to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, the financial statements referr@dlbove present fairly, in all material respedis, financial position of BankFinancial
Corporation as of December 31, 2008 and 2007, ledetsults of its operations and its cash flows#wh of the years in the three-year period
ended December 31, 2008 in conformity with accaunfirinciples generally accepted in the Unitedetatf America. Also in our opinion, the
Company maintained, in all material respects, éffednternal control over financial reporting asbecember 31, 2008, based on criteria
established imnternal Control—Integrated Framework issued by @mmmittee of Sponsoring Organizations of the TneadCommission
(COS0).

Crowe Horwath LLP

Oak Brook, lllinois
February 20, 2009
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BANKFINANCIAL CORPORATION
CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
December 31, 2008 and 2007
(In thousands, except share and per share data)

ASSETS

Cash and due from other financial institutic
Interes-bearing deposits in other financial institutic

Cash and cash equivalel

Securities availab-for-sale, at fair valu

Loans hel-for-sale

Loans receivable, net of allowance for loan los
December 31, 2008, $14,746; and December 31, 217051
Stock in Federal Home Loan Bank, at ¢

Premises and equipment, |
Accrued interest receivab
Goodwiill

Core deposit intangibl
Bank Owned Life Insuranc
Other asset

Total asset

LIABILITIES AND STOCKHOLDERS '’ EQUITY

Liabilities
Deposits
Borrowings

Advance payments by borrowers taxes and insur
Accrued interest payable and other liabilit

Total liabilities

Commitments and contingent liabiliti

Stockholder’ equity

Preferred Stock, $0.01 par value, 25,000,000 stard®rized, none issued or outstanc

Common Stock, $0.01 par value, shares authoriZ#000,000; shares issued at December 31, 2008,

21,694,177; and at December 31, 2007, 22,244

Additional paic-in capital

Retained earnings, substantially restric
Unearned Employee Stock Ownership Plan st
Accumulated other comprehensive i

Total stockholder equity

Total liabilities and stockholde’ equity

See accompanying notes to consolidated finan@ssients.
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December 31

December 31

2008 2007
$ 2921: $ 28,27¢
11€ 66<
29,32¢ 28,94¢
124,91¢ 77,04¢
872 172
1,267,96;  1,253,99
15,59¢ 15,59¢
34,56¢ 34,48;
6,73z 7,09(
22,56¢ 22,56¢
5,98¢ 7,76¢
20,17: 19,58t
25,99¢ 13,28(
$1,554,70.  $1,480,54-
1,069,85  1,073,65!
200,35( 96,43:
8,10« 7,48¢
9,601 11,83¢
1,287,911 1,189,40
217 227
195,11¢ 198,44¢
88,27¢ 113,80:
(16,14%) (17,126
(676€) (4,210
266,79 291,13
$1,554,70.  $1,480,54




BANKFINANCIAL CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS
Years ended December 31, 2008, 2007, and 2006
(In thousands, except per share data)

Interest and dividend incon
Loans, including fee
Securities
Other

Total interest incom

Interest expens
Deposits
Borrowings
Total interest expens

Net interest income

Provision (credit) for loan lossi

Net interest income after provision (credit) for lan losses

Noninterest incom
Deposit service charges and fi
Other fee incom:
Insurance commissions and annuities inct
Gain on sale of loar
Gain on sale of securiti¢
Gain on unredeemed VISA sto
Gain (loss) on disposition of premises and equigr
Loan servicing fee
Amortization and impairment of servicing ass
Operations of real estate own
Earnings on Bank Owned Life Insurar
Other

Total noninterest incom

Noninterest expens
Compensation and benef
Office occupancy and equipme
Advertising and public relatior
Information technolog
Supplies, telephone, and post:
Amortization of intangible:
VISA litigation
Loss on impairment of securities availe-for-sale
Loss on early extinguishment of borrowir
Other

Total noninterest expen:

Income (loss) before income taxe

Income tax expense (benel

Net income (loss

Basic earnings (loss) per common st
Diluted earnings (loss) per common sh

Weighted average common shares outstan
Diluted weighted average common shares outstar

2008 2007 2006
$ 73,98 $ 85,60 $ 83,50:
3,89: 5,05¢ 9,18¢
84 1,29¢ 1,40(
77,96( 91,95: 94,08t
22,03 33,44 29,95
3,63¢ 4,85¢ 7,53:
25,66 38,30: 37,48
52,29: 53,64 56,59
5,09; 697 (13€)
47,20 52,95; 56,73
3,571 3,60¢ 4,19¢
1,94¢ 1,93¢ 1,91¢
794 1,007 1,321
11€ 12€ 24€
1,38¢ 39¢ 101
1,24( — _
(302) 9 39t
771 811 93¢
(524) (39€6) (448)
(434) 17) (45)
58€ 58t —
83t 1,57¢ 1,887
9,98¢ 9,64¢ 10,50¢
30,53 32,27¢ 34,45
6,87¢ 5,94¢ 5,60%
1,361 1,412 1,19:
3,66: 3,241 3,341
2,07( 2,10¢ 2,10(
1,78¢ 1,87¢ 1,87¢
— 1,24( —
35,91¢ — —
1,97¢ — —
4,44: 4,37¢ 3,801
88,62: 52,48: 52,37(
(31,43 10,11¢ 14,87:
(12,049 2,96% 4,82¢
$ (19389 $  7,15F $  10,04¢
$ (099 3 0.3¢ $ 0.45
$ (099 $ 0.3¢ $ 0.4F
19,818,89 20,659,58 22,368,03
19,818,89 20,659,58 22,372,22

See accompanying notes to consolidated financistents.
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BANKFINANCIAL CORPORATION
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’
COMPREHENSIVE INCOME (LOSS)
Years ended December 31, 2008, 2007, and 2006
(In thousands)

EQUITY AND

Unearned
Employee
Stock ) Accumulated
Common Additional Ounership Comgrtgr?(rensiw Comprehensive
Paid-in Retained Plan
Stock Capital Earnings Shares Income (Loss) Total Income (Loss)
Balance at December 31, 20C $ 24t $240,23" $107,52¢ $(19,08) $ (147) $328,77°
Comprehensive incom:
Net income — — 10,04¢ — — 10,04¢ $  10,04¢
Change in other comprehensive income (loss), r
tax effects — — — — 3,15¢ 3,15¢ 3,15¢
Total comprehensive incon $ 13,20
Purchase and retirement of common stock (977,300
shares (10) (17,280 — — — (17,290
Nonvested stock awarc
Issuance of shares of restricted stock (816,000
shares 8 (8 — — — —
Stocl-based compensation expel — 4,03( — — — 4,03(
Cash dividends declared on common stock ($0.18
per share — — (4,44¢) — — (4,44¢)
ESOP shares earn — 764 — 97¢ — 1,74:
Balance at December 31, 20C $ 24 $227,74: $113,12¢ $(18,10YH $ 3,00¢ $326,01!
Comprehensive income (los:
Net income — — 7,15k — — 7,158 % 7,15¢
Change in other comprehensive income (loss), r
tax effects — — — — (7,21¢) (7,21%) (7,219
Total comprehensive income (lo¢ $ (63
Purchase and retirement of common si
(2,077,923 share: (21) (33,930 — — — (33,95)
Nonvested stock awarc
Issuance of shares of restricted stock (17
shares — — — — — —
Stock-based compensation expel — 4,07t — — — 4,07t
Cash dividends declared on common stock ($
per share — — (6,48)) — — (6,48])
ESOP shares earn — 56¢ — 97¢ — 1,54¢
Balance at December 31, 20C $ 22z $198,44¢ $113,80: $(17,126 $ (4,210 $291,13

See accompanying notes to consolidated finanassients.
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BANKFINANCIAL CORPORATION
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’' EQUITY AND
COMPREHENSIVE INCOME (LOSS)
Years ended December 31, 2008, 2007, and 2006
(In thousands)

Unearned
Employee
Stock ) Accumulated
Common Additional Ounership Comgrtgr?(rensiw Comprehensive
Paid-in Retained Plan
Stock Capital Earnings Shares Income (Loss) Total Income (Loss)
Balance at December 31, 20C $ 22z $198,44¢ $113,80: $(17,12 $ (4,210 $291,13
Comprehensive incom:
Net loss — — (29,389 — — (19,389 $ (19,389
Change in other comprehensive income, net of tax
effects — — — — 3,53¢ 3,53¢ 3,53¢
Total comprehensive lo: $ (15,85H
Purchase and retirement of common stock (549,700
shares 5) (7,732 — — — (7,73%)
Nonvested stock awarc
Stoclk-based compensation expel — 4,38t — — — 4,38t
Cash dividends declared on common stock ($0.:
per share — — (6,139 — — (6,139
ESOP shares earn — 19 — 97¢ — 997
Balance at December 31, 20C $ 217 $19511¢ $ 88,27¢ $(16,14¢) $ (676) $266,79:

See accompanying notes to consolidated financigstents.
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BANKFINANCIAL CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
Years ended December 31, 2008, 2007, and 2006
(In thousands)

2008 2007 2006
Cash flows from operating activities
Net income (loss $ (19,389 $ 7,15k $ 10,04¢
Adjustments to reconcile to net income to net dastim operating activitie
Provision (credit) for loan loss: 5,09z 697 (13€)
ESOP shares earn 997 1,54¢ 1,74
Stoclk-based compensation expel 4,12¢ 4,07t 4,03(
Depreciation and amortizatic 3,94t 3,862 3,441
Amortization of premiums and discounts on secgiéiad loan: (42) (319 3
Amortization of core deposit and other intangildsets 1,76¢ 1,87¢ 1,88¢
Amortization and impairment of servicing ass 524 39¢€ 44¢
Net change in net deferred loan origination ¢ 174 33¢ 117
Net loss on sale of real estate ow 252 — 18
Net gain on sale of loar (11€) (12€) (24€)
Net gain on sale of securiti (1,38%) (399) (101)
Loss on impairment of securities availe-for-sale 35,91¢ — —
Gain on unredeemed VISA sto (1,240 — —
Net loss (gain) disposition of premises and equiptr 30z 9 (395)
Loans originated for sa (23,399 (26,637 (23,889
Proceeds from sale of loa 22,81 26,88¢ 24,711
Net change in
Deferred income ta (14,39¢) (43¢) 2,45¢
Accrued interest receivab 35¢ 77¢ (727
BOLI Income (58¢€) (585) —
Other asset (3,519 (1,989 (2,287%)
Accrued interest payable and other liabilit (792) 623 (7,72%)
Net cash from operating activiti 11,417 17,73¢ 13,39¢
Cash flows from investing activities
Securities availab-for-sale
Proceeds from sal¢ 1,38¢ 39¢ 229,99(
Proceeds from maturitie 16,11: 1,492,37: 51,83¢
Proceeds from principal repayme 9,051 5,86¢ 30,00!
Purchases of securiti (103,019 (1,445,64) (95,08¢)
Loans receivabl
Principal payments on loans receiva 810,64 807,68 614,60:¢
Purchases of loar (22,68() (3,84¢ (34,459
Originated for investmer (818,65¢f) (752,75) (659,869
Proceeds from redemption of stock in Federal HowenlLBank — — 9,83¢
Investment BOL| — (19,000 —
Proceeds from sale of real estate ow 2,27¢ — 114
Purchase of premises and equipment (3,015 (2,11%) (1,159
Cash paid, net of cash and cash equivalents, misitign — — (13,36%)
Net cash from investing activitit (97,909 82,95¢ 132,45

(Continued)
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BANKFINANCIAL CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
Years ended December 31, 2008, 2007, and 2006
(In thousands)

Cash flows from financing activities
Net change in deposi
Net change in advance payments by borrowers f@stard insuranc
Net change in borrowing
Repurchase and retirement of common s
Cash dividends paid on common stt

Net cash from financing activitie
Net change in cash and cash equival

Beginning cash and cash equivale
Ending cash and cash equivalent

Supplemental disclosure
Interest paic
Income taxes pai
Loans transferred to other real es
Loans securitized to securiti
Due to broke

Supplemental Disclosures of Noncash Investing At@iy— Acquisition

Noncash assets acquire
Investment securities available for s
Loans, ne
Premises and equipment, |
Goodwill, net
Other intangible assets, r
Other asset

Total noncash assets acqui

Liabilities assumec
Deposits
Accrued expenses and other liabilit
Total liabilities assume
Cash paid, net of cash and cash equivalents, msitign

See accompanying notes to consolidated financisstents.
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2008 2007 2006
$ (3,795 $ (55,959 $ (41,81
61€ (979) 244
103,91° (41,71%) (53,24()
(7,737) (33,95 (17,290
(6,13/) (6,48)) (4,446)
86,861 (139,079 (116,549
381 (38,38¢) 29,317
28,94 67,33 38,02¢
$29,32¢ $ 2894 $ 67,331
$2590: $ 3850¢ $ 37,36¢
3,57¢ 3,49: 3,67(
2,967 82C —
— 23,48: —

— 15¢ —
$ — $ — $ 81,01«
— — 17,78:
— — 2,87¢
— — 11,71¢
— — 3,272
— — 99¢
— — 117,65¢
$ — $ —  $10348
— — 80€
— — 104,29
$ — $§ — $ 13,36¢




BANKFINANCIAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Table amounts in thousands, except share anchpez data)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentatiol: BankFinancial Corporation, a Maryland corporatiadquartered in Burr Ridge, Illinois (the “Companis the owne

of all of the issued and outstanding capital stofcBankFinancial, F.S.B. (the “Bank”). On March P08, Financial Assurance Services, Inc.
(“Financial Assurance”), a wholly-owned subsidiafithe Bank, completed the sale of its title insiwe@agency business to a newly formed,
third-party title insurance agency. The sale oftithe insurance agency business does not affecBnk’s other insurance businesses, such as
the property, casualty and life insurance and fiaeduity products that the Bank sells through FirelmPAssurance. The transaction had no
material impact on the Company'’s total assetskbiolders’ equity or net income.

Principles of Consolidatior: The consolidated financial statements includeatt@unts of and transactions of BankFinancial Gatpon, the
Maryland corporation, the Bank, and the Bank’s wholvned subsidiaries, Financial Assurance Seryites and BankFinancial Asset
Recovery Corporation (collectively, “the Company&)l significant intercompany accounts and tranga have been eliminated.

Nature of Busines:: The Company’s revenues, operating income, anetaase primarily from the banking industry. Alltbe Company’s
banking operations are considered by managemdsg &mgregated in one reportable operating segroefinéincial reporting purposes as
defined by SFAS No. 13Disclosures about Segments of an Enterprise andt&elInformationLoan origination customers are mainly loce
in the greater Chicago metropolitan area. To supefé loan originations, the Company purchases ragedoans for which the underlying
collateral is predominantly located in lllinois. & foan portfolio is concentrated in loans that@imarily secured by real estate.

Use of Estimates To prepare financial statements in conformityhwatcounting principles generally accepted in théed States of America
("GAAP”), management makes estimates and assungphiased on available information. These estimatdsaasumptions affect the amounts
reported in the financial statements and the déseks provided, and future results could differe @Howance for loan losses, mortgage
servicing rights, stock-based compensation, impantnof securities and fair value of financial instrents are particularly subject to change.

Interestbearing Deposits in Other Financial InstitutionsInterest-bearing deposits in other financial ingiiins maturing in less than 90 days
are carried at cost.

Cash Flows: Cash and cash equivalents include cash, depaigitother financial institutions maturing in lesgn 90 days, and daily federal
funds sold. Net cash flows are reported for custdoan and deposit transactions, interest bearampsiits in other financial institutions,
borrowings, and advance payments by borrowersfag and insurance.

Securities: Debt securities are classified as available-fde-svhen they might be sold before maturity. Eqaggurities with readily
determinable fair values are classified as avaldibt-sale. Securities available-for-sale are edrgt fair value, with unrealized holding gains
and losses reported in other comprehensive inctyes)( net of tax. Interest income includes amatiin of purchase premium or discount.
Premiums and discounts on securities are amortingtie level-yield method without anticipating pagments, except for mortgage-backed
securities where prepayments are anticipated. Gaiddosses on sales are based on the amortizedf¢he security sold. Declines in the fair
value of securities below their cost that are athaen-temporary are reflected as realized lossedetermining if losses are other-than-
temporary, management follows the guidance set farSecurities and Exchange Commission CodificatibStaff Accounting Bulletins,
Topic 5: Miscellaneous Accounting — Item M, Othdrah-Temporary Impairment of Certain Investment®éit and Equity Securities (“Topic
5 — Item M”), and considers: (1) the length of tiama extent that fair value has been less thanoraadjusted cost, as applicable, (2) the
financial condition and near term prospects ofigisaer, and (3) the Company'’s ability and intertiadd the security for a period sufficient to
allow for any anticipated recovery in fair value.
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BANKFINANCIAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Table amounts in thousands, except share anchpez data)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Federal Home Loan Bank StockThe Bank is a member of the FHLB system. Memhbegsrequired to own a certain amount of stock bas
the level of borrowings and other factors, and mnagst in additional amounts. FHLBC stock is catré cost and classified as a restricted
security. The FHLBC stock is accounted for in ademice with the AICPS Statement of Position (“SORY) 01-6,Accounting by Certain
Entities that Lend to or Finance the Activitiesihers.SOP 01-6 provides that, for impairment testing psgs, the value of long term
investments such as our FHLBC common stock is barsdtle “ultimate recoverability” of the par valagthe security without regard to
temporary declines in value. Both cash and stoekleinds are reported as income.

Loans Held for Sale: Mortgage loans originated and intended for saldné secondary market are carried at the lowaggfegate cost or
estimated fair market value, as determined by antshg commitments from investors. Net unrealizesés, if any, are recorded as a valuation
allowance and charged to earnings.

Mortgage loans held for sale are generally solth wirvicing rights retained. The carrying valuenafrtgage loans sold is reduced by the fair
value of the servicing right. Gains and lossesalassof mortgage loans are based on the differeateeen the selling price and the carrying
value of the related loan sold.

Loans and Loan Income¢ Loans that management has the intent and ahilibwld for the foreseeable future or until matudt payoff are
reported at the principal balance outstandingphéte allowance for loan losses, premiums andodists on loans purchased, and net deferred
loan costs. Interest income on loans is recogriizéacome over the term of the loan based on theusnhof principal outstanding.

Premiums and discounts associated with loans psechare amortized over the contractual term ofaae using the level-yield method.

Interest income is reported on the interest me#ratliincludes amortization of net deferred loan Beebcosts over the contractual loan term,
adjusted for prepayments. Interest income is diticoed at the time the loan is 90 days delinquaiess the loan is wellecured and in proce

of collection. Past due status is based on the&ctuial terms of the loan. In all cases, loangtaeed on nonaccrual or charged off at an earlier
date if collection of principal or interest is caered doubtful.

All interest accrued but not received for loanpthon nonaccrual status is reversed against gttie@me. Interest received on such loans is
accounted for on the cash-basis or cost-recovetiiadeuntil qualifying for return to accrual. Loaase returned to accrual status when all the
principal and interest amounts contractually deetapught current and future payments are reaspaalsred.

Allowance for Loan Losse: The allowance for loan losses is a valuationvedlioce for probable incurred credit losses. Loasdssre charged
against the allowance when management believasit@lectibility of a loan balance is confirmed.idSequent recoveries, if any, are credited
to the allowance. Management estimates the alloevhatance required using past loan loss experi¢heajature and volume of the portfolio;
information about specific borrower situations; astimated collateral values, economic conditiansl other factors. Allocations of the
allowance may be made for specific loans, but titeeeallowance is available for any loan thatiianagement’s judgment, should be charged
off.

The allowance consists of specific and general aorapts. The specific component relates to loartsatfeeindividually classified as impaired
or loans otherwise classified as substandard dotfldu The general component covers nonclassifi@th$ and is based on historical loss
experience adjusted for current factors.
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BANKFINANCIAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Table amounts in thousands, except share anchpez data)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

A loan is impaired when full payment under the lé@ms is not expected. Multi-family, nonresidehti@mmmercial and commercial real estate
loans are individually evaluated for impairmentalfoan is impaired, a portion of the allowancaliscated so that the loan is reported, net, at
the present value of estimated future cash flovrsguhie loan’s existing rate or at the fair valdeallateral if repayment is expected solely
from the collateral. Large groups of smaller batahomogeneous loans, such as consumer and realdeatiestate loans, are collectively
evaluated for impairment, and accordingly, theyraveseparately identified for impairment disclasur

Mortgage Servicing Right: Mortgage servicing rights are recognized sepbrathen they are acquired through sales of loanssBles of
mortgage loans prior to January 1, 2007, a poxfdahe cost of the loan was allocated to the sergicight based on relative fair values. The
Company adopted SFAS No. 132G counting for Servicing of Financial Assets, January 1, 2007, and for sales of mortgage Ibagsning
in 2007, servicing rights are initially recordedait value with the income statement effect reedréh gains on sales of loans. Fair value is
based on market prices for comparable mortgagécgggwcontracts, when available, or alternativédyhased on a valuation model that
calculates the present value of estimated futureemwicing income. The valuation model incorpasaesumptions that market participants
would use in estimating future net servicing incosieh as the servicing cost per loan, the discatat the escrow float rate, an inflation rate,
ancillary income, prepayment speeds and defa@s rand losses. The Company compares the valuatdelrimputs and results to published
industry data in order to validate the model ressaftd assumptions. All classes of servicing assetsubsequently measured using the
amortization method which requires servicing rigbtde amortized into non-interest income in prédparto, and over the period of, the
estimated future net servicing income of the urnydegl loans.

Servicing assets are evaluated for impairment baped the fair value of the rights as comparedatoying amount. Impairment is determined
by stratifying rights into groupings based on pradwant risk characteristics, such as interest tase type and investor type. Impairment is
recognized through a valuation allowance for afviddal grouping, to the extent that fair valuddss than the carrying amount. If the
Company later determines that all or a portiorhefitnpairment no longer exists for a particularugiag, a reduction of the allowance may be
recorded as an increase to income. Changes intiaiwalowances are reported with amortization anplairment of servicing assets on the
income statement. The fair values of servicingtagire subject to significant fluctuations as altesf changes in estimated and actual
prepayment speeds and default rates and losses.

Servicing fee income that is reported on the statdrof operations as loan servicing fees is reabfdefees earned for servicing loans. The
fees are based on a contractual percentage obiteanding principal; or a fixed amount per load are recorded as income when earned.
fees and ancillary fees related to loan serviciegnat material.

Real Estate Owne: Real estate properties acquired in collectiona tifan are initially recorded at fair value lesstdo sell at acquisition,
establishing a new cost basis. If fair value dediaubsequent to foreclosure, a valuation allowan@zorded through expense. Expenses,
gains and losses on disposition, and changes ivetliation allowance are reported in noninterestiine as operations of real estate owned.

Premises and Equipmer: Land is carried at cost. Premises and equipnrerstated at cost less accumulated depreciatiopreDiation is
included in noninterest expense and is computetti®@straight-line method over the estimated udefes of the assets. Useful lives are
estimated to be 25 to 40 years for buildings angrévements that extend the life of the originalding, ten to 20 years for routine building
improvements, five to 15 years for furniture andipment, two to five years for computer hardward software and no greater than four ye
on automobiles. The cost of maintenance and refsaiisarged to expense as incurred and signifiegdirs are capitalized.

Goodwill and Other Intangible AssetsGoodwill results from business acquisitions agpresents the excess of the purchase price ovéaithe
value of acquired tangible assets and liabilitied @entifiable intangible assets.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Goodwill is assessed at least annually for impannaed any such impairment will be recognized m pleriod identified. There was no
impairment to goodwill for the years ended Decen#ier2008, 2007 and 2006.

Other intangible assets consist of core deposihgible assets arising from whole bank acquisitidhgy are initially measured at fair value
and then are amortized on an accelerated methodtoie estimated useful lives.

Bank Owned Life Insurance: The Company has purchased life insurance polaesertain key executives. In accordance with BJ&F5 the
Company owned life insurance is recorded at theusinihhat can be realized under the insurance adratdhe balance sheet date, which is the
cash surrender value adjusted for other chargether amounts due that are probable at settlement.

Long-Term Assets Premises and equipment, core deposit and ottaardible assets, and other long-term assets ai@ared for impairment
when events indicate that their carrying amount matybe recoverable from future undiscounted chshst If impaired, the assets are recor
at fair value.

Loan Commitments and Related Financial Instrumer: Financial instruments include off-balance-sheetlit instruments, such as
commitments to make loans and commercial lettesedit, issued to meet customer financing neels.face amount for these items
represents the exposure to loss, before considedsipmer collateral or ability to repay. Such fio@l instruments are recorded when they are
funded.

Income Taxes: Income tax expense is the sum of the current yeame tax due or refundable and the change idelfierred tax assets and

liabilities. Deferred tax assets and liabilities #ne expected future tax consequences of tempdiffeyences between the carrying amounts
and tax basis of assets and liabilities, compus#aguenacted tax rates. A valuation allowanceeéded, reduces deferred tax assets to the
amount expected to be realized.

The Company adopted FASB Interpretation No. 48,0ating for Uncertainty in Income Taxes (“FIN 488s of January 1, 2007. A tax
position is recognized as a benefit only if it indre likely than not” that the tax position would sustained in a tax examination, presuming
that a tax examination will occur. The amount retnegd is the largest amount of tax benefit tharesater than 50% likely to be realized on
examination. For tax positions not meeting the “enldeely than not” test, no tax benefit is recordéte adoption had no material effect on the
Company’s financial statements. At December 31826@ Company had unrecognized tax benefits of 08 The Company and its
subsidiary are subject to U.S. federal income tawell as income tax of the State of lllinois. TGempany is no longer subject to examination
by these taxing authorities for years before 2@3dderal income tax and 2006 for the State afdls. The Company does not expect the total
amount of unrecognized tax benefits to significamitrease in the next twelve months.

The Company recognizes interest and/or penaltlaterkto income tax matters in income tax expeAs®ecember 31, 2008, the Company
had recorded a cumulative accrual of $25,000 puisioaFIN 48 for potential interest and penalties.

Retirement Plans: Employee 401(k) and profit sharing plan expessté amount of matching contributions and any ahdiscretionary
contribution made at the discretion of the Compamoard of Directors. Deferred compensation expaliiseates the benefits over years of
service.

Employee Stock Ownership PlafESOP”) : The cost of shares issued to the ESOP, but natlipeated to participants, is shown as a
reduction of stockholders’ equity. Compensationesge is based on the market price of shares asthegommitted to be released to
participant accounts. Dividends on allocated ESkHPess reduce retained earnings; dividends on uedd&B8OP shares reduce debt and ac
interest.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Earnings (Loss) Per Common Shai: Basic earnings (loss) per common share is nenirec(loss) divided by the weighted average number o
common shares outstanding during the period. ES@res are considered outstanding for this calanatnless unearned. Dilutive earnings
(loss) per common share is net income (loss) dillmethe weighted average number of common sharssamding during the period plus the
dilutive effect of restricted stock shares andatlditional potential shares issuable under stotioog.

Loss Contingencie: Loss contingencies, including claims and legéibas arising in the ordinary course of business,racorded as liabilities
when the likelihood of loss is probable and an am@u range of loss can be reasonably estimatedaljiament does not believe that there are
such matters that will have a material effect anfthancial statements as of December 31, 2008.

Restrictions on Casl: Cash on hand or on deposit with the Federal Redgank of $11.8 million and $14.7 million was r@ed to meet
regulatory reserve and clearing requirements aeBéer 31, 2008 and 2007, respectively. These badashe not earn interest.

Fair Values of Financial Instruments: Fair values of financial instruments are estirdatsing relevant market value information and other
assumptions, as more fully disclosed in a separate Fair value estimates involve uncertainties matters of significant judgment regarding
interest rates, credit risk, prepayments, and dtdetors, especially in the absence of broad marietparticular items. Changes in assumpt
or in market conditions could significantly affébe estimates.

Comprehensive Income (Loss)Comprehensive income (loss) consists of net irefinss) and other comprehensive income (losskeOth
comprehensive income (loss) includes unrealizedsgand losses on securities available-for-saleclwaie also recognized as separate
components of stockholders’ equity.

Stock-based CompensatiorCompensation cost is recognized for stock optienkrastricted stock awards issued to employeegdbais the

fair value of these awards at the date of grant. Black-Scholes model is utilized to estimate #ievalue of stock options, while the market
price of the Company’s common stock at the datgramt is used for restricted stock awards. Comp@msaost is recognized over the required
service period, generally defined as the vestingpde

Transfers of Financial AssetsTransfers of financial assets are accounted feakes when control over the assets has been ridivesgl

Control over transferred assets is deemed to rerslgred when the assets have been isolated f@@dimpany, the transferee obtains the
right (free of conditions that constrain it fronkitag advantage of that right) to pledge or exchahgetransferred assets, and the Company doe
not maintain effective control over the transferasdets through an agreement to repurchase themelkéir maturity.

Reclassifications: Certain reclassifications have been made in thog pear’s financial statements to conform to thierent years presentatior

Newly Issued Accounting Standards:

In February 2007, the FASB issued SFAS No. I8t Fair Value Option for Financial Assets and Fioal Liabilities. The standard provid:
companies with an option to report selected finalressets and liabilities at fair value and esstielé presentation and disclosure requirements
designed to facilitate comparisons between compahit choose different measurement attributesifoitar types of assets and liabilities. 1
new standard was effective for the Company on Jgrie2008. The Company did not elect the fair gadption for any financial assets or
financial liabilities as of January 1, 2008.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

In September 2006, the FASB Emerging Issues TasteHmalized Issue No. 06-Accounting for Deferred Compensation and Postreteat
Benefit Aspects of Endorsement -Dollar Life Insurance ArrangementsThis issue requires that a liability be recordecdng the service
period when a split-dollar life insurance agreentamttinues after participants’ employment or retiemt. The required accrued liability will be
based on either the post-employment benefit coghfocontinuing life insurance or based on tharideath benefit depending on the
contractual terms of the underlying agreement. iffigact of adoption in 2008 did not have a matengdact on the Company’s consolidated
financial position or results of operations.

In September 2006, the FASB issued SFAS No. E&if,Value MeasurementsThis Statement defines fair value, establishiearaework for
measuring fair value and expands disclosures dbhoutalue measurements. This Statement establslfais value hierarchy about the
assumptions used to measure fair value and ckaBsumptions about risk and the effect of a mttn on the sale or use of an asset. The
standard is effective for fiscal years beginningraiNovember 15, 2007. In February 2008, the FAS®Bed Staff Position (“FSP”) 157-2,
Effective Date of FASB Statement No. This FSP delays the effective date of SFAS 15&fanonfinancial assets and nonfinancial liabisi
except those that are recognized or disclosedratdlue on a recurring basis (at least annuadiyfjScal years beginning after November 15,
2008, and interim periods within those fiscal yetnOctober 2008, the FASB issued FSP 15D&ermining the Fair Value of a Financial
Asset when the Market for That Asset Is Not A. This FSP clarifies the application of FAS 15&imarket that is not active. The impact of
adoption was not material.

On November 5, 2007, the SEC issued Staff Accogrimlletin No. 109Written Loan Commitments Recorded at Fair Valuetlgh Earning
(“SAB 109"). Previously, SAB 105\ pplication of Accounting Principles to Loan Comments, stated that in measuring the fair value of a
derivative loan commitment, a company should nobiporate the expected net future cash flows relatehe associated servicing of the loan.
SAB 109 supersedes SAB 105 and indicates thatdbected net future cash flows related to the aasediservicing of the loan should be
included in measuring fair value for all writteralocommitments that are accounted for at fair viilogugh earnings. SAB 105 also indicated
that internally-developed intangible assets shooldbe recorded as part of the fair value of avddivie loan commitment, and SAB 109 retains
that view. SAB 109 is effective for derivative loaammitments issued or modified in fiscal quartezginning after December 15, 2007. The
impact of adoption in 2008 did not have a matengdact on the Company’s consolidated financial fiasior results of operations.

In December 2007, the FASB issued SFAS No. 141deev2007)Business Combinatioff§SFAS 141(R)”), which establishes principles and
requirements for how an acquirer recognizes andsurea in its financial statements the identifisddeets acquired, the liabilities assumed, and
any noncontrolling interest in an acquiree, inahgdihe recognition and measurement of goodwill aegun a business combination. SFAS

No. 141(R) is effective for fiscal years beginnimgor after December 15, 2008. Earlier adoptigurahibited. The adoption of this standart

not applicable unless the Company enters into eness combination.

In December 2007, the FASB issued SFAS No. Nafhcontrolling Interest in Consolidated Financighf@ments, an amendment of ARB
No. 51which will change the accounting and reportingrfonority interests, which will be recharacterizedrencontrolling interests and
classified as a component of equity within the clidated balance sheets. SFAS No. 160 is effeetsvef the beginning of the first fiscal year
beginning on or after December 15, 2008. Earli@ptidn is prohibited and the Company does not expecadoption of SFAS No. 160 to hi
a significant impact on its results of operationdimancial position.

In March 2008, the FASB issued SFAS No. 1Bikclosures about Derivative Instruments and Heddghativities, an amendment of SFAS
No. 133. FAS No. 161 amends and expands the disclosutgresgents of SFAS No. 133 for derivative instrunsesrtd hedging activities. F/
No. 161 requires qualitative disclosure about dbjes and strategies for using derivative and haglgistruments, quantitative disclosu
about fair value amounts of the instruments andgyand losses on such instruments, as well aodiges about credit-risk features in
derivative agreements. SFAS No. 161 is effectivdifmncial statements issued for fiscal yearsiatetim periods beginning after
November 15, 2008, with early application encoudadde adoption of this standard is not expectduhte a material effect on the Comp’'s
results of operations or financial position.
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NOTE 2 — ACQUISITIONS

On April 5, 2006, the Company acquired Universigtidnal Bank, a privately held community bank wagproximately $113 million in assets,
including $10.7 million in cash and cash equivadeanhd $104 million in deposits, and two bankiniices in the Hyde Park community in
Chicago, lllinois, for approximately $24 million tash pursuant to the terms of a Stock Purchaseefggnt with University Bancorporation
dated November 29, 2005. The Company believedhbpaicquisition of University National Bank will eneficial as it expanded our prese

in metropolitan Chicago, compliments our existimgrith network and allows for the extension of awdpcts and services into these
communities. Immediately upon the completion ofstexk purchase, University National Bank was meiigé the Bank. The acquisition,
which was accounted for under the purchase methadomunting, resulted in goodwill of $11.7 milliamd an other intangible of $3.3 million.
The core deposit intangible will be amortized oitgestimated useful life. Goodwill will not be artiaed but instead evaluated periodically for
impairment. The transaction was treated, for fddmmed state income tax purposes, as a purchasaieétdity National Bank’s assets pursuant
to applicable provisions of the Internal Revenuel&anaking the goodwill and core deposit intangdsising from the transaction tax-
deductible over a period of 15 years. Universityidieal Bank’s results of operations have been ietlin the Company’s results of operations
only since the effective date of the acquisitiohecquisition was deemed to be an immaterial aitogpi under GAAP, as such additional
disclosures have been omitted. The 2007 adjustofe$it3,000 to goodwill is the result of the finattlement of the transition compensation
payments and applicable taxes.
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NOTE 3 — EARNINGS (LOSS) PER SHARE

Amounts reported in earnings (loss) per shareactflarnings (loss) available to common stockholftarthe period divided by the weighted
average number of shares of common stock outstgrtiiring the period, exclusive of unearned ESOPeshand unvested restricted stock
shares. Stock options and restricted stock arededeas potential common stock and are consider#ékidiluted earnings per share
calculations to the extent that they would havdwtide effect if converted to common stock.

Year Ended December 31,

2008 2007 2006
Net income (loss) available to common stockholi $ (19,389 $ 7,15k $  10,04¢
Average common shares outstanc 21,904,28 23,037,71 24,468,29
Less: Unearned ESOP sha (1,662,519 (1,765,35) (1,863,24)
Unvested restricted stock sha (422,87() (612,769 (237,019

Weighted average common shares outstan 19,818,89 20,659,58 22,368,03

Basic earnings (loss) per common shal $ (0.9¢) $ 0.3 $ 0.4f

Year Ended December 31

2008 2007 2006
Net income (loss) available to common stockholi $ (19,389 $ 7,15¢ $ 10,04¢
Weighted average common shares outstan 19,818,89 20,659,58 22,368,03
Add: net effect of dilutive stock options and unegrestricted stoc — — 4,19¢
Weighted average dilutive common shares outstar 19,818,89 20,659,58 22,372,22
Dilutive earnings (loss) per common shar $ (0.9¢) $ 0.3t $ 0.4f
Number of antidilutive stock options excluded fréme diluted
earnings per share calculati 2,334,80 1,597,401 1,301,001
Weighted average exercise price of -dilutive option share $ 16.5] $ 17.4( $ 17.6:
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NOTE 4 — SECURITIES

The fair value of securities available-for-sale #melrelated gross unrealized gains and lossegméexad in accumulated other comprehensive
income (loss) at December 31 is as follows:

Gross Gross
Unrealized Unrealized

Fair Value Gains Losses
2008
Certificate of depos $ 50 $ — $ —
Municipal 1,811 76 —
Mortgage-backed securitie 41,97¢ 281 (170
Collateralized mortgage obligatio 80,15« 742 249
SBA-guaranteed loan participation certifica 12t — (6)
Equity securitie: 353 — (2,007%)
$124,91¢ $ 1,10C $ (2,199
2007
Municipal $ 227 $ 62 $ —
Mortgage-backed securitie 39,271 132 (162
Collateralized mortgage obligatio 3,68: 35 D
SBA-guaranteed loan participation certifica 592 1 4
Equity securitie: 31,22t — (7,050

$77,04¢ $ 23C $(7,21))

Mortgagebacked securities and collateralized mortgage atitigs consist of Freddie Mac, Fannie Mae and @iMuae issues at December
2008 and 2007. Equity securities consist of Fretithe preferred stock at December 31, 2008 and 2007.

The fair values of securities available-for-sal®atember 31, 2008 by contractual maturity are shbglow. Securities not due at a single
maturity date are shown separately. Expected ntasirnay differ from contractual maturities becabhseowers may have the right to call or
prepay obligations with or without call or prepayrhpenalties.

2008

Due in one year or le: $ 1,01¢
Due after one year through five ye. 1,09¢
Due after five years through ten ye 19¢
2,311

Mortgage-backed securitie 41,97¢
Collateralized mortgage obligatio 80,15«
SBA-guaranteed loan participation certifica 12t
Equity securitie: 358
Total $124,91¢

Securities pledged at December 31, 2008 and 2002 lcarrying amount of $87.6 million and $40.0 moil| respectively, and the security
interests resulting from the pledges secures cedigpository relationships, customer repurchaseemgents and a line of credit with the Fed
Reserve Bank of Chicago.
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NOTE 4 — SECURITIES (continued)

Sale of securities available-for-sale were as folle:

2008 2007 2006
Proceed: $1,385 $39¢  $229,99(
Gross gain: 1,385  39¢ 3,74¢
Gross losse — — (3,645

The results for the year ended December 31, 20@Bjded a $1.4 million pre-tax gain related to shé of Visa, Inc. (“Visa”) stock that we
received in connection with the completion of Vgaiitial public offering in March of 2008.

Securities with unrealized losses at December @18 2nd 2007 not recognized in income are as fallow

Less than 12 Months 12 Months or More Total
Unrealized Unrealized Unrealized
Fair Fair Fair
Value Loss Value Loss Value Loss
2008
Mortgage-backed securitie $27,89t $ 156 $ 832 $ 12 $28,72¢ $ 17C
Collateralized mortgage obligatio 1,12¢ 14 — — 1,12¢ 14
SBA-guaranteed loan participation certifica 12t 6 — — 12t 6
Equity securitie: 358 2,00z — — 358 2,00¢
Total temporarily impaire: $29,50: $ 2,181 $ 832 $ 12 $30,33¢ $ 2,19:
2007
Mortgage-backed securitie $25,46F $ 137 $1,51: $ 25 $26,97¢ $ 16z
Collateralized mortgage obligatio — — 26¢ 1 26¢ 1
SBA-guaranteed loan participation certifica — — 137 4 137 4
Equity securitie: 31,22¢ 7,05(C — — 31,22t 7,05(
Total temporarily impaire: $56,69C $ 7,187 $1,91¢ $ 3C $58,60¢ $ 7,211

The Company evaluates marketable investment sexsuwith significant declines in fair value on aagierly basis to determine whether they
should be considered other-than-temporarily imphineder the Securities and Exchange CommissioncTsditem M, which provides that if a
marketable security is in an unrealized loss pmsitihether due to general market conditions ousiny or issuespecific factors, the holder
the securities must assess whether the impairraenhér-than-temporary.

The shares of Freddie Mac preferred stock thaCttrapany holds in our investment portfolio experashsignificant declines in fair value (as
measured by quoted market prices for these sexsjriiuring the year ended December 31, 2008 daeaviety of market conditions and
issuer-specific factors, including certain actitimst were announced by the United States Departaféhe Treasury (“UST”) and the Federal
Housing Finance Agency on September 7, 2008. Taetsens included the placing of Freddie Mac intbaservatorship, the issuance of new
shares of Freddie Mac preferred stock to the U&Tdhe senior to all previously issued shares eéléfie Mac preferred stock, and the
suspension of dividends on all previously issueateh of Freddie Mac preferred stock. Due to thaswfs in 2008, we concluded that $35.9
million of pre-tax unrealized losses on the Freddac preferred stock constituted an other-than-tmamy impairment in accordance with
Topic 5-ltem M.
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NOTE 4 — SECURITIES (continued)

Based on this determination, the Company reduceddmbined carrying value of the Freddie Mac preféstocks by a total of $35.9 million
and recorded an impairment loss in the same anmagainst our income for the year ended Decembe2@®18. The Company concluded that
the unrealized losses at December 31, 2008, didomtitute an other-than-temporary impairmentdcoadance with Topic 5 — Item M.

NOTE 5 — LOANS RECEIVABLE
Loans receivable are as follows:

2008

2007

One- to four-family residential real esta $ 323,71 $ 345,24
Multi-family mortgage loan 305,31¢ 291,39¢
Nonresidential real esta 342,27t 325,88
Construction and land loal 49,51 64,48:
Commercial loan 77,55¢ 83,23
Commercial lease 175,80: 144,84
Consumer loan 2,65¢ 3,50¢
Other loans (including municipe 4,12( 4,544

Total loans 1,280,95! 1,263,13:
Loans in proces (154) (16€)
Net deferred loan origination cos 1,912 2,08¢
Allowance for loan losse (14,746 (11,05)

Loans, ne

Activity in the allowance for loan losses is adduls:

$1,267,96!  $1,253,99

2008 2007 2006
Beginning balanc $11,057 $10,62: $11,51¢
Allowance of acquired bar — — 212
Provision (credit) for loan lossi 5,097 697 (136)
Loans charged o (1,419 (30%) (972)
Recoveries 16 37 4
Ending balanc $14,74¢  $11,05! $10,62:
Impaired loans were as follows:

2008 2007

Year-end loans with allocated allowance for loan los $10,061 $ 6,59(
Year-end loans with no allocated allowance for loands 15,50¢  18,06(
Total $25,567 $24,65(
Amount of the allowance for loan losses alloce $ 2,708 $ 80¢
Average of impaired loans during the y: $22,94¢  $22,09(
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NOTE 5 -LOANS RECEIVABLE (continued)

Cash basis interest income received on impairetsloas approximately $1.3 million, $2.3 million da$l.4 million for the years ended
December 31, 2008, 2007, and 2006.

Nonaccrual loans and loans past due 90 days stilcorual are as follow

2008 2007
Nonaccrual loan $13,65¢ $12,05¢
90 days delinquent, still accruii 2,677 —

Nonaccrual loans and impaired loans are definddreéifitly. Some loans may be included in both caiegpand some may only be includec
one category. Nonaccrual loans include both smbalé&ance homogeneous loans that are collectivedjuated for impairment and individually
classified impaired loans.

The $2.7 million in loans reflected in the abovielésas “90 days delinquent, still accruing” is secuby an apartment building located in a
northern Chicago suburb, for which the borrower enadgcheduled payment in January 2009 and is ¢lyrextpected to continue making
scheduled payments. Generally, we do not utililedhtegory of loan classification unless: (1) Ithen is repaid in full shortly after the period
end date; (2) the loan is well secured and thexenarasserted or pending legal barriers to itecttin; or (3) the borrower has remitted all
scheduled payments and is otherwise in substamimpliance with the terms of the loan, but the pssing of payments actually received or
the renewal of a loan has not occurred for adnratise reasons.

NOTE 6 — SECONDARY MORTGAGE MARKET ACTIVITIES

First mortgage loans serviced for others are ndtided in the accompanying consolidated statemadritsancial condition. The unpaid
principal balances of these loans were approxim&241.8 million, $292.7 million, and $304.4 mili@t December 31, 2008, 2007, and 2006,
respectively. Custodial escrow balances maintaimednnection with the foregoing loan servicing @pproximately $6.3 million, $6.1
million, and $7.0 million at December 31, 2008, 20and 2006, respectively.
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NOTE 6 — SECONDARY MORTGAGE MARKET ACTIVITIES (cont inued)

Capitalized mortgage servicing rights are inclugedther assets in the accompanying consolidatgdrsents of financial condition. Activity
for capitalized mortgage servicing rights and tlated valuation allowance was as follows.

2008 2007
Servicing rights

Beginning of yea $2,161  $2,20¢

Additions 19¢ 34¢

Amortized to expens (419 (399
Balance, end of ye: $1,94C $2,161
Valuation allowanct

Beginning of yea $ — $ —

Additions expense 27¢ 31

Reductions credited to exper (169 (31
Balance, end of ye: $ 11c $ —
Carrying value of mortgage servicing rig| $1,83C $2,161
Fair value of mortgage servicing rigt $2,01¢  $2,841

The estimated fair value of mortgage servicingtsgh the present value of the expected future fiagls over the projected life of the loan.
Assumptions used in the present value calculatierbased on actual performance of the underlyingceg along with general market
consensus. The expected cash flow is the net anod@atitmortgage servicing income and expense itéthe expected cash flows are
discounted at an interest rate appropriate foatis®ciated risk given the current market conditi@®gnificant assumptions are as follows:

2008 2007
Prepayment spee 18.62% 30.22%
Discount rate 12.0(% 12.0(%
Average servicing cost per lo. $57.0C $59.0(

Escrow float rate 0.6(% 3.28%

Key economic assumptions used in measuring thevddile of the Company’s mortgage servicing riglst®aDecember 31, 2008 and the effect
on the fair value of our mortgage servicing rigintsn adverse changes in those assumptions, amlaws:

Fair value of mortgage servicing rigl $2,01¢

Weighted average annual prepayment sj 18.62%
Decrease in fair value from 10% adverse ch: 91
Decrease in fair value from 20% adverse che 174

Weighte-average annual discount ri 12.0(%
Decrease in fair value from 10% adverse che 71
Decrease in fair value from 20% adverse che 137
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NOTE 6 — SECONDARY MORTGAGE MARKET ACTIVITIES (cont inued)

These sensitivities are hypothetical and shoulddsel with caution. As the above table indicateangbs in fair value based on variations in
individual assumptions generally cannot be usqaredict changes in fair value based upon furtheiatians of the same assumptions. Also,
effect of a variation in a particular assumptiontioa fair value of the retained interest is caltadan the above table independently, without
changing any other assumption. In reality, chamgese factor may result in changes in anothewfaethich might magnify or counteract the
sensitivities.

The weighted average amortization period is 38 m&nthe estimated amortization expense for eatheofiext five years is as follows:

2009 $38¢
2010 30¢
2011 247
2012 19¢
2013 161

NOTE 7 — SECURITIZATIONS

The Company securitizes conforming adjustableneg&lential mortgage loans with Fannie Mae. The Qamy retains servicing
responsibilities for these securitizations. The @any receives annual servicing fees approximatiag of the outstanding balance. Fannie
Mae has no recourse to the Company’s other assefailire of debtors to pay loans when due. Then@any receives securities in exchange
for loans in these transactions and records no@diss. During 2007, $23.5 million of adjustaldgée residential mortgage loans were
securitized. There were no loans securitized dw2B@g and 2006.

NOTE 8 — ACCRUED INTEREST RECEIVABLE
Accrued interest receivable is summarized as falow

2008 2007
Securities $ 50C $ 214
Loans receivabl 6,232 6,87¢
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NOTE 9 — PREMISES AND EQUIPMENT
Premises and equipment are as follows:

2008 2007
Land and land improvemer $ 11,61¢ $ 11,56¢
Buildings and improvemen 30,18¢ 30,52
Furniture and equipme! 10,367 9,75tk
Computer equipmet 6,86: 12,04,

59,03: 63,88¢

Accumulated depreciatic (24,469 (29,40)

$ 34,56¢ $ 34,481

Depreciation of premises and equipment was $2.6omjl$2.6 million, and $2.2 million for the yeagaded December 31, 2008, 2007, and
2006, respectively.

The Company leases certain branch facilities undacancelable operating lease agreements expininggh 2032. Rent expense, net of
sublease income, for facilities was $452,000, $30®, and $284,000 in 2008, 2007, and 2006, resgdgtiexcluding taxes, insurance, and
maintenance. The projected minimum rental undestiexj leases, not including taxes, insurance, aaidtenance, as of December 31, 2008 is
as follows:

2009 $ 46t
2010 39¢
2011 382
2012 381
2013 and thereafte 7,58:
Total $9,20¢

The Company has subleased some of these brantitifacind currently is entitled to receive inconfeapproximately:

2009 $38
2010 28
2011 17
2012 4
2013 and thereaftt _ 8
Total $96
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NOTE 10 — CORE DEPOSIT INTANGIBLE
Core deposit intangible assets were as follows:

2008

2007

Gross Accumulated Gross Accumulated
Carrying Carrying
Amount Amortization Amount Amortization
Amortized intangible asse- core deposit intangible $18,61: $ 12,627 $18,61: $ 10,84!
Aggregate amortization expense was $1.8 million9 $dillion and $1.9 million for 2008, 2007, and B)@espectively.
Estimated amortization expense for each of the fiextyears is as follows:
2009 $1,69(
2010 1,59¢
2011 1,40¢
2012 252
2013 22t
NOTE 11 — DEPOSITS
Year-end deposits are as follows:
2008 2007
Nor-interes-bearing deman 109,05¢ $ 111,55
Savings 94,80: 97,28(
Money market accoun 205,76¢ 250,68:
Interes-bearing NOW accoun 285,73 306,51
Certificates of depos 374,49. 307,61
$1,069,85'  $1,073,65!

Certificates of deposit of $100,000 or more wergragimately $125.4 million and $69.6 million at yeend 2008 and 2007, respectively.

Scheduled maturities of certificates of deposittfa next five years are as follows:

2009
2010
2011
2012
2013
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NOTE 11 — DEPOSITS (continued)

Interest expense on deposit accounts is summaaizéallows for the years indicated:

2008 2007 2006
Savings $ 71t $ 83% $ 1,01¢
Money market accoun 5,397 11,07 10,09¢
Interes-bearing NOW accoun 4,844 6,83¢ 4,12¢
Certificates of depos 11,075 14,70 14,71«

$22,03:  $33,44¢  $29,95%

NOTE 12 — BORROWINGS
Borrowed funds are summarized as follows:

December 31, 2008 December 31, 2007
Weighted Weighted
Average Average
Contractual Contractual Contractual
Interest Rate
Range Rate Amount Rate Amount
Fixec-rate advance from FHLBC du
Within 1 year 0.6(% 4.06% 1.35% $ 95,45( 5.12% $10,00(
1to 2 year: 2.17 3.91 2.9¢ 24,05( 3.97 8,00(
2 to 3 year: 2.7z 3.7¢ 3.3¢ 7,00( 6.0¢ 29,00(
Total fixed rate advance 0.6C 4.0€ 1.77 126,50( 5.5¢ 47,00(
Adjustablerate advance from FHLBC du
Within 1 year 0.2¢ 0.5¢ 0.5t 25,00( — —
Open Line advance, due on dem; 0.7C  0.7C 0.7¢ 37,40( 3.9¢ 34,50(
Total FHLBC funds 0.2¢ 4.0€ 1.4C 188,90( 4.8¢ 81,50(
Securities sold under agreements to repurc 0.2t 0.2 0.2t 11,45( 3.8¢4 14,93
Total borrowings 0.2t% 4.06% 1.32% $200,35( 4.71% $96,43:

In December 2008, the Bank elected to pursue cebEiance sheet restructuring strategies as a sthle historically low interest rate
environment. The restructuring consisted of regign$25.0 million of FHLBC term advance and repigat with a new FHLBC advance with
an adjustable interest rate and a maturity of apprately one month. The Company incurred a nettaxgprepayment penalty and recognized
an immediate loss of $2.0 million on the early egtiishment of borrowings, in accordance with Emegdssues Task Force 96-I3btor’s
Accounting for a Modification or Exchange of Dehstrument:. Certain of the Compang’existing borrowings would be subject to prepayr
penalties should they be repaid prior to maturityere were no prepayment penalties recorded in 20Q006.

The Company maintains a collateral pledge agreewswmring secured advances whereby the Compangdraed to at all times keep on he
free of all other pledges, liens, and encumbrarsgs;ifically identified whole first mortgages anproved residential property not more than
90-days delinquent to secure advances from the FHIA of the Bank’s FHLBC common stock is pledgesiadditional collateral for these
advances. At December 31, 2008, $201.7 million$s811 million of first mortgage and multi-family mgage loans, respectively,
collateralized the advances. At December 31, 2@@8)ad the ability to borrow an additional $69.8liovi under our credit facilities with the
FHLBC.
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NOTE 12 —- BORROWINGS (continued)

The Company had available pre-approved overniglertd funds borrowing and repurchase agreemert. liseDecember 31, 2008 and 2007,
there was no outstanding balance on these lines.

NOTE 13 — INCOME TAXES
The income tax expense (benefit) is as follows:

2008 2007 2006

Current $ 2,346 $3,401 $2,36¢
Deferred (14,396  (436)  2,45¢
Total income tax expense (bene $(12,04¢) $2,96: $4,82¢

A reconciliation of the provision for income taxaamputed at the statutory federal corporate tax@&84% for 2008 and 2007, and 35% for
2006 to the income tax expense in the consolidsteéments of operations follows:

2008 2007 2006
Provision computed at the statutory federal tas $(10,689 $3,44(C $5,05¢
State taxes and other, 1 (1,360 (26) 35€

BOLI (199 (199 —

ESOP/Share based compensa 442 317 23C
Dividends received deductic (242 (569) (816
$(12,04) $2,96: $4,82¢

Effective income tax rat (38.39)% 29.2% 32.45%

Retained earnings at December 31, 2008 and 200timepproximately $14.9 million for which no defst federal income tax liability has
been recorded. This amount represents an allocatimtome to bad debt deductions for tax purpeadese.
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NOTE 13 — INCOME TAXES (continued)

The net deferred tax asset is as follows:

2008 2007

Gross deferred tax assi
Allowance for loan losse $ 561¢ $ 4,261
Visa litigation reservi — 47¢
Capital loss carryforwarc 34C 87¢
Impairment of securities availal-for-sale 17,04t 3,40z
Unrealized loss on securities availefor-sale 41€ 2,771
Non-qualified stock option 634 32¢
Other 58¢ 44E

24,64 12,56¢
Gross deferred tax liabilitie

Net deferred loan origination cos (2,460 (1,389
FHLBC stock dividend: (1,796  (1,81%)
Purchase accounting adjustme (1,929 (2,499
Accumulated depreciatic (523) (227)
Mortgage servicing right (697) (833
Goodwill (789 (50¢)
Other (484) (360)
(7,672 (7,639

Net deferred tax ass $16,96¢ $ 4,93/

At December 31, 2008, the Company included in defetax assets a $340,000 asset for capital losgf@avards, which expires in 2011. W
the enactment of Emergency Economic Stabilizatiohok 2008 (“EESA”), the $17.1 million deferred tagset noted above, which relates to
the $35.9 million pre-tax impairment loss that @@mpany recorded on its holdings of Freddie Madepred stocks after Freddie Mac was
placed into conservatorship, may be deducted agaidmary income. Based upon projections of futaseble income, including capital gains,
management believes that it is more likely thanthat the deferred tax assets reflected in the ekaive will be fully realized and thus a
valuation allowance is not needed.

Unrecognized Tax Benefits

A reconciliation of the beginning and ending amoofntinrecognized tax benefits is as follows:

Balance at January 1, 20 $10¢
Additions based on tax positions related to theeniryeal 63
Additions for tax positions of prior yea 25
Reductions due to the statute of limitatic (23
Balance at December 31, 2C $178
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NOTE 13 — INCOME TAXES (Continued)
The Company does not expect the total amount afaagnized tax benefits to significantly increaséecrease in the next twelve months.

The total amount of interest and penalties recoméke income statement for the year ended Decethe2008 was $5,000, and the amount
accrued for interest and penalties at Decembe2@®18 was $25,000.

The Company and its subsidiaries are subject tofddgral income tax as well as income tax of th&esof Illinois. The Company is no longer
subject to examination by these taxing authorfiieyears before 2005 for federal income tax an@e2@r the State of Illinois.

NOTE 14 — REGULATORY MATTERS

The Bank is subject to regulatory capital requirate@dministered by the federal banking agenciaidurfé to meet minimum capital
requirements can initiate certain mandatory—andiptsadditional discretionary-aetions by regulators that, if undertaken, couldeha direc
material effect on the Company’s financial stateteednder capital adequacy guidelines and the atgiyl framework for prompt corrective
action, the Bank must meet specific capital guidedithat involve quantitative measures of the Banksets, liabilities, and certain off-balance-
sheet items as calculated under regulatory acamyptiactices. The Bank’s capital amounts and dleatibn are also subject to qualitative
judgments by regulators about components, risk htgigs, and other factor

The prompt corrective action regulations provide ftlassifications, including well capitalized, gdately capitalized, undercapitalized,
significantly undercapitalized, and critically umdapitalized, although these terms are not useedpieesent overall financial condition. If only
adequately capitalized, regulatory approval is meglto accept brokered deposits. If undercapgdlizapital distributions, asset growth and
expansion are limited, and the submission of atabpgstoration is required.

At year-end, actual capital levels and minimum feggulevels for the Bank were:

Minimum Required

Minimum to Be Well
Required for Capitalized Under
Capital Adequacy Prompt Corrective
Actual Purposes Action Provisions
Amount Ratio Amount Ratio Amount Ratio
December 31, 200
Total capital (to ris- weighted asset: $195,96. 14.6% $106,72¢ 8.0(% $133,41( 10.0(%
Tier 1 (core) capital (to risweighted asset: 183,92( 13.7¢ 53,364 4.0C 80,04¢ 6.0C
Tier 1 (core) capital (to adjusted total ass 183,92( 12.0¢ 60,927 4.0C 76,15.  5.0C
December 31, 200
Total capital (to ris- weighted asset: $213,45¢ 16.500 $103,25¢ 8.0(% $129,07: 10.0(%
Tier 1 (core) capital (to ri-weighted asset: 203,21 15.7¢ 51,63( 4.0C 77,44  6.0C
Tier 1 (core) capital (to adjusted total ass 203,217 13.9¢ 58,27¢ 4.0C 72,847 5.0C
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NOTE 14 —- REGULATORY MATTERS (continued)

The following is a reconciliation of the Bank’s éiyuunder GAAP to regulatory capital.

2008 2007
GAAP equity $214,70¢ $226,82¢
Disallowed intangible asse (26,32¢) (27,82%
Disallowed deferred tax ass (5,13¢) —
Unrealized loss on securities availefor-sale 67€ 4,21(
Tier | capital 183,92( 203,21:
General regulatory loan loss reser 12,04 10,24¢
Total regulatory capite $195,96. $213,45¢

As of December 31, 2008 the most recent notificefiom the Office of Thrift Supervision categorizé Bank as well capitalized under the
regulatory framework for prompt corrective actidinere are no conditions or events since that gatifin that management believes have
changed the institution’s category.

Federal regulations require the Bank to comply witfQualified Thrift Lender (“QTL") test, which geradly requires that 65% of assets be
maintained in housing-related finance and othecifipd assets. If the QTL test is not met, limite placed on growth, branching, new
investment, FHLBC advances, and dividends or thtiriion must convert to a commercial bank chafanagement considers the QTL test
to have been met as of December 31, 2008.

The Bank is subject to restrictions on the amotintividends it may declare without prior regulat@gyproval. At December 31, 2008, the B
does not have pre-approved approval for futuredeénds.

NOTE 15 - EMPLOYEE BENEFIT PLANS

Employee Stock Ownership PIEESOP”). Employees are eligible to participate in the ES@&r attainment of age 21 and completion of one
year of service. In connection with the conversaod reorganization, the ESOP borrowed $19.6 milliom the Company, and used |

proceeds of the loan to purchase 1,957,300 shaoesronon stock issued in the subscription offed@b&10.00 per share. The loan is secured
by the shares and will be repaid by the ESOP wittd$ from the Bank’s discretionary contributionshte ESOP and earnings on ESOP assets.
The Bank has committed to make discretionary cbations to the ESOP sufficient to service the loaer a period not to exceed 20 years.
When loan payments are made, ESOP shares aretetidogparticipants based on relative compensatichexpense is recorded. Participants
receive their earned shares at the end of employmen

Contributions to the ESOP during 2008 and 2007 \8&r8 million each year, including dividends antkiast received on unallocated share
$486,000 and $528,000 in 2008 and 2007, respegtiEgpense related to the ESOP, net of dividendsrterest received on unallocated
ESOP shares, was $512,000, $1.0 million and $Ulibmfor the years ended December 31, 2008, 20172006, respectively.

Shares held by the ESOP were as follows:

2008 2007

Allocated to participant 340,81 244,66
Distributed to participant (6,25¢) (1,715
Unearnec 1,614,77. 1,712,63
Total ESOP share 1,949,32 1,955,58!

Fair value of unearned sha $ 16,45¢ $ 27,09/
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NOTE 15 - EMPLOYEE BENEFIT PLANS (continued)

Profit Sharing Plan/401(k) PlarThe Company has a defined contribution plan (“prsffiaring plan”) covering all of its eligible empkes.
Employees are eligible to participate in the prsfiaring plan after attainment of age 21 and cotigpl®f one year of service. The Company
provides a dollar-for-dollar match on contributianade prior to March 31, 2007 on contributionswp% of eligible compensation, and a
match of $0.50 on each $1.00 of contribution up%oof eligible compensation beginning April 1, 200he Company may also contribute an
additional amount annually at the discretion of Bward of Directors. Contributions totaling $44208566,000, and $728,000 were made for
the years ended 2008, 2007, and 2006, respectively.

NOTE 16 -EQUITY INCENTIVE PLANS

On June 27, 2006, the Company’s stockholders apprthe BankFinancial Corporation 2006 Equity IncenPlan, which authorized the
Human Resources Committee of the Board of Direaibthke Company to grant a variety of cash- andtgdpased incentive awards, including
stock options, stock appreciation rights, restdcttock, performance shares and other incentivedsyt employees and directors aggregating
up to 3,425,275 shares of the Company’s commorksidee Company has adopted the requirements of S¥A3 23R Share-Based

Paymen.

The Human Resources Committee may grant stockraptmpurchase shares of the Company’s common stamdrtain employees and
directors of the Company. The exercise price ferdtock options is the fair market value of the pwn stock on the dates of the grants. The
stock options generally vest annually over threfvioyear periods; vesting is subject to accelerain certain circumstances. The stock opt
will expire if not exercised within five years frothe date of grant.

The fair value of each option award is estimatethendate of grant using a closed form option widma(Black-Scholes) model that uses the
assumptions noted in the table below. The riskdfnéerest rate was determined using the yield aféel on the option grant date for a zero-
coupon U.S. Treasury security with a term equiviaterthe expected life of the option. The expediiedfor options granted represents the
period the option is expected to be outstandingvearsldetermined by applying the simplified methedkowed by SAB 107. The expected
volatility for options issued in 2007 and prior wdetermined using historical volatilities basedhistorical data for the NASDAQ Bank Index
because the Company lacked sufficient historysmstibck. The expected volatility for options issue@008 was determined using the
Company’s historical data. Estimated forfeituresemessumed to be zero due to the lack of histoexpérience for the Company.

The Company estimated the grant date fair valumptibns awarded in 2008 and 2007 using the Bladieles Option-Pricing model with the
following assumptions:

2008 2007
Assumptions Assumptions
Risk-free interest rat 2.0(% 4.47%
Expected option life (year: 1.84 3.4z
Expected stock price volatilit 21.71% 11.06%
Current quarterly cash dividel $ 0.07 $ 0.07
Projected dividend growt 5.0(% 5.0(%
Weighted average fair value of options grantedrdyuyiear $ 0.541 $ 0.85:
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NOTE 16 —-EQUITY INCENTIVE PLANS (continued)

The Company recognized $594,000 and $498,000 ok<tased compensation expenses relating to théiggasf stock options for the years
ended December 31, 2008 and 2007, respectivelpf Becember 31, 2008, the Company had $785,000taf tinrecognized compensation
cost related to unvested stock options. The castpected to be recognized over a weighted averagded of 1.5 years as follows:

2009 $40¢
2010 36E
2011 15
Weighted
Average
Weighted Remaining
Contractual Aggregate
Average A
Number of Exercise Term Intrinsic
Stock Options Shares Price (in years) value )
Stock options outstanding at December 31, Z 1,301,00! $ 17.68 4.7 $ 234
Stock options grante 301,20( 15.8¢
Stock options exercise — —
Stock options forfeite: (4,800 (16.00
Stock options outstanding at December 31, 2 1,597,401 $17.4C 3.9 $ —
Stock options grante 756,40« 14.8:
Stock options exercise — —
Stock options forfeite: (19,000 (16.279)
Stock options outstanding at December 31, 2 2,334,80 $ 16.51 2.8 $ —
Stock options exercisable at December 31, 2 1,687,87! $ 16.3¢ 2.9 $ —
Fully vested and expected to v 2,331,80: $ 16.51 2.8 $ —

(1) Stock option aggregate intrinsic value représéme number of shares subject to options mudtipliy the difference (if positive) in the
closing market price of the common stock underlytimg options on the date shown and the weightechgeesxercise prici

The Human Resources Committee of the Board of Bireenay grant shares of restricted stock to aedaiployees and directors of the
Company. The awards generally vest annually overivg periods from three to five years and vestigubject to acceleration in certain
circumstances. The cost of such awards will beusctratably as compensation expense over suchctespperiods based on expected vesting
dates. The Company recognized $3.5 million and #8liéon of expenses relating to the grant of skaskrestricted stock during the years
ended December 31, 2008 and 2007, respectivelpf Becember 31, 2008 and 2007, the total unrecegnibmpensation cost related to
unvested shares of restricted stock was $3.9 mitlied $7.4 million, respectively. The cost is expddo be recognized over a weighted
average period of 1.5 years as follows:

2009 $2,15]
2010 1,767
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NOTE 16 —-EQUITY INCENTIVE PLANS (continued)

Weighted
Weighted
Average
Number of Fair Average Aggregate
Value at Term to Intrinsic
Grant Vest (in
Restricted Stock Shares ) Date years) value @
Shares outstanding at December 31, Z 641,95( $ 17.6: 2.2 $11,43¢
Shares grante 17,45( 15.4]
Shares veste (224,25() (17.55
Shares forfeite — —
Shares outstanding at December 31, Z 435,15( $17.5i 1.8 $ 6,88¢
Shares grante — —
Shares veste (195,45() (17.5¢)
Shares forfeite: (600) (17.69)
Shares outstanding at December 31, 2 239,10( $ 17.5¢ 1.5 $ 2,43¢

(1) The end of period balances consist only of unvesiedes

(2) Restricted stock aggregate intrinsic valueesents the number of shares of restricted stockiptiedl by the market price of the common

stock underlying the outstanding shares on the stade/n.

NOTE 17 — LOAN COMMITMENTS AND OTHER OFF-BALANCE SH EET ACTIVITIES

The Company is party to various financial instruisenith off-balance-sheet risk. The Company usesdtinancial instruments in the normal

course of business to meet the financing needastbmers and to effectively manage exposure todsteate risk. These financial instruments

include commitments to extend credit, standby istté credit, unused lines of credit, and committaea sell loans. When viewed in terms of
the maximum exposure, those instruments may inyobvearying degrees, elements of credit and istawrge risk in excess of the amount

recognized in the consolidated statements of filmicondition. Credit risk is the possibility thatcounterparty to a financial instrument will be
unable to perform its contractual obligations. tagt rate risk is the possibility that, due to asin economic conditions, the Company’s net

interest income will be adversely affected.

The following is a summary of the contractual otimwal amount of each significant class of off-ala-sheet financial instruments
outstanding. The Company’s exposure to creditilosse event of nonperformance by the counterpartgommitments to extend credit,

standby letters of credit, and unused lines ofitiedepresented by the contractual notional anhofithese instruments.

The contractual or notional amounts are as follows:

2008 2007
Financial instruments wherein contractual amouegsesent credit ris
Commitments to extend cret $ 39,96 $ 17,60¢
Standby letters of crec 2,22¢ 4,14(
Unused lines of cred 167,13: 218,82(
Commitments to sell mortgag 8,471 2,79¢

Commitments to extend credit are generally mad@éoiods of 60 days or less. The fixed-rate loamsroitment totaled $37.7 million with

interest rates ranging from 5.00% to 6.75% and ritags ranging from one to 30 years.
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NOTE 17 — LOAN COMMITMENTS AND OTHER OFF-BALANCE SH EET ACTIVITIES (continued)

Since many of the commitments are expected to expithout being drawn upon, the total commitmenbants do not necessarily represent
future cash requirements. The Company evaluatésaestomer’s creditworthiness on a case-by-case.bEtse amount of collateral obtained,
if it is deemed necessary by the Company upon siderof credit, is based on management'’s crediuatian of the customers. The collateral
held varies, but primarily consists of single-faymiésidential real estate.

The Bank, as a member of Visa USA, received 51utéstricted shares of Visa, Inc. Class B commoaoksin connection with Visa, Inc.’s
initial public offering in 2007, and 32,398 addited shares of Class B common stock that were deggbisito a litigation escrow that Visa, Inc.
established under its retrospective responsilpliy. The retroactive responsibility plan obligaaiormer Visa USA members to indemnify
Visa USA, in proportion to their equity interests\isa USA, for certain litigation losses and exges) including settlement expenses, for the
lawsuits covered by the retrospective respongjiilian. The primary method for discharging the mddication obligations under the
retrospective responsibility plan is a reductioniaf ratio at which the Visa, Inc. Class B sharmdd in the litigation escrow can be converted
into publicly traded Class A common shares of Viea, In 2007, Visa, Inc. announced that it hacdggtzed liabilities for probable settleme
for two of the covered lawsuits. The Company acdiiteproportionate share of the costs of the potgbaettlements as an expense in 2007
recognized an indemnification liability for the ethcovered lawsuits. In 2008, Visa, Inc. deposigd. billion (“Loss Funds”)nto the litigatior
escrow. Pursuant to the terms of the retrospeatisponsibility plan, Visa, Ins’deposit of the Loss Funds into the litigatiorreacreduced th
conversion ratio applicable to the Company'’s Visa, Class B shares from 0.7143 Class A sharedoh €lass B share, to 0.6296 Class A
share for each Class B share. Due to the restictivat the retrospective responsibility plan inggosn the Company'’s Visa, Inc. Class B
shares, the Company has not recorded the ClasarBssas an asset.

NOTE 18 — FAIR VALUES OF FINANCIAL INSTRUMENTS

Statement 157 establishes a fair value hierarchighwiequires an entity to maximize the use of obalgle inputs and minimize the use of
unobservable inputs when measuring fair value.sthardard describes three levels of inputs thatlneaysed to measure fair value:

* Level 1- Unadjusted quoted prices in active markets thatacessible at the measurement date for identinastricted asset

» Level 2- Significant other observable inputs other than Lévgrices such as quoted prices for similar asseligbilities; quotec
prices in markets that are not active; or otheuigphat are observable or can be corroboratedbgroable market dat

» Level 3 — Significant unobservable inputs thateeffla reporting entity’s own assumptions aboutagsimptions that market
participants would use in pricing an asset or lighi

A financial instrument’s level within the fair vathierarchy is based on the lowest level of inpat ts significant to the fair value
measurement.

The fair values of marketable equity securitieslabte-for-sale are generally determined by qugtgdes, in active markets, for each specific
security (Level 1 measurement inputs). If Level dasurement inputs are not available for a marketadplity security, we determine its fair
value based on the quoted price of a similar sgctreded in an active market (Level 2 measurerimmits). The fair values of debt securities
available-for-sale are generally determined by matricing, which is a mathematical technique widesed in the industry to value debt
securities without relying exclusively on quoteitps for the specific securities, but rather byirgl on the securities’ relationship to other
benchmark quoted securities (Level 2 measurementsih

The fair values of loans held for sale are gengddtermined by quoted prices in active marketsahaaccessible at the measurement date for
identical, unrestricted assets (Level 2 measureiments).
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NOTE 18 — FAIR VALUES OF FINANCIAL INSTRUMENTS (con tinued)

Impaired loans and real estate owned properties\atelated and valued at the time the loan is ifletitas impaired or placed into real estate
owned, at the lower of cost or market value. Maxkatie is measured based on the value of the eddlatecuring these loans and is classified
at a Level 2 in the fair value hierarchy. Collateray be real estate and/or business assets, ingleduipment, inventory and/or accounts
receivable, and its fair value is generally detedibased on real estate appraisals or other indepeevaluations by qualified professionals.
Impaired loans are reviewed and evaluated on at eguarterly basis for additional impairment adfusted accordingly, based on the same

factors identified above.

The fair values of mortgage servicing rights arseobon a valuation model that calculates the ptesdue of estimated net servicing income.
The valuation model incorporates assumptions tlzaket participants would use in estimating futueg servicing income. The Company is
able to compare the valuation model inputs andisstuwidely available published industry data feasonableness (Level 2 measurement

inputs).

The following table sets forth the Compasyinancial assets that were accounted for attdire and are classified in their entirety basethe
lowest level of input that is significant to therfaalue measurement.
Fair Value

Measurements at
December 31, 2008

Using
Quoted
Prices in
Active
Markets
Significant
for Other
Identical Observable
Assets Inputs
Fair Value (Level 1) (Level 2)
Securities availab-for-sale $124,91¢ $ 353 $124,56¢
The following table sets forth the Company's astieds were measured at fair value on a non-reaybasis:
Fair Value

Measurements at
December 31, 2008

Using
Quoted
Prices in
Active
Markets
Significant
for Other
Identical Observable
Fair Assets Inputs
Value (Level 1) (Level 2)
Impaired loan $10,06: $ — $ 10,06:
Mortgage servicing right 1,09: — 1,09:

Impaired loans, which are measured for impairmsiniguthe fair value of the collateral for collatedependent loans, had a carrying amout
$25.6 million, with a valuation allowance of $2.7lian at December 31, 2008, compared to a carrgnmpunt of $24.7 million, with a
valuation allowance of $806,000 at December 31726€sulting in a provision for loan losses of $hiflion for the year ended December 31,

2008.
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BANKFINANCIAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Table amounts in thousands, except share anchpez data)

NOTE 18 — FAIR VALUES OF FINANCIAL INSTRUMENTS (con tinued)

Mortgage servicing rights, which are carried atéowf cost or fair value, had a carrying amoursb®8 million at December 31, 2008,
comprised of $1.2 million on fixed rate loans a®@$,000 on adjustable rate loans, including a velnallowance of $110,000 on mortgage
servicing rights of the fixed rate loans. A pre-tdrarge of $110,000 was included in net loss aadaitional reserve on our mortgage servicing
rights portfolio for the year ended December 30)8@6ompared to zero for 2007.

The carrying amount and estimated fair value ddrficial instruments is as follows:

2008 2007
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
Financial assetl
Cash and cash equivale $ 29,32¢ $ 29,32¢ $ 28,94¢ $ 28,94¢
Securities 124,91¢ 124,91¢ 77,04¢ 77,04¢
Loans hel-for-sale 872 89C 175 17E
Loans receivable, net of allowance for loan los 1,267,96! 1,289,86 1,253,99! 1,262,622
FHLBC stock 15,59¢ N/A 15,59¢ N/A
Accrued interest receivab 6,73: 6,737 7,09( 7,09(C
Mortgage servicing right 1,83( 2,01¢ 2,161 2,841
Financial liabilities
Nor-interes-bearing demand depos $ (109,05¢ $ (109,05¢ $ (111,55) $ (111,559
NOW and money market depos (491,509 (491,50%) (557,199 (557,199
Savings (94,802 (94,807) (97,280 (97,280
Certificates of depos (374,49)) (379,25)) (307,61) (309,527
Borrowings (200,35() (201,819 (96,43 (98,406
Accrued interest payab (745) (745) (980) (980

For purposes of the above, the following assumptisare used:

Cash and Cash EquivalentsThe estimated fair values for cash and cash atprits are based on their carrying value due tslloet-term
nature of these assets.

Loans: The estimated fair value for loans has been deterd by calculating the present value of futurghchlows based on the current rate
Company would charge for similar loans with simitaaturities, applied for an estimated time periatilthe loan is assumed to be repriced or
repaid. The estimated fair values of loans heldstde are based on quoted market prices.

FHLBC stock: It is not practicable to determine the fair vabie&=HLBC stock due to the restrictions placed tsrtriansferability.
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NOTE 18 — FAIR VALUES OF FINANCIAL INSTRUMENTS (con tinued)

Deposit Liabilities: The estimated fair value for certificates of depbas been determined by calculating the pressdoe of future cash flows
based on estimates of rates the Company would paych deposits, applied for the time period ungturity. The estimated fair values of
non-interest-bearing demand, NOW, money marketsanthgs deposits are assumed to approximatedheiring values as management
establishes rates on these deposits at a levedpipadximates the local market area. Additionaligse deposits can be withdrawn on demand.

Borrowings: The estimated fair values of advances from theBE and notes payable are based on current maates for similar financing.
The estimated fair value of securities sold undgeaments to repurchase is assumed to equal ifdravalue due to the short-term nature of
the liability.

Accrued Interest: The estimated fair values of accrued interestivable and payable are assumed to equal theyicgrvalue.

Off - Balance-Sheet InstrumentsOff-balance-sheet items consist principally ofunded loan commitments, standby letters of credit]
unused lines of credit. The estimated fair valdasndunded loan commitments, standby letters oflitrand unused lines of credit are not
material.

While the above estimates are based on managenugdgisient of the most appropriate factors, as efdfilance sheet date, there is no
assurance that the estimated fair values would hega realized if the assets were disposed ofediiahilities settled at that date, since market
values may differ depending on the various circamsts. The estimated fair values would also noyappsubsequent dates.

In addition, other assets and liabilities thatrawefinancial instruments, such as premises angewnt, are not included in the above
disclosures.

NOTE 19 —- OTHER COMPREHENSIVE INCOME (LOSS)
Other comprehensive income (loss) components datbdetaxes were as follows:

2008 2007 2006
Unrealized holding gains (losses) on securitiesla@va-for-sale $(28,639) $(11,979 $5,23
Tax effect 11,36¢ 4,994 (2,020
Unrealized holding gains (losses) on securitiesla@va-for-sale, net of ta (17,274 (6,98%) 3,217
Reclassification adjustments for net gains recagghin income (1,385 (399) (101)
Tax effect 55C 16€ 39
Reclassification adjustments for net gains recagghin income, net of ta (83%) (233) (62
Loss on impairment of securities availe-for-sale 35,91¢ — —
Tax effect (14,27¢) — —
Loss on impairment of securities availe-for-sale net of ta: 21,64: — —

$ 353¢ $ (7,219 $3,15¢
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NOTE 20 — COMPANY ONLY CONDENSED FINANCIAL INFORMAT ION

Condensed financial information of BankFinanciak@wation as of December 31, 2008 and 2007 anthéoyears ended December 31, 2008,
2007, and 2006 follows:

Condensed Statements of Financial Condition

2008 2007
ASSETS
Cash in subsidiar $ 32,97¢ $ 44,23.
Loan receivable from ESC 17,77¢ 18,34:
Investment in subsidiat 214,70t 226,82
Other asset 1,37¢ 1,92¢
Total asset $266,83¢ $291,32¢
LIABILITIES AND STOCKHOLDERS ' EQUITY
Accrued expenses and other liabilit 48 191
Total stockholder equity 266,79, 291,13
Total liabilities and stockholde’ equity $266,83¢ $291,32¢
Condensed Statements of Operations
2008 2007 2006
Interest incom $ 1,287 $ 1321 $ 1,35
Dividends from subsidiar 2,00¢ 47,50( 10,50(
Other expens 1,85¢ 1,864 1,52¢
Income before income tax and undistributed subsidicome 1,42¢ 46,957 10,32¢
Income tax benefi (217) (209) (66)
Income before equity in undistributed subsidiargoime 1,64¢ 47,16¢ 10,39:
Equity in undistributed subsidiary income (exceissrithutions) (21,03Y  (40,01) (346)
Net income (loss $(19,389 $ 7,15F  $10,04¢
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NOTE 20 — COMPANY ONLY CONDENSED FINANCIAL INFORMAT ION (continued)

Condensed Statements of Cash Flows

Cash flows from operating activities
Net income (loss
Adjustments
Equity in undistributed subsidiary income (exceiss$rithutions)
Change in other asse
Change in accrued expenses and other liabi

Net cash from operating activities

Cash flows from investing activities
Cash paid in acquisitic
Principal payments received on ESOP |
Net cash from investing activities

Cash flows from financing activities
Repurchase and retirement of common s
Cash dividends paid on common stt
Net proceeds from sale of common st

Net cash from financing activities

Net change in cash and cash equival

Beginning cash and cash equivale

Ending cash and cash equivalent
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2008 2007 2006
$(19,389 $ 7,158 $ 10,04
21,038 40,01 34€
54¢ (21) 387
(149) 191  (1,11))
2,05:  47,33¢ 9,66¢
— — (23,949
562 52¢ 49E
562 52¢ (23,449
(7,73)  (33,95) (17,290
(6,139 (6,481 (4,446
(13,87) (40,439 (21,730
(11,25¢) 7,427 (35,519
4423.  36,80F 72,32
$32,97¢ $44,23. $ 36,808




BANKFINANCIAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Table amounts in thousands, except share anchpez data)

NOTE 21 — SELECTED QUARTERLY FINANCIAL DATA (Unaudited)

Year Ended December 31, 200

First Second Third Fourth

Quarter Quarter Quarter Quarter
Interest Incom $20,74: $19,387 $18,74¢ $19,08:
Interest Expens 7,46¢ 6,40¢ 5,98: 5,81(
Net interest incom 13,27: 12,98: 12,76¢ 13,27:
Provision (credit) for loan lossi (512) 25C 1,40¢ 3,48
Net interest incom 13,32¢ 12,73 11,36( 9,78t
Non interest incom 4,70¢ 1,521 1,96¢ 1,78¢
Non interest expens 13,22¢ 23,25 37,34¢ 14,79¢
Income before income tax 4,80z (9,000 (24,019 (3,222
Income tax expens 1,61(C (3,597 1,06t (11,130
Net Income (loss $ 3,192 $(5,407) $(25,08) $ 7,90¢
Basic earnings (loss) per common st $ 01€ $ (0.27) $ (1.27) $ 0.4cC
Diluted earnings (loss) per common sh $ 01 $ (0.27) $ (1200 $ 0.4C

Year Ended December 31, 2007

First Second Third Fourth

Quarter Quarter Quarter Quarter
Interest Incom $23,79: $23,11. $23,12¢ $21,92¢
Interest Expens 9,76¢ 9,76( 9,89¢ 8,88(
Net interest incom 14,02¢ 13,35: 13,22¢ 13,04
Provision (credit) for loan loss: 581 (354) 46C 10
Net interest incom 13,447 13,70¢ 12,76¢ 13,03t
Non interest incom 2,04: 2,327 2,77 2,50z
Non interest expens 13,127 12,66¢ 12,38: 14,311
Income before income tax 2,361 3,36¢ 3,15¢ 1,22¢
Income tax expens 71€ 1,02¢ 922 297
Net Income $1657 $233 $ 2237 $ 92¢
Basic earnings per common sh $ 006 $ 011 $ 011 $ 0.0%
Diluted earnings per common shi $ 0068 $ 011 $ 011 $ 0.0%

The Company had net income of $7.9 million for fimerth quarter of 2008. The Company’s operatingitesor the fourth quarter of 2008
included a pre-tax charge of $2.0 million on theyeextinguishment of borrowings, in accordancehviiimerging Issues Task Force 96-19,
Debtor's Accounting for a Modification or Exchange of Défstruments The Bank elected to pursue certain balance shs&ticturing
strategies as a result of the historically lowriest rate environment. The restructuring consisfaétiring $25.0 million of FHLBC advances
and replacing it with a new FHLBC advance with djuatable interest rate and a maturity of approxétyaone month. The Company also
recorded a tax benefit of $10.1 million relatedhte Freddie Mac impairment losses that were recbadeof September 30, 2008, but because
the Emergency Economic Stabilization Act of 200&wat enacted until October 3, 2008, the tax bemnefs applied to the Company’s results
of operations for the quarter ending December 8082

On January 29, 2009, the Company announced thabésd of Directors declared a cash dividend 00%(er share of its common stock. The
dividend will be payable on March 6, 2009 to stouklers of record on February 11, 2009.
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ITEM9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL DISCLOSURE
Not Applicable

ITEM 9A. CONTROLS AND PROCEDURES

(a) Evaluation of disclosure controls and proceslure

Under the supervision and with the participatiomof management, including our Principal Execu@fécer and Principal Financial Officer,
we evaluated the effectiveness of the design aedatipn of our disclosure controls and proceduassléfined in Rule 13a-15(e) and 1Bsle)
under the Exchange Act) as of the end of the figeal (the “Evaluation Date”Based upon that evaluation, the Principal Execu@iffecer anc
Principal Financial Officer concluded that, asted Evaluation Date, our disclosure controls anadgadares were effective in timely alerting
them to the material information relating to us gar consolidated subsidiaries) required to beuihet! in our periodic Securities and Exchange
Commission filings.

(b) Management’s Annual Report on Internal Con@eér Financial Reporting:

The annual report of management on the effectiveeagsur internal control over financial reportiagd the attestation report thereon issued by
our independent registered public accounting firmmset forth under “Report of Management on Inte@untrol Over Financial Reportingind
“Report of Independent Registered Public Accountirgn on Internal Control Over Financial Reportingider “Item 8. Financial Statements
and Supplementary Data.”

(c) Changes in internal control

There were no changes made in our internal condiiisig the period covered by this report or, to knowledge, in other factors that have
materially affected, or are reasonably likely tatenglly affect these controls.

See the Certifications pursuant to Section 30hef3arbanes-Oxley Act of 2002.

ITEM 9B. OTHER INFORMATION
Not Applicable.
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PART llI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Directors and Executive Officers. The information concerning our directors and exiee officers required by this item will be filegith the
Securities and Exchange Commission by amendmaehisté-orm 10-K, not later than 120 days after theé ef our fiscal year.

Section 16(a) Beneficial Ownership Reporting Compdince. The information concerning compliance with thpading requirements of
Section 16(a) of the Securities Exchange Act of4188 our directors, officers and 10 percent stotddus required by this item will be filed
with the Securities and Exchange Commission by amemt to this Form 10-K, not later than 120 daysrahe end of our fiscal year.

Code of Ethics. We have adopted a Code of Ethics for Senior FKiah®fficers that applies to our principal exegatofficer, principal
financial officer, principal accounting officer, @persons performing similar functions. A copy af €ode of Ethics is attached as Exhibit 14
to our Annual Report on Form 10-K for the year ehBecember 31, 2007. We have also adopted a CdBesiiess Conduct, pursuant to
Nasdaq requirements, that applies generally talvactors, officers, and employes

ITEM 11. EXECUTIVE COMPENSATION

The information concerning compensation requiredhiyitem will be filed with the Securities anddiange Commission by amendment to
this Form 10-K, not later than 120 days after theé ef our fiscal year.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information concerning security ownership atai@ beneficial owners and management requirethisyitem will be filed with the
Securities and Exchange Commission by amendmehisté-orm 10-K, not later than 120 days after theé ef our fiscal year.

Securities Authorized for Issuance under Equity Corpensation Plan

The following table sets forth information regamglithhe securities that were authorized for issuameker our 2006 Equity Incentive Plan as of
December 31, 2008:

(Column A) (Column B) Column C)
Number of
Securities
Remaining
Available
for Future
Issuance
under
Number of 2006
Securities tc Equity
Weighted- Incentive
be Issued Average Plan
Upon Exercise (Excluding
Exercise of Price of
Outstanding Outstanding Securities
Reflected
Options, Options, in Column
Warrants Warrants
Plan Category and Rights and Rights (A))
Equity compensation plans approved by stockhol 2,573,90. $ 16.51 257,62.
Equity compensation plans not approved by stocldre — — —
Total 2,573,90. 16.51 257,62:

Column (A) represents stock options and restristedk outstanding under the Company’s 2006 Equitemtive Plan. Future equity awards
under the 2006 Equity Incentive Plan may take @mnfof stock options, stock appreciation rightsfgenance unit awards, restricted stock,
restricted performance stock, restricted stocks,isiibck awards or cash. Column (B) representa/éighted-average exercise price of the
outstanding stock options only; the outstandingricted stock awards are not included in this daliton. Column (C) represents the maximum
aggregate number of future equity awards that eamé&de under the 2006 Equity Incentive Plan aseaebhber 31, 2008.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information concerning certain relationshipd eglated transactions required by this will bediwith the Securities and Exchange
Commission by amendment to this Form 10-K, notrldten 120 days after the end of our fiscal year.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information concerning principal accountansfaad services will be filed with the Securitiesl &xchange Commission by amendment to
this Form 10-K, not later than 120 days after the ef our fiscal year.

PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a)(1) Einancial Statemen

The following consolidated financial statementlu# tegistrant and its subsidiaries are filed asgfahis document under “Iltem 8. Financial
Statements and Supplementary Data.”

(A) Report of Independent Registered Accounting F

(B) Consolidated Statements of Financial Condi- at December 31, 2008 and 2(

(C) Consolidated Statements of Operations for the ymaded December 31, 2008, 2007 and z

(D) Consolidated Statements of Changes in Stockh¢ Equity for the years ended December 31, 2008, 20@/7200¢
(E) Consolidated Statements of Cash Flows for the yerailed December 31, 2008, 2007 and 2

(F) Notes to Consolidated Financial Stateme

(2)(2) Financial Statement Schedu
None.

(@)(3) Exhibits
The documents set forth below are filed herewitinoorporated herein by reference to the locatimlicated.

Exhibit Location
3.1 Articles of Incorporation of BankFinancial Corpacat Exhibit 3.1 to the Registration Statement on Fo-1 of the
Company (file no. 333-119217), originally filed withe Securities
and Exchange Commission on September 23,

3.2 Bylaws of BankFinancial Corporation Exhibit 3.2 to the Registration Statement on Forh @& the
Company (file no. 333-119217), originally filed Withe Securities
and Exchange Commission on September 23,

3.2 Articles of Amendment to Charter of BankFinanciar@oration Exhibit 3.3 to the Registration Statement on Forh @& the
Company (file no. 333-119217), originally filed Withe Securities
and Exchange Commission on September 23,
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3.4

10.1

10.2

10.3

10.4

10.5

10.7

10.12

10.1:

10.1¢

10.1¢

10.1¢€

10.1%

Exhibit

Location

Restated Bylaws of BankFinancial Corporat

Form of Common Stock Certificate of BankFinanciak@bration

Employee Stock Ownership PI

Deferred Compensation Plan

BankFinancial FSB Employment Agreement with F. Morgsasiol

BankFinancial FSB Employment Agreement with Jamé&ydnnan

BankFinancial FSB Employment Agreement with PauChautier

BankFinancial FSB Employment Agreement with Christ:
Calabrese

Form of Incentive Stock Option Award Terms

2006 BankFinancial Corporation Equity IncentiverPla

Form of Performance Based Incentive Stock OptiorafaTerms
Form of Nor-Qualified Stock Option Award Tern

Form of Performance Based Non-Qualified Stock Opf\avard

Terms

Form of Restricted Stock Unit Award Agreement
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Exhibit 3.4 to the Annual Report on Form-K of the Compan)
(file no. 0001193125-06-064000), filed with the Geties and
Exchange Commission on March 15, 2(

Exhibit 4 to the Registration Statement on Form &-the
Company (file no. 333:19217), originally filed with the Securiti
and Exchange Commission on September 23,

Exhibit 10.1 to the Registration Statement on F&8-1 of the
Company (file no. 333:19217), originally filed with the Securiti
and Exchange Commission on September 23,

Exhibit 10.2 to the Registration Statement on F&uh of the
Company (file no. 333-19217), originally filed with the Securiti
and Exchange Commission on September 23, .

Exhibit 10.1 to the Current Report on For-K of the Compan!
(file 000-51331) originally filed with the Secues and Exchange
Commission on May 5, 20(

Exhibit 10.3 to the Current Report on Form 8-K'tod Company
(file 000-51331) originally filed with the Secugs and Exchange
Commission on May 5, 200

Exhibit 10.2 to the Current Report on Form 8-K'tod Company
(file 000-51331) originally filed with the Secugs and Exchange
Commission on May 5, 20(

Exhibit 10.5 to the Current Report on For-K of the Compan
(file 000-51331) originally filed with the Secugs and Exchange
Commission on May 5, 200

Exhibit 10.1 to the Report on Form 8-K of the Compéiled with
the Securities and Exchange Commission on Septei906

Appendix C to the Definitive Form 14A filed withdlSecurities
and Exchange Commission on May 25, 2006 (File N6-51331)

Exhibit 10.2 to the Report on Forr-K of the Company filed witl
the Securities and Exchange Commission on Septeb 2806

Exhibit 10.3 to the Report on Forr-K of the Company filed witl
the Securities and Exchange Commission on Septebl2806

Exhibit 10.4 to the Report on Form 8-K of the Compéiled with
the Securities and Exchange Commission on Septebl2806

Exhibit 10.5 to the Report on Form 8-K of the Compéiled with
the Securities and Exchange Commission on Septebl2806



10.1¢

10.1¢

10.2C

10.21

10.22

10.2:

10.2¢

10.2¢

10.2¢

10.2%

10.2¢

10.2¢

14

21

23
311

31.2

Exhibit

Location

Form of Performance Based Restricted Stock Awanégen:
Form of Restricted Stock Award Agreem:
Form of Stock Appreciation Rights Agreement

Retirement Agreement dated as of October 20, 20€8yeen
BankFinancial Corporation and Robert . Shaughness

Consulting Agreement dated as of October 20, 2088yeen
BankFinancial Corporation and Robert ' Shaughness

Amendment to BankFinancial Corporation 2006 Eqlitentive
Plan Restricted Stock Award Agreement between Biuaki€ial
Corporation and Robert J’ Shaughnessy dated October 20, 2

Form of Amendments to BankFinancial Corporation@&quity
Incentive Plan Non-Qualified Stock Option Award farbetween
BankFinancial Corporation and Robert J. O’Shaugénedsted
October 20, 200

Exhibit 10.6 to the Report on Forn-K of the Company filed witl
the Securities and Exchange Commission on Septeb 2806

Exhibit 10.7 to the Report on Forn-K of the Company filed witl
the Securities and Exchange Commission on Septemi906

Exhibit 10.8 to the Report on Form 8-K of the Compéiled with
the Securities and Exchange Commission on Septemi906

Exhibit 10.1 to the Report on Form 8-K of the Comypéiled with
the Securities and Exchange Commission on Octdhe2(08

Exhibit 10.2 to the Report on Form 8-K of the Compéiled with
the Securities and Exchange Commission on Octdhe2(08

Exhibit 10.3 to the Report on Form 8-K of the Compéiled with
the Securities and Exchange Commission on Octdhe2(08

Exhibit 10.4 to the Report on Forr-K of the Company filed witl
the Securities and Exchange Commission on Octdhe2@)8

BankFinancial Corporation Employment Agreement AttMorgar Exhibit 10.1 to the Report on Form 8-K of the Compéiled with

Gasior

BankFinancial Corporation Employment Agreement vidtul A.
Cloutier

BankFinancial Corporation Employment Agreement wilmes ¢
Brennar

BankFinancial Corporation Employment Agreement vidtizabeth
A. Doolan

BankFinancial FSB Employment Agreement with Elizab&.
Doolan

Code of Ethics for Senior Financial Officers

Subsidiaries of Registra

Consent of Crowe Horwath LL

the Securities and Exchange Commission on Octdhe2@)8

Exhibit 10.2 to the Report on Form 8-K of the Comypéiled with
the Securities and Exchange Commission on Octdhe2@)8

Exhibit 10.3 to the Report on Forn-K of the Company filed witl
the Securities and Exchange Commission on Octdhe2@)8

Filed herewitr
Filed herewith

Exhibit 14 to the Annual Report on Form 10-K of thempany
(file no. 0001193125-06-064000), filed with the Geiies and
Exchange Commission on March 27, 2(

Exhibit 21 to the Registration Statement on For-1 of the
Company (file no. 333:19217), originally filed with the Securiti
and Exchange Commission on September 23,

Filed herewitr

Certification of Chief Executive Officer pursuant$ection 302 of Filed herewith

the Sarban«Oxley Act of 2002

Certification of Chief Financial Officer pursuamt $ection 302 of
the Sarban«Oxley Act of 2002
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32 Certification of Chief Executive Officer and Chieihancial Officer Furnished herewith
pursuant to Section 906 of the Sarb-Oxley Act of 2002*

* A signed original of this written statement rexpd by Section 906 has been provided to the Compadywill be retained by the Company
and furnished to the Securities and Exchange Cosionior its staff upon reque:
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the Regidthas duly caused this report tc
signed on its behalf by the undersigned, therednlp authorized.

BANKFINANCIAL CORPORATION

Date: February 23, 2009 By: /s/ F. Morgan Gasior
F. Morgan Gasio
Chairman of the Board, Chief Executive Officer drésiden
(Duly Authorized Representativ

Pursuant to the requirements of the Securities &xgé of 1934, this report has been signed belothdyjollowing persons on behalf of
the Registrant and in the capacities and on thesdaticated.

Signatures Title Date
/s/ F. Morgan Gasic Chairman of the Board, Chief Executive Officer February 23, 200

F. Morgan Gasior President
(Principal Executive Officer

/s/ Paul A. Cloutie Executive Vice President and Chief Financial Offi February 23, 200
Paul A. Cloutiel (Principal Financial Officer

/s/ Elizabeth A. Doola Senior Vice President and Control February 23, 200
Elizabeth A. Doolar (Principal Accounting Officer

/s/ Cassandra J. Fran Director February 23, 200
Cassandra J. Franc

/s/ John M. Hausmar Director February 23, 200
John M. Hausman

/s/ Sherwin R. Koopmans Director February 23, 2009
Sherwin R. Koopman

/s/ Joseph A. Schudt Director February 23, 2009
Joseph A. Schuc

/s| Terry R. Wells Director February 23, 2009
Terry R. Wells

/s/ Glen R. Wherfel Director February 23, 2009

Glen R. Wherfe
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Exhibit 10.28

BANKFINANCIAL CORPORATION
EMPLOYMENT AGREEMENT

THIS AGREEMENT (“Agreement”) is made effective as@ctober 20, 2008 (the “Effective Date”), by anetlween BankFinancial
Corporation, (the “Company”), a Maryland corporatiwaving its principal office at 15 W 060 North Rtage Road, Burr Ridge, lllinois, and
Elizabeth Doolan (“Executive”).

WHEREAS, the Board of Directors of the Company (tBeard”) considers the continued availability ofdeutive’s services to be
important to the successful management and cordulbe Company’s business, and wishes to assureotitéhued availability of Executive’s
full-time services to the Company as provided is thgreement; and

WHEREAS, Executive is willing to continue to seiimehe employ of the Company on a full-time basigie terms and conditions set
forth herein.

NOW, THEREFORE, in consideration of the mutual aeves herein contained, and upon the other tergig@anditions hereinafter
provided, the parties hereby agree as follows:
1. POSITION AND RESPONSIBILITIES.

(a) Position During the period of employment established bgti®a 2(a) of this Agreement (the “Employment Pdt)p Executive
agrees to serve, if appointed to serve, as theo6¥ite President and Controller, Accounting Depeemt, Finance Division of the Company
and BankFinancial, F.S.B. (the “Bank”).

(b) Duties and Responsibilitie€xecutive shall have and exercise the dutieporesbilities, privileges, powers and authority
commensurate with such position as the Board oCtiief Executive Officer of the Company, has assityand may hereafter assign to
Executive.

(c) Faithful PerformanceExcept for periods of paid time off taken in awtance with Section 3(t) hereof or following a Didiy
Determination made in accordance with Section B@sgof, or for services performed for the Compawyffdiates (as defined below)
Executive shall devote substantially all of heribass time, attention, skill and efforts during Er@ployment Period to the faithful
performance of her duties hereunder, and shakkngage in any business or activity that interfevitls the performance of such duties or
conflicts with the business, affairs or interedtthe Company or the Bank; provided that, notwalhsling the foregoing, Executive may:

(i) perform her obligations under any employmerreaghent hereafter entered into between the BanlEaadutive (the “Bank Agreement”);
and (ii) hold directorships, offices or other pmsit in one or more other organizations to thergxpermitted by the Company’s Professional
Responsibility Policy, as amended from time to timreas otherwise approved by the Board or the@teai and Chief Executive Officer.

(d) Performance StandardBuring the Employment Period, Executive shalfgen her duties in accordance with the policies and
procedures of the Company, as amended from tintiem&y such reasonable performance standards &otirel or the Chief Executive Officer
of the Company has established or may hereaftablest in the exercise of good fa




business judgment, including those set forth inGbenpany’s Personnel Manual, as amended from tntiene, and such Business Plans as the
Board or the Chief Executive Officer of the Compdiap established or may hereafter establish iexkecise of good faith business judgment.

2. TERM OF EMPLOYMENT.

(a) Term. The Employment Period shall commence as of tifecEfe Date and shall thereafter continue for ggaeof twenty-four
(24) months unless extended as provided hereirar@efore each anniversary of the Effective Daténduthe Employment Period (each an
“Anniversary Date”), the Board, subject to the mviprocess set forth in Section 2(b) hereof, magrekthe Employment Period for an
additional one (l) year so that the remaining tefrthe Employment Period shall then be twenty-f(24) months. All references herein to the
Employment Period shall mean, for all purposeshisf Agreement, Executive’s Employment Period asaity established by, and as may
subsequently be extended pursuant to, this Se2(en

(b) Annual Review The Board or the Board’'s Human Resources Comenfttee “Human Resources Committee”) shall revieiw th
Agreement and the compensation arrangements pubfadderein at least annually on, before or withireasonable time (not to exceed forty-
five (45) days) after each Anniversary Date. Ad paeach annual review, the Board or the Humarokegs Committee shall determine
whether or not to increase Executiw®ase Salary as provided in Section 3(a) herebt@extend the Employment Period for an additiame
(1) year as provided in Section 2(a) hereof. Themale and results of such review, and the justtfon for any such increase or extension,
be documented in the minutes of the meeting atlwthie Board or the Human Resources Committee caoedscich review, or in any written
performance reviews referenced in such minutes.Bdard, the Human Resources Committee or a permssigrthted by either of them shall
notify Executive in writing as soon as practicalgled not later than fortfive (45) days, after each applicable Anniversagtd) of the results
such review, including its decision whether or twoincrease Executive’s Base Salary and to exteadEmployment Period. A decision by or
the failure of the Board or the Human Resources @ittae to increase Executive’s Base Salary and/extend the Employment Period shall
not constitute a breach of this Agreement or a ‘@SBeason” under Section 5(b) hereof. All decisiand actions of the Human Resources
Committee pursuant to this Section 2(b) shall bgesat to ratification by the Board only to the extdf any, that ratification may be required
applicable laws and regulations.

3. COMPENSATION AND OTHER BENEFIT:.

(a) Base SalaryDuring the Employment Period, the Company shajl Executive the annual base salary that is refteit the payroll
records of the Company on the Effective Date (“B&akary”), subject to any discretionary increases the Board may hereafter elect to make
pursuant to this Section 3(a). Executive’s Basargahall be payable in accordance with the requdgroll practices of the Company. The
Board or the Human Resources Committee may incteaseutive’s Base Salary at any time, but shallredtice Executive’s Base Salary
during the Employment Period without the ExecutiveXpress prior written consent. All reference®imeto Base Salary shall mean, for all
purposes of this Agreement, Executive’s Base Salairiyitially established ill, and as may subsetjydre increased pursuant to, this Section 3

(@).




(b) Bonuses; Incentive Compensatidn addition to Executive’s Base Salary, Execushall be entitled to any cash or equity-based
incentive compensation and bonuses to the exteneégursuant to any plan or arrangement of thef@omy or the Bank in which Executive
eligible to participate during the Employment Pdrior to such other extent as the Board or its HuR@sources Committee may determine in
its discretion to award to Executive.

(c) Other CompensationThe Company may provide such additional compésad Executive in such form and in such amoustmay
be approved by the Board or the Human Resourcesriitee in its sole discretion.

(d) Special AllowancesThe Company shall provide Executive with either tise of an automobile or an automobile allowamzkeithe
the use of a cellular telephone or a cellular teteye allowance during the Employment Period in etaxace with the standard policies and
practices of the Company and consistent with thatided to Executive as of the Effective Date; pded that the allowance for a given year
must be paid to the Executive not later than 2.5timafter the end of such year.

(e) Reimbursement of Expensebhe Company shall payor reimburse Executive goetance with the standard policies and practifes o
the Company for all reasonable expenses incurrdeiiegutive during the Employment Period in conrmettvith her employment hereunder or
the business of the Company; provided that sucimpay or reimbursement must occur not later thamthbths after the end of the year in
which such expense was incurred.

(1) Paid Time Off Executive shall be entitled to receive not |&ss1t176 hours of paid time off (“PTQO”) per calenglaar during the
Employment Period in accordance with the PTO pedicf the Company as then applicable to seniongixecofficers of the Company.
Executive shall also be entitled to take time affidg all legal holidays approved by the Board@mmpany employees generally. Executive
shall receive her Base Salary and the other amamtdenefits provided for in Section 3 hereof migiall PTO periods and legal holidays.
Except as permitted by the PTO policies of the Camyp Executive shall not be entitled to receive adgitional compensation for her failure
to take PTO or accumulate unused PTO from onetgethie next.

(g) Other Benefits The Company shall provide Executive with all athenefits that are now or hereafter provided unifg to non-
probationary full-time employees of the Companyimigithe Employment Period, including, without liatibn, benefits under any Section 125
Cafeteria Plan, any group medical, dental, vis@hsability and life insurance plans that are novhereafter maintained by the Company
(collectively, the “Core Plans”), and under any @QJlan (“401(k) Plan”) and Employee Stock OwnépsRlan (“ESOP”) that is now or
hereafter sponsored by the Company, in each cégecsto the Company’s policies concerning emplgyagments and contributions under
such plans. The Company shall not make any chaogasy Core Plan that would materially and advgraéflect Executive’s rights or benefits
under such plan unless such changes are madeatpelto all non-probationary fulltime employeedl# Company on a non-discriminatory
basis. Nothing paid to Executive under any Cora Blaany 401(k) Plan or ESOP shall be deemed 1o beu of any other compensation that
Executive is entitled to receive under this Agreetne



(h) Disability Insurance During the Employment Period, the Company mayige Executive with a disability insurance policytiw
coverage sufficient to provide Executive with anrdiaability insurance payments in an amount upixty percent (60%) of Executive’s Base
Salary for a period at least equal to the then neimg.term of the’ Employment Period (the “DisatyilPolicy”) in the event that Executive’s
employment is terminated by reason of a Disabiligtermination (as defined below). If a Disabilitgliey is so provided, Executive shall be
responsible for the payment of all premiums onRieability Policy and shall cooperate with the Cany in all respects as necessary or
appropriate to enable the Company to procure tisatillity Policy, and the Company shall provide Exee with an annual allowance in an
amount sufficient, on an aftéax basis, to equal the annual premiums for thalilisy Policy; provided that the allowance for i@en year mu
be paid to the Executive not later than 2.5 moafter the end of the year in which such premiunespaid.

() Disability Insurance Adjustmentf Executive receives disability benefits undee Disability Policy or any Core Plan or receives
federal Social Security disability benefits (cotigely, “Disability Payments”), the Company’s obdiion under Section 3(a) and 6(b) hereof to
pay Executive her Base Salary shall be reducedf the date the Disability Payments are first reediby Executive, to an amount equal to the
difference between Executive’s Base Salary andikability Payments that Executive received dueagh applicable payroll period. The
Executive shall make reasonable good faith effortsotify the Company of the receipt of DisabilRayments.

4. TERMINATION BY THE COMPANY .

(a) Termination For Causelhe Board may terminate Executive’s employmetthwie Company “For Cause” at any time during the
Employment Period, subject to the requirement$ostt in this Section 4(a) and in Section 7 of thgreement. A termination “For Cause”
shall mean the Company’s termination of Executiyelstime employment hereunder because of Exeelgipersonal dishonesty,
incompetence, willful misconduct, breach of fidugiduty involving personal profit, intentional faile to perform stated duties, willful
violation of any law, rule or regulation (other thmaffic violations or similar offenses), or finedéase-and-desist order, a repeated and material
failure to achieve minimum objectives under a BasiPlan established in accordance with Sectiol) 4f ¢this Agreement, a repeated and
material failure of Executive to meet reasonablégsmance standards established in accordanceSeittion led) of this Agreement, or a
material breach of any provision of this Agreemédtwithstanding the foregoing, Executive shall hetdeemed to have been terminated For
Cause unless and until (i) there shall have bebweded to Executive a written notice of the Boarditention to terminate Executive’s
employment For Cause, specifying the alleged grediodsuch termination; (ii) if the alleged grourfds such termination are a material bre
of this Agreement, a repeated and material fatlar@chieve minimum objectives under a Business &saablished in accordance with Secti
(d) of this Agreement, or a repeated and mateaifire of Executive to meet reasonable performat@edards established in accordance with
Section led) of this Agreement, providing Executivih a reasonable opportunity to cure, if curabley conduct or acts alleged to be such;
(iii) following




delivery of such written notice, Executive (togethdth any counsel selected by her) shall have lgpesn a reasonable opportunity to present
to the Board, at a meeting called and held fonoluiding that purpose, Executive’s position regagdany dispute that exists regarding the
alleged grounds for termination For Cause; andtfig)Board shall adopt a resolution by the affiiieatvote of not less than a majority of its
members, finding in good faith and on the basiseatonable evidence that Executive was guilty aficot justifying a termination For Cause.
The Notice of Termination (as defined in Sectidmefow) issued in connection with the terminatiorE@ecutives employment For Cause st

be accompanied by a copy of such resolution. Staulidpute arise concerning the Executive’s tertiang-or Cause, any review of the For
Cause termination in any judicial or arbitratiom@eeding will be limited to a determination of winet the Board acted in good faith and on the
basis of reasonable evidence. The Board shalledsteemed to have terminated Executive’s employmihtthe Company For Cause if
Executive’s employment with the Bank is terminafted Cause during the Employment Period in accorelavith the requirements set forth in
the Bank Agreement.

(b) Termination for Disability Upon a determination (a “Disability Determinatipof Disability (as defined below), the Board,ita
discretion, may terminate Executive's employmerthwiie Company at any time from and after the dasuch Disability Determination.
Following a Disability Determination, the Board maylieu of terminating Executive’'s employment t@ason of the Disability Determination,
appoint one or more other persons to serve as @\&anior Vice President and Controller, Accounfirgpartment, Finance Division of the
Company to fulfill, on a temporary basis, the dsitgad responsibilities of Executive. Any such terappappointment shall be without
prejudice to the Board’s right to thereafter teratenExecutive’s employment based on a DisabilitfeBeination made pursuant to this
Section 4(b) or as otherwise provided herein. TharB shall also be deemed to have terminated Bxeziemployment with the Company
based on a “Disability Determination” if Executigegmployment with the Bank is terminated duringEneployment Period based on a
“Disability Determination” in accordance with thequirements set forth in Section 4(b) of the Baigke®ment. The term “Disability” shall
mean that (i) the Executive is unable to engagainsubstantial gainful activity by reason of argdically determinable physical or mental
impairment that can be expected to result in deattan be expected to last for a continuous perfatbt less than twelve (12) months, or
(ii) the Executive is, by reason of any medicalgtatminable physical or mental impairment that lbarexpected to result in death or can be
expected to last for a continuous period of nad tean twelve (12) months, receiving income reptaas benefits for a period of not less than
three months under an accident and health plarricgvemployees of the Company.

(c) Termination Without CauseThe Board, in its discretion, may terminate Exiee’s employment with the Company “Without Cause”
at any time, subject to the notification requiretseset forth in Section 7 hereof. A termination thidiut Cause” shall mean the Board’s
termination of Executive’s employment for any reasther than a termination For Cause or a termindiased on a Disability Determination
or death. The Board shall also be deemed to hawentated Executive’s employment with the Companyhalit Cause if Executive’s
employment with the Bank is terminated during timeployment Period “Without Cause” in accordance wlith requirements set forth in the
Bank Agreement.



(d) Termination under Code Section 409Any termination described in this Section 4 witlly be deemed to have occurred if such
termination constitutes a “separation from serviagtlefined under Section 409A of the Internal ReeeCode of 1986, as amended, or any
successor thereto (the “Code”).

5. TERMINATION BY EXECUTIVE OR BY REASON OF DEATF.

(a) Termination By ResignatiarExecutive may, in her discretion, terminate haplyment with the Company “By Resignation” at any
time during the Employment Period, subject to th#fication requirements set forth in Section 7dwdr A termination “By Resignation” shall
mean Executive’s termination of her employmentdioy reason other than a “Good Reason” as suchisetlefined in Section 5(b) hereof.
Executive shall also be deemed to have resignedrmployment with the Company, and to have termthatr employment with the Company
By Resignation, if Executive’s employment with #ank is terminated during the Employment PeriodR&gignation in accordance with the
requirements set forth in the Bank Agreement.

(b) Termination For Good ReasoB&xecutive may terminate Executive’'s employmenhwhe Company for “Good Reason,” subject to
the requirements set forth in this Section 5(b) #mednotification requirements set forth in Sectfonereof. A termination for “Good Reason”
shall mean Executive’s resignation from the Comfmamploy during the Employment Period based upgndd the following reasons, but
only if taken or occurring during the EmploymentiBé without Executive’s prior written consent: &)decision by the Board not to elect or re-
elect or to appoint or rappoint Executive to the office of Senior Vice Rdest and Controller, Accounting Department, Firabavision of th
Company; (ii) the Board'’s relocation of Executivpidncipal place of employment to a place that &rethan forty (40) miles from the
principal office of the Company located at 15 W 0&@rth Frontage Road, Burr Ridge, lllinois; (iiiyeduction in Executive’s Base Salary;

(iv) a material uncured breach of this AgreementigyCompany; (v) Executive’s termination of hempdoyment with the Bank for “Good
Reason” as defined in the Bank Agreement; andife)Bank’s termination of Executive’s employmenttwiwithout Cause” as defined in the
Bank Agreement. Executive shall have the righti¢ateto terminate her employment for Good Reasdy loy giving the Chairman and Chief
Executive Officer of the Company a Notice of Teration (as defined below) within sixty (60) dayseafthe act, omission or event giving rise
to said right to elect. Notwithstanding the foregniExecutive shall not have a right to elect tanieate her employment (i) based on the ey
set forth in this Section 5(b) solely on the badithe Board’s appointment of an Acting Senior VRresident and Controller, Accounting
Department, Finance Division of the Company follogva Disability Determination made in accordancén\giection 4(b) of this Agreement,
(i) if the Company fully rescinds or cures, withiegn (10) days after its receipt of Executive’s il@tof Termination, the act, omission or event
giving rise to Executive’s right to elect to terrata her employment for Good Reason. Executive skl be deemed to have terminated her
employment with the Company for Good Reason if B&ge’s employment with the Bank is terminated dgrthe Employment Period for
Good Reason in accordance with the requirementferhbtin the Bank Agreement.
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(c) Termination Upon DeathExecutive’s employment with the Company shalini@ate immediately upon Executive’s death, without
regard to the notification requirements set fontisection 7 hereof.

(d) Termination under Code Section 409Any termination described in this Section 5 witily be deemed to have occurred if such
termination constitutes a “separation from serviag'tlefined under Code Section 409A.

6. FINANCIAL CONSEQUENCES OF TERMINATIOM

(a) Termination For Causdn the event that Executive’s employment is teated For Cause during the Employment Period, the
Company shall pay Executive the unpaid balancexetHtive’'s Base Salary through the effective détde termination of Executive’s
employment (“Earned Salary”), but Executive shadleive no bonus or incentive compensation for thieeat year (all such amounts shall
remain unearned and unvested), and shall receieempensation or other benefits (including the cengation and benefits set forth in
Section 3(a) through Section 3(i) and Section @b®rfor any period after the effective date of themination of Executive’s employment;
provided, howevetthat any rights of Executive under any applicald¢esand federal laws, including ERISA and COBR#Ad any rights of
Executive that have vested, whether by applicatfoeny state or federal law, the provisions of aogitract, employee benefits plan or
otherwise, shall not be terminated or prejudiceé lbgrmination For Cause. Upon Executive’'s deatf,payments due under this Section 6(a)
shall be paid, as applicable, to Executive’s estatst or as otherwise required by law.

(b) Termination for Disability In the event that Executive’s employment is teatéd during the Employment Period based on a
Disability Determination, the Company shall: (i)ydaxecutive her Earned Salary (as defined aboiigpdy Executive an amount equal to the
cash incentive compensation, if any, that the Baletérmines in its sole and absolute discretiohExacutive is to receive during the current
year based on Execut’s demonstrable achievement of the objectivesa#t fn Executive’s incentive compensation progfamhe current
year, prorated based on the number of days dudclg gear that elapsed prior to the effective dathetermination of Executivs
employment (“Prorated Incentive Compensationifi) fhake, for the benefit of Executive, the matapi401 (k) plan contribution that Execut
is entitled to receive for the current year, predabased on the number of days during such yegeldyased prior to the effective date of the
termination of Executive’s employment (“Accrued Plaontribution”); (iv) subject to the disabilitysorance adjustment set forth in Section 3
(i) hereof, pay Executive the Base Salary that Httee would have been paid pursuant to Section [3e@of from the effective date of
termination through the date the Employment Penodld have expired if Executive’'s employment hadllseen sooner terminated based on a
Disability Determination; (v) provide Executive @hnpon her death her surviving spouse and minadrem, if any) with the same coverage
under the Core Plans that Executive (and her simgyispouse and minor children, if any) would haeemprovided pursuant to Section 3(g)
hereof from the effective date of termination ttgbuhe third anniversary of termination based @isability Determination (subject to
payment of the costs and contributions that suahgprovide are the responsibility of the insunegleyee); and (vi) provide Executive (and
her surviving spouse and minor children, if anyhhwthe health insurance continuation benefits@ghfin Section 6(g), beginning on the dat
the expiration



of the health insurance coverage provided unde€tire Plans pursuant to Section 6(b)(v) (subjettiégpayment of the costs specified
therein). Amounts payable under Subsections (i) @) of this Section 6(b) shall be paid in eqgimstallments over the period beginning on
Company'’s first regular payroll date after the efifiee date of termination and continuing through @ompany’s first regular payroll date after
the date the Employment Period would have expir&écutive’s employment had not been sooner teatethbased on a Disability
Determination.

(e) Termination Without Causdn the event that Executive’s employment is teaéd Without Cause during the Employment Period,
the Company shall: (i) pay Executive her Earnedu§alas defined above); (ii) pay Executive her Bted Incentive Compensation (as defined
above); (iii) make, for the benefit of ExecutiveetAccrued Plan Contribution (as defined above);{ay Executive the Base Salary that
Executive would have been paid pursuant to Se&fahhereof from the effective date of terminatibrough the date the Employment Period
would have expired if Executive’s employment hadllmeen sooner terminated Without Cause; (v) prokidecutive (and upon her death her
surviving spouse and minor children, if any) witiverage under the Core Plans that Executive woaNg fveen provided pursuant to Section 3
(9) from the effective date of the termination ofeEutive’s employment through the third anniversafrthe date the Executive’s employment
terminated Without Cause (subject to payment ottists and contributions that such plans providetae responsibility of the insured
employee) and (vi) provide Executive (and her sparsd minor children, if any) with the health ireuce continuation benefits set forth in
Section 6(g) beginning on the expiration date efltralth insurance coverage provided under the Rlares pursuant to Section 6(c)(v) (suk
to the payment of the costs specified therein). Am® payable under Subsections (ii) and (iv) of Séction 6(c) shall be paid in equal
installments over the period beginning on the Camfsafirst regular payroll date after the effectidate of termination and continuing through
the Company’s first regular payroll date after tlage the Employment Period would have expired #gdixive’'s employment had not been
sooner terminated Without Caugeovided, howevettp the extent any portion of the applicable payngmobunt under this subsection 6( c)
exceeds the “safe harbor” amount described in Trgd@egulation Section 1.409A-1(b)(9)(iii)(A), tHexecutive shall receive such portion of
the applicable payment that exceeds the “safe Haaneount in a single lump sum payment payable wiftve (5) days after the Executive’s
termination.

(d) Termination By Resignationn the event that Executive’s fullme employment is terminated By Resignation duthmgEmploymen
Period, the Company shall pay Executive her Ea8eadry (as defined above), but Executive shalliveceo compensation or other benefits
(including the compensation and benefits set fortBection 3(a) through Section 3(i) hereof) foy period after the effective date of the
termination of Executive’s employmemt,ovided, howevethat any rights of Executive under any applicald¢esand federal laws, including
ERISA and COBRA, and any rights of Executive thetdvested, whether by application of any applealéhte or federal law, the provisions
of any contract, employee benefits plan or othezwshall not be terminated or prejudiced by a teatidn By Resignation.

(e) Termination for Good Reasoin the event that Executive’s employment is teaitéd by Executive for Good Reason during the
Employment Period, the Company shall



pay Executive the same amounts that Executive wioaNg been paid pursuant to Sections 6(c)(i),({ii),and (iv), and shall provide Executi
(and upon her death her surviving spouse and naimitdren, if any) with the same coverages undeiGbee Plans coverage that Executive (
her spouse and minor children, if any) would hagerbprovided pursuant to Section 6(c)(v) (subjethé payment of the costs and
contributions that such plans provide are the nesidity of the insured employee) and the samdthéasurance continuation benefits that
Executive (and her spouse and minor children, y aould have been provided pursuant to Sectiof(éjosubject to the payment of the cc
specified therein) if Executive’s employment haéféerminated by the Company Without Cause onffieetave date of the termination of
Executive’s employment. Amounts payable under $adstion 6(e) shall be paid in equal installmentsrdlie period beginning on the
Company’s first regular payroll date after the efffee date of termination and continuing through @ompany’s first regular payroll date after
the date the Employment Period would have expir&kécutive’s employment had not been sooner teaitethfor Good Reasoprovided,
howeverto the extent any portion of the applicable paynsmobunt under this subsection 6( ) exceeds ttie Fgabor” amount described in
Treasury Regulation Section 1.409A-I(b)(9)(iii)(Ahe Executive shall receive such portion of theliapble payment that exceeds the “safe
harbor” amount in a single lump sum payment payaliflein five (5) days after the Executive’s terntiioa.

(1) Termination Upon Deathin the event Executive’s employment with the Campis terminated during the Employment Period by
reason of Executive’s death, the Company shallfpagcutives estate or trust, as applicable, the same amé&wetsutive would have been pi
pursuant to Sections 6(b)(i), (i), (i) and (i\gnd shall provide her surviving spouse and mihddeen, if any, with the same coverages under
the Core Plans that they would have been providesiant to Section 6(b)(v) (subject to the paynoénihe costs and contributions that such
plans provide are the responsibility of the insueatployee) and the same health insurance contotuetiverages they would have been
provided pursuant to Section 6(b)(vi) (subjectite payment of the costs specified therein) if EXgels employment had been terminated by
the Company based on a Disability Determinatiothendate of Executive’s death. Amounts payable utide Section 6(f) shall be paid in a
single lump sum on the Company’s second regulargiajate after the date of Executive’s death.

(9) PostEmployment Health Insurancén the event of Executive’s termination of empt@nt pursuant to Sections 4(b), 4(c), 5(b) or 5
(c), beginning on the expiration date of any hegdgurance coverage under the Core Plans providestipnt to Section 6 hereof and contint
through the earlier of (i) the date on which Exe@ibecomes eligible for comparable coverage uadether group health insurance plan with
no preexisting condition limitation or exclusion or (i)e date on which Executive becomes entitled tefisnunder Medicare (and the date
which the Executive’s spouse becomes entitled tefits under Medicare with respect to the righteatinued coverage for such spouse),
Executive (and any qualified dependents, includimgcutives spouse) shall be entitled to group health insig@overage. Such coverage s
be provided under the group health insurance plavhich the employees and senior executives oBtre&k and the Company (including the
employees and senior executives of any succesbtrs Bank and the Company) participate (as suah @ then in effect and as it may be
modified, replaced or substituted at any time anchftime to time during the period of coverage eamplated in this Section 6(g)), to the same
extent as Executive was participating immediateigrgo termination, at the Executive’s cost, whidst




shall be an amount equal to the cost of such hbsreiif such benefits were being provided purst@@OBRA. Executive shall promptly
notify the Company if Executive becomes eligible doverage under another group health plan witpneeexisting condition limitation or
exclusion or Executive becomes entitled to fulléfés under Medicare. Nothing contained in thistieecis intended to limit or otherwise
modify benefits that the Executive may otherwisesbtitled to under this Agreement with respecti® €ore Plans.

(h) General Releasdn consideration of the Compasyagreements with respect to the monetary paynaatother benefits provided
in Section 6 of this Agreement (which payments bedefits exceed the nature and scope of that tohaEkecutive would have been legally
entitled to receive absent this Agreement), ana @sndition precedent to Executigeeceipt of such payments and other benefits, ikex(or
in the event of Executive’s death, Executs/eXecutor, trustee, administrator or personaksaptative, as applicable), shall, at the timditht
of any such payments and other benefits is tendesestute and deliver to the Company a generadselen favor of the Company and its
Affiliates (as defined below), releasing all claidemands, causes of actions and liabilities agisint of this Agreement, Executive’s
employment or the termination thereof, includingt bot limited to, claims, demands, causes of adiad liabilities for wages, back pay, front
pay, attorney’s fees, other sums of money, inswwabenefits, or contracts; and all claims, demacaisses of actions and liabilities arising out
of or under the statutory, common law or othersuterders or regulations of the United States gr3tate or political subdivision thereof,
whether now existed or hereinafter enacted or adhpncluding the Age Discrimination in Employmedt and the Older Workers Benefit
Protection Act, and no further payments shall be Bxecutive until such time as all applicable wajtor rescission periods there under shall
have expired or shall have been waived. Notwittditanthe foregoing or anything to the contrary herthe general release shall not release,
and shall expressly reserve, any unperformed dimigg of the Company under this Agreement. Notwéhding the foregoing or anything to
the contrary herein, the general release shallelease, and shall expressly reserve, any unpesfbohligations of the Company under this
Agreement, or of the Bank under the 2006 EIP oBtaek Agreement, to Executive.

7. NOTICE OF TERMINATION.

Any termination or purported termination by the Gumy or Executive of Executive’s employment wite thompany shall be
communicated by a Notice of Termination to the pfearty. A “Notice of Termination” shall mean a ttein notice that shall set forth the
effective date of the termination of Executis@mployment, identify the specific terminationyision(s) in this Agreement relied upon, and
forth in reasonable detail the facts and circunetarclaimed to provide a basis for the terminatibBxecutive’s employment under the
provision so identified. The party issuing the Metdf Termination shall cause it to be delivereth®other party either in person, by United
States mail or via a reputable commercial delisanice (i) not less than thirty (30) days priothe effective date of termination in the case of
a termination Without Cause or By Resignation aeabon a Disability Determination; (ii) not lesaththirty (30) days prior to the effective
date of termination and as otherwise provided ictiSe 4(a) hereof in the case of a termination €ause; and (iii) as provided in Section 5(b)
hereof in the case of a termination for Good Reallmtices to the Company shall be addressed arveded to the principal headquarters
office of the Company, Attention: Chief Executive
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Officer, with a copy concurrently so delivered ter@ral Corporate Counsel to the Company, BaradlaEsano Kirschbaum & Nagelberg
LLP, 200 West Madison Street, Suite 3900, Chicdinpis 60606, to the joint attention of Edwin &I Hierro and Donald L. Norman, Jr.
Notices to the Executive shall be sent to the axfdset forth below the Execut’s signature on this Agreement, or to such otheress as
Executive may hereafter designate in a writtenceogiven to the Company and its counsel.

8. NON-COMPETITION AND OTHER AGREEMENT?:.

(a) NonCompetition. Executive shall not, during the Non-CompetiticeriBd (as hereinafter defined), directly or indthgcand in any
capacity, including as an individual for Executiv@wn account, or as an employee, agent, independefractor, consultant, officer, director,
stockholder, owner or member of any associatiorpamation (whether for profit or not for profityagnership (whether general or limited),
limited liability company, trust, firm, any federaitate or local government, agency, commissioardyalistrict or body politic, any other
registered or legal entity of any type (each a ‘dlegntity”), or as an employee, agent, independent contractwresultant of or for any persc
compete with the Company in any of the followingel of business: the business of originating oclmsing loans, leases and payment stri
there under, accepting deposits, selling or progidinsurance, securities, financial planning, asgeamanagement products and services,
accepting referrals of any of the foregoing, arttbobusiness contracts, relationships or actividfabe Company and any Affiliate (as defined
below) of the Company (collectively, “Banking Busgs”) from a place that is located within five BiJes of a place where the Company or
any Affiliate maintains a branch, office or othéage of business, or has filed a regulatory naticapplication to establish a branch, office or
other place of business (collectively, the “RestdcArea”). The term “Non-Competition Period” shaléan: (i) the greater of (A) six
(6) months after the effective date of the termorabf Executive’s employment, and (B) any periddime during which Executive is entitled
to receive payments or benefits pursuant to Sextgb), (c) or ( e) of this Agreement on accoura términation based on a Disability
Determination, Without Cause or for Good Reasaspeetively; and (ii) six (6) months from the efigetdate of the termination of Executige’
employment if such employment is terminated By Beafion or With Cause. Notwithstanding the foregoan anything to the contrary herein,
Executive shall be entitled to engage in the pcaatif public accounting during the Non-Competitieriod and the foregoing restrictions shall
not apply to any activities in which Executive egga that are within the scope of Executive’s pcaotif public accounting. The term
“Affiliate” means, for all purposes of this Agreemeany Legal Entity that directly or indirectiyyrbugh one or more intermediaries, controls,
or is controlled by, or is under common controlhyithe Company. The following Legal Entities ardiliftes of the Company as of the date of
this Agreement: the Bank; Financial Assurance $esyilnc.; SXNB Corporation (an lllinois corporatim dissolution); Success Bancshares,
Inc. (a Delaware corporation in dissolution); arfel Bsset Recovery Corporation.

(b) NonSolicitation. Executive shall not, during the Non-Solicitati®ariod (as hereinafter defined), directly or indilg, either as an
individual for Executive’s own account, or as anpdogee, agent, independent contractor or consudtboi for any person or Legal Entity, or
as an officer, director, stockholder, owner or memif any Legal Entity: (i) call upon or solicitrfthe purpose of obtaining Banking Business
from, or do any Banking Business
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with, any person or Legal Entity that was or isugtomer of the Company or any Affiliate at any tibetween the Effective Date of this
Agreement and the last day of the Non-Solicitafemiod, and with which Executive had dealings omalifeof the Company or with which
Executive had dealings on behalf of the Bank (at&ited Customer”); (ii) divert or take away frone tCompany or an Affiliate any existing
Banking Business between the Company or an Afilatd a Protected Customer; (iii) call upon orcsiolor the purpose of obtaining Banking
Business from, or do any Banking Business with, pengon or Legal Entity from which the Company wrdfiliate purchased loans or
personal property leases (or any payment streagns tmder), or that referred or originated loanpaysonal property leases (or any payment
streams there under) to, for or on behalf of then@any or an Affiliate at any time between the Hifex Date of this Agreement and the last
day of the Non-Solicitation Period (a “Protectedd®eal Source”); (iv) divert or take away from tBe@mpany or an Affiliate any existing
Banking Business between the Company or an Aféileatd a Protected Referral Source; (v) solicindute any Protected Customer or
Protected Referral Source to terminate or not remegontinue any Banking Business with the Compamagny Affiliate, or to terminate or not
renew or continue any contractual relationship whln Company or any Affiliate; (vi) hire, or assistcause any person or Legal Entity with
which Executive is affiliated or associated in g any person who was or is an employee of thegaomor any Affiliate between the
Effective Date of this Agreement and the last dbthe Non-Solicitation Period (a “Protected Emple$)e (vii) solicit or induce any Protected
Employee to terminate her employment with the Comypar any Affiliate; or (viii) attempt to do, or agpire with or aid and abet others in
doing or attempting to do, any of the foregoinge Térm “Non-Solicitation Period” shall mean, excaptprovided in Section 8(t) below, a
period of eighteen (18) months commencing on tfecéfe date of the termination of Executive’s eayphent.

(c) Confidentiality. Executive recognizes and acknowledges that patsoiormation and knowledge thereof regardingdhstomers of
the Company and its Affiliates are protected byestand federal law and the Privacy Principles ef@ompany and its Affiliates, as amended
from time to time (collectively, “Protected Custonteformation”), and that customer lists, tradersés; nonpublic financial information, and
nonpublic past, present, planned or considerecbssiactivities of the Company and its Affiliatesl @ny plans for such business activities
(collectively, “Proprietary Information”) are valbke, special and unique assets of the Company.ufixeowill not, during or after the
Employment Period, disclose any Protected Custéniermation or Proprietary Information or her knadbe thereof to any person or Legal
Entity other than the Company or any Affiliate,use any Protected Customer Information or Propsidtdormation to the detriment of the
Company, any Affiliate or any of their respectivestomers or employees, or for the benefit of h&raaly person or any Legal Entity, for any
reason or purpose whatsoever. Notwithstandingahegbing, Executive may (i) disclose and use infitiom that becomes publicly known
through no wrongful act or omission of Executivat bnly if the disclosure of such information istmestricted by any applicable state or
federal laws or regulations and the informationads received from a person who was or is boundrbgldigation not to disclose such
information; (ii) disclose and use any financianking, business or economic principles, concepidaas that do not constitute Protected
Customer Information or Proprietary Informationi) @isclose any information regarding the businastvities of the Company or its Affiliat
to a governmental authority pursuant to a formattem request made by such governmental authaityl; (iv) disclose any information
required to be disclosed by Executive pursuantto a

12



order or judicial process issued by a court of cetapt jurisdictionprovided, howevethat to the extent not prohibited by applicableesta
federal law, Executive shall provide the Companyherapplicable Affiliate with at least ten (10)ydaprior written notice of her intention to
disclose information pursuant to subparagraph @H{jv) of this Section 8(c).

(d) Cooperation in Legal Proceedingduring the Employment Period and for a periodatdaol three (3) years from the effective date of
the termination of Executive’s employment, Execaitbhall, upon reasonable notice, furnish such aatipa, information and assistance to the
Company as may reasonably be required by the Coyrqraany Affiliate of the Company in connection wdiny pending or threatened judic
administrative or arbitration proceeding or anyeistigation that is based on events or circumstainocgbich Executive had personal
knowledge or involvement and in which the Compangy of its Affiliates is or may become a partytarget, except for proceedings
instituted against Executive by the Company or gmyernmental or regulatory authority, or proceediimgtituted by Executive against the
Company to enforce the terms of this Agreemenngrather duties or obligations of the Company te&rive. The Company, or if applicak
its Affiliate, shall reimburse Executive for allagonable costs and expenses incurred by Executp@viding such cooperation, information
and assistance. Unless Executive’s appearancenigadted by a court order or other legal procesgchtive shall not be obligated to devote
more than two (2) days per calendar month in fuifjl her obligations under this Section 8(d), amel Company or its Affiliate shall make
reasonable accommodations to avoid interfering aith duties that Executive may then have to amntior other employer. Notwithstanding
anything to the contrary in this Section 8(d) ds thgreement, while Executive will be encourageddtuntarily provide sworn testimony
where appropriate, Executive shall have no dugyrtwide sworn testimony in any judicial, arbitratior discovery proceeding except as ma
required by any rule of procedure, subpoena ocjabprocess applicable to or enforceable agairstitive, and in no case shall Executive be
required to provide any testimony that, in the jugat of Executive, might or could expose her tadl ¢ibility or compromise her privilege
against self incrimination. Any testimony given Byecutive in such a proceeding shall be truthfut,ib no event shall the content of any
testimony given by Executive in such a proceedimgstitute a breach of this Section 8( d) or anyogrovision of this Agreement. Executive
may condition her providing of assistance and rtastiy hereunder on her receipt of an undertaking filee Company that it will indemnify h
for such actions to the fullest extent permittecapyplicable law.

(e) Remedies Executive and the Company stipulate that irrdplaranjury will result to the Company and its Aiéites and their business
and property in the event of Executive’s violatafrany provision of this Section 8, and agree timathe event of any such violation by
Executive, the Company, and if applicable, its Wefes, will be entitled, in addition to any othréghts, remedies and money damages that may
then be available, to injunctive relief to restrtie violation hereof by Executive, Executive’stpars, agents, servants, employees and all
persons acting for, under the direction or cortfadr in concert with Executive, and to such otbguitable remedies as may then be available.
Nothing herein will be construed as prohibiting @empany or any Affiliate from pursuing any othenredies available to the Company
such Affiliate for such breach or threatened breaatiuding the recovery of money damages from Eige.
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(1) Adjustment of NorBolicitation Period The Non-Solicitation Period shall be reduced freighteen (18) months to ninety (90) days,
but only with respect to the restrictions set fantfsubsection (b)(i) and Subsection (b)(iii) ot8en 8 of this Agreement (and the prohibitions
in Subsection (b) (viii) of Section 8 against, aigli abetting, inducing or conspiring with otherviolate those restrictions), in the event that
Executive resigns her employment within twelve (d®nths after the Board fails to extend the EmplegtrPeriod within ninety (90) days
(before or after) an applicable Anniversary Datespant to Section 2(a) for an additional one (Brynd Executive provides the Board with
notice of such failure at least thirty (30) day®pto the expiration of such ninety (90) day pdrior in the event that the Company terminates
Executives employment For Cause based on a repeated andahtaiéure to achieve minimum objectives undeBusiness Plan establishec
accordance with Section | (d) of this Agreementa oepeated and material failure of Executive tethneasonable performance standards
established in accordance with Section 1 (d) of A&greement. The Non-Solicitation Period shall éduced from eighteen (18) months to six
(6) months, but only with respect to the restrictiget forth in Subsection (b)(i) and Subsectigfii(of Section 8 of this Agreement (and the
prohibitions in Subsection (b)(viii) of Section §anst, aiding, abetting, inducing or conspiringhadthers to violate those restrictions), in the
event that the Company terminates this Agreemettidit Cause or Executive terminates this AgreerfernGood Reason, provided that, in
either case, Executive executes and delivers t€tmpany a writing, acceptable in form and substdodhe Company, that releases and
waives any and all obligations that the Company heaye under Section 6(c) or 6(e) of this Agreentetay Executive any Base Salary after
the expiration of such six-month period, or to pdevExecutive (or upon her death, her survivingusgoand minor children, if any) with
coverage under the Core Plans after the expiratigach six-month Non-Solicitation Period.

9. SOURCE OF FUNDS: ALLOCATIOM.

All payments provided in this Agreement shall mediy paid in cash or check from the general furfdb® Companyprovided, howeve
that to the extent that any cash compensation patgaad benefits (other than benefits providedney@ompany under the 2006 EIP) provi
for in this Agreement are paid to or received bg&xive from the Bank, whether pursuant to the Bagieement or otherwise, such cash
compensation payments and benefits paid by the Baak be subtracted from any amounts due simuttasig to Executive under this
Agreement. Payments due Executive pursuant toAiieement and the Bank Agreement shall be allodatedoportion to the services
rendered and time expended on such activities eglive as determined by the Company and the Barkquarterly basis or as required by
law.

10. EFFECT ON PRIOR AGREEMENTS AND EXISTING PLAN.

This Agreement contains the entire understandimgdmn the parties hereto with respect to Execidiegiployment with the Company,
and supersedes the Initial Agreement, any priaraff employment, employment letter or other age@s or understandings between the
Company and Executive, whether oral or writtenhwéspect thereto, except that this Agreement sloalaffect or operate to reduce any
benefit or compensation inuring to Executive ofradiprovided for in any Core Plan or any separ#e pr program established for the benefit
of Company employees generally, or any separategl@rogram established after the
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date of this Agreement for the specific benefiEgecutive. No provision of this Agreement shallitkerpreted to mean that Executive is
subject to receiving fewer benefits than thoselakbg to her without reference to this Agreement.

11. MODIFICATION AND WAIVER .

This Agreement may not be modified or amended exdzgjan instrument in writing signed by the partieseto and approved by the
Board. No term or condition of this Agreement sh&lldeemed to have been waived, nor shall theampestoppel against the enforcement of
any provision of this Agreement, except by writbestrument of the party charged with such waiveestoppel. No such written waiver shal
deemed a continuing waiver unless specificallyestaherein, and each such waiver shall operateamty the specific term or condition
waived and shall not constitute a waiver of sucmter condition for the future as to any act ottem that specifically waived.
Notwithstanding the foregoing, in the event that provision or the implementation of any provisiithis Agreement is finally determined
violate any applicable law, regulation or otherulagpry requirement that is binding on the Compatyecutive and the Company agree to
amend such provision to the extent necessary toverar eliminate such violation, and such provisball then be applicable in the amended
form.

12. NO ATTACHMENT .

Except as required by law, no right to receive pagts under this Agreement shall be subject to ipation, commutation, alienation,
sale, assignment, encumbrance, charge, pledggpotttecation, or to execution, attachment, levygionlar process or assignment by
operation of law, and any attempt, voluntary omwilowmtary, to effect any such action shall be ntdid, and of no effect.

13. REQUIRED PROVISIONE.

In the event any of the foregoing provisions o§tAgreement are in conflict with the provisionghig Section 13, this Section 13 shall
prevail.

(a) Rights Not PrejudicedAny payments made to Executive pursuant to tlysedment, or otherwise, are subject to and comditiaupo!
compliance with Section 18(k) of the Federal Deplrsiurance Act, 12 V.S.C. Section 1828(k) andrthes and regulations promulgated there
under in 12 C.F.R. Part 359.

(b) Certain PaymentsAny payments made to Executive pursuant to tlyjeedment, or otherwise, are subject to and comgitiaupon
compliance with 12 V.S.C. Section 1828(k) and 1R.R. Section 545.121 and any rules and regulapoosiulgated there under.

14. WITHHOLDING .

All payments required to be made to Executive utkisrAgreement shall be subject to the withholdifiguch amounts, if any, relating
to tax and other payroll deductions as the Compaagonably determines should be withheld pursuweany applicable state or federal law or
regulation.
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15. SEVERABILITY .

If, for any reason, any provision of this Agreemamtany part of any provision, is held invalidchunvalidity shall not affect any other
provision of this Agreement or any part of suchvisimn that is not held invalid, and each such ptitevision and part thereof shall to the full
extent consistent with law continue in full foraedeeffect. Without limiting the foregoing, if anyqvisions of Section 8 of this Agreement are
held to be unenforceable because of the scopetiaua area of applicability, the court making Butetermination shall have the power to
modify such scope, duration or area of applicahibir all of them, and such provision shall therepelicable in the modified form.

16. HEADINGS FOR REFERENCE ONL".

The headings of sections and paragraphs hereincduveled solely for convenience of reference arall stot control the meaning or
interpretation of any of the provisions of this Agment.

17. GOVERNING LAW.

The validity, interpretation, performance and eoéonent of this Agreement shall be governed byritexmal laws of the State of Illinois,
without regard or reference to any principles afftiots of law of the State of lllinois, excepttioe extent that such internal laws are preempted
by the laws of the United States or the regulatimfiithe OTS or any other agency of the United State

18. DISPUTE RESOLUTION.

(a) Arbitration. Except for claims, cases or controversies baseat arising out of Section 8 of this Agreementgt8on 8 Claims”), all
claims, cases or controversies arising out of @oimnection with either this Agreement, Executiveisployment with the Company or the
termination or cessation of such employment (ctillety, “Employment Claims”), whether asserted agathe Company, an Affiliate (as
defined below), and/or an officer, director or eayge of the Company or an Affiliate, and whethesdushon this Agreement or existing or
subsequently enacted or adopted statutory or comawodoctrines, shall be finally settled by arbitva conducted by JAMS Endisputed or a
successor entity (“*JAMS”) in Chicago, lllinois, &tcordance with the then applicable Employmenttéation Rules and Procedures of JAMS,
or in the event JAMS or a successor in interesi?dflS no longer provides arbitration services, by #merican Arbitration Association or a
successor entity (the “AAA”) in accordance withtiten applicable National Rules for the ResolutbEmployment Disputes. The costs and
fees imposed by JAMS or the AAA for conducting sachitration shall be borne equally by Executive #mee Company unless the arbitrator
determines otherwise. The award rendered by th&atdr(s) shall be final and binding upon Execatithe Company and any other parties to
such proceeding, and may be entered and enforcajuadgment in any court of competent jurisdictibhe Employment Claims subject to
arbitration hereunder shall include, but shalllmetimited to, those arising under the Age Discniation in Employment Act, Title VII of the
Civil Rights Act of 1964, as amended, including #mendments of the Civil Rights Act of 1991, thel@IWorkers Benefit Protection Act, the
Americans with Disabilities Act, the law of
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contract, the law of tort, and other claims undelefral, state or local statutes, ordinances amd rlthe common law. Executive and the
Company acknowledge that by agreeing to arbitratiey are relinquishing all rights they have to eaeh other for Employment Claims that
do not constitute Section 8 Claims and any righés they may have to a jury trial on Employmenti@kathat do not constitute Section 8
Claims.

(b) Section 8 ClaimsAll Section 8 Claims shall be brought, commenard maintained only in a state or federal coudarhpetent
jurisdiction situated in the County of Cook or theunty of DuPage, State of lllinois. Executive &inel Company each hereby (i) consent
the exercise of jurisdiction over her or its peraon property by any court of competent jurisdictsituated in the County of Cook or the
County of DuPage, State of Illinois for the enformnt of any claim, case or controversy based arising under Section 8 of this Agreement;
(il) waives any and all personal or other right®bject to such jurisdiction for such purposes; fiidwaives any objection which it may have
to the laying of venue of any such action, suipmceeding in any such court.

19. INDEMNIFICATION AND INSURANCE .

(a) General The Company shall indemnify Executive, and shedimptly pay to Executive, in advance of the fidelposition of
Proceeding to which Executive is a Party by reafdrer service in her Official Capacity, the reaalole Expenses incurred by Executive in
such Proceeding, in each case to the maximum epéentitted or required by Maryland law as in effectthe date hereof and as amended
time to time, including, without limitation, Secti®-418 of the Maryland General Corporation Lave tMGCL"); provided that: (i) the
Company shall not be obligated to pay or advangeaamounts otherwise indemnifiable or payable hedeuif and to the extent that Executive
has otherwise actually received such payment oara under any insurance policy or any other contiaagreement to which Executive is a
Party, including, without limitation, the Bank Enggment Contract or any directors’ and officersblldy insurance policy maintained by the
Company, the Bank or any affiliate of either; aiigtlle Company shall only pay and advance Expensdsr procedures permitted or required
by applicable law. For the purposes of this Secti®nthe terms “Expenses,” “Official Capacity,” B4 and “Proceeding” shall have the
meanings provided in Section 2-418 of the MGCLinaaffect on the date hereof.

(b) Successful Defense of ClaimE a claim for indemnification under this Sectibf is based on Executive’s successful defense of a
Proceeding, Executive shall be deemed to have $ismressful in the defense of a claim, issue oranatiserted in such Proceeding if it is
dismissed pursuant to a settlement agreementstiagproved by the Company in writing, or if suchirl, issue or matter is otherwise
dismissed, on the merits or otherwise, with or withprejudice. If Executive is successful in théedse of one or more but less than all claims,
issues or matters asserted or arising in a Proogettie Company shall indemnify Executive for atpEnses actually and reasonably incurred
by Executive or on her behalf in connection witklealaim, issue or matter that Executive has sisfaly defended. In such event, Expenses
shall be allocated on a reasonable and proportdredis among the claims, issues and mattersakatbieen successfully defended, and ar
any that have not been successfully defended.
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(c) ProceduresTo seek indemnification or the advance of Expsigeunder, Executive shall submit to the Comawyitten request
therefore, which shall: (i) describe with reasoegtrrticularity the claim that has been made @atemed against Executive and the reasons
why Executive believes that it is lawful and apprage for the Company to indemnify and/or pay, atheaor reimburse Expenses to Executive
in connection therewith; and (ii) contain or inctusuch documentation and information as is reasp@aiilable to Executive and is
reasonably necessary to enable the Board of Dieotoa committee thereof, or if applicable, spideigal counsel to the Board of Directors, to
determine whether to approve, deny or otherwisgomred to such request. Such determination shall derand communicated to Executive in
writing as soon as reasonably practicable, bubicase more than thirty (30) days of the Compareceipt of Executive’s request. In any
Proceeding commenced to enforce Execusiwgitittement to indemnification or the advanc&rpenses, the Company shall have the burd
proving that Executive is not entitled to indemeétiion or the advance of Expenses, as the caséeadl other procedures with respect to
indemnification and the payment, advancement onlbarsement of Expenses in connection with a Praoged which Executive is a Party by
reason of her service in her Official Capacity khalas provided in the charter or bylaws of thenfany and Maryland law.

(d) Survival of Rights and BenefitsThe rights and benefits provided to Executivearrttlis Section 19 shall survive the termination or
expiration of this Agreement and shall not be detoebe exclusive of any other rights or benefitsvhich Executive may at any time be
entitled under Maryland law or any other applicdble, the charter or bylaws of the Company, or atiner agreement to which Executive is a
Party. No amendment, alteration or repeal of ampfiegble Maryland law or any provision of the cleauror bylaws of the Company shall:

(i) have the effect of reducing, limiting or resting the rights and benefits that were availablExecutive under this Section 19 based on such
law or provision as in effect on the date hereof(iip limit or restrict any right of or benefit texecutive hereunder in respect of any action
taken or omitted by Executive in his official cajigprior to such amendment, alteration or repeal.

20. COSTS AND LEGAL FEES

(a) Payment to ExecutiveExcept as provided in Section 18(a) hereof, mdbhent any dispute or controversy arising undém or
connection with any provision of this Agreementeastthan Section 8 hereof is resolved on the meritavor of Executive pursuant to an
arbitration award or final judgment, order or decof a court of competent jurisdiction (the time &ppeal there from having expired and no
appeal having been perfected), the Company shalbligated to pay Executive, within thirty (30) dagfter the date on which such judgment
becomes final and not subject to further appebteakonable costs and legal fees paid or inclbyefixecutive in connection with such dispute
or controversy.

(b) Payment to the Compan¥xcept as provided in Section 18(a) hereof, mdabhent any dispute or controversy arising undém or
connection with Section 8 of this Agreement is heso on the merits in favor of the Company pursuargn arbitration award or final
judgment, order or decree of a court of competatgdiction (the time for appeal there from havegired and no appeal having be
perfected), Executive shall be obligated to payGbenpany, within thirty (30) days after the datevdrich such judgment becomes final and
not subject to further appeal, all reasonable carstslegal fees paid or incurred by the Compargoimection with such dispute or controvel
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21. NO CONFLICTS.

Executive has heretofore advised the Company arebjeepresents that the execution and delivetiiisfAgreement and the
performance of the obligations hereunder do notwitichot conflict with, or result in any defaultjolation or breach of any contract or
agreement to which Executive is a party, or of gyl duty of Executive.

22. SURVIVAL .

The rights and obligations of Executive and the @any under Sections 6, 8, 14, 18, 19, 20 and 2hi®fAgreement shall survive the
termination of Executive’'s employment and the tewation or expiration of this Agreement. All othéhts and obligations of Executive and
the Company shall survive the termination or exjiraof this Agreement only to the extent that tleeypressly contemplate future performance
and remain unperformed.

23. SUCCESSORS AND ASSIGN.

(a) Continue Rights and Obligation¥his Agreement shall be binding upon, and insarhie benefit of, Executive and her heirs,
executors, administrators and assigns, and the @oyngnd its successors and assigns. The Compalhyeshare any of its successors or
assigns, whether resulting from a purchase, mecgasolidation, reorganization, conversion or asfar of all or substantially all of its
business or assets, to expressly and unconditjormafissume and agree to perform its obligatiomeuthis Agreement, in the same manner
and to the same extent that it would be requirgeetéorm such obligations if no such successioassignment had occurred.

(b) Payments to Estate or Trugtny amounts due Executive hereunder shall be foalitkecutive’s estate in the event of Executive’s
death except as expressly provided herein; providat] notwithstanding the foregoing, Executive piayher discretion, provide for the
payment of some or all of such amounts to a trsistitdished by Executive. In the event that Exeeutigsires that such amounts be paid to a
trust, Executive shall notify the Company of suatention in writing and comply with any requirem&of applicable law.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, BankFinancial Corporation has caused this Agreeittelbé executed by its duly authorized officers and
directors, and Executive has signed this Agreerasmif this 20th day of October, 2008.

EXECUTIVE
BANKFINANCIAL CORPORATION
By: /s/ F. Morgan Gasic /s/ Elizabeth Doola
Its: Chief Executive Officer Elizabeth Doolan
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Exhibit 10.29
Execution Copy

BANKFINANCIAL, F.S.B.
AMENDED AND RESTATED EMPLOYMENT AGREEMENT

THIS AMENDED AND RESTATED EMPLOYMENT AGREEMENT (this “ Agreement”) is made effective as of May 6, 2008 (the
“ Effective Date”), by and betweeBankFinancial, F.S.B.(the “Bank "), a federally chartered stock savings bank haiis@rincipal office
at 21110 South Western Avenue, Olympia Fieldsidib, ancElizabeth Doolan(* Executive”).

WHEREAS , the Bank and the Executive have previously edter® an Employment Agreement dated March 31, 2805 Initial
Agreement”);

WHEREAS , the Board of Directors of the Bank (th&bard ") considers the continued availability of Execefiv services to be
important to the successful management and cordule Bank’s business, and wishes to assure thignced availability of Executive’s full-
time services to the Bank as provided in this Agreet; and

WHEREAS , Executive is willing to continue to serve in ta@ploy of the Bank on a full-time basis on the teland conditions set forth
herein.

NOW , THEREFORE , in consideration of the mutual covenants hereimtained, and upon the other terms and conditiensimafter
provided, the parties hereby agree as follows:

1. POSITION AND RESPONSIBILITIES .

(a) Position. During the period of employment established bgti®a 2(a) of this Agreement (theEmployment Period”), Executive
agrees to serve, if appointed to serve, as theoB¥ide President and Controller, Accounting Depemt, Finance Division of the Bank and its
parent company, BankFinancial CorporatioFC ” or the “Company”).

(b) Duties and Responsibilities Executive shall have and exercise the dutieporesbilities, privileges, powers and authority
commensurate with such position as the Board oCtiief Executive Officer, or any person designdigdher, has assigned and may hereafter
assign to Executive.

(c) Faithful Performance . Except for periods of paid time off taken in aw@nce with Section 3(f) hereof or following a Dhddy
Determination made in accordance with Section Bdsgof, or for services performed for the Bank'ilistes (as defined below) Executive
shall devote substantially all of her business tiatention, skill and efforts during the Employrh&eriod to the faithful performance of her
duties hereunder, and shall not engage in any bssiar activity that interferes with the performané such duties or conflicts with the
business, affairs or interests of the Bank or Bpi@yided that, notwithstanding the foregoing, Exe@imay: (i) perform her obligations under
any employment agreement hereafter entered intodeet BFC and Executive (theBFC Agreement”); and (ii) hold directorships, offices or
other positions in one or more other organizattonthie extent permitted by the Bank’s Professidtegponsibility Policy, as amended from
time to time, or as otherwise approved by the Baairthe Chairman and Chief Executive Officer; aiijléngage in the occasional practice of
public accounting provided that the same doesntetfere with Executives obligation to devote substantially all of heribess time, attentio
skill and efforts to the faithful performance ofrltities under this Agreemei




(d) Performance Standards. During the Employment Period, Executive shalf@en her duties in accordance with the policies and
procedures of the Bank, as amended from time te,tduch reasonable performance standards as tineé &othe Chief Executive Officer of t
Bank has established or may hereafter establiiteiexercise of good faith business judgment, ghioly those set forth in the BarskPersonne
Manual, as amended from time to time, and suchriggsi Plans as the Board or the Chief Executive@ffif the Bank has established or may
hereafter establish in the exercise of good faitkiess judgment.

2. TERM OF EMPLOYMENT .

(a) Term . The Employment Period shall commence on the Effe®ate and shall thereafter continue for a gkdbtwenty-four
(24) months unless extended as provided hereirar@efore each anniversary of the Effective Daténduthe Employment Period (each an “
Anniversary Date "), the Board, subject to the review process sghfm Section 2(b) hereof, may extend the Employnieriod for an
additional one (1) year so that the remaining tefrthe Employment Period shall be twenty-four (B#)nths. All references herein to the
Employment Period shall mean, for all purposeshisf Agreement, Executive’s Employment Period asaitty established by, and as may
subsequently be extended pursuant to, this Se2fejn

(b) Annual Review. The Board or the Board's Human Resources Comenfttes “Human Resources Committeé) shall review this
Agreement and the compensation arrangements pibfaddierein at least annually on, before or withireasonable time (not to exceed forty-
five (45) days) after each Anniversary Date. Ad paeach annual review, the Board or the HumaroRegs Committee shall determine
whether or not to increase Executiw®ase Salary as provided in Section 3(a) herebt@extend the Employment Period for an additiame
(1) year as provided in Section 2(a) hereof. Thiemale and results of such review, and the jstifon for any such increase or extension,
be documented in the minutes of the meeting atlwthie Board or the Human Resources Committee caoedscich review, or in any written
performance reviews referenced in such minutes.Bdard, the Human Resources Committee or a permssigrthted by either of them shall
notify Executive in writing as soon as practicalaed not later than fortfive (45) days, after each applicable Anniversaate) of the results
such review, including its decision whether or twoincrease Executive’s Base Salary and to exteadEmployment Period. A decision by or
the failure of the Board or the Human Resources @ittae to increase Executive’s Base Salary and/extend the Employment Period shall
not constitute a breach of this Agreement or a ‘@GBeason” under Section 5(b) hereof. All decisiand actions of the Human Resources
Committee pursuant to this Section 2(b) shall bgesat to ratification by the Board only to the extdf any, that ratification may be required
applicable laws and regulations.

3. COMPENSATION AND OTHER BENEFITS .

(a) Base Salary. During the Employment Period, the Bank shall pagcutive the annual base salary that is refleicteélde payroll
records of the Bank on the Effective DatdB@ise Salary’), subject to any discretionary increases thatBbard may hereafter elect to make
pursuant to this Section 3(a). Executsy8ase Salary shall be payable in accordance wéthetgular payroll practices of the Bank. The Baa
the Human Resources Committee may increase Exetuase Salary at any time, but shall not reduazttive’'s Base Salary during the
Employment Period without the Executive’s expregsrpritten consent. All references herein to B&sdary shall mean, for all purposes of
this Agreement, Executive’s Base Salary as injtiaitablished in, and as may subsequently be isedeaursuant to, this Section 3(a).
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(b) Bonuses; Incentive Compensationin addition to Executive’s Base Salary, Execushall be entitled to any cash or equity-based
incentive compensation and bonuses to the extenedgursuant to any plan or arrangement of th&kBaBFC in which Executive is eligible
to participate during the Employment Period, ostich other extent as the Board or its Human Ressi@ommittee may determine in its
discretion to award to Executive.

(c) Other Compensation. The Bank may provide such additional compensatidexecutive in such form and in such amounts ag be
approved by the Board or the Human Resources Cdamiit its sole discretion.

(d) Special Allowances The Bank shall provide Executive with either tlse of an automobile or an automobile allowanceedier the
use of a cellular telephone or a cellular telephaltevance during the Employment Period in accocéanith the standard policies and
practices of the Bank and consistent with that joled to Executive as of the Effective Date; prodideat the allowance for a given year must
be paid to the Executive not later than 2.5 moaftes the end of such year.

(e) Reimbursement of ExpensesThe Bank shall pay or reimburse Executive in ataoce with the standard policies and practices of
the Bank for all reasonable expenses incurred lgcitive during the Employment Period in connectigth her employment hereunder or the
business of the Bank; provided that such paymengiotbursement must occur not later than 2.5 moaftes the end of the year in which such
expense was incurred.

(H Paid Time Off . Executive shall be entitled to receive not Iéss1t176 hours of paid time off PTO ") per calendar year during the
Employment Period in accordance with the PTO pedicf the Bank as then applicable to senior exeeuatificers of the Bank. Executive shall
also be entitled to take time off during all lepalidays approved by the Board for Bank employemtegally. Executive shall receive her Base
Salary and the other amounts and benefits provimeith Section 3 hereof during all PTO periods ¢éeghl holidays. Except as permitted by
PTO policies of the Bank, Executive shall not bétlenl to receive any additional compensation fer failure to take PTO or accumulate
unused PTO from one year to the next.

(g) Other Benefits. The Bank shall provide Executive with all othenbfits that are now or hereafter provided unifgrtolnon-
probationary full-time employees of the Bank durthg Employment Period, including, without limitati benefits under any Section 125
Cafeteria Plan, any group medical, dental, visthsability and life insurance plans that are novhereafter maintained by the Bank
(collectively, the “Core Plans”), and under any 401(k) plan ¢01(k) Plan”) and Employee Stock Ownership Plar5SOP”) that is now or
hereafter sponsored by the Bank, in each casedubjthe Bank’s policies concerning employee paytsi@and contributions under such plans.
The Bank shall not make any changes to any CoretRét would materially and adversely affect Exaais rights or benefits under such plan
unless such changes are made applicable to alprabationary full-time employees of the Bank onoa-uliscriminatory basis. Nothing paid to
Executive under any Core Plan or any 401(k) PlaBS®P shall be deemed to be in lieu of any othempemsation that Executive is entitled to
receive under this Agreement.

(h) Disability Insurance . During the Employment Period, the Bank may previtkecutive with a disability insurance policy with
coverage sufficient to provide Executive with anindisability insurance payments in an amount upixty percent (60%) of Executive’s Base
Salary for a period at least equal to the then neimgterm of the Employment Period (th®fsability Policy ") in the event that Executive’s
employment is terminated by reason of a Disabiligtermination (as defined below). If a Disabilitgliey is so provided, Executive
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shall be responsible for the payment of all prensum the Disability Policy and shall cooperate vifite Bank in all respects as necessary or
appropriate to enable the Bank to procure the MigaPolicy, and the Bank shall provide Executiwé&h an annual allowance in an amount
sufficient, on an aftetax basis, to equal the annual premiums for thatilisy Policy; provided that the allowance for i@en year must be pa
to the Executive not later than 2.5 months afterehd of the year in which such premiums are paid.

() Disability Insurance Adjustment . If Executive receives disability benefits undee Disability Policy or any Core Plan or receives
federal Social Security disability benefits (cotigely, “ Disability Payments”), the Bank’s obligation under Section 3(a) anl)é{ereof to
pay Executive her Base Salary shall be reducedf the date the Disability Payments are first reediby Executive, to an amount equal to the
difference between Executive’s Base Salary andibkability Payments that Executive received dueiagh applicable payroll period. The
Executive shall make reasonable good faith effortsotify the Bank of the receipt of Disability Ragnts.

4. TERMINATION BY THE BANK

(a) Termination For Cause. The Board may terminate Executive’s employmethie Bank “For Cause” at any time during the
Employment Period, subject to the requirement$aostt in this Section 4(a) and in Section 7 of tAgreement. A termination For Cause”
shall mean the Bank’s termination of Executive’®-fime employment hereunder because of Executipeisonal dishonesty, incompetence,
willful misconduct, breach of fiduciary duty invehg personal profit, intentional failure to perfostated duties, willful violation of any law,
rule or regulation (other than traffic violationsgimilar offenses), or final cease-and-desist grdeepeated and material failure to achieve
minimum objectives under a Business Plan estaldlighaccordance with Section 1(d) of this Agreemantepeated and material failure of
Executive to meet reasonable performance stanéateblished in accordance with Section 1(d) of Agseement, or a material breach of any
provision of this Agreement. Notwithstanding theefgoing, Executive shall not be deemed to have texeminated For Cause unless and until
(i) there shall have been delivered to Executiveitten notice of the Board's intention to termiedixecutive’s employment For Cause,
specifying the alleged grounds for such terminat{ohif the alleged grounds for such terminatiae a material breach of this Agreement, a
repeated and material failure to achieve minimufedtves under a Business Plan established in dacce with Section 1(d) of this
Agreement, or a repeated and material failure @fdikive to meet reasonable performance standatalslisbed in accordance with Section 1
(d) of this Agreement, providing Executive withemsonable opportunity to cure, if curable, any cahdr acts alleged to be such;

(iii) following delivery of such written notice, Ecutive (together with any counsel selected by sles)l have been given a reasonable
opportunity to present to the Board, at a meetallpd and held for or including that purpose, Exie&ls position regarding any dispute that
exists regarding the alleged grounds for termimafior Cause; and (iv) the Board shall adopt a wiewnl by the affirmative vote of not less tl

a majority of its members, finding in good faithdaon the basis of reasonable evidence that Executas guilty of conduct justifying a
termination For Cause. The Notice of Terminatiohdefined in Section 7 below) issued in connectiith the termination of Executive’s
employment For Cause shall be accompanied by aa@bgych resolution. Should a dispute arise coriagrihe Executive’s termination For
Cause, any review of the For Cause terminatiomynjadicial or arbitration proceeding will be liredl to a determination of whether the Board
acted in good faith and on the basis of reasorabtience. The Board shall also be deemed to hawertated Executive’'s employment with
the Ban for Cause if Executive’s employment with@BiE terminated For Cause during the EmploymenibBén accordance with the
requirements set forth in the BFC Agreement.




(b) Termination for Disability . Upon a determination (aDisability Determination ") of Disability (as defined below), the Board,ita
discretion, may terminate Executive’'s employmerthwie Bank at any time from and after the datsuzh Disability Determination.
Following a Disability Determination, the Board maylieu of terminating Executive’'s employment t@ason of the Disability Determination,
appoint one or more other persons to serve as @\&anior Vice President and Controller, Accounfirgpartment, Finance Division of the
Bank to fulfill, on a temporary basis, the dutiesl aesponsibilities of Executive. Any such tempgrappointment shall be without prejudice to
the Board’s right to thereafter terminate Execusivamployment based on a Disability Determinaticaden pursuant to this Section 4(b) or as
otherwise provided herein. The Board shall alsddmmed to have terminated Executive’s employmetfit the Bank based on a “Disability
Determination” if Executive’s employment with BF€terminated during the Employment Period based ‘tivisability Determination” in
accordance with the requirements set forth in 8rct(b) of the BFC Agreement. The terrDdisability ” shall mean that (i) the Executive is
unable to engage in any substantial gainful agtivjt reason of any medically determinable physitahental impairment that can be expected
to result in death or can be expected to last fmrdinuous period of not less than twelve (12) thepor (ii) the Executive is, by reason of any
medically determinable physical or mental impairirt@at can be expected to result in death or caaxpected to last for a continuous period
of not less than twelve (12) months, receiving meaeplacement benefits for a period of not leas three months under an accident and
health plan covering employees of the Bank.

(c) Termination Without Cause . The Board, in its discretion, may terminate Exteels employment with the Bank “Without Cause” at
any time, subject to the notification requiremesgsforth in Section 7 hereof. A terminatioVithout Cause” shall mean the Board’s
termination of Executive’s employment for any reasther than a termination For Cause or a termindiased on a Disability Determination
or death. The Board shall also be deemed to hawertated Executive’s employment with the Bank With@ause if Executive’s employment
with BFC is terminated during the Employment Peffddthout Cause” in accordance with the requirensesgt forth in the BFC Agreement.

(d) Termination under Code Section 409A Any termination described in this Section 4 witly be deemed to have occurred if such
termination constitutes a “separation from serviagtlefined under Section 409A of the Internal ReeeCode of 1986, as amended, or any
successor thereto (theCode”).

5. TERMINATION BY EXECUTIVE OR BY REASON OF DEATH

(a) Termination By Resignation. Executive may, in her discretion, terminate hrapkyment with the Bank “By Resignation” at any
time during the Employment Period, subject to tb#fication requirements set forth in Section 7dwdr A termination ‘By Resignation”
shall mean Executive’s termination of her employtrfenany reason other than a “Good ReasmSuch term is defined in Section 5(b) he
Executive shall also be deemed to have resignedrmployment with the Bank, and to have terminatdemployment with the Bank By
Resignation, if Executive’s employment with BFGesminated during the Employment Period By Resignath accordance with the
requirements set forth in the BFC Agreement.

(b) Termination For Good Reason. Executive may terminate Executive’s employmenhwulie Bank for “Good Reason,” subject to the
requirements set forth in this Section 5(b) andrtbigfication requirements set forth in Sectionefdof. A termination for Good Reasor?
shall mean Executive’s resignation from the Bamkiyploy during the Employment Period based uponddtlye following reasons, but only if
taken or occurring




during the Employment Period without Executive’sisent: (i) a decision by the Board not to eleatselect or to appoint or re-appoint
Executive to the office of Senior Vice Presidend &ontroller, Accounting Department, Finance Dietsbf the Bank; (ii) the Board'’s
relocation of Executive’s principal place of emplognt to a place that is located more than twemy-f25) miles from Burr Ridge, lllinois;;

(i) a reduction in Executive’s Base Salary; (av)iquidation or dissolution of the Bank; (v) a @@l uncured breach of this Agreement by the
Bank; (vi) Executive’s termination of her employnevith BFC for “Good Reasori as defined in the BFC Agreement; and (vii) BFC's
termination of Executive’s employment with BFC “Witut Cause” as defined in the BFC Agreement. Exeeshall have the right to elect to
terminate her employment for Good Reason only Bingithe Chairman and Chief Executive Officer cf Bank a Notice of Termination (as
defined below) within sixty (60) days after the,awrnission or event giving rise to said right teat] Notwithstanding the foregoing, Executive
shall not have a right to elect to terminate hepleyment (i) based on the events set forth in 8@stion 5(b) solely on the basis of the Board’s
appointment of an Acting Senior Vice President @odtroller, Accounting Department, Finance Divisidfrthe Bank following a Disability
Determination made in accordance with Section dfithis Agreement, or (ii) if the Bank fully resdis or cures, within ten (10) days after its
receipt of Executive’s Notice of Termination, thet,aomission or event giving rise to Executivetghtito elect to terminate her employment for
Good Reason. Executive shall also be deemed toteawénated her employment with the Bank for Go@ason if Executive’s employment
with BFC is terminated during the Employment PeffimdGood Reason in accordance with the requiresngett forth in the BFC Agreement.

(c) Termination Upon Death . Executive’'s employment with the Bank shall terateimmediately upon Executive’s death, without
regard to the notification requirements set fortiséection 7 hereof.

(d) Termination under Code Section 409A Any termination described in this Section 5 witlly be deemed to have occurred if such
termination constitutes a “separation from serviag'tlefined under Code Section 409A.

6. FINANCIAL CONSEQUENCES OF TERMINATION

(a) Termination For Cause. In the event that Executive’s employment is teaéd For Cause during the Employment Period, HrekB
shall pay Executive the unpaid balance of ExecigiBase Salary through the effective date of tiheniteation of Executive’s employment (“
Earned Salary”), but Executive shall receive no bonus or incemttompensation for the current year (all such artshall remain unearned
and unvested), and shall receive no compensatiother benefits (including the compensation andefitnset forth in Section 3(a) through
Section 3(i) and Section 6 hereof) for any perifidrahe effective date of the termination of Exiéeeis employmentprovided, howeverthat
any rights of Executive under any applicable st federal laws, including ERISA and COBRA, ang dghts of Executive that have vest
whether by application of any state or federal I, provisions of any contract, employee benefés or otherwise, shall not be terminated or
prejudiced by a termination For Cause. Upon Exgeldideath, any payments due under this Sectionsb@l be paid, as applicable, to
Executive’s estate, trust or as otherwise requirethw.

(b) Termination for Disability . In the event that Executive’s employment is texated during the Employment Period based on a
Disability Determination, the Bank shall: (i) paydtutive her Earned Salary (as defined above)péy) Executive an amount equal to the cash
incentive compensation, if any, that the Board iheitrees in its sole and absolute discretion thatch#ee is to receive during the current year
based on Executive’s demonstrable achievementeobitfectives set forth in Executive’s incentive
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compensation program for the current year, prorbetd on the number of days during such yeaetapsed prior to the effective date of the
termination of Executive’s employmentRProrated Incentive Compensation’); (iii) make, for the benefit of Executive, theatehing 401(k)
plan contribution that Executive is entitled toe®e for the current year, prorated based on timebau of days during such year that elapsed
prior to the effective date of the termination ofeEutive’s employment (Accrued Plan Contribution ); (iv) subject to the disability
insurance adjustment set forth in Section 3(i) bkneay Executive the Base Salary that Executivaldibave been paid pursuant to Section 3
() hereof from the effective date of terminatibrotigh the date the Employment Period would hayéred if Executives employment had n
been sooner terminated based on a Disability Détetion; and (v) provide Executive (and upon heatténer surviving spouse and minor
children, if any) with the same coverage underGbee Plans that Executive (and her surviving spamskminor children, if any) would have
been provided pursuant to Section 3(g) hereof fileereffective date of termination through the dhteEmployment Period would have
expired if Executive’s employment had not been soderminated based on a Disability Determinatsubject to payment of the costs and
contributions that such plans provide are the nasidity of the insured employee). Amounts payalmeler Subsections (ii) and (iv) of this
Section 6(b) shall be paid in equal installmentsrdlie period beginning on the Bank'’s first regylayroll date after the effective date of
termination and continuing through the Bank’s fiegular payroll date after the date the Employniariod would have expired if Executive’s
employment had not been sooner terminated basadisability Determination.

(c) Termination Without Cause . In the event that Executive’s employment is teaed Without Cause during the Employment Period,
the Bank shall: (i) pay Executive her Earned Safasydefined above); (ii) pay Executive her Pratdteentive Compensation (as defined
above); (iii) make, for the benefit of ExecutiveetAccrued Plan Contribution (as defined above);{ay Executive the Base Salary that
Executive would have been paid pursuant to Se&fahhereof from the effective date of terminatibrough the date the Employment Period
would have expired if Executive’s employment had lmen sooner terminated Without Cause; and (WigeoExecutive (and upon her death
her surviving spouse and minor children, if anydhwioverage under the Core Plans that Executivddimave been provided pursuant to
Section 3(g) from the effective date of the terrtiovaof Executive’'s employment through the dateEneployment Period would have expired
if Executive’s employment had not been sooner teateid Without Cause (subject to payment of thescarstl contributions that such plans
provide are the responsibility of the insured empl). Amounts payable under Subsections (ii) anjdofithis Section 6(c) shall be paid in
equal installments over the period beginning onBhaek’s first regular payroll date after the effeetdate of termination and continuing
through the Bank’s first regular payroll date atte date the Employment Period would have expfrEdecutive’s employment had not been
sooner terminated Without Caugepvided, howeverto the extent any portion of the applicable pagt@nount under this subsection 6(c)
exceeds the “safe harbor” amount described in TirgeRegulation Section 1.409A-1(b)(9)(iii))(A), tiexecutive shall receive such portion of
the applicable payment that exceeds the “safe Haaneount in a single lump sum payment payable wiftve (5) days after the Executive’s
termination.

(d) Termination By Resignation. In the event that Executive’s full-time employrhenterminated By Resignation during the
Employment Period, the Bank shall pay ExecutiveBremned Salary (as defined above), but Executiaé stceive no compensation or other
benefits (including the compensation and beneéitsath in Section 3(a) through Section 3(j) hérdor any period after the effective date of
the termination of Executive’s employmeptpvided, howeverthat any rights of Executive under any applicaltéde and federal laws,
including ERISA and COBRA, and any rights of Exéeaithat have vested, whether by application of any
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applicable state or federal law, the provisionamf contract, employee benefits plan or othervahall not be terminated or prejudiced by a
termination By Resignation.

(e) Termination for Good Reason. In the event that Executive’s employment is tewatéd by Executive for Good Reason during the
Employment Period, the Bank shall pay Executivestiae amounts that Executive would have been paglipnt to Sections 6(c)(i), (ii),
(iii) and (iv), and shall provide Executive (andoumpher death her surviving spouse and minor childfeany) with the same coverages under
the Core Plans coverage that Executive (and hersgpand minor children, if any) would have beervioled pursuant to 6)c)(v) (subject to the
payment of the costs and contributions that suahgprovide are the responsibility of the insunegleyee) if Executive’s employment had
been terminated by the Bank Without Cause on tieetdfe date of the termination of Executive’s eayphent. Amounts payable under this
Section 6(e) shall be paid in equal installmentsrdkie period beginning on the Bank’s first regudayroll date after the effective date of
termination and continuing through the Bank’s fiegular payroll date after the date the Employniariod would have expired if Executive’s
employment had not been sooner terminated for Geabsonprovided, howeverto the extent any portion of the applicable paytr@enount
under this subsection 6(e) exceeds the “safe Hadpaount described in Treasury Regulation Sectid®3A-1(b)(9)(iii)(A), the Executive
shall receive such portion of the applicable payntlesit exceeds the “safe harbor” amount in a sihgigo sum payment payable within five
(5) days after the Executive’s termination.

(f) Termination Upon Death . In the event Executive’employment with the Bank is terminated duringEneployment Period by reas
of Executive’s death, the Bank shall pay Executistate or trust, as applicable, the same amé&wetutive would have been paid pursuai
Sections 6(b)(i), (ii), (iii) and (iv), and shaltqvide her surviving spouse and minor childremny, with the same coverages under the Core
Plans that they would have been provided pursweettion 6(b)(v) (subject to the payment of thete@and contributions that such plans
provide are the responsibility of the insured empk) if Executive’'s employment had been termindgthe Bank based on a Disability
Determination on the date of Executive’s death. Amis payable under this Section 6(f) shall be pa# single lump sum on the Bank’s
second regular payroll date after the date of Etve€'s death.

(9) Capital Limitations . Notwithstanding any other provisions of this Agmeent and to the extent permitted under Code Sed00A:
(i) in the event the Bank is not in compliance withminimum capital requirements as establishedpplicable federal laws and regulations at
the time any payment becomes due to Executive patga Section 6 hereof, the Bank shall be entiibedefer such payment until such time as
the Bank is in compliance with such minimum capiegjuirements; and (ii) if the Bank is in compliangith such minimum capital
requirements at the time any such payment becomeshdit the making of any such payment would ctus®ank’s capital to fall below such
minimum capital requirements, the Bank shall béledtto reduce the amount of such payment as sacg$o enable the Bank to remain in
compliance with such minimum capital requiremestgject to the Bank’s obligation to pay the amaafrany such reductions (or any portion
thereof) as soon as such amount can be paid witausing the Bank’s capital to fall below such minm capital requirements.

(h) Section 280G Limitation. Notwithstanding any other provisions of this Agmeent, in no event shall the aggregate payments or
benefits to be made or afforded to Executive purst@Section 6 of this Agreement constitute arctess parachute payment” under
Section 280G of the Code. In order to avoid supbsalt, such aggregate payments or benefits witebdeced, if necessary, to a lesser amount,
the value of which is one dollar ($1.00) less tharamount equal to three (3) times Executive's élmsount” as
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determined in accordance with said Section 280@.r€duction shall be allocated among the comporarsgch payments and benefits in the
manner designated by Executive. The foregoing ditiuihs are not intended in any way to limit therpants or benefits that Executive may be
or become entitled to under the terms of the BF@Gzament.

(i) General Release In consideration of the Bank’s agreements wipeet to the monetary payments and other benetitsded for in
Section 6 of this Agreement (which payments andebenexceed the nature and scope of that to wihigkcutive would have been legally
entitled to receive absent this Agreement), ana esndition precedent to Executiseeceipt of such payments and other benefits, Exexc(or
in the event of Executive’s death, Executs/eXecutor, trustee, administrator or personaksaptative, as applicable), shall, at the timditht
of any such payments and other benefits is tendesextute and deliver to the Bank a general relieefsor of the Bank and its Affiliates (as
defined below), releasing all claims, demands, esuad actions and liabilities arising out of thigraement, Executive’s employment or the
termination thereof, including, but not limited tdaims, demands, causes of action and liabilfbesvages, back pay, front pay, attorrefees
other sums of money, insurance, benefits, or cotgrand all claims, demands, causes of actiondiapitties arising out of or under the
statutory, common law or other rules, orders oul&tipns of the United States or any State or jpalitsubdivision thereof, whether now exis
or hereinafter enacted or adopted, including the Bgcrimination in Employment Act and the Older N&rs Benefit Protection Act, and no
further payments shall be due Executive until dirole as all applicable waiting or rescission pesititereunder shall have expired or shall |
been waived. Notwithstanding the foregoing or amgho the contrary herein, the general releas# sharelease, and shall expressly reserve,
any unperformed obligations of the Bank under Agseement. Notwithstanding the foregoing or anyghio the contrary herein, the general
release shall not release, and shall expresslywesany unperformed obligations of the Bank urttier Agreement, or of BFC under the 2006
EIP or the BFC Agreement, to Executive.

7. NOTICE OF TERMINATION

Any termination or purported termination by the Bam Executive of Executive’employment with the Bank shall be communicated
Notice of Termination to the other party.” Notice of Termination” shall mean a written notice that shall set fahé effective date of the
termination of Executive’s employment, identify thgecific termination provision(s) in this Agreemeglied upon, and set forth in reasonable
detail the facts and circumstances claimed to peai basis for the termination of Executive’s emplent under the provision so identified.
The party issuing the Notice of Termination shallise it to be delivered to the other party eithgrérson, by United States mail or via a
reputable commercial delivery service (i) not Igsmn thirty (30) days prior to the effective datéesmination in the case of a termination
Without Cause or By Resignation or based on a OlisaDetermination; (ii) not less than thirty (3@gys prior to the effective date of
termination and as otherwise provided in Secti@) Aéreof in the case of a termination For Cause;(&) as provided in Section 5(b) hereof
in the case of a termination for Good Reason. Nstto the Bank shall be addressed and deliveréttprincipal headquarters office of the
Bank, Attention: Chief Executive Officer and GeréZaunsel, with a copy concurrently so delivere@eneral Corporate Counsel to the B:
Barack Ferrazzano Kirschbaum & Nagelberg LLP, 208s¥Wadison Street, Suite 3900, Chicago, lllind@é®@b5, to the joint attention of Edw
S. del Hierro and Donald L. Norman, Jr. Noticeghi® Executive shall be sent to the address sét fmtow the Executive’s signature on this
Agreement, or to such other address as Executiyehmi@after designate in a written notice givetheBank and its counsel.
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8. NON-COMPETITION AND OTHER AGREEMENTS

(a) Non-Competition . Executive shall not, during the Non-CompetiticariBd (as hereinafter defined), directly or indthgcand in any
capacity, including as an individual for Executis@wn account, or as an employee, agent, independetractor, consultant, officer, director,
stockholder, owner or member of any associatiorparation (whether for profit or not for profit)apgnership (whether general or limited),
limited liability company, trust, firm, any federaitate or local government, agency, commissioardyalistrict or body politic, any other
registered or legal entity of any type (eachlaegial Entity "), or as an employee, agent, independent contractoonsultant of or for any
person, compete with the Bank in any of the follogviines of business: the business of originatinguwchasing loans, leases and payment
streams thereunder, accepting deposits, sellipgamiding insurance, securities, financial planniagd asset management products and
services, accepting referrals of any of the foregpand other business contracts, relationshipstrities of the Bank and any Affiliate (as
defined below) of the Bank (collectively Banking Business’) from a place that is located within five (5) el of a place where the Bank or
any Affiliate maintains a branch, office or othéage of business, or has filed a regulatory naticapplication to establish a branch, office or
other place of business (collectively, thRéstricted Area”). The term “Non-Competition Period” shall mean: (i) the greater of (A) six
(6) months after the effective date of the ternmorabf Executive’s employment, and (B) any periddime during which Executive is entitled
to receive payments or benefits pursuant to Seétfb)y 6(c) or 6(e) of this Agreement on accouna ¢érmination based on a Disability
Determination, Without Cause or for Good Reasospeetively; and (ii) six (6) months from the efigetdate of the termination of Executige’
employment if such employment is terminated By Beafion or With Cause. Notwithstanding the foregoan anything to the contrary herein,
Executive shall be entitled to engage in the pecaatif public accounting during the Non-Competitieeriod and the foregoing restrictions shall
not apply to any activities in which Executive egga that are within the scope of Executive’s peactif public accounting. The term “
Affiliate " means, for all purposes of this Agreement, angdléntity that directly or indirectly, through one more intermediaries, controls,
or is controlled by, or is under common controlhyithe Bank. The following Legal Entities are Afiles of the Bank as of the date of this
Agreement: BFC; Financial Assurance Services, BENB Corporation (an lllinois corporation in diéstion); Success Bancshares, Inc. (a
Delaware corporation in dissolution); and BF AdRetovery Corporation.

(b) Non-Solicitation . Executive shall not, during the Non-SolicitatiBariod (as hereinafter defined), directly or indilg either as an
individual for Executive’s own account, or as anpdogee, agent, independent contractor or consudtboi for any person or Legal Entity, or
as an officer, director, stockholder, owner or mendf any Legal Entity: (i) call upon or solicitrfthe purpose of obtaining Banking Business
from, or do any Banking Business with, any persobagal Entity that was or is a customer of the IBanany Affiliate at any time between
Effective Date of this Agreement and the last dftghe Non-Solicitation Period, and with which Ex&ea had dealings on behalf of Employer,
and with which Executive had dealings on behathefBank (a ‘Protected Customer”); (ii) divert or take away from the Bank or anfiiite
any existing Banking Business between the Bankdkféliate and a Protected Customer; (iii) callarpor solicit for the purpose of obtaining
Banking Business from, or do any Banking Businesi,vany person or Legal Entity from which the Bamkan Affiliate purchased loans or
personal property leases (or any payment streaensithder), or that referred or originated loangersonal property leases (or any payment
streams thereunder) to, for or on behalf of thekBaman Affiliate at any time between the Effectdate of this Agreement and the last day of
the Non-Solicitation Period (aProtected Referral Source’); (iv) divert or take away from the Bank or anfiiite any existing Banking
Business between the Bank or an Affiliate and @deted Referral Source;
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(v) solicit or induce any Protected Customer on&ted Referral Source to terminate or not renewoatinue any Banking Business with the
Bank or any Affiliate, or to terminate or not renewcontinue any contractual relationship with Benk or any Affiliate; (vi) hire, or assist or
cause any person or Legal Entity with which Exeauts affiliated or associated in hiring, any persdio was or is an employee of the Banl
any Affiliate between the Effective Date of thisrégment and the last day of the Non-Solicitatioridéle(a “ Protected Employe€’);

(vii) solicit or induce any Protected Employeedmtinate her employment with the Bank or any Adfidi; or (viii) attempt to do, or conspire
with or aid and abet others in doing or attemptimdo, any of the foregoing. The ternNtn-Solicitation Period” shall mean, except as
provided in Section 8(f) below, a period of eigmté#®8) months commencing on the effective datdeftermination of Executive’s
employment.

(c) Confidentiality . Executive recognizes and acknowledges that pat$aformation and knowledge thereof regardingabstomers of
the Bank and its Affiliates are protected by statd federal law and the Privacy Principles of tle@iBand its Affiliates, as amended from time
to time (collectively, “Protected Customer Information”), and that customer lists, trade secrets, nonptiblancial information, and
nonpublic past, present, planned or considerechbssiactivities of the Bank and its Affiliates amy plans for such business activities
(collectively, “Proprietary Information ") are valuable, special and unique assets of tre&kBExecutive will not, during or after the
Employment Period, disclose any Protected Custdniermation or Proprietary Information or her kn@abe thereof to any person or Legal
Entity other than the Bank of any Affiliate, or usey Protected Customer Information or Proprietafgrmation to the detriment of the Bank,
any Affiliate or any of their respective customeremployees, or for the benefit of herself, angspe or any Legal Entity, for any reason or
purpose whatsoever. Notwithstanding the foregdigcutive may (i) disclose and use information tietomes publicly known through no
wrongful act or omission of Executive, but onlyhe disclosure of such information is not restddby any applicable state or federal laws or
regulations and the information is not receivedrfr@ person who was or is bound by an obligationtadisclose such information; (ii) disclc
and use any financial, banking, business or econpnmciples, concepts or ideas that do not cartstiProtected Customer Information or
Proprietary Information; (iii) disclose any infortien regarding the business activities of the Banks Affiliates to a governmental authority
pursuant to a formal written request made by suskegmental authority; and (iv) disclose any infation required to be disclosed by
Executive pursuant to an order or judicial prodessed by a court of competent jurisdictipnovided, howeverthat to the extent not
prohibited by applicable state or federal law, Exie shall provide the Bank or the applicable Kdfe with at least ten (10) daygtior written
notice of her intention to disclose information guent to subparagraph (iii) or (iv) of this Sect8{n).

(d) Cooperation in Legal Proceedings During the Employment Period and for a periodado three (3) years from the effective dat
the termination of Executive’s employment, Execaitbhall, upon reasonable notice, furnish such aadipe, information and assistance to the
Bank as may reasonably be required by the Banky®filiate of the Bank in connection with any pming or threatened judicial,
administrative or arbitration proceeding or anyeistigation that is based on events or circumstainogbich Executive had personal
knowledge or involvement and in which the Bank oy af its Affiliates is or may become a party orget, except for proceedings instituted
against Executive by the Bank or any governmenta¢gulatory authority, or proceedings institutgdExecutive against the Bank to enforce
the terms of this Agreement or any other dutiesldigations of the Bank to Executive. The Bankif@pplicable, its Affiliate, shall reimburse
Executive for all reasonable costs and expensesrigat by Executive in providing such cooperatiofipimation and assistance. Unless
Executive’s appearance is compelled by a courtraydether legal process, Executive shall not degated to devote more than two (2) days
per
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calendar month in fulfilling her obligations undars Section 8(d), and the Bank or its Affiliateaithmake reasonable accommodations to avoid
interfering with any duties that Executive may thewve to any client or other employer. Notwithsfagdanything to the contrary in this

Section 8(d) or this Agreement, while Executivel wéd encouraged to voluntarily provide sworn testijmwhere appropriate, Executive shall
have no duty to provide sworn testimony in anygialj arbitration or discovery proceeding exceptray be required by any rule of procedt
subpoena or judicial process applicable to or esfalble against Executive, and in no case shalllEixecbe required to provide any testimony
that, in the judgment of Executive, might or coalgose her to civil liability or compromise heryilege against self incrimination. Any
testimony given by Executive in such a proceedhmgle truthful, but in no event shall the contehany testimony given by Executive in

such a proceeding constitute a breach of this &e8tid) or any other provision of this Agreemente&utive may condition her providing of
assistance and testimony hereunder on her rededpt andertaking from the Bank that it will inderfynher for such actions to the fullest ext
permitted by applicable law.

(e) Remedies Executive and the Bank stipulate that irreparatjlay will result to the Bank and its Affiliateend their business and
property in the event of Executive’s violation ofygorovision of this Section 8, and agree thathaevent of any such violation by Executive,
the Bank, and if applicable, its Affiliates, wilekentitled, in addition to any other rights, renesdand money damages that may then be
available, to injunctive relief to restrain the hatoon hereof by Executive, Executive’s partnegeras, servants, employees and all persons
acting for, under the direction or control of ordgoncert with Executive, and to such other equétabmedies as may then be available. Nothing
herein will be construed as prohibiting the Banlany Affiliate from pursuing any other remedies italgle to the Bank or such Affiliate for
such breach or threatened breach, including trevezg of money damages from Executive.

(f) Adjustment of Non-Solicitation Period . The Non-Solicitation Period shall be reduced freighteen (18) months to ninety (90) days,
but only with respect to the restrictions set fartfsubsection (b)(i) and Subsection (b)(iii) ot8en 8 of this Agreement (and the prohibitions
in Subsection (b)(viii) of Section 8 against, agliabetting, inducing or conspiring with others/tolate those restrictions), in the event that
Executive resigns her employment within twelve (d®@)nths after the Board fails to extend the EmpleghPeriod within ninety (90) days
(before or after) an applicable Anniversary Datespant to Section 2(a) for an additional one (Brynd Executive provides the Board with
notice of such failure at least thirty (30) dayspto the expiration of such ninety (90) day pdrior in the event that the Bank terminates
Executives employment For Cause based on a repeated andahtaiéure to achieve minimum objectives undeBusiness Plan establishec
accordance with Section 1(d) of this Agreement oepeated and material failure of Executive totmegsonable performance standards
established in accordance with Section 1(d) of Ageeement. The Non-Solicitation Period shall beueed from eighteen (18) months to six
(6) months, but only with respect to the restrictiget forth in Subsection (b)(i) and Subsectigfii(bof Section 8 of this Agreement (and the
prohibitions in Subsection (b)(viii) of Section §anst, aiding, abetting, inducing or conspiringhadthers to violate those restrictions), in the
event that the Bank terminates this Agreement Witl@ause or Executive terminates this AgreemenGfood Reason, provided that, in either
case, Executive executes and delivers to the Bamiitiag, acceptable in form and substance to thekB that releases and waives any and all
obligations that the Bank may have under Sectich &(6(e) of this Agreement to pay Executive amg® Salary after the expiration of such
six-month period, or to provide Executive (or ugaar death, her surviving spouse and minor childfeamy) with coverage under the Core
Plans after the expiration of such six-month Notiegation Period.
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9. SOURCE OF FUNDS.

All payments provided in this Agreement shall mediy paid in cash or check from the general furfdt® Bank;provided, however
that to the extent that any cash compensation patgaad benefits (other than benefits provided BZ Binder the 2006 EIP) provided for in
this Agreement are paid to or received by Executiomn BFC, whether pursuant to the BFC Agreemertdtberwise, such cash compensation
payments and benefits (other than benefits provijeBFC under the 2006 EIP) paid by BFC shall bgracted from any amounts due
simultaneously to Executive under this Agreemeayrfents due Executive pursuant to this Agreemeshttzen BFC Agreement shall be
allocated in proportion to the services rendereditane expended on such activities by Executivdetsrmined by BFC and the Bank on a
quarterly basis or as required by law.

10. EFFECT ON PRIOR AGREEMENTS AND EXISTING PLANS .

This Agreement contains the entire understandimgdmn the parties hereto with respect to Execigieaiployment with the Bank, and
supersedes the Initial Agreement, any prior offezraployment, employment letter or other agreementsderstandings between the Bank
and Executive, whether oral or written, with reggbereto, except that this Agreement shall natcifbr operate to reduce any benefit or
compensation inuring to Executive of a kind prodder in any Core Plan or any separate plan orarogestablished for the benefit of Bank
employees generally, or any separate plan or pnogsiablished after the date of this Agreementtferspecific benefit of Executive. No
provision of this Agreement shall be interpretedntean that Executive is subject to receiving felarefits than those available to her without
reference to this Agreement.

11. MODIFICATION AND WAIVER

This Agreement may not be modified or amended exdzgjan instrument in writing signed by the partieseto and approved by the
Board. No term or condition of this Agreement sh&lldeemed to have been waived, nor shall theampestoppel against the enforcement of
any provision of this Agreement, except by writbestrument of the party charged with such waiveestoppel. No such written waiver shal
deemed a continuing waiver unless specificallyestaiherein, and each such waiver shall operateamty the specific term or condition
waived and shall not constitute a waiver of sucter condition for the future as to any act ottem that specifically waived.
Notwithstanding the foregoing, in the event that provision or the implementation of any provisiithis Agreement is finally determined
violate any applicable law, regulation or otherulagpry requirement that is binding on the Bankiococonstitute an unsafe and unsound
banking practice, Executive and the Bank agreerteral such provision to the extent necessary to veropeliminate such violation or unsafe
and unsound banking practice, and such provisiat g8ten be applicable in the amended form.

12. NO ATTACHMENT .

Except as required by law, no right to receive pagts under this Agreement shall be subject to ipation, commutation, alienation,
sale, assignment, encumbrance, charge, pledggpotttecation, or to execution, attachment, levygionlar process or assignment by
operation of law, and any attempt, voluntary omwilwmtary, to effect any such action shall be ntdid, and of no effect.
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13. REQUIRED PROVISIONS.

In the event any of the foregoing provisions o§tAgreement are in conflict with the provisionghi Section 13, this Section 13 shall
prevail.

(a) Rights Not Prejudiced. The Bank may terminate Executive’'s employment gttame, but any termination by the Bank, other than
For Cause, shall not prejudice any right of Exe@utd compensation or other benefits under thisesAgrent. Executive shall not have the right
to receive compensation or other benefits for ayogd after a termination For Cause as provide8dation 6(a) hereof.

(b) Suspension; Temporary Removal If Executive is suspended and/or temporarily priteéibfrom participating in the conduct of the
affairs of the Bank or an Affiliate by a notice ged under Section 8(e)(3) or 8(g)(1) of the FedBegposit Insurance Act, 12 U.S.C.
Section 1818(e)(3) or (g)(1), the Bank’s obligaiamder this Agreement shall be suspended as ofatecof service, unless stayed by
appropriate proceedings. If the charges in thecadare dismissed, the Bank may in its discretijmay Executive all or part of the
compensation withheld while the contract obligagievere suspended; and (ii) reinstate (in whole quairt) any of the obligations which were
suspended.

(c) Removal; Prohibition . If Executive is removed and/or permanently proleithifrom participating in the conduct of the affafdhe
Bank or an Affiliate by an order issued under Sec8(e)(4) or 8(g)(1) of the Federal Deposit InsgmAct, 12 U.S.C. Section 181 8(e)(4) or
(9)(2), all obligations of the Bank under this Agneent shall terminate as of the effective datéefdrder, but vested rights of the contracting
parties shall not be affected.

(d) Bank in Default . If the Bank is in default as defined in Section)8&(X of the Federal Deposit Insurance Act, 12 U.&€ction 1813
(X)(1), all obligations of the Bank under this Agmneent shall terminate as of the date of defautttis paragraph shall not affect any vested
rights of the contracting parties.

(e) Regulatory Termination . All obligations under this Agreement shall be teraied, except to the extent determined that coatiom
of this Agreement is necessary for the continuestation of the institution: (i) by the Director tife OTS (or her designee) at the time the
FDIC enters into an agreement to provide assistamoeon behalf of the Bank under the authoritytaied in Section 13(c) of the Federal
Deposit Insurance Act, 12 U.S.C. Section 1823(c]iipby the Director of the OTS (or her designaejhe time the Director (or her designee)
approves a supervisory merger to resolve probletased to the operations of the Bank or when thekBsdetermined by the Director to be in
an unsafe or unsound condition. Any rights of thgips that have already vested, however, shabeagaiffected by such action.

(f) Certain Payments. Any payments made to Executive pursuant to thiseAgrent, or otherwise, are subject to and conditiap®n
compliance with 12 U.S.C. Section 1828(k) and 1R R. Section 545.121 and any rules and regulapomsulgated thereunder.

(g) OTS Limitation . Notwithstanding anything to the contrary in thisrAgment, in no case shall the total Departure Cosat®n
(defined below) paid to Executive upon the termorabf her employment with the Bank, regardlesthefreason, exceed three (3) times
Executive’s Average Annual Regulatory Compensafimiined below). The termDeparture Compensation” shall mean any payments and
other things of value that the Bank makes or presith Executive upon the termination of Executivtployment with the
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Bank, but shall not mean or include any Prorategmtive Compensation (defined above) that the Bdatdrmines was earned by Executive
prior to the Effective Date of termination, any Bed Salary (defined above) or any Accrued Plan @uritons (defined above). The term “
Average Annual Regulatory Compensatiori shall mean the average of Executive’s annual Regry Compensation (defined below) based
on the most recent three (3) tax years, or if Eeewas employed by the Bank for less than th&du(l tax years, based on such lesser
number of tax years or portions thereof as Exeeutiais employed by the Bank. The terfRégulatory Compensation” shall mean, for the
purposes of the foregoing definition as it relateany tax year, any payment of money or provigibany other thing of value by the Bank to
Executive in consideration of Executive’s employmaémcluding, without limitation, Base Salary, conssions, bonuses, pension and profit-
sharing plans, severance payments, retirementtdirer committee fees, fringe benefits, paymergxfense items without accountability or
business purpose or that do not meet Internal Rev8ervice requirements for deductibility by theaasation. In the event that the total
Departure Compensation that becomes due to Executiger this Agreement exceeds three (3) timesiHixets Average Annual Regulatory
Compensation, the aggregate payments or othergloihgalue constituting Departure Compensationl sfeateduced to a lesser amount, the
value of which shall be one dollar ($1.00) lessittiaee (3) times Executive’s Average Annual ReguiaCompensation. In such a case, the
reduction shall be allocated among the compondrgaah payments and other things of value in themeadesignated by Executive.

14. WITHHOLDING .

All payments required to be made to Executive uniisrAgreement shall be subject to the withholddfiguch amounts, if any, relating
to tax and other payroll deductions as the Bankaeably determines should be withheld pursuanhyoegplicable state or federal law or
regulation.

15. SEVERABILITY .

If, for any reason, any provision of this Agreememtany part of any provision, is held invalidchunvalidity shall not affect any other
provision of this Agreement or any part of suchvisimn that is not held invalid, and each such pfitevision and part thereof shall to the full
extent consistent with law continue in full foraedeeffect. Without limiting the foregoing, if anyqvisions of Section 8 of this Agreement are
held to be unenforceable because of the scopetiatua area of applicability, the court making Budetermination shall have the power to
modify such scope, duration or area of applicahitir all of them, and such provision shall therapelicable in the modified form.

16. HEADINGS FOR REFERENCE ONLY .

The headings of sections and paragraphs herein@duoeled solely for convenience of reference arall stot control the meaning or
interpretation of any of the provisions of this Agment.

17. GOVERNING LAW .

The validity, interpretation, performance and eoémnent of this Agreement shall be governed byntermal laws of the State of lllinois,
without regard or reference to any principles afftiots of law of the State of lllinois, excepttioe extent that such internal laws are preempted
by the laws of the United States or the regulatimfiithe OTS or any other agency of the United State
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18. DISPUTE RESOLUTION .

(a) Arbitration . Except for claims, cases or controversies baseaat arising out of Section 8 of this Agreemenggction 8 Claims’),
all claims, cases or controversies arising outrah@onnection with either this Agreement, Exeeels employment with the Bank or the
termination or cessation of such employment (ctillety, “* Employment Claims”), whether asserted against the Bank, an Affiliatedéfmec
below), and/or an officer, director or employedtaf Bank or an Affiliate, and whether based on Agseement or existing or subsequently
enacted or adopted statutory or common law dodristeall be finally settled by arbitration conducby JAMS Endispute or a successor entity
(* JAMS ) in Chicago, lllinois, in accordance with the thapplicable Employment Arbitration Rules and Pchoes of JAMS, or in the event
JAMS or a successor in interest of JAMS no longevides arbitration services, by the American Adiibn Association or a successor entity
(the “AAA ") in accordance with its then applicable NatioRalles for the Resolution of Employment Disputese Thsts and fees imposed by
JAMS or the AAA for conducting such arbitration Bhmee borne equally by Executive and the Bank usitee arbitrator determines otherwise.
The award rendered by the arbitrator(s) shall bal #and binding upon Executive, the Bank and ahgmparties to such proceeding, and may
be entered and enforced as a judgment in any obadmpetent jurisdiction. The Employment Claimbjeat to arbitration hereunder shall
include, but shall not be limited to, those arisimgler the Age Discrimination in Employment Acttl@iVIl of the Civil Rights Act of 1964, as
amended, including the amendments of the Civil Rigtct of 1991, the Older Workers Benefit Protectict, the Americans with Disabilities
Act, the law of contract, the law of tort, and atkkims under federal, state or local statutedinances and rules or the common law.
Executive and the Bank acknowledge that by agremirsgbitration they are relinquishing all righteey have to sue each other for Employment
Claims that do not constitute Section 8 Claims amglrights that they may have to a jury trial onffmgment Claims that do not constitute
Section 8 Claims.

(b) Section 8 Claims. All Section 8 Claims shall be brought, commenaed maintained only in a state or federal coudarhpetent
jurisdiction situated in the County of Cook or theunty of DuPage, State of lllinois. Executive @nel Bank each hereby (i) consents to
exercise of jurisdiction over her or its person angberty by any court of competent jurisdictiotuated in the County of Cook or the Count
DuPage, State of lllinois for the enforcement of alaim, case or controversy based on or arisirdguection 8 of this Agreement; (ii) wai
any and all personal or other rights to objectuchsjurisdiction for such purposes; and (iii) waiany objection which it may have to the lay
of venue of any such action, suit or proceedingny such court.

19. INDEMNIFICATION AND INSURANCE

(a) Indemnification, Advancement and Insurance The Bank shall, subject to the conditions andifigs set forth in 12 C.F.R.
Section 545.121: (i) provide Executive (includirey heirs, executors and administrators), at thekBaxpense, with insurance under a
directors’ and officers’ liability insurance politkiat reasonably and adequately insures Execudiviedr acts and omissions as a director,
officer or employee of the Bank and its subsidir{@) indemnify Executive (and her heirs, execatand administrators) against all judgments
entered and settlements made in any pending aatdmwed action and any appeal or other proceedimg¥eéew of such action, regardless of
whether such action is a judicial or administrafiveceeding, if such action was brought or threaddmecause Executive is or was a director,
officer or employee of the Bank or any of its sdliies; (iii) indemnify Executive (and her heiexecutors and administrators) against all and
reasonable costs and expenses, including reascatadnieey’s fees, actually paid or incurred by Bxae in defending or settling any such
action, or in enforcing Executive’s rights to indefication
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under this Section 19; and (iv) to the extent thatBank is not then authorized by applicable lawrbvide such indemnification, advance
Executive her reasonable costs and expenses, ingltgasonable attorney’s fees, arising from theseent or defense of any such action,
subject to the Bank’s receipt of a written undanigkrom Executive to repay all costs and expessesdvanced if Executive is later
determined not to be entitled to indemnificatianthe event that 12 C.F.R. Section 545.121 or theigions of the Bank’s bylaws or charter
that relate to indemnification and the advanceméeipenses are hereafter amended, such amendnadirdgply to the Bank’s obligations
under this Section 19, but only to the extent ihimicreases the Bank’s authority to indemnify dvance expenses to Executive beyond the
authority that was provided, or reduces any linoteg on such authority that were imposed, by 12R..Bection 545.121 and the provisions of
the Bank’s bylaws or charter on the Effective Datetwithstanding the foregoing and anything to ¢batrary in this Agreement, the Bank
shall have no obligations under this Section 1@rater any provision of its charter or bylaws toyile indemnification or advance expenses to
Executive in connection with any pending or threatkaction, and any appeal or other proceedingefoew of such action, regardless of
whether such action is a judicial or administragiveceeding, if such action was brought or threaddmecause Executive is or was a director,
officer or employee of a person or Legal Entityttisanot or was not an Affiliate of the Bank, orchese of any duty or alleged duty arising out
of a past or present employment, contractual cerdeggal relationship between Executive and a LEgdity that is or was not an Affiliate of
the Bank. Any payments made to Executive pursuatitis Section 19 shall be subject to and condéibnpon compliance with the applicable
provisions of 12 U.S.C. 1828(k), as amended, an@.E2R. Section 545.121, as amended, and any oulegulations promulgated in
connection with therewith.

(b) Procedures. Any request for indemnity or the advancementqifemses shall be made in a written notice deliveseBxecutive to
the General Counsel of the Bank. The notice stestdbe with reasonable particularity the claint ties been made or threatened against
Executive and the reasons why Executive believassitlis lawful and appropriate for the Bank toénthify or advance expenses to her in
connection with such claim. Following the delivefysuch written notice, the Board shall, as sooprasticable and by no later than its next
regularly scheduled Board meeting, adopt a resniuiy the affirmative vote of not less than a migjaof its members (i) determining in good
faith and on the basis of reasonable evidencehar ahformation whether or not Executive, in corti@cwith such claim, was acting in good
faith within the scope of her employment or auttyoais she perceived it under the circumstancesaralpurpose she could reasonably have
believed under the circumstances was in the beseists of the Bank, and (ii) determining whethenat the Bank will approve or deny
Executive’s request subject to any regulatory raatifon requirementgrovided, howeverthat if the Board lacks sufficient evidence drent
information at the time of such meeting to makedbgrmination set forth in Subsection (i) of t8isction 19(b), the Board shall adopt a
resolution at such meeting by the affirmative wott@ot less than a majority of its members detemngjnvhether or not the Bank will advance
Executive the reasonable costs of defending dirggguch claim, subject to such undertakings bgdttive as may be required by applicable
law. The Board shall provide Executive with a cafyach such resolution promptly after its adoption

20. COSTS AND LEGAL FEES.

(a) Payment to Executive Except as provided in Section 18(a) hereof, @mdbent any dispute or controversy arising undém or
connection with any provision of this Agreementestthan Section 8 hereof is resolved on the migritavor of Executive pursuant to an
arbitration award or final judgment, order or decof a court of competent jurisdiction (the time &ppeal therefrom having expired and no
appeal having been perfected), the Bank shall bgatbd to pay Executive, within thirty (30) dayftea the date on which such judgment
becomes final and not subject to further appebteakonable costs and legal fees paid or incuyeixecutive in connection with such dispute
or controversy.
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(b) Payment to Bank. Except as provided in Section 18(a) hereof, éndtient any dispute or controversy arising undém connection
with Section 8 of this Agreement is resolved onriezits in favor of the Bank pursuant to an arbidraaward or final judgment, order or
decree of a court of competent jurisdiction (timeetifor appeal therefrom having expired and no dgmeang been perfected), Executive shall
be obligated to pay the Bank, within thirty (30ydafter the date on which such judgment beconmes &ind not subject to further appeal, all
reasonable costs and legal fees paid or incurrétédank in connection with such dispute or corgrey.

21. NO CONFLICTS .

Executive has heretofore advised the Bank and hiesgresents that the execution and delivery of Agreement and the performance
the obligations hereunder do not and will not dohfiith, or result in any default, violation ordach of any contract or agreement to which
Executive is a party, or of any legal duty of Exibeel

22. SURVIVAL .

The rights and obligations of Executive and thelBamnder Sections 6, 8, 13, 17, 18, 19 and 20 sfAlgireement shall survive the
termination of Executive’'s employment and the tewation or expiration of this Agreement. All othéhts and obligations of Executive and
the Bank shall survive the termination or expimata this Agreement only to the extent that thegressly contemplate future performance and
remain unperformed.

23. SUCCESSORS AND ASSIGNS

(a) Continuing Rights and Obligations. This Agreement shall be binding upon, and inarthe benefit of, Executive and her heirs,
executors, administrators and assigns, and the Badlts successors and assigns. The Bank shalteeany of its successors or assigns,
whether resulting from a purchase, merger, conatitid, reorganization, conversion or a transfealbér substantially all of its business or
assets, to expressly and unconditionally to assamdeagree to perform its obligations under thise®gnent, in the same manner and to the
same extent that it would be required to perforchabligations if no such succession or assigntadtoccurred.

(b) Payments to Estate or Trust Any amounts due Executive hereunder shall be toalitkecutive’s estate in the event of Executive’s
death except as expressly provided herein; providat] notwithstanding the foregoing, Executive miayher discretion, provide for the
payment of some or all of such amounts to a trsisttdished by Executive. In the event that Exeeutigsires that such amounts be paid to a
trust, Executive shall notify the Bank of such irtten in writing and comply with any requiremenfsapplicable law.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF , BankFinancial, F.S.B. has caused this Agreentebétexecuted by its duly authorized officers and
directors, and Executive has signed this Agreerasmf this 6th day of May, 2008.

BANKFINANCIAL, F.S.B. EXECUTIVE

By: /s/ F. Morgan Gasic /s/ Elizabeth Doola

Elizabeth Doolan
Its: Chief Executive Office
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Exhibit 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference inrRbgistration Statement on Form S-8 (Number 333732) of BankFinancial
Corporation, of our report dated February 20, 200 respect to the consolidated financial statetmief BankFinancial Corporation and the
effectiveness of the Company’s internal controlrdireancial reporting, which report appears in thinual Report on Form 10-K of
BankFinancial Corporation for the year ended Deaam3ii, 2008.

Crowe Horwath LLP

Oak Brook, lllinois
February 20, 2009



Exhibit 31.1

Certification of Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002

I, F. Morgan Gasior, certify that:

1. | have reviewed this Annual Report on Forn-K of BankFinancial Corporation, a Maryland corparat

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or amgttate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtaisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operat and cash flows of the registrant as of, amgdtf@ periods presented in this rep

4.  The registrant’s other certifying officer andrk responsible for establishing and maintainirsgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay
a) Designed such disclosure controls and proceduresused such disclosure controls and proceduties designed under o

supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrie period in which this report is being prepa

b) Designed such internal control over financiploming, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentidsineport our conclusions about
the effectiveness of the disclosure controls amtguaiures, as of the end of the period coveredibyéport based on such
evaluation;

d) Disclosed in this report any change in the regid’s internal control over financial reporting thatooed during the registre's
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repost) tfas materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

5.  The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refmahcial information; ant

b)  Any fraud, whether or not material, that invadweanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reportin

Date: February 23, 2009 /s/ F. Morgan Gasic

F. Morgan Gasior
Chairman of the Board,
Chief Executive Officer and Preside



Exhibit 31.2

Certification of Chief Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002

I, Paul A. Cloutier, certify that:

1. | have reviewed this Annual Report on Forn-K of BankFinancial Corporation, a Maryland corparat

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or amngtate a material fact necessary to
make the statements made, in light of the circuntgts under which such statements were made, nteadisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this rep

4.  The registrant’s other certifying officer andrk responsible for establishing and maintainirsgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay
a) Designed such disclosure controls and proceduresused such disclosure controls and proceduties designed under o

supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrie period in which this report is being prepa

b) Designed such internal control over financiploming, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentidsineport our conclusions about
the effectiveness of the disclosure controls amtguaiures, as of the end of the period coveredibyéport based on such
evaluation;

d) Disclosed in this report any change in the regid’s internal control over financial reporting thatooed during the registre's
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repost) tfas materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

5.  The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refmahcial information; ant

b)  Any fraud, whether or not material, that invadweanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reportin

Date: February 23, 2009 /S/ Paul A. Cloutie

Paul A. Cloutier
Executive Vice President and
Chief Financial Office



Exhibit 32

Certification of Chief Executive Officer and Chief Financial Officer
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002

F. Morgan Gasior, Chairman of the Board, Chief Etiwe Officer and President of BankFinancial Cogiamm, a Maryland corporation
(the “Company”) and Paul A. Cloutier, Executive ¥iBresident and Chief Financial Officer of the Camp each certify in his capacity as an
officer of the Company that he has reviewed theuahreport on Form 10-K for the year ended Decerm3lie2008 (the “Report”) and that to
the best of his knowledge:

1. the Report fully complies with the requirementsSeictions 13(a) or 15(d) of the Securities Exchahgeof 1934; anc
2. the information contained in the Report fairly mets, in all material respects, the financial cbadiand results of operations of 1

Company.
Date: February 23, 2009 /s/ F. Morgan Gasic
F. Morgan Gasio
Chairman of the Board, Chief Executive Officer
and Presider
Date: February 23, 20( /s/ Paul A. Cloutie

Paul A. Cloutiel
Executive Vice President and Chief Financial Offi

A signed original of this written statement reqdil®y Section 906 has been provided to the Compadyaéll be retained by the Company and
furnished to the Securities and Exchange Commissidts staff upon reques



