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EXPLANATORY NOTE

Standard Financial Corp., a Maryland corporation (the �Registrant� or the �Company�), was formed to serve as the stock
holding company for Standard Bank, PaSB (�Standard Bank� or the �Bank�) as part of its conversion from the mutual to
the stock form of ownership which occurred on October 6, 2010. As of September 30, 2010, the conversion had not
been completed, and, as of that date, the Registrant had no assets or liabilities, and had not conducted any business
other than that of an organizational nature. Accordingly, financial and other information of Standard Bank and
Standard Mutual Holding Company are included in this Annual Report.
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PART I

ITEM 1. Business

Forward Looking Statements

This annual report contains forward-looking statements, which can be identified by the use of words such as �estimate,�
�project,� �believe,� �intend,� �anticipate,� �plan,� �seek,� �expect,� �will,� �may� and words of similar meaning. These forward-looking
statements include, but are not limited to:

� statements of our goals, intentions and expectations;

� statements regarding our business plans, prospects, growth and operating strategies;

� statements regarding the asset quality of our loan and investment portfolios; and

� estimates of our risks and future costs and benefits.

These forward-looking statements are based on our current beliefs and expectations and are inherently subject to
significant business, economic and competitive uncertainties and contingencies, many of which are beyond our
control. In addition, these forward-looking statements are subject to assumptions with respect to future business
strategies and decisions that are subject to change. We are under no duty to and unless required under the federal
securities laws, we do not undertake any obligation to update any forward-looking statements after the date of this
annual report.

The following factors, among others, could cause actual results to differ materially from the anticipated results or
other expectations expressed in the forward-looking statements:

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

� competition among depository and other financial institutions;

� inflation and changes in the interest rate environment that reduce our margins or reduce the fair value of
financial instruments;

� adverse changes in the securities markets;

� changes in laws or government regulations or policies affecting financial institutions, including changes in
regulatory fees and capital requirements;

� our ability to enter new markets successfully and capitalize on growth opportunities;

� our ability to successfully integrate acquired entities, if any;

� changes in consumer spending, borrowing and savings habits;

� changes in accounting policies and practices, as may be adopted by the bank regulatory agencies, the Financial
Accounting Standards Board, the Securities and Exchange Commission and the Public Company Accounting
Oversight Board;
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� changes in our organization, compensation and benefit plans;

� changes in our financial condition or results of operations that reduce capital available to pay dividends; and

� changes in the financial condition or future prospects of issuers of securities that we own.

Because of these and other uncertainties, our actual future results may be materially different from the results
indicated by these forward-looking statements.

Standard Financial Corp.

Standard Financial Corp. is a Maryland corporation that owns all of the outstanding shares of common stock of
Standard Bank upon completion of the mutual-to-stock conversion which occurred on October 6, 2010. Other than
matters of an organizational nature, Standard Financial Corp. did not engage in any business as of September 30,
2010.

1
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Upon completion of the stock conversion on October 6, 2010, a total of 3,478,173 shares of common stock were
issued in the offering. 3,360,554 shares were subscribed for by depositors of Standard Bank, other investors in the
subscription and community offerings and the Employee Stock Ownership Plan at a purchase price of $10.00 per
share. 117,619 shares were issued to Standard Charitable Foundation. The shares of common stock began trading on
the Nasdaq Capital Market under the trading symbol �STND� on October 7, 2010.

Our executive offices are located at 2640 Monroeville Boulevard, Monroeville, Pennsylvania 15146. Our telephone
number at this address is (412) 856-0363.

Standard Bank

Standard Bank is a Pennsylvania chartered savings bank headquartered in Murrysville, Pennsylvania. Standard Bank
was organized in 1913, and reorganized into the mutual holding company structure in 1998. As of September 30,
2010, Standard Bank was the wholly owned subsidiary of Standard Mutual Holding Company, a Pennsylvania mutual
holding company. On a consolidated basis, as of September 30, 2010, Standard Mutual Holding Company had total
assets of $435.1 million, total loans of $286.1 million, total deposits of $316.2 million and equity of $45.3 million. We
provide financial services to individuals, families and businesses through our ten banking offices located in the
Pennsylvania counties of Allegheny, Westmoreland and Bedford and Allegany County, Maryland.

Standard Bank�s business consists primarily of accepting deposits from the general public and investing those deposits,
together with funds generated from operations and borrowings, in commercial real estate loans, one- to four-family
residential mortgage loans, home equity loans and lines of credit, commercial business loans and investment
securities. To a much lesser extent, we also originate construction loans and consumer loans. Standard Bank offers a
variety of deposit accounts, including savings accounts, certificates of deposit, money market accounts, commercial
and regular checking accounts and individual retirement accounts.

Standard Bank�s executive offices are located at 2640 Monroeville Boulevard, Monroeville, Pennsylvania 15146. Our
telephone number at this address is (412) 856-0363. Our website address is www.standardbankpa.com.  Information
on our website is not incorporated into this Annual Report and should not be considered part of this Annual Report.

Market Area

We conduct our operations from our ten branch offices (nine of which are full service) located in the Pennsylvania
counties of Allegheny, Westmoreland and Bedford and Allegany County, Maryland. Standard Bank considers its
primary market area to be eastern Allegheny, Westmoreland, northern Fayette and southern Bedford counties in
Pennsylvania and Allegany County, Maryland.

Our market area did not fully benefit from the national economic expansion during the period prior to the current
economic recession, and as a result, it has not been as severely affected during the current economic recession. The
national unemployment rate has remained over 9% and real estate prices across the country have declined
substantially in many markets. Recently, there have been some signs of economic improvement nationally and in our
market area, although the unemployment rate in the eastern portion of our market area remains somewhat higher than
the respective unemployment rates of Pennsylvania and Maryland, respectively.

In comparison to many areas throughout the country, real estate values in our market have been reasonably stable, as
many areas in the country experienced more significant increases in real estate values during the past decade.
Management believes that this, combined with a more moderate employment situation within our market area, has
resulted in a less severe decline in real estate market values in our market area compared to many other parts of the
country.
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Our market area has a broad range of private employers, and has changed its focus from heavy industry to more
specialized industries and service providers, including technology, health care, education and finance. Allegheny
County, Pennsylvania is the headquarters for seven Fortune 500 companies, including H.J. Heinz, USX Corporation
and Alcoa Inc. Westmoreland County is east of Allegheny County and is part of the Pittsburgh metropolitan area.
Allegany County, Maryland is part of the Cumberland, Maryland-West Virginia metropolitan area, which is

2

Edgar Filing: Standard Financial Corp. - Form 10-K

Table of Contents 8



Table of Contents

equidistant from Pittsburgh and Baltimore, and its economy includes information technology, biotechnology, medical
services and manufacturing.

Median household income levels in Standard Bank�s market area have been mixed. Allegheny County, Pennsylvania
and Allegany County, Maryland have trailed the median household income growth rate of their respective states and
the nation over the last several years, while Westmoreland and Fayette Counties have outpaced it. However, the
median household income in each of the counties within our market area is substantially less than their respective
states and nationally.

Competition

We face intense competition in our market areas both in making loans and attracting deposits. We compete with
commercial banks, savings institutions, mortgage brokerage firms, credit unions, finance companies, mutual funds,
insurance companies and investment banking firms. Some of our competitors have greater name recognition and
market presence that benefit them in attracting business, and offer certain services that we do not or cannot provide.

Our deposit sources are primarily concentrated in the communities surrounding our banking offices, located in the
Pennsylvania counties of Allegheny, Westmoreland and Bedford and Allegany County, Maryland. As of June 30,
2010 (the latest date for which information is publicly available), we ranked 29th in deposit market share out of 33
bank and thrift institutions with offices in Allegheny County, Pennsylvania with a market share of less than 1.0%, 9th
in deposit market share out of 22 bank and thrift institutions in Westmoreland County, Pennsylvania with a market
share of 3.0%, 7th in deposit market share out of 9 bank and thrift institutions in Bedford County, Pennsylvania, with
a market share of 3.5% and 5th in deposit market share out of 5 bank and thrift institutions in Allegany County,
Maryland with a market share of 6.4%.

Lending Activities

Our primary lending activities are the origination of one- to four-family residential mortgage loans, commercial real
estate loans, commercial business loans and home equity loans and lines of credit. To a lesser extent, we also originate
construction loans and consumer loans.

One- to Four-Family Residential Mortgage Loans.  At September 30, 2010, $141.7 million, or 48.6%, of our total
loan portfolio, consisted of one- to four-family residential mortgage loans. We offer fixed-rate and adjustable-rate
residential mortgage loans with maturities generally up to 30 years.

One- to four-family residential mortgage loans are generally underwritten according to Freddie Mac guidelines, and
we refer to loans that conform to such guidelines as �conforming loans.� We generally originate both fixed- and
adjustable-rate mortgage loans in amounts up to the maximum conforming loan limits as established by the Office of
Federal Housing Enterprise Oversight, which is generally $417,000 for single-family homes. However, loans in
excess of $417,000 (which are referred to as �jumbo loans�) may be generally originated for retention in our loan
portfolio, and not for sale to Freddie Mac. Our maximum loan amount for these loans is generally $750,000. We
originate fixed- and adjustable-rate loans with terms of up to 30 years. We generally underwrite jumbo loans in the
same manner as conforming loans.

We will originate loans with loan-to-value ratios in excess of 80%, up to and including a loan-to-value ratio of 95%.
We require private mortgage insurance for loans with loan-to-value ratios in excess of 89%. During the fiscal year
ended September 30, 2010, we originated $14.7 million of one- to four-family residential mortgage loans with
loan-to-value ratios in excess of 80%.
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We currently retain the servicing rights on loans sold to generate fee income. For the fiscal year ended September 30,
2010, we received loan servicing fees of $120,000. As of September 30, 2010, the principal balance of loans serviced
for others totaled $15.9 million.

We offer special programs for first-time home purchasers and low- and moderate-income home purchasers. The
property must be located within our lending area in a low-moderate census tract. Household income may not exceed
80% at median income of the Metropolitan Statistical Area. All bank-earned fees are waived.
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Other than our loans for the construction of one- to four-family residential mortgage loans (described under
�� Construction Loans�) and home equity lines of credit (described under �� Home Equity Loans and Lines of Credit�), we
do not offer �interest only� mortgage loans on one- to four-family residential properties (where the borrower pays
interest for an initial period, after which the loan converts to a fully amortizing loan). We also do not offer loans that
provide for negative amortization of principal, such as �Option ARM� loans, where the borrower can pay less than the
interest owed on the loan, resulting in an increased principal balance during the life of the loan. We do not offer
�subprime loans� (loans that generally target borrowers with weakened credit histories typically characterized by
payment delinquencies, previous charge-offs, judgments, bankruptcies, or borrowers with questionable repayment
capacity as evidenced by low credit scores or high debt-burden ratios) or Alt-A loans (traditionally defined as loans
having less than full documentation).

Commercial Real Estate Loans.  At September 30, 2010, $86.1 million, or 29.7%, of our total loan portfolio, consisted
of commercial real estate loans. Properties securing our commercial real estate loans primarily include business
owner-occupied properties, small office buildings and office suites. We generally seek to originate commercial real
estate loans with initial principal balances of up to $3.0 million. Substantially all of our commercial real estate loans
are secured by properties located in our primary market area. At September 30, 2010, our largest commercial real
estate loan relationship had a principal balance of $3.2 million and was secured by first mortgages on office and
warehouse buildings. This loan was performing in accordance with its terms at September 30, 2010.

In the underwriting of commercial real estate loans, we generally lend up to the lesser of 80% of the property�s
appraised value or purchase price. We base our decision to lend primarily on the economic viability of the property
and the creditworthiness of the borrower. In evaluating a proposed commercial real estate loan, we emphasize the ratio
of the property�s projected net cash flow to the loan�s debt service requirement (generally requiring a preferred ratio of
1.25x), computed after deduction for a vacancy factor and property expenses we deem appropriate. Personal
guarantees are usually obtained from commercial real estate borrowers. We require title insurance, fire and extended
coverage casualty insurance, and, if appropriate, flood insurance, in order to protect our security interest in the
underlying property. Almost all of our commercial real estate loans are generated internally by our loan officers.

Commercial real estate loans generally carry higher interest rates and have shorter terms than one- to four-family
residential mortgage loans. Commercial real estate loans, however, entail greater credit risks compared to the one- to
four-family residential mortgage loans we originate, as they typically involve larger loan balances concentrated with
single borrowers or groups of related borrowers. In addition, the payment of loans secured by income-producing
properties typically depends on the successful operation of the property, as repayment of the loan generally is
dependent, in large part, on sufficient income from the property to cover operating expenses and debt service. Changes
in economic conditions that are not in the control of the borrower or lender could affect the value of the collateral for
the loan or the future cash flow of the property. Additionally, any decline in real estate values may be more
pronounced for commercial real estate than residential properties.

Home Equity Loans and Lines of Credit.  In addition to traditional one- to four-family residential mortgage loans, we
offer home equity loans and home equity lines of credit that are secured by the borrower�s primary residence,
secondary residence or one- to four-family investment properties. At September 30, 2010, our home equity loans and
lines of credit totaled $47.5 million and represented 16.3% of our total loan portfolio. Our home equity loans are
originated with fixed rates of interest and with terms of up to 20 years. Home equity lines of credit have a maximum
term of 20 years. The borrower is permitted to draw against the line during the first ten years of the line of credit.
During this draw period, repayments are made at 2% of the unpaid balance monthly basis. After this initial 10-year
draw period, the borrower is required to make payments to principal based on a 10-year amortization. Our home
equity lines of credit are currently originated with adjustable rates of interest. Home equity loans and lines of credit
are generally underwritten with the same criteria that we use to underwrite one- to four-family residential mortgage
loans. For a borrower�s primary residence, home equity loans and lines of credit may be underwritten with a
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loan-to-value ratio of 89% when combined with the principal balance of the existing mortgage loan, while the
maximum loan-to-value ratio on secondary residences and investment properties is 75% when combined with the
principal balance of the existing mortgage loan. We require appraisals on home equity loans and lines of credit. At the
time we close a home equity loan or line of credit, we record a mortgage to perfect our security interest in the
underlying collateral. At September 30, 2010 our in-house maximum limit for a home equity loan or a line of credit
was $250,000 without title insurance; any higher amounts require title insurance.

4

Edgar Filing: Standard Financial Corp. - Form 10-K

Table of Contents 12



Table of Contents

Home equity loans and lines of credit entail greater credit risks compared to the one- to four-family residential
mortgage loans we originate, as they typically involve higher loan-to-value ratios. Therefore, any decline in real estate
values may have a more detrimental effect on home equity loans and lines of credit compared to one- to four-family
residential mortgage loans.

Commercial Business Loans.  We make various types of secured and unsecured commercial business loans to
customers in our market area for the purpose of working capital and other general business purposes. The terms of
these loans generally range from less than one year to a maximum of ten years. The loans are either negotiated on a
fixed-rate basis or carry adjustable interest rates indexed to a lending rate that is determined internally, or a short-term
market rate index. We seek to originate loans to small- and medium-size businesses with principal balances between
$150,000 and $750,000. At September 30, 2010, we had commercial business loans outstanding totaling
$10.0 million, or 3.4% of the total loan portfolio.

Commercial credit decisions are based upon our credit assessment of the loan applicant. We evaluate the applicant�s
ability to repay in accordance with the proposed terms of the loan and we assess the risks involved. Personal
guarantees of the principals are typically obtained. In addition to evaluating the loan applicant�s financial statements,
we consider the adequacy of the primary and secondary sources of repayment for the loan. Credit agency reports of
the applicant�s personal credit history supplement our analysis of the applicant�s creditworthiness. Collateral supporting
a secured transaction also is analyzed to determine its marketability. Commercial business loans generally have higher
interest rates than residential loans of like duration because they have a higher risk of default since their repayment
generally depends on the successful operation of the borrower�s business and the sufficiency of any collateral.

At September 30, 2010, our largest commercial business loan had a principal balance of $1.0 million and was secured
primarily by conservation-related federal tax credits. This loan was an interest-only loan which was scheduled to
mature upon approval by the Internal Revenue Service (�IRS�) of the tax credits. The loan was current as to interest
payments as of September 30, 2010; however this loan was considered impaired due to delays in the approval of the
related tax credits by the IRS and the extension of the interest-only payment period.

Construction Loans.  We make commercial construction loans for rental properties, commercial buildings and homes
built by developers on speculative, undeveloped property. The terms of commercial construction loans are made in
accordance with our commercial loan policy. Advances on construction loans are made in accordance with a schedule
reflecting the cost of construction, but are generally limited to an 80% loan-to-completed-appraised-value ratio.
Repayment of construction loans on non-residential properties is normally expected from the property�s eventual rental
income, income from the borrower�s operating entity or the sale of the subject property. In the case of
income-producing property, repayment is usually expected from permanent financing upon completion of
construction. We typically provide the permanent mortgage financing on our construction loans on income-producing
property. Construction loans are interest-only loans during the construction period, which typically do not exceed
12 months, and convert to permanent, amortizing financing following the completion of construction. At
September 30, 2010, construction loans totaled $3.2 million, or 1.1%, of total loans receivable. At September 30,
2010, the additional unadvanced portion of these construction loans totaled $1.3 million.

Generally, before making a commitment to fund a construction loan, we require an appraisal of the property by a
state-certified or state-licensed appraiser. We review and inspect properties before disbursement of funds during the
term of the construction loan.

Construction financing generally involves greater credit risk than long-term financing on improved, owner-occupied
real estate. Risk of loss on a construction loan depends largely upon the accuracy of the initial estimate of the value of
the property at completion of construction compared to the estimated cost (including interest) of construction and
other assumptions. If the estimate of construction cost is inaccurate, we may be required to advance additional funds
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beyond the amount originally committed in order to protect the value of the property. Moreover, if the estimated value
of the completed project is inaccurate, the borrower may hold a property with a value that is insufficient to assure full
repayment of the construction loan upon the sale of the property. In the event we make a land acquisition loan on
property that is not yet approved for the planned development, there is the risk that approvals will not be granted or
will be delayed. Construction loans also expose us to the risk that
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improvements will not be completed on time in accordance with specifications and projected costs. In addition, the
ultimate sale or rental of the property may not occur as anticipated.

Loan Originations, Purchases, Sales, Participations and Servicing.  All loans that we originate are underwritten
pursuant to our policies and procedures, which incorporate standard underwriting guidelines, including those of
Freddie Mac, to the extent applicable. We originate both adjustable-rate and fixed-rate loans. Our loan origination and
sales activity may be adversely affected by a rising interest rate environment that typically results in decreased loan
demand. Most of our one- to four-family residential mortgage loan originations are generated by our loan officers.

Historically, we have retained in our portfolio the majority of loans that we originate, although in recent years we have
sold most of our longer term loans to Freddie Mac and the Federal Home Loan Bank of Pittsburgh, with loan servicing
rights retained. During the fiscal years 2010 and 2009, we sold $1.5 million and $2.4 million, respectively, of
fixed-rate loans as originated, primarily with terms of 15 years and longer, to assist us in managing interest rate risk.

We sell our loans with the servicing rights retained on residential mortgage loans, and we intend to continue this
practice in the future, subject to the pricing of retaining such servicing rights. At September 30, 2010, we were
servicing loans owned by others with a principal balance of $15.9 million. Loan servicing includes collecting and
remitting loan payments, accounting for principal and interest, contacting delinquent borrowers, supervising
foreclosures and property dispositions in the event of unremedied defaults, making certain insurance and tax payments
on behalf of the borrowers and generally administering the loans. We retain a portion of the interest paid by the
borrower on the loans we service as consideration for our servicing activities.

From time to time, we enter into participations in commercial loans with other banks. In these circumstances, we will
generally follow our customary loan underwriting and approval policies. At September 30, 2010 we had $8.6 million
in loan participations.

From time to time, we have purchased residential loans from other financial institutions. At September 30, 2010 the
unpaid balance of these loans was $926,000.

Loan Approval Procedures and Authority.  Our lending activities follow written, non-discriminatory underwriting
standards and loan origination procedures established by our Board of Directors. The loan approval process is
intended to assess the borrower�s ability to repay the loan and value of the property that will secure the loan. To assess
the borrower�s ability to repay, we review the borrower�s employment and credit history and information on the
historical and projected income and expenses of the borrower. We require �full documentation� on all of our loan
applications.

Our policies and loan approval limits are established by the Board of Directors. Loans in amounts up to $200,000 (for
consumer loans), $1.0 million (for residential real estate loans), and $1.0 million (for commercial loans) can be
approved by designated individual officers or officers acting together with specific lending approval authority.
Relationships in excess of these amounts require the approval of the Board of Directors or its loan committee.

We require appraisals of all real property securing one- to four-family residential and commercial real estate loans and
home equity loans and lines of credit. All appraisers are state-licensed or state-certified appraisers, and our practice is
to have local appraisers approved by the Board of Directors annually.

Investments

Our Investment Committee, which is comprised of our Chief Executive Officer, our Chief Financial Officer and our
Controller, has primary responsibility for implementing our investment policy, which is established by our Board of
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Directors. The general investment strategies are developed and authorized by the Investment Committee in
consultation with our Board of Directors. The Investment Committee is responsible for the execution of specific
investment actions. These officers are authorized to execute investment transactions of up to $1.0 million per
investment security and $5.0 million for mortgage-backed securities per transaction without the Board of Directors
prior approval (provided the transactions are within the scope of the established investment policy). The investment

6

Edgar Filing: Standard Financial Corp. - Form 10-K

Table of Contents 16



Table of Contents

policy is reviewed annually by the Investment Committee, and any changes to the policy are subject to approval by
the full Board of Directors. The overall objectives of the Investment Policy are to maintain a portfolio of high quality
and diversified investments to maximize interest income over the long term and to minimize risk, to provide collateral
for borrowings, to provide additional earnings when loan production is low, and, when appropriate, to reduce our tax
liability. The policy dictates that investment decisions give consideration to the safety of principal, liquidity
requirements and interest rate risk management. All securities transactions are reported to the Board of Directors on a
monthly basis.

Our current investment policy permits investments in securities issued by the U.S. Government as well as
mortgage-backed securities, municipal securities, corporate bonds and direct obligations of Fannie Mae, Freddie Mac
and Government National Mortgage Association. The investment policy also permits, with certain limitations,
investments in certificates of deposit, collateralized mortgage obligations and mutual funds (limited to adjustable rate
mortgage funds). The policy also permits limited investments in equity securities. Our current investment policy does
not permit investment in stripped mortgage-backed securities or derivatives as defined in federal banking regulations,
or in other high-risk securities.

Our investment policy expressly prohibits the use of our investment portfolio for market-oriented trading activities or
speculative purposes unless otherwise approved by our Board of Directors. It is not our intention to profit in our
investment account from short-term securities price movements. Accordingly, we do not currently have a trading
account for investment securities.

We designate a security as either held to maturity, available-for-sale, or trading, based upon our ability and intent.
Securities available-for-sale and trading securities are reported at market value and securities held to maturity are
reported at amortized cost. A periodic review and evaluation of the available-for-sale and held-to-maturity securities
portfolios is conducted to determine if the fair value of any security has declined below its carrying value and whether
such decline is other-than-temporary. The fair values of mortgage-backed securities are based on quoted market prices
or, when quoted prices in active markets for identical assets are not available, are based on matrix pricing, which is a
mathematical technique that relies on the securities� relationship to other benchmark quoted prices.

At September 30, 2010, all of such securities were classified as available for sale. Our securities portfolio at
September 30, 2010, consisted primarily of securities with the following carrying value: $26.9 million of
U.S. government and agency obligations, $22.6 million of mortgage-backed securities issued by U.S. Government
agencies and U.S. Government-sponsored enterprises; $19.1 million in municipal obligations, $7.8 million in
corporate bonds; $1.2 million in equity securities and $686,000 in collateralized mortgage obligations. At
September 30, 2010, none of the collateral underlying our securities portfolio was considered subprime or Alt-A. See
�Management�s Discussion of Financial Condition and Results of Operations � Balance Sheet Analysis: September 30,
2010 and September 30, 2009 � Investment Securities Portfolio� for a discussion of the recent performance of our
securities portfolio.

We purchase mortgage-backed securities insured or guaranteed by Fannie Mae, Freddie Mac or Government National
Mortgage Association. Historically, we have invested in mortgage-backed securities to achieve positive interest rate
spreads with minimal administrative expense and to lower our credit risk as a result of the guarantees provided by
Freddie Mac, Fannie Mae or Government National Mortgage Association. However, in September 2008, the Federal
Housing Finance Agency placed Freddie Mac and Fannie Mae into conservatorship. The U.S. Treasury Department
has established financing agreements to ensure that Freddie Mac and Fannie Mae meet their obligations to holders of
mortgage-backed securities that they have issued or guaranteed. These actions have not affected the markets for
mortgage-backed securities issued by Freddie Mac or Fannie Mae.
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Mortgage-backed securities are securities issued in the secondary market that are collateralized by pools of mortgages.
Certain types of mortgage-backed securities are commonly referred to as �pass-through� certificates because the
principal and interest of the underlying loans is �passed through� to investors, net of certain costs, including servicing
and guarantee fees. Mortgage-backed securities typically are collateralized by pools of one- to four-family or
multifamily (loans on properties with 5 or more units) mortgages, although we invest primarily in mortgage-backed
securities backed by one- to four-family mortgages. The issuers of such securities pool and resell the participation
interests in the form of securities to investors such as Standard Bank. The interest rate on the
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security is lower than the interest rates on the underlying loans to allow for payment of servicing and guaranty fees.
Government National Mortgage Association, a U.S. Government agency, and government sponsored enterprises, such
as Fannie Mae and Freddie Mac, either guarantee the payments or guarantee the timely payment of principal and
interest to investors. Mortgage-backed securities are more liquid than individual mortgage loans since there is an
active trading market for such securities. In addition, mortgage-backed securities may be used to collateralize our
borrowings. Investments in mortgage-backed securities involve a risk that actual payments will be greater or less than
the prepayment rate estimated at the time of purchase, which may require adjustments to the amortization of any
premium or accretion of any discount relating to such interests, thereby affecting the net yield on our securities.
Current prepayment speeds determine whether prepayment estimates require modification that could cause
amortization or accretion adjustments.

Sources of Funds

General.  Deposits traditionally have been our primary source of funds for our investment and lending activities. We
also borrow from the Federal Home Loan Bank of Pittsburgh to supplement cash flow needs. Our additional sources
of funds are scheduled loan payments, maturing investments, loan repayments, customer repurchase agreements,
retained earnings, income on other earning assets and the proceeds of loan sales.

Deposits.  We accept deposits primarily from the areas in which our offices are located. We rely on our competitive
pricing and products, convenient locations and quality customer service to attract and retain deposits. We offer a
variety of deposit accounts with a range of interest rates and terms. Our deposit accounts consist of savings accounts,
certificates of deposit and regular checking accounts.

Interest rates, maturity terms, service fees and withdrawal penalties are established on a periodic basis. Deposit rates
and terms are based primarily on current operating strategies and market interest rates, liquidity requirements and our
deposit growth goals.

Borrowings.  Our borrowings consist of advances from the Federal Home Loan Bank of Pittsburgh and funds
borrowed from customers under repurchase agreements. At September 30, 2010, Federal Home Loan Bank advances
totalled $37.8 million, or 9.7%, of total liabilities and our repurchase agreements totalled $3.4 million, or 0.9%, of
total liabilities. At September 30, 2010, we had access to additional Federal Home Loan Bank advances of up to
$98.9 million. Advances from the Federal Home Loan Bank of Pittsburgh are secured by our investment in the
common stock of the Federal Home Loan Bank of Pittsburgh as well as by a blanket pledge on our assets not
otherwise pledged. Repurchase agreements are secured by mortgage-backed securities.

Subsidiary Activities

Standard Bank has one subsidiary, Westmoreland Investment Company, which is a Delaware corporation that holds
residential mortgage loans originated by Standard Bank.

Expense and Tax Allocation

Standard Bank has entered into an agreement with Standard Financial Corp. to provide it with certain administrative
support services, whereby Standard Bank will be compensated at not less than the fair market value of the services
provided. In addition, Standard Bank and Standard Financial Corp. have entered into an agreement to establish a
method for allocating and for reimbursing the payment of their consolidated tax liability.

Personnel
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As of September 30, 2010, we had 88 full-time equivalent employees. Our employees are not represented by any
collective bargaining group. Management believes that we have a good working relationship with our employees.
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SUPERVISION AND REGULATION

General

Standard Bank is supervised and examined by the Pennsylvania Department of Banking as the issuer of its charter,
and by the FDIC as the insurer of its deposits and its primary federal regulator. Standard Bank also is regulated to a
lesser extent by the Federal Reserve Board, governing reserves to be maintained against deposits and other matters.
This system of state and federal regulation and supervision establishes a comprehensive framework of activities in
which an institution may engage and is intended primarily for the protection of the FDIC�s deposit insurance fund and
depositors, and not for the protection of security holders. Standard Bank is periodically examined by the Pennsylvania
Department of Banking and the FDIC to ensure that it satisfies applicable standards with respect to its capital
adequacy, assets, management, earnings, liquidity and sensitivity to market interest rates. Following examinations, the
Pennsylvania Department of Banking and the FDIC prepare reports for the consideration of Standard Bank�s Board of
Directors on any operating deficiencies. Standard Bank�s relationship with its depositors also is regulated to a great
extent by federal law and, to a much lesser extent, state law, especially in matters concerning the ownership of deposit
accounts and the form and content of Standard Bank�s loan documents.

As a bank holding company, Standard Financial Corp. is required to file certain reports with, is subject to examination
by, and otherwise must comply with the rules and regulations of the Pennsylvania Department of Banking and the
Federal Reserve Board. Standard Financial Corp. is also subject to the rules and regulations of the Securities and
Exchange Commission under the federal securities laws.

Any change in these laws or regulations, whether by the FDIC, the Pennsylvania Department of Banking, the Federal
Reserve Board or Congress, could have a material adverse impact on Standard Financial Corp., Standard Bank and
their operations. See �Risk Factors � Recently enacted financial reform legislation will, among other things, create a new
Consumer Financial Protection Bureau, tighten capital standards, and result in new laws and regulations that are
expected to increase our costs of operations.�

Set forth below is a brief description of certain regulatory requirements that are applicable to Standard Bank and
Standard Financial Corp. The description below is limited to certain material aspects of the statutes and regulations
addressed, and is not intended to be a complete description of such statutes and regulations and their effects on
Standard Bank and Standard Financial Corp.

Banking Regulation

Pennsylvania Savings Bank Law.  The Pennsylvania Banking Code of 1965, as amended (the �Banking Code�), contains
detailed provisions governing the organization, operations, corporate powers, savings and investment authority,
branching rights and responsibilities of directors, officers and employees of Pennsylvania savings banks. A
Pennsylvania savings bank may locate or change the location of its principal place of business and establish an office
anywhere in, or adjacent to, Pennsylvania, with the prior approval of the Pennsylvania Department of Banking. The
Banking Code delegates extensive rulemaking power and administrative discretion to the Department of Banking in
its supervision and regulation of state-chartered savings banks. The Pennsylvania Department of Banking may order
any savings bank to discontinue any violation of law or unsafe or unsound business practice and may direct any
trustee, officer, attorney, or employee of a savings bank engaged in an objectionable activity, after the Pennsylvania
Department of Banking has ordered the activity to be terminated, to show cause at a hearing before the Pennsylvania
Department of Banking why such person should not be removed.

Capital Requirements.  Under the FDIC�s regulations, federally insured state-chartered banks that are not members of
the Federal Reserve System (�state non-member banks�), such as Standard Bank, are required to comply with minimum
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leverage capital requirements. For an institution determined by the FDIC to not be anticipating or experiencing
significant growth and to be, in general, a strong banking organization rated composite 1 under Uniform Financial
Institutions Ranking System established by the Federal Financial Institutions Examination Council, the minimum
capital leverage requirement is a ratio of Tier 1 capital to total assets of 3.0%. For all other institutions, the minimum
leverage capital ratio is not less than 4.0%. Tier 1 capital is the sum of common stockholder�s equity, noncumulative
perpetual preferred stock (including any related surplus) and minority
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investments in certain subsidiaries, less intangible assets (except for certain servicing rights and credit card
relationships) and certain other specified items.

In addition, FDIC regulations require state non-member banks to maintain certain ratios of regulatory capital to
regulatory risk-weighted assets, or �risk-based capital ratios.� Risk-based capital ratios are determined by allocating
assets and specified off-balance sheet items to four risk-weighted categories ranging from 0.0% to 100.0%. State
non-member banks must maintain a minimum ratio of total capital to risk-weighted assets of at least 8.0%, of which at
least one-half must be Tier 1 capital. Total capital consists of Tier 1 capital plus Tier 2 or supplementary capital items,
which include allowances for loan losses in an amount of up to 1.25% of risk-weighted assets, cumulative preferred
stock and certain other capital instruments, and a portion of the net unrealized gain on equity securities. The
includable amount of Tier 2 capital cannot exceed the amount of the institution�s Tier 1 capital.

Standard Bank is also subject to capital guidelines of the Pennsylvania Department of Banking. Although not adopted
in regulation form, the Pennsylvania Department of Banking requires 6% leverage capital and 10% risk-based capital.
The components of leverage and risk-based capital are substantially the same as those defined by the FDIC.

Prompt Corrective Action.  Under federal regulations, a bank is considered to be (i) �well capitalized� if it has total
risk-based capital of 10.0% or more, Tier 1 risk-based capital of 6.0% or more, Tier I leverage capital of 5.0% or
more, and is not subject to any written capital order or directive; (ii) �adequately capitalized� if it has total risk-based
capital of 8.0% or more, Tier I risk-based capital of 4.0% or more and Tier I leverage capital of 4.0% or more (3.0%
under certain circumstances), and does not meet the definition of �well capitalized�; (iii) �undercapitalized� if it has total
risk-based capital of less than 8.0%, Tier I risk-based capital of less than 4.0% or Tier I leverage capital of less than
4.0% (3.0% under certain circumstances); (iv) �significantly undercapitalized� if it has total risk-based capital of less
than 6.0%, Tier I risk-based capital less than 3.0%, or Tier I leverage capital of less than 3.0%; and (v) �critically
undercapitalized� if its ratio of tangible equity to total assets is equal to or less than 2.0%. Federal regulations also
specify circumstances under which a federal banking agency may reclassify a well capitalized institution as
adequately capitalized, and may require an adequately capitalized institution to comply with supervisory actions as if
it were in the next lower category (except that the FDIC may not reclassify a significantly undercapitalized institution
as critically undercapitalized). As of September 30, 2010, Standard Bank was �well-capitalized� for this purpose.

At September 30, 2010, Standard Bank�s capital exceeded all applicable requirements.

Loans-to-One-Borrower Limitation.  Under federal regulations, with certain limited exceptions, a Pennsylvania
chartered savings bank may lend to a single or related group of borrowers on an �unsecured� basis an amount equal to
15% of its unimpaired capital and surplus. An additional amount may be lent, equal to 10% of unimpaired capital and
surplus, if such loan is secured by readily marketable collateral, which is defined to include certain securities and
bullion, but generally does not include real estate. Our internal policy, however, is to make no loans either
individually or in the aggregate to one entity in excess of $3.8 million. However, in special circumstances this limit
may be exceeded subject to the approval of the Board of Directors.

Activities and Investments of Insured State-Chartered Banks.  Federal law generally limits the activities and equity
investments of state-chartered banks insured by the FDIC to those that are permissible for national banks. Under
regulations dealing with equity investments, an insured state bank generally may not, directly or indirectly, acquire or
retain any equity investment of a type, or in an amount, that is not permissible for a national bank. An insured state
bank is not prohibited from, among other things: (i) acquiring or retaining a majority interest in a subsidiary;
(ii) investing as a limited partner in a partnership the sole purpose of which is direct or indirect investment in the
acquisition, rehabilitation, or new construction of a qualified housing project, provided that such limited partnership
investments may not exceed 2% of the bank�s total assets; (iii) acquiring up to 10% of the voting stock of a company
that solely provides or reinsures liability insurance for directors, trustees or officers, or blanket bond group insurance
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coverage for insured depository institutions; and (iv) acquiring or retaining the voting shares of a depository
institution if certain requirements are met.
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Capital Distributions.  The federal banking agencies have indicated that paying dividends that deplete a depository
institution�s capital base to an inadequate level would be an unsafe and unsound banking practice. Under the FDIC
Improvement Act of 1991, a depository institution may not pay any dividend if payment would cause it to become
undercapitalized or if it already is undercapitalized. Moreover, the federal agencies have issued policy statements that
provide that bank holding companies and insured banks should generally only pay dividends out of current operating
earnings. Federal banking regulators have the authority to prohibit banks and bank holding companies from paying a
dividend if the regulators deem such payment to be an unsafe or unsound practice.

Standard Bank is also subject to regulatory restrictions on the payment and amounts of dividends under the Banking
Code. The Banking Code states, in part, that dividends may be declared and paid by Standard Bank only out of
accumulated net earnings.

Community Reinvestment Act and Fair Lending Laws.  Under the Community Reinvestment Act of 1977 (�CRA�), the
FDIC is required to assess the record of all financial institutions regulated by it to determine if such institutions are
meeting the credit needs of the community (including low and moderate income areas) which they serve. CRA
performance evaluations are based on a four-tiered rating system: Outstanding, Satisfactory, Needs to Improve and
Substantial Noncompliance. CRA performance evaluations are considered in evaluating applications for such things
as mergers, acquisitions and applications to open branches. Standard Bank has a CRA rating of �Satisfactory.�

Transactions with Related Parties.  Transactions between banks and their related parties or affiliates are limited by
Sections 23A and 23B of the Federal Reserve Act. An affiliate of a bank is any company or entity that controls, is
controlled by or is under common control with the bank. In a holding company context, the parent bank holding
company and any companies which are controlled by such parent holding company are affiliates of the bank.

Generally, Sections 23A and 23B of the Federal Reserve Act and Regulation W (i) limit the extent to which the bank
or its subsidiaries may engage in �covered transactions� with any one affiliate to an amount equal to 10.0% of such
institution�s capital stock and surplus, and contain an aggregate limit on all such transactions with all affiliates to an
amount equal to 20.0% of such institution�s capital stock and surplus and (ii) require that all such transactions be on
terms substantially the same, or at least as favorable, to the institution or subsidiary as those provided to non-affiliates.
The term �covered transaction� includes the making of loans, purchase of assets, issuance of a guarantee and other
similar transactions. In addition, loans or other extensions of credit by the financial institution to the affiliate are
required to be collateralized in accordance with the requirements set forth in Section 23A of the Federal Reserve Act.

The Sarbanes-Oxley Act of 2002 generally prohibits loans by a company to its executive officers and directors.
However, the law contains a specific exception for loans by a depository institution to its executive officers and
directors in compliance with federal banking laws assuming such loans are also permitted under the law of the
institution�s chartering state. Under such laws, the Standard Bank�s authority to extend credit to executive officers,
directors and 10% shareholders (�insiders�), as well as entities under such person�s control, is limited. The law limits
both the individual and aggregate amount of loans Standard Bank may make to insiders based, in part, on the Standard
Bank�s capital position and requires certain Board approval procedures to be followed. Such loans are required to be
made on terms substantially the same as those offered to unaffiliated individuals and not involve more than the normal
risk of repayment. There is an exception for loans made pursuant to a benefit or compensation program that is widely
available to all employees of the institution and does not give preference to insiders over other employees. Loans to
executive officers are further limited by specific categories.

Standards for Safety and Soundness.  Federal law requires each federal banking agency to prescribe certain standards
for all insured depository institutions. These standards relate to, among other things, internal controls, information
systems and audit systems, loan documentation, credit underwriting, interest rate risk exposure, asset growth,
compensation, and other operational and managerial standards as the agency deems appropriate. Interagency
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guidelines set forth the safety and soundness standards that the federal banking agencies use to identify and address
problems at insured depository institutions before capital becomes impaired. If the appropriate federal banking agency
determines that an institution fails to meet any standard prescribed by the guidelines, the agency may require the
institution to submit to the agency an acceptable plan to achieve compliance with the standard. If an institution fails to
meet these standards, the appropriate federal banking agency may require the institution to
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implement an acceptable compliance plan. Failure to implement such a plan can result in further enforcement action,
including the issuance of a cease and desist order or the imposition of civil money penalties.

Insurance of Deposit Accounts.  Standard Bank�s deposits are insured up to applicable limits by the FDIC. Under the
FDIC�s risk-based assessment system, insured institutions are assigned to one of four risk categories based on
supervisory evaluations, regulatory capital levels and certain other risk factors. An institution is assigned an
assessment rate from 7 to 77.5 basis points based upon the risk category to which it is assigned.

In 2009, the FDIC imposed a special emergency assessment on all insured institutions in order to cover losses to the
Deposit Insurance Fund resulting from bank failures. Standard Bank recorded an expense of $177,000 during the
quarter ended June 30, 2009, to reflect the special assessment. In addition, in lieu of further special assessments, the
FDIC required all insured depository institutions to prepay on December 30, 2009 their estimated quarterly risk-based
assessments for the fourth quarter of 2009, and for all of 2010, 2011, and 2012. Estimated assessments for the fourth
quarter of 2009 and for all of 2010 were based upon the assessment rate in effect on September 30, 2009, with 3 basis
points added for the 2011 and 2012 assessment rates. In addition, a 5% annual growth in the assessment base was
assumed. Prepaid assessments are to be applied against the actual quarterly assessments until exhausted, and may not
be applied to any special assessments that may occur in the future. Any unused prepayments will be returned to the
institution on June 30, 2013. On December 30, 2009, Standard Bank prepaid approximately $1.5 million in estimated
assessment fees. Because the prepaid assessments represent the prepayment of future expense, they do not affect
Standard Bank�s capital (the prepaid asset will have a risk-weighting of 0%) or tax obligations. The balance of prepaid
FDIC assessment fees at September 30, 2010 was $1.2 million.

In November 2010, as required by the Dodd Frank Act, the Federal Deposit Insurance Corporation proposed to revise
the assessment base to consist of average consolidated total assets during the assessment period minus the average
tangible equity during the assessment period. In addition, the proposed revisions would eliminate the adjustment for
secured borrowings and make certain other changes to the impact of unsecured borrowings and brokered deposits on
an institution�s deposit insurance assessment. The proposed rule also revises the assessment rate schedule to provide
assessments ranging from five to 45 basis points. No assurance can be given as to the final form of the proposed
regulations or its impact on Standard Bank.

Insurance of deposits may be terminated by the FDIC upon a finding that an institution has engaged in unsafe or
unsound practices, is in an unsafe or unsound condition to continue operations or has violated any applicable law,
regulation, rule, order or condition imposed by the FDIC. We do not currently know of any practice, condition or
violation that may lead to termination of our deposit insurance.

In addition to the FDIC assessments, the Financing Corporation (�FICO�) is authorized to impose and collect, with the
approval of the FDIC, assessments for anticipated payments, issuance costs and custodial fees on bonds issued by the
FICO in the 1980s to recapitalize the former Federal Savings and Loan Insurance Corporation. For the quarter ended
September 30, 2010, the annualized FICO assessment rate equaled 1.04 basis points for each $100 in domestic
deposits maintained at an institution. The bonds issued by the FICO are due to mature in 2017 through 2019.

Temporary Liquidity Guarantee Program.  The FDIC�s Transaction Account Guarantee (TAG) Program, one of two
components of the Temporary Liquidity Guarantee Program, provides full federal deposit insurance coverage for
noninterest-bearing transaction deposit accounts, regardless of dollar amount. Standard Bank opted to participate in
this program, which was initially set to expire on December 31, 2009. On August 26, 2009, the FDIC extended the
program until June 30, 2010, and revised the annualized assessment rate charged for the guarantee to between 15 and
25 basis points, depending on the institution�s risk category, on balances in noninterest-bearing transaction accounts
that exceed the existing deposit insurance limit of $250,000. We opted into the extension. On April 13, 2010, the
FDIC announced a second extension of the program until December 31, 2010, and that it retained the discretion to
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further extend the program until December 31, 2011 without further rulemaking. We did opt into the extension.

The Dodd Frank-Wall Street Reform and Consumer Protection Act included a two-year extension of the TAG
Program, though the extension does not apply to all accounts covered under the current program. The extension
through December 31, 2012 applies only to non-interest bearing transaction accounts. Beginning January 1, 2011,
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