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Home Financial Bancorp

consolidated condensed BALANCE SHEETS

	
	      March 31,
     2010
	June 30,
2009

	
	             (Unaudited)

	ASSETS
	

	
Cash
	
$    927,671
	
$     754,304

	
Short-term interest-bearing deposits
	
3,703,986
	
4,515,541

	

Total cash and cash equivalents
	
4,631,657
	
5,269,845

	     Interest-bearing deposits
	                1,052,685
	            1,000,000

	
Investment securities available for sale
	
3,867,785
	
1,391,394

	
Loans
	
57,031,669
	
57,429,303

	
Allowance for loan losses
	                  (688,750)
	              (612,506)

	

Net loans
	
56,342,919
	
56,816,797

	
Real estate acquired for development
	
307,863
	
307,863

	
Premises and equipment
	
1,938,148
	
1,957,013

	
Federal Home Loan Bank stock
	
1,187,700
	
1,187,700

	     Interest receivable
	                   373,735
	               370,097

	     Investment in limited partnership
	                   205,344
	               245,344

	
Other assets
	
1,569,961
	            1,305,051

	

Total assets
	
$71,477,797
	
$69,851,104

	
	
	

	LIABILITIES 
	
	

	
Deposits
	

	


	       Noninterest-bearing deposits
	            $  4,024,841
	        $  3,913,255

	       Interest-bearing deposits
	              43,032,147
	          39,352,402

	            Total deposits
	              47,056,988
	          43,265,657

	
Advances from Federal Home Loan Bank
	              16,000,000
	          18,500,000

	
Other liabilities
	                   516,639
	               390,611

	

Total liabilities
	              63,573,627
	          62,156,268

	
	
	

	COMMITMENTS AND CONTINGENT LIABILITIES
	
	

	
	
	

	SHAREHOLDERS’ EQUITY
	
	

	
Preferred stock, without par value:
	
	

	

Authorized and unissued – 2,000,000 shares
	
- - - -
	
- - - -

	
Common stock, without par value:
	
	

	

Authorized – 5,000,000 shares
	
	

	

Issued – 1,350,605 shares
	
3,064,874
	            3,070,676

	     Additional paid-in capital
	                   132,491
	               108,442

	
Retained earnings
	
4,699,043
	            4,498,593

	
Accumulated other comprehensive income 
	                       7,762 
	                 17,125

	

Total shareholders’ equity
	                7,904,170
	
7,694,836

	

Total liabilities and shareholders’ equity
	
$71,477,797
	
$69,851,104

	
	
	

	
	
	

	See notes to consolidated condensed financial statements.


 Home Financial Bancorp

consolidated condensed statementS of income
	
	Three Months Ended

March 31,

	
	       2010
	       2009

	
	(Unaudited)

	Interest income
	
	

	
Loans
	
$    1,063,229
	
$    1,114,455

	
Deposits with financial institutions

	
10,747
	
   439

	
Investment securities
	
41,675
	
12,674

	
Federal Home Loan Bank stock
	
5,987
	
16,442

	

Total interest income
	
1,121,638
	
1,144,010

	Interest expense
	
	

	
Deposits
	
169,651
	
253,764

	
Advances from Federal Home Loan Bank
	
172,719
	
205,912

	

Total interest expense
	
  342,370
	
  459,676

	Net interest income
	
  779,268
	
  684,334

	
Provision for losses on loans
	
90,000
	
106,000

	Net interest income after provision for losses on loans
	
  689,268
	
  578,334

	Other income
	
	

	
Service charges on deposit accounts
	
108,648
	
103,550

	
Gain on available for sale securities
	                     35,593
	                     - - - - -

	     Equity in loss of limited partnership
	                    (16,000)
	                    (11,400)

	
Other income
	
 69,117
	
 53,785

	

Total other income
	
197,358
	
145,935

	Other expenses
	
	

	
Salaries and employee benefits
	
309,635
	
259,816

	
Net occupancy expenses
	
31,054
	
32,896

	
Equipment expenses
	
 8,670
	
 7,793

	
Computer processing fees
	
91,871
	
127,279

	     Printing and office supplies
	                     13,003
	                     11,233

	
Legal and accounting fees
	
  9,931
	
  8,595

	     Director and committee fees
	                     16,500
	                     17,850

	     Advertising expense
	                     16,600
	                     21,170

	     Repossessed property expense
	                     47,944
	                     95,160

	
Other expenses
	                   116,623
	                   149,567

	

Total other expenses
	
  661,831
	
  731,359

	Income before income taxes
	                   224,795
	                      (7,090)

	
Income tax expense (benefit)
	                     75,760
	                    (29,670)

	Net income 
	              $   149,035
	              $     22,580

	
	
	

	Basic net income per share
	              $      .11
	              $      .02

	Diluted net income per share
	              $      .11
	              $      .02

	Dividend per share
	              $      .03
	              $      .03

	
	
	

	See notes to consolidated condensed financial statements.


Home Financial Bancorp

consolidated condensed statementS of income
	
	Nine Months Ended

March 31,

	
	       2010
	       2009

	
	(Unaudited)

	Interest income
	
	

	
Loans
	
$    3,166,893
	
$    3,380,168

	
Deposits with financial institutions

	
32,626
	
18,123

	
Investment securities
	
102,682
	
44,563

	
Federal Home Loan Bank stock
	
20,998
	
37,823

	

Total interest income
	
3,323,199
	
3,480,677

	Interest expense
	
	

	
Deposits
	
557,919
	
827,159

	
Advances from Federal Home Loan Bank
	
579,245
	
666,952

	

Total interest expense
	
1,137,164
	
1,494,111

	Net interest income
	
2,186,035
	
1,986,566

	
Provision for losses on loans
	
260,000
	
226,000

	Net interest income after provision for losses on loans
	
1,926,035
	
1,760,566

	Other income
	
	

	
Service charges on deposit accounts
	
370,967
	
375,197

	
Gain on sale of real estate acquired for development
	                     - - - - -
	                     55,590

	     Gain on available for sale securities
	                     68,292
	                     - - - - -

	     Equity in loss of limited partnership
	                    (40,000)
	                    (36,806)

	
Other income
	
208,652
	
172,616

	

Total other income
	
607,911
	
566,597

	Other expenses
	
	

	
Salaries and employee benefits
	
914,091
	
864,566

	
Net occupancy expenses
	
92,355
	
95,550

	
Equipment expenses
	
24,532
	
24,531

	
Computer processing fees
	
287,817
	
328,456

	     Printing and office supplies
	                     38,693
	                     38,571

	
Legal and accounting fees
	
82,029
	
104,524

	     Director and committee fees
	                     51,900
	                     56,300

	     Advertising expense
	                     54,867
	                     65,811

	     Repossessed property expense
	                   124,277
	                   190,145

	
Other expenses
	                   371,176
	                   390,051

	

Total other expenses
	
2,041,737
	
2,158,505

	Income before income taxes
	                   492,209
	                   168,658

	
Income tax expense (benefit)
	                   168,720
	                    (13,950)

	Net income 
	             $    323,489
	             $    182,608

	
	
	

	Basic net income per share
	              $      .25
	              $      .14

	Diluted net income per share
	              $      .25
	              $      .14

	Dividend per share
	              $      .09
	              $      .09

	
	
	

	See notes to consolidated condensed financial statements.


Home Financial Bancorp

CONSOLIDATED CONDENSED STATEMENTS OF SHAREHOLDERS’ EQUITY

	
	      2010
	     2009

	
	(Unaudited)

	
	
	

	Balance, July 1
	               $7,694,836
	               $7,681,867

	Net income
	                    323,489
	                    182,608

	Purchase of common stock
	                       (7,133)
	                     (13,097)

	RRP shares earned
	                      24,050
	                      17,417

	Cash dividends
	                   (121,709)
	                   (122,023)

	Net change in unrealized gain/loss on securities available for sale
	                       (9,363)
	                      15,015 

	
	
	

	Balance, March 31
	              $ 7,904,170
	              $ 7,761,787

	
	
	

	
	
	

	See notes to consolidated condensed financial statements.


Home Financial Bancorp

consolidated condensed statementS of cash flows

	
	Nine Months Ended

March 31,

	
	       2010
	     2009

	
	(Unaudited)

	OPERATING ACTIVITIES
	
	

	Net income
	           $    323,489
	           $    182,608

	Adjustments to reconcile net income to net cash

  Provided by operating activities:
	
	

	
Provision for loan losses
	                 260,000
	                 226,000

	
Depreciation

	                   63,531
	                   61,936

	     Investment securities gains
	                  (68,292)
	                   - - - - -

	     Loss on sale of foreclosed assets
	                   10,391
	                   54,190

	     Gain on sale of real estate acquired for development
	                   - - - - -
	                  (55,590)

	     Loss from operations of limited partnership
	                   40,000
	                   36,806

	
Change in interest receivable
	                    (3,639)
	                   43,534

	     Amortization of unearned RRP shares
	                   24,050
	                   17,417

	
Other adjustments
	                   20,511                  
	                (148,746)                  

	

Net cash provided by operating activities
	                 670,041
	                 418,155

	
	
	

	INVESTING ACTIVITIES
	
	

	Purchase of interest-bearing deposits
	                  (52,685)
	             (6,500,000)

	Proceeds from maturity of interest-bearing deposits
	                   - - - - -
	              5,900,000

	Proceeds from maturities and repayments of investment 
securities available for sale
	                   57,828
	                 127,625

	Purchases of securities available for sale
	             (4,190,204)
	                   - - - - -

	Proceeds from sales of securities available for sale
	              1,702,552
	                   - - - - -

	Net change in loans
	                (158,297)
	              1,646,269

	Purchases of premises and equipment
	                  (44,666) 
	                  (28,210) 

	Proceeds from sale of foreclosed assets
	                 255,759
	                 183,503

	Purchases of real estate acquired for development
	                   - - - - -
	                  (11,084)

	Proceeds from sale of real estate acquired for development
	                   - - - - -
	                   13,600

	Net cash provided (used) by investing activities
	             (2,429,713)
	              1,331,703

	
	
	

	FINANCING ACTIVITIES
	
	

	Net change in:
	
	

	
Deposits – noninterest bearing
	                 111,586
	                (262,039)

	
Deposits – interest bearing
	              3,679,745
	              3,711,137

	Proceeds from Federal Home Loan Bank advances
	              3,500,000
	              2,000,000

	Repayment of Federal Home Loan Bank advances 
	             (6,000,000)     
	             (5,000,000)     

	Purchase of common stock
	                    (7,133)
	                  (13,097)

	Cash dividends
	                (162,714)
	                (122,023)

	Net cash provided by financing activities
	              1,121,484
	                 313,978


	
	Nine Months Ended

	
	March 31,

	
	       2010
	      2009

	
	(Unaudited)

	
	

	NET CHANGE IN CASH AND CASH EQUIVALENTS
	               (638,188)
	             2,063,836

	
	
	

	CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD
	             5,269,845
	             4,797,222

	
	
	

	CASH AND CASH EQUIVALENTS, END OF PERIOD
	        $   4,631,657
	        $   6,861,058

	
	
	

	ADDITIONAL CASH FLOWS AND SUPPLEMENTARY INFORMATION
	
	

	Interest paid
	       $    1,140,694
	       $    1,501,138

	Income tax paid
	                    3,500                                
	                  29,840                                

	
	
	

	
	
	

	See notes to consolidated condensed financial statements.

	
	
	


Home Financial Bancorp

notes to consolidated condensed financial statements

NOTE A:  Basis of Presentation

The unaudited interim consolidated condensed financial statements include the accounts of Home Financial Bancorp (“Company”) and its subsidiaries, Owen Community Bank, s.b. (“Bank”) and OCB Insurance Agency, Inc. (“OCBIA”).

The unaudited interim consolidated condensed financial statements do not include all information and disclosures required by generally accepted accounting principles for complete financial statements.  These consolidated, condensed financial statements should be read in conjunction with the consolidated financial statements and notes thereto included in the Company’s annual audited report for the fiscal year ended June 30, 2009. The significant accounting policies followed by the Company and Bank for interim financial reporting are consistent with the accounting policies followed for annual financial reporting.  All adjustments, consisting of normal recurring adjustments, which in the opinion of management are necessary for a fair presentation of the results for the periods reported, have been included in the accompanying consolidated financial statements.  The results of operations for the nine months ended March 31, 2010 are not necessarily indicative of those expected for the remainder of the year.  The consolidated condensed balance sheet of the Company as of June 30, 2009 has been derived from the audited consolidated balance sheet of the Company as of that date.

NOTE B:  Earnings Per Share
Earnings per share were computed as follows:
	For  the  Three  Months  Ended
	
	
	
	
	
	
	

	March 31,
	
	2010
	
	
	
	2009
	

	
	
	Weighted
	Per 
	
	
	Weighted
	Per 

	
	Net
	Average
	Share 
	
	Net
	Average
	Share 

	
	Income
	Shares
	Amount
	
	Income
	Shares
	Amount

	Basic Earnings Per Share:
	
	
	
	
	
	
	

	    Income Available to
	
	
	
	
	
	
	

	    Common Stockholders
	 $  149,035
	  1,315,872
	 $       0.11
	
	 $   22,580
	  1,312,195
	 $       0.02

	Effect of Dilutive Securities
	0
	  0 
	
	
	0
	  899  
	

	Diluted Earnings Per Share:
	
	
	
	
	
	
	

	    Income Available to
	
	
	
	
	
	
	

	    Common Stockholders
	$  149,035
	    1,315,872 
	 $       0.11
	
	$   22,580
	    1,313,094 
	 $       0.02

	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	


	For  the  Nine  Months  Ended
	
	
	
	
	
	
	

	March 31,
	
	2010
	
	
	
	2009
	

	
	
	Weighted
	Per 
	
	
	Weighted
	Per 

	
	Net
	Average
	Share 
	
	Net
	Average
	Share 

	
	Income
	Shares
	Amount
	
	Income
	Shares
	Amount

	Basic Earnings Per Share:
	
	
	
	
	
	
	

	    Income Available to
	
	
	
	
	
	
	

	    Common Stockholders
	 $  323,489
	  1,312,905
	 $       0.25
	
	 $  182,608
	  1,310,898
	 $       0.14

	Effect of Dilutive Securities
	0
	  151  
	
	
	0
	  920  
	

	Diluted Earnings Per Share:
	
	
	
	
	
	
	

	    Income Available to
	
	
	
	
	
	
	

	    Common Stockholders
	$  323,489
	    1,313,056 
	 $       0.25
	
	$  182,608
	    1,311,818 
	 $       0.14

	
	
	
	
	
	
	
	


NOTE C:  Other Comprehensive Income 
	
	
	2010
	

	
	
	Tax
	

	For the Three Months Ended 
	Before-Tax
	(Expense)
	Net-of-Tax

	March 31
	Amount
	Benefit
	Amount

	Unrealized losses on securities:
	
	
	

	  Unrealized holding losses arising during the quarter
	$         (12,716)
	$             5,035
	$           (7,681)

	  Less: reclassification adjustment for gains realized in net income
	           35,593
	           (14,095)
	             21,498

	Other comprehensive loss 
	$         (48,309)
	$           19,130 
	$         (29,179)

	
	
	
	


	
	
	2009
	

	
	
	Tax
	

	For the Three Months Ended 
	Before-Tax
	(Expense)
	Net-of-Tax

	March 31
	Amount
	Benefit
	Amount

	Unrealized losses on securities:
	
	
	

	  Unrealized holding losses arising during the quarter
	$           (5,002)
	$             1,981
	$           (3,021)

	  Less: reclassification adjustment for gains realized in net income
	           ----------
	           ----------
	           ----------

	Other comprehensive loss 
	$           (5,002)
	$             1,981 
	$           (3,021)

	
	
	
	


	
	
	2010
	

	
	
	Tax
	

	For the Nine Months Ended 
	Before-Tax
	(Expense)
	Net-of-Tax

	March 31
	Amount
	Benefit
	Amount

	Unrealized gains on securities:
	
	
	

	  Unrealized holding gains arising during the year
	$           52,790
	$         (20,905) 
	$           31,885

	  Less: reclassification adjustment for gains realized in net income
	            68,292
	           (27,044)
	             41,248

	Other comprehensive loss 
	$         (15,502)
	$             6,139 
	$           (9,363)

	
	
	
	


	
	
	2009
	

	
	
	Tax
	

	For the Nine Months Ended 
	Before-Tax
	(Expense)
	Net-of-Tax

	March 31
	Amount
	Benefit
	Amount

	Unrealized gains on securities:
	
	
	

	  Unrealized holding gains arising during the year
	$           24,858
	$           (9,844) 
	$           15,014

	  Less: reclassification adjustment for gains realized in net income
	           ----------
	           ----------
	           ----------

	Other comprehensive income 
	$           24,858
	$           (9,844) 
	$           15,014

	
	
	
	


Management’s Discussion and Analysis or Plan of Operation.        

General

Home Financial Bancorp (“Company”) is an Indiana corporation which was organized in February 1996 to become a bank holding company upon its acquisition of all the capital stock of Owen Community Bank, s.b. (“Bank”) in connection with the Bank’s conversion from mutual to stock form.  The Company became the Bank’s holding company at July 1, 1996.  

During the quarter ended March 31, 2005, the Company filed with the Securities and Exchange Commission (“SEC”) to deregister its common stock and cease reporting obligations under the Securities Act of 1934. The Company will no longer file periodic reports with the SEC, including Forms 10-K, 10-Q and 8-K. In addition, the Company’s shares were voluntarily delisted from trading on the Nasdaq SmallCap Market and subsequently trades under the symbol “HWEN” and is traded on the OTC Bulletin Board.
The Bank is a community-oriented financial institution offering selected financial services to meet the needs of the communities it serves.  The Bank attracts deposits from the general public and historically has used such deposits, together with other funds, primarily to originate one-to-four-family residential loans.  The Bank also originates commercial mortgage, consumer and, to a lesser extent, construction loans.  The Bank serves communities in Owen, Putnam and surrounding counties through its main office located in Spencer, Indiana, and its branch in Cloverdale, Indiana.

The Company’s results of operations depend primarily upon the level of net interest income, which is the difference between the interest income earned on its interest-earning assets such as loans and investments, and the costs of the Company’s interest-bearing liabilities, primarily deposits and borrowings.  Results of operations are also dependent upon the level of the Company’s non-interest income, including fee income and service charges, and affected by the level of its non-interest expenses, including its general and administrative expenses.

BSF, Inc. (“BSF”) is the wholly owned subsidiary of the Bank, which engages in purchasing and developing large tracts of real estate.  After land is purchased, BSF subdivides the real estate into lots, makes improvements such as streets and sells individual lots, usually on contract.

The Bank entered into a Partnership Agreement with Area Ten Development, Inc., a wholly owned subsidiary of Area 10 Council on Aging of Monroe and Owen Counties, Inc., to finance construction and development of Cunot Apartments, L.P., a low income senior housing project.  The total cost of the project was approximately $1.4 million.  The Bank purchased a 99% limited partnership interest for approximately $700,000.

During the quarter, the Bank recorded $16,000 as its share of net operating losses from the project, reducing its net investment to $205,000 at March 31, 2010.  Income tax credits related to this investment were completely utilized as of June 30, 2009.

The Bank’s investment in the project is eligible for income tax credits over the fifteen-year life of the Agreement.  In order to maximize the benefit of the tax credits, the project must maintain an acceptable occupancy rate and prove that it qualifies for the tax credits on an annual basis.  In addition, there are no assurances that changes in tax laws will not affect the availability of low income tax credits in future years.

During the quarter ended September 30, 2004, the Company organized OCB Insurance Agency, Inc. as a wholly owned subsidiary. OCBIA was formed to engage in insurance product sales. The Company initially funded OCBIA with a $10,000 capital contribution. 
Asset Quality

Management has established valuation allowances sufficient to absorb estimated losses or exposure inherent in the Bank’s asset structure.  Adjustments to these allowances reflect management’s assessment of various risk factors which include, but are not limited to, changes in the type and volume of the lending portfolio, level and trend of loan delinquencies, size of individual credit exposure, and effectiveness of collection efforts.  

Loan loss provisions were $90,000 and $106,000 for the quarters ended March 31, 2010 and 2009, respectively.  A regular assessment of loan loss allowance adequacy indicated that these provisions were required to maintain an appropriate allowance level.  Among other factors, loan delinquency and foreclosure trends will influence the timing and amount of future provisions to the Bank’s allowance for loan losses. At March 31, 2010, after net losses and recoveries, the allowance for loan losses was $689,000 or 1.21% of total loans, compared to $613,000 or 1.07% of total loans at June 30, 2009.  
Management considered the allowance for loan losses at March 31, 2010, to be adequate to cover estimated losses inherent in the loan portfolio at that date, including probable losses that could be reasonably estimated.  Such belief is based upon an analysis of loans currently outstanding, past loss experience, current economic conditions and other factors and estimates that are subject to change and reevaluation over time.
The following table sets forth the changes affecting the allowance for loan losses for the nine months ended March 31, 2010 and March 31, 2009:

Balance, July 1, 2009

$612,506

Balance, July 1, 2008
             $591,831
Provision for loan losses
  260,000

Provision for loan losses
  226,000

Recoveries


      6,072 

Recoveries


      4,196


Loans charged off
              (189,828)

Loans charged off
              (240,803)


Balance, March 31, 2010
$688,750

Balance, March 31, 2009
$581,224
Loans delinquent 90 days or more totaled $2.5 million or 4.3% of total loans at March 31, 2010, compared to $2.6 million or 4.6% of total loans at June 30, 2009.  At March 31, 2010 and June 30, 2009, non-performing assets totaled $3.3 million or 4.6% of total assets and $3.4 million or 4.8% of total assets, respectively. Non-performing assets included $840,000 in Real Estate Owned (“REO”) and other repossessed properties at March 31, 2010, compared to $733,000 at June 30, 2009.
At March 31, 2010, unrealized market gain on equity securities available for sale totaled less than $1,000. Net unrealized market gain on debt securities available for sale was $12,000 at that date. A deferred tax liability of $5,000 relates to unrealized tax expense associated with the securities noted above.
Liquidity and Capital Resources
The Company’s most liquid assets are cash and interest bearing deposits.  The levels of these assets are dependent on the Company’s operating, financing and investing activities.  At March 31, 2010 and June 30, 2009, cash and interest-bearing deposits totaled $5.7 million and $6.3 million, respectively. 

The Company’s primary sources of funds include principal and interest payments on loans, loan maturities, and repayments on investment securities. While scheduled loan repayments and proceeds from investment securities are relatively predictable, deposit flows and early repayments are more influenced by interest rates, general economic conditions and competition.  The Company attempts to price its deposits to meet asset-liability objectives and local market conditions.

If the Company requires funds beyond its ability to generate them internally, it has the ability to borrow funds from the FHLB of Indianapolis.  Federal law limits an institution’s borrowings from the FHLB to 20 times the amount paid for capital stock in the FHLB, subject to regulatory capital requirements.  As a policy matter, however, the FHLB of Indianapolis typically limits the amount of borrowings from the FHLB to 50% of adjusted assets (total assets less borrowings).  Based on the percentage of Company assets classified as “qualified investments” excess borrowing capacity was approximately $3.6 million at the end of the third quarter.  At March 31, 2010, borrowing from the FHLB totaled $16 million.  

Shareholders’ equity was $7.9 million or 11.1% of total assets at March 31, 2010.  Book value at March 31, 2010 was $5.85 per share based on 1,350,605 outstanding shares.  All regulatory capital requirements for the Bank were met as of March 31, 2010.  Although the real estate development operations of the Bank’s subsidiary are permissible activities under the Bank’s charter, the OTS requires that the Bank deduct its investment in the subsidiary from its capital for purposes of calculating regulatory capital amounts and ratios.

The Bank’s actual and required capital amounts (in thousands) and ratios were as follows as of March 31, 2010.

	
	Actual
	Required For Adequate Capital*
	Required To Be Well Capitalized*

	
	Amount
	Ratio
	Amount
	Ratio
	Amount
	Ratio

	
	
	
	
	
	
	

	Total capital *(to risk weighted assets)
	$7,486
	18.1%
	$3,317
	8.0%
	$4,147
	10.0%

	
	
	
	
	
	
	

	Tier 1 capital *(to risk weighted assets)
	6,968
	16.8%
	1,659
	4.0%
	2,488
	6.0%

	
	
	
	
	
	
	

	Tier 1 capital *(to adjusted total assets)
	6,968
	9.9%
	2,828
	4.0%
	3,536
	5.0%

	
	
	
	
	
	
	

	*As defined by the regulatory agencies
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