
United Community Bancorp
Form 10-K
September 30, 2015

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549

FORM 10-K

(Mark One)

xANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF1934
For the fiscal year ended June 30, 2015

or

¨TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACTOF 1934
For the transition period from _____ to _____

Commission file number: 0-51800

UNITED COMMUNITY BANCORP

(Exact Name of Registrant as Specified in Its Charter)

Indiana 80-0694246
(State or Other Jurisdiction of

Incorporation or Organization)

(I.R.S. Employer

Identification No.)

92 Walnut Street, Lawrenceburg, Indiana 47025
(Address of Principal Executive Offices) (Zip Code)

Registrant’s telephone number, including area code: (812) 537-4822

Edgar Filing: United Community Bancorp - Form 10-K

1



Securities registered pursuant to Section 12(b) of the Act:

Common Stock, par value $0.01 per share The NASDAQ Stock Market LLC
Title of Class Name of each exchange on which registered

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
YES ¨ NO x

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. YES ¨ NO x

Indicate by check mark whether the registrant (l) has filed all reports required to be filed by Section 13 or 15(d) of the
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
YES ¨ NO x

The aggregate market value of the voting and non-voting common equity held by non-affiliates as of December 31,
2014 was $48.7 million. The number of shares outstanding of the registrant’s common stock as of September 28, 2015
was 4,533,382.
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Note on Forward-Looking Statements

This report, like many written and oral communications presented by United Community Bancorp and our authorized
officers, may contain certain forward-looking statements regarding our prospective performance and strategies within
the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act
of 1934, as amended. We intend such forward-looking statements to be covered by the safe harbor provisions for
forward-looking statements contained in the Private Securities Litigation Reform Act of 1995, and are including this
statement for purposes of said safe harbor provisions.

Forward-looking statements, which are based on certain assumptions and describe future plans, strategies, and
expectations of the Company, are generally identified by use of the words “anticipate,” “believe,” “estimate,”
“expect,” “intend,” “plan,” “project,” “seek,” “strive,” “try,” or future or conditional verbs such as “will,”
“would,” “should,” “could,” “may,” or similar expressions. Our ability to predict results or the actual effects of our
plans or strategies is inherently uncertain. Accordingly, actual results may differ materially from anticipated results.

There are a number of factors, many of which are beyond our control, that could cause actual conditions, events, or
results to differ significantly from those described in our forward-looking statements. These factors include, but are
not limited to:

•
general economic conditions, either nationally or in some or all of the areas in which we and our customers conduct
our respective businesses;

• conditions in the securities markets and real estate markets or the banking industry;

•
changes in interest rates, which may affect our net income, prepayment penalty income, and other future cash flows,
or the market value of our assets, including our investment securities;

• changes in deposit flows and wholesale borrowing facilities;

•
changes in the demand for deposit, loan, and investment products and other financial services in the markets we
serve;

• changes in our credit ratings or in our ability to access the capital markets;
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• changes in our customer base or in the financial or operating performance of our customers’ businesses;

• changes in real estate values, which could impact the quality of the assets securing the loans in our portfolio;

• changes in the quality or composition of our loan or securities portfolios;

• changes in competitive pressures among financial institutions or from non-financial institutions;

•
the ability to successfully integrate any assets, liabilities, customers, systems, and management personnel of any
banks we may acquire, into our operations, and our ability to realize related revenue synergies and cost savings
within expected time frames;

• our ability to retain key members of management;

•
our timely development of new lines of business and competitive products or services in a changing environment, and
the acceptance of such products or services by our customers;

•
any interruption or breach of security resulting in failures or disruptions in customer account management, general
ledger, deposit, loan, or other systems;

• any interruption in customer service due to circumstances beyond our control;

•potential exposure to unknown or contingent liabilities of companies we have acquired or target for acquisition;

1
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•
the outcome of pending or threatened litigation, or of other matters before regulatory agencies, whether currently
existing or commencing in the future;

•environmental conditions that exist or may exist on properties owned by, leased by, or mortgaged to the Company;

•
operational issues stemming from, and/or capital spending necessitated by, the potential need to adapt to industry
changes in information technology systems, on which we are highly dependent;

•
changes in our estimates of future reserves based upon the periodic review thereof under relevant regulatory and
accounting requirements;

•
changes in our capital management policies, including those regarding business combinations, dividends, and share
repurchases, among others;

•

changes in legislation, regulation, policies, or administrative practices, whether by judicial, governmental, or
legislative action, including, but not limited to, the impact of the Dodd-Frank Wall Street Reform and Consumer
Protection Act, and other changes pertaining to banking, securities, taxation, rent regulation and housing,
environmental protection, and insurance; and the ability to comply with such changes in a timely manner;

• additional FDIC special assessments or required assessment prepayments;

• changes in accounting principles, policies, practices or guidelines;

• the ability to keep pace with, and implement on a timely basis, technological changes;

•
changes in the monetary and fiscal policies of the U.S. Government, including policies of the U.S. Department of the
Treasury and the Board of Governors of the Federal Reserve System;

• war or terrorist activities; and

•
other economic, competitive, governmental, regulatory, and geopolitical factors affecting our operations, pricing, and
services.
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Additional factors that may affect our results are discussed in this Annual Report on Form 10-K under “Item 1A. Risk
Factors.” The Company wishes to caution readers not to place undue reliance on any such forward-looking
statements, which speak only as of the date made. The Company wishes to advise readers that the factors listed above
could affect the Company’s financial performance and could cause the Company’s actual results for future periods to
differ materially from any opinions or statements expressed with respect to future periods in any current statements.

The Company does not undertake the responsibility, and specifically disclaims any obligation, to publicly release the
result of any revisions, which may be made to any forward-looking statements to reflect events or circumstances after
the date of such statements or to reflect the occurrence of anticipated or unanticipated events.

PART I

Item 1. Business

United Community Bancorp. United Community Bancorp, Inc. is an Indiana corporation (“United Community
Bancorp” or the “Company”) that was incorporated in March 2011 to be the successor corporation to old United
Community Bancorp (“Old United Community Bancorp”), the former stock holding company for United Community
Bank (the “Bank”), upon completion of the mutual-to-stock conversion of United Community MHC, the former mutual
holding company for United Community Bancorp. The mutual-to-stock conversion was completed on January 9,
2013. As part of the conversion, all outstanding shares of Old United Community Bancorp common stock (other than
those owned by United Community MHC) were converted into the right to receive 0.6573 of a share of United
Community Bancorp common stock resulting in 2,089,939 shares issued in the exchange without giving effect to cash
distributed for fractional shares. In addition, a total of 3,060,058 shares of common stock were sold in the subscription
and community offerings at the price of $8.00 per share, including 194,007 shares of common stock purchased by the
United Community Bancorp Employee Stock Ownership Plan (the “ESOP”). As of June 30, 2015, United Community
Bancorp had 4,610,039 shares outstanding. As a savings and loan holding company, United Community Bancorp is
subject to the regulation of the Board of Governors of the Federal Reserve System (the “Federal Reserve Board”).

2
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United Community Bancorp’s business activities consist of the ownership of the Bank’s capital stock and the
management of the offering proceeds it retained. It does not own or lease any property. Instead, it uses the premises,
equipment and other property of United Community Bank. Accordingly, the information set forth in this Annual
Report on Form 10-K, including the consolidated financial statements and related financial data, relates primarily to
the Bank.

Financial information presented in this Annual Report on Form 10-K is derived in part from the consolidated financial
statements of United Community Bancorp and subsidiaries on and after January 9, 2013 and from the consolidated
financial statements of Old United Community Bancorp and subsidiaries prior to January 9, 2013.

United Community Bank. United Community Bank is a federally chartered savings bank and was created on April 12,
1999 through the merger of Perpetual Federal Savings and Loan Association and Progressive Federal Savings Bank,
both located in Lawrenceburg, Indiana. On June 4, 2010, United Community Bank acquired three branches from
Integra Bank National Association all of which are located in Ripley County, Indiana. At June 30, 2015, we had
approximately $521.2 million in assets and $432.5 million in deposits. We operate as a community-oriented financial
institution offering a wide menu of banking services and products to consumers and businesses in our market areas.
Recent years have seen the expansion of services we offer from a traditional savings and loan product mix to those of
a full-service financial institution servicing the needs of consumer and commercial customers. United Community
Bank attracts deposits from the general public and local municipalities and uses those funds to originate one- to
four-family real estate, multi-family real estate and nonresidential real estate, construction, commercial and consumer
loans. Generally, fixed-rate one- to four-family residential conforming loans with terms of more than ten years that we
originate are sold in the secondary market with the servicing retained. Such sales generate mortgage banking income.
The remainder of our loan portfolio is originated for investment. United Community Bank also maintains an
investment portfolio. United Community Bank is regulated by the Office of the Comptroller of the Currency (the
“OCC”) and its deposits are insured up to applicable legal limits by the Federal Deposit Insurance Corporation, referred
to as the FDIC. United Community Bank is also a member of the Federal Home Loan Bank of Indianapolis.

UCB Real Estate Management Holdings, LLC. UCB Real Estate Management Holdings, LLC is a wholly-owned
subsidiary of United Community Bank. The entity was formed for the purpose of holding real estate assets that are
acquired by the Bank through, or in lieu of, foreclosure. Real estate assets held totaled $286,000 as of June 30, 2015.

UCB Financial Services, Inc. UCB Financial Services, Inc., a wholly owned subsidiary of the Bank, was formed for
the purpose of collecting commissions on investments referred from Lincoln Financial Group.

Market Areas
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We are headquartered in Lawrenceburg, Indiana, which is in the eastern part of Dearborn County, Indiana, along the
Ohio River. We currently have five branches located in Dearborn County and three branches located in adjacent
Ripley County. Dearborn and Ripley Counties represent our primary deposit markets. The primary sources of loan
originations are existing customers, walk-in traffic, advertising and referrals from customers. We advertise on
television and radio and in newspapers that are widely circulated in Dearborn, Ripley, Franklin, Ohio and Switzerland
Counties, Indiana. Accordingly, as our loan rates are competitive, we attract loans from throughout these counties.
The economy of the region in which our current offices are located has historically been a mixture of light industrial
enterprises and services. Since the mid-1990s, the economy in Lawrenceburg has been strengthened by the riverboat
casino in Lawrenceburg whose presence has supported the development of retail centers and job growth as well as an
increase in housing development. Located 20 miles from Cincinnati, Ohio, Dearborn and Ripley Counties have also
benefited from the growth in and around Cincinnati and northern Kentucky, as many residents commute to these areas
for employment.

3
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Dearborn and Ripley Counties’ road system includes eight state highways and three U.S. highways. The counties have
two rail lines and port facilities due to the proximity of the Ohio River.

Competition

We face significant competition for the attraction of deposits and origination of loans. Our most direct competition for
deposits has historically come from the several financial institutions operating in our market areas and, to a lesser
extent, from other financial service companies such as brokerage firms, credit unions and insurance companies. We
also face competition for investors’ funds from money market funds, mutual funds and other corporate and government
securities. At June 30, 2014, which is the most recent date for which data is available from the Federal Deposit
Insurance Corporation (“FDIC”), we held approximately 39.5% of the deposits held by FDIC-insured institutions in
Dearborn County, which was the largest market share out of the nine financial institutions with offices in Dearborn
County, and 10.6% of the deposits in Ripley County, which was the fifth largest market share out of the ten financial
institutions with offices in Ripley County. In addition, banks owned by large out-of-state bank holding companies
such as Fifth Third Bancorp, PNC Bank and U.S. Bancorp also operate in our market areas. These institutions are
significantly larger than us and, therefore, have significantly greater resources.

Our competition for loans comes primarily from financial institutions in our market areas, and, to a lesser extent, from
other financial service providers such as mortgage companies and mortgage brokers. Competition for loans also
comes from non-depository financial service companies which have entered the mortgage market such as insurance
companies, securities companies and specialty finance companies.

We expect competition to increase in the future as a result of legislative, regulatory and technological changes and the
continuing trend of consolidation in the financial services industry. Technological advances, for example, have
lowered the barriers to market entry, allowed banks and other lenders to expand their geographic reach by providing
services over the Internet and made it possible for non-depository institutions to offer products and services that
traditionally have been provided by banks. Competition for deposits and the origination of loans could limit our future
growth. Nevertheless, while in recent years we have steadily decreased our reliance on municipal deposits, which
decreased $11.0 million from June 30, 2014 to June 30, 2015, we continue to replace municipal deposits with core
retail deposits, which increased $14.5 million during the same period.

Lending Activities

General. We originate loans primarily for investment purposes. Historically, our primary lending activity has been the
origination of one- to four-family mortgage loans secured by homes in our local market area, particularly in Dearborn,
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Ripley, Franklin, Ohio and Switzerland Counties, Indiana. A significant portion of this historical lending activity has
been the origination for retention in our portfolio of adjustable-rate mortgage (“ARM”) loans collateralized by one- to
four-family residential real estate located within our primary market area. The low interest rate environment that has
persisted over the last few years has required that we augment adjustable rate originations with 10-year fixed rate loan
originations. In order to further complement our traditional emphasis of one- to four-family residential real estate
lending, significant segments of our loan portfolio consist of nonresidential real estate and land loans, multi-family
real estate loans and consumer loans. Between 2006 and 2010, we increased and diversified our lending efforts in the
metropolitan Cincinnati market area and, to a lesser extent, in northern Kentucky and the Indiana counties outside of
our local market area, particularly with respect to nonresidential and multi-family real estate lending. In June 2010, we
implemented a strategy to deemphasize the origination of nonresidential real estate and multi-family real estate loans,
particularly outside of Dearborn, Ripley, Franklin, Ohio and Switzerland Counties, Indiana. The strategy was
implemented to address the fact that multi-family and nonresidential real estate loans, particularly those originated
outside of the Bank’s traditional southeastern Indiana market area, experienced the most financial difficulty during the
recent economic downturn, in turn causing the Bank to incur losses and devote an inordinate amount of management
oversight to these relationships. Consequently, between June 2010 and the quarter ended December 31, 2013, our
multifamily and nonresidential real estate lending origination activity outside, and to a lesser extent inside, of
Dearborn, Ripley, Franklin, Ohio and Switzerland Counties in Indiana had been limited to the renewal, refinancing
and restructuring of these types of loans. During the quarter ended December 31, 2013 we reviewed the economic
environment in our lending markets and implemented a controlled growth strategy to prudently increase commercial
real estate lending, including in the Cincinnati and northern Kentucky markets. We have hired experienced
commercial lenders and credit staff to enhance our capacity to implement this strategy of multi-family and
nonresidential real estate loans.

4
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For additional information regarding our strategy to deemphasize the origination of multi-family and nonresidential
real estate loans, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations – Our
Operating Strategy – Improving our asset quality,” “ – Implementing a controlled growth strategy to originate
multi-family and nonresidential real estate loans to improve interest income” and “ – Risk Management – Analysis of
Nonperforming and Classified Assets.”

One- to Four-Family Residential Real Estate Loans. We offer mortgage loans to enable borrowers to purchase or
refinance existing homes, most of which serve as the primary residence of the owner. We offer fixed-rate and
adjustable-rate loans with terms up to 30 years. Borrower demand for adjustable-rate loans versus fixed-rate loans is a
function of the level of interest rates, the expectations of changes in the level of interest rates, and the difference
between the interest rates and loan fees offered for fixed-rate mortgage loans and the initial period interest rates and
loan fees for adjustable-rate loans. The relative amount of fixed-rate mortgage loans and adjustable-rate mortgage
loans that can be originated at any time is largely determined by the demand for each in a competitive environment.
The loan fees, interest rates and other provisions of mortgage loans are determined by us on the basis of our own
pricing criteria and competitive market conditions. Most of our loan originations result from relationships with
existing or past customers, members of our local community and referrals from realtors, attorneys and builders.

While one- to four-family residential real estate loans are normally originated with up to 30-year terms, such loans
typically remain outstanding for substantially shorter periods because borrowers often prepay their loans in full upon
sale of the property pledged as security or upon refinancing the original loan. Therefore, average loan maturity is a
function of, among other factors, the level of purchase and sale activity in the real estate market, prevailing interest
rates and the interest rates payable on outstanding loans. As a result of the continued low interest rate environment
during the past several years, a greater percentage of our one- to four-family loan originations consisted of fixed-rate
one- to four-family mortgage loans. Our practice in recent years has generally been to (i) sell in the secondary market
newly originated conforming fixed-rate 15-, 20- and 30-year one- to four-family residential real estate loans on a
servicing retained basis, without recourse to United Community Bank, and (ii) to hold in our portfolio fixed-rate loans
with 10-year terms or less and adjustable-rate loans. While during a nine month period in the year ending June 30,
2015 we were holding 15-year fixed rate loans; currently, we have no intention of changing our prior practice of
selling our fixed-rate loan originations, although we may determine to change this practice in the future. Historically
in higher interest rate environments consumer preference for adjustable rate mortgages has enabled us to originate
such loans for our portfolio. Therefore, in a rising interest rate environment, we expect that a greater percentage of our
loan originations will consist of adjustable-rate loans, which we generally retain in our portfolio. In the past, we have
occasionally purchased loans and purchased participation interests in loans originated by other institutions to
supplement our origination efforts. At June 30, 2015, loans serviced by United Community Bank for others totaled
$64.9 million, resulting in $165,000 in servicing fee income during the year ended June 30, 2015. At June 30, 2014,
loans serviced by United Community Bank for others totaled $68.0 million, resulting in $168,000 in servicing fee
income during the year ended June 30, 2014. During the years ended June 30, 2015 and 2014, we sold $6.3 million
and $10.5 million, respectively, of fixed-rate one- to four-family loans. As of June 30, 2015 and 2014, we had
$160,000 and $138,000, respectively, of mortgage loans held for sale recorded at the lower of cost or fair value.

Edgar Filing: United Community Bancorp - Form 10-K

13



Interest rates and payments on our adjustable-rate mortgage loans generally adjust annually after an initial fixed
period that ranges from one to seven years. Interest rates and payments on these adjustable-rate loans generally are
based on the one-year constant maturity U.S. Treasury index (three-year constant maturity U.S. Treasury index in the
case of three-year adjustable-rate loans) as published by the Federal Reserve Board in Statistical Release H.15. The
maximum amount by which the interest rate may be increased is generally two percentage points per adjustment
period and the lifetime interest rate cap ranges from five to six percentage points over the initial interest rate of the
loan. Our adjustable-rate one- to four-family mortgage loans generally do not provide for a decrease in the rate paid
below the initial contract rate. The inability of our residential real estate loans to adjust downward below the initial
contract rate can contribute to increased income in periods of declining interest rates, and also assists us in our efforts
to limit the risks to earnings and equity value resulting from changes in interest rates, subject to the risk that borrowers
may refinance these loans during periods of declining interest rates.

5
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ARM loans decrease the risk associated with changes in market interest rates by periodically repricing, but involve
other risks. As interest rates increase, the required periodic payments by the borrower increase, thus increasing the
potential for default by the borrower. At the same time, the marketability of the underlying collateral may be
adversely affected by higher interest rates. Upward adjustment of the contractual interest rate is also limited by the
maximum periodic and lifetime interest rate adjustment permitted by the terms of the ARM loans, and therefore, is
potentially limited in effectiveness during periods of rapidly rising interest rates. Decreasing interest rates could result
in a downward adjustment of the contractual interest rates, subject to interest rate floor, resulting in lower interest
income. At June 30, 2015, 35.5% of our loan portfolio consisted of one- to four-family residential loans with
adjustable interest rates.

We generally do not make conventional loans with loan-to-value ratios exceeding 95% at the time the loan is
originated. Private mortgage insurance is generally required for all fixed-rate loans with loan-to-value ratios in excess
of 80%, and all adjustable-rate loans with loan-to-value ratios exceeding 85%. We require all properties securing
mortgage loans to be appraised by a board-approved independent appraiser. We generally require title insurance on all
first mortgage loans. Borrowers must obtain hazard insurance, and flood insurance for loans on properties located in a
flood zone, before closing the loan.

We do not offer, and have not previously offered, subprime, Alt-A, low-doc, no-doc loans or loans with negative
amortization and generally do not offer interest-only loans.

At June 30, 2015, we had $141.1 million in One-to four-family real estate loans outstanding, or 54.3% of total loans.

Multi-Family Real Estate Loans. We offer adjustable-rate mortgage loans secured by multi-family real estate. Our
multi-family real estate loans are generally secured by apartment buildings within and outside our primary market
area. At June 30, 2015, approximately 57.9% of our multi-family real estate loans were secured by properties located
outside of Dearborn, Ripley, Franklin, Ohio and Switzerland Counties, Indiana, 100% of which were in the Cincinnati
and northern Kentucky markets. In June, 2010, we implemented a strategy to deemphasize the origination of
nonresidential real estate and multi-family real estate loans, particularly outside of Dearborn, Ripley, Franklin, Ohio
and Switzerland Counties, Indiana. The strategy was implemented to address the fact that multi-family and
nonresidential real estate loans, particularly those originated outside of the Bank’s traditional southeastern Indiana
market area, experienced significant financial difficulties during the recent economic downturn, which resulted in the
Bank incurring losses and being required to devote a significant amount of management’s time and energy to
overseeing these relationships. Consequently, between June 2010 and the quarter ended December 31, 2013, our
multi-family and nonresidential real estate lending origination activity outside of, and to a lesser extent within,
Dearborn, Ripley, Franklin, Ohio and Switzerland Counties in Indiana was limited to the renewal, refinancing and
restructuring of these types of loans. As part of the strategy, we amended our loan policy to reduce our concentration
limits for multi-family real estate loans to 75% of the sum of tier 1 risk-based capital plus our allowance for loan
losses. During the quarter ended December 31, 2013 we reviewed the economic environment in our lending markets
and implemented a controlled growth strategy to prudently increase multi-family and nonresidential real estate
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lending, including in the Cincinnati and Northern Kentucky markets. At June 30, 2015, no nonperforming assets were
multi-family residential real estate loans. For additional information regarding our troubled debt restructurings,
controlled growth strategy and our multi-family residential lending, see “Management’s Discussion and Analysis of
Financial Condition and Results of Operations – Our Operating Strategy – Improving our asset quality,”
“–Implementing a controlled growth strategy to originate multi-family and nonresidential real estate loans to improve
interest income” and “ – Risk Management – Analysis of Nonperforming Assets.”

These loans are typically repaid or the term is extended before maturity, in which case a new rate is negotiated to meet
market conditions and an extension of the loan is executed for a new term with a new amortization schedule. Our
portfolio primarily includes adjustable-rate multi-family real estate loans with terms up to 30 years. Interest rates and
payments on most of these loans typically adjust annually after an initial fixed term of one to seven years, with the
adjustable-rate generally being based on the prime interest rate as published in The Wall Street Journal, plus a spread.
The maximum amount by which the interest rate may be increased is generally two percentage points per adjustment
period and the lifetime interest rate cap is six percentage points over the initial interest rate of the loan. Our
adjustable-rate multi-family loans generally do not provide for a decrease in the rate paid below the initial contract
rate. Loans are secured by first mortgages that generally do not exceed 80% of the lesser of the property’s appraised
value or the purchase price, the maximum amount of which is limited by our in-house loans to one borrower limit
which currently is $6.5 million. When the borrower is a corporation, partnership or other entity, we generally require
that significant equity holders serve as co-borrowers on the loan, or, to a lesser extent, serve as a personal guarantor of
the loan. Environmental reports are generally required for all multi-family loans.

6
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Loans secured by multi-family real estate generally have larger balances and involve a greater degree of risk than one-
to four-family residential mortgage loans. A primary concern in multi-family real estate lending is the borrower’s
creditworthiness and the feasibility and cash flow potential of the project. Payments on loans secured by income
properties often depend on successful operation and management of the properties. As a result, repayment of such
loans may be subject to a greater extent than one- to four-family residential real estate loans to adverse conditions in
the real estate market or the economy. To monitor cash flows on income properties, we may require borrowers and
co-borrowers of loan relationships totaling $1.0 million or more, in the aggregate, to provide annual financial
statements and/or tax returns. In reaching a decision on whether to make a multi-family real estate loan, we consider
the net operating income of the property, the borrower’s character and expertise, credit history and profitability and the
value of the underlying property. We have generally required that the properties securing these real estate loans have
debt service coverage ratios (the ratio of earnings before debt service to debt service) of at least 1.20x.

At June 30, 2015, we had $19.3 million in multi-family real estate loans outstanding, or 7.4% of total loans. The
largest outstanding multi-family real estate loan at such date had an outstanding balance of $6.2 million and is secured
by multiple apartment buildings. This loan was performing in accordance with its original contractual terms at June
30, 2015.

Nonresidential Real Estate and Land Loans. We offer adjustable-rate mortgage loans secured by nonresidential real
estate. Our nonresidential real estate loans are generally secured by commercial buildings. These loans are typically
repaid or the term is extended before maturity, in which case a new rate is negotiated to meet market conditions and
an extension of the loan is executed for a new term with a new amortization schedule. We originate adjustable-rate
nonresidential real estate loans with terms up to 30 years. Interest rates and payments on most of these loans typically
adjust annually after an initial fixed term of one to seven years, with the adjustable-rate generally being based on the
prime interest rate as published in The Wall Street Journal, plus a spread. The maximum amount by which the interest
rate may be increased is generally two percentage points per adjustment period and the lifetime interest rate cap is six
percentage points over the initial interest rate of the loan. Loans are secured by first mortgages that generally do not
exceed 80% of the property’s appraised value or the purchase price (75% for improved land only loans and 65% for
unimproved land only loans), the maximum amount of which is limited by our in-house loans to one borrower limit
which currently is $6.8 million. When the borrower is a corporation, partnership or other entity, we may require that
significant equity holders serve as co-borrowers or as personal guarantors of the loan. As of June 30, 2015,
approximately $3.2 million, or 47.4%, of our nonperforming assets were nonresidential real estate loans. In June,
2010, we implemented a strategy to control the growth of our nonresidential real estate and multi-family real estate
loan portfolios, particularly outside of Dearborn, Ripley, Franklin, Ohio and Switzerland Counties, Indiana. The
strategy was implemented to address the fact that multi-family and nonresidential real estate loans, particularly those
originated outside of the Bank’s traditional southeastern Indiana market area, experienced the most financial difficulty
during the recent economic downturn, in turn causing the Bank to incur losses and devote an inordinate amount of
management oversight to these relationships. Consequently, between June 2010 and the quarter ended December 31,
2013, our multi-family and nonresidential real estate lending origination activity outside of, and to a lesser extent
within, Dearborn, Ripley, Franklin, Ohio and Switzerland Counties in Indiana was limited to the renewal, refinancing
and restructuring of these types of loans. As part of the strategy, we amended our loan policy to reduce our
concentration limits for nonresidential real estate loans to 100% of the sum of tier 1 risk-based capital plus our
allowance for loan losses. During the quarter ended December 31, 2013 we reviewed the economic environment in
our lending markets and implemented a controlled growth strategy to prudently increase multi-family and
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nonresidential real estate lending, including in the Cincinnati and Northern Kentucky markets. For additional
information regarding our troubled debt restructurings, controlled growth strategy and our nonresidential real estate
and land loans, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations – Our
Operating Strategy – Improving our asset quality,” “ – Implementing a controlled growth strategy to originate
multi-family and nonresidential real estate loans to improve interest income” and “ – Risk Management – Analysis of
Nonperforming and Classified Assets.”
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Loans secured by nonresidential real estate generally have larger balances and involve a greater degree of risk than
one- to four-family residential mortgage loans. Our primary concern in nonresidential real estate lending is the
borrower’s creditworthiness and the feasibility and cash flow potential of the project. Payments on loans secured by
income properties often depend on successful operation and management of the properties. As a result, repayment of
such loans may be subject to a greater extent than one- to four-family residential real estate loans to adverse
conditions in the real estate market or the economy. To monitor cash flows on income properties, we require
borrowers and loan guarantors of loan relationships totaling $1.0 million or more, in the aggregate, to provide annual
financial statements and/or tax returns. In reaching a decision on whether to make a nonresidential real estate loan, we
consider the net operating income of the property, the borrower’s expertise and character, credit history and
profitability and the value of the underlying property. In addition, with respect to rental properties, we will also
consider the term of the leases and the credit quality of the tenants. We may require that the properties securing these
real estate loans have debt service coverage ratios (the ratio of earnings before debt service to debt service) of at least
1.20x. Environmental reports are generally required for loans over $500,000.

We also originate loans secured by unimproved property, including lots for single-family homes and for mobile
homes, raw land, commercial property and agricultural property. The rates of our land loans are typically higher than
our nonresidential and multi-family real estate loans. Loans secured by undeveloped land or improved lots generally
involve greater risks than one- to four-family residential mortgage lending because land loans are more difficult to
evaluate. If the estimate of value proves to be inaccurate, in the event of default and foreclosure, we may be
confronted with a property the value of which is insufficient to assure full repayment. Loan amounts generally do not
exceed 75% and 65% of the lesser of the appraised value or the purchase price for improved and unimproved land
loans, respectively.

At June 30, 2015, we had $47.9 million in nonresidential real estate loans outstanding, or 18.5% of total loans, and
$3.0 million in land loans outstanding, or 1.2% of total loans. At June 30, 2015, the largest outstanding nonresidential
real estate loan had an outstanding balance of $2.7 million and was performing in accordance with its original
contractual terms at that date. At June 30, 2015, our largest land loan, which was performing in accordance with its
original terms at that date, had an outstanding balance of $890,000 and was secured by a commercial land
development.

Construction Loans. We originate adjustable-rate loans to individuals and, to a lesser extent, builders to finance the
construction of residential dwellings. We also make construction loans for commercial development projects,
including apartment buildings nonresidential properties (owner occupied and non-owner occupied) used for
businesses. Our construction loans generally provide for the payment of interest only during the construction phase,
which is usually nine months for residential properties and 12 months for commercial properties. At the end of the
construction phase, the loan generally converts to a permanent mortgage loan. Loans generally can be made with a
maximum loan to value ratio of 95% on residential construction and 80% on commercial construction at the time the
loan is originated. Before making a commitment to fund a construction loan, we require an appraisal of the property
by an independent licensed appraiser. We also will require an inspection of the property before disbursement of funds
during the term of the construction loan.
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At June 30, 2015, we had $4.1 million of construction loans, or 1.6% of total loans.

At June 30, 2015, our largest residential construction loan was for $424,000, of which the entire balance was
outstanding. At June 30, 2015, there were two outstanding commercial construction loans totaling $1.4 million.

Commercial Loans. We occasionally make commercial business loans to professionals, sole proprietorships and small
businesses primarily in our market area. We extend commercial business loans on an unsecured basis and secured
basis, the maximum amount of which is limited by our in-house loans to one borrower limit.

We originate secured and unsecured commercial lines of credit to finance the working capital needs of businesses to
be repaid by seasonal cash flows. Commercial lines of credit secured by nonresidential real estate are adjustable-rate
loans whose rates are based on the prime interest rate as published in The Wall Street Journal, plus a spread, and
adjust monthly. Commercial lines of credit secured by nonresidential real estate have a maximum term of five years
and a maximum loan-to-value ratio of 80% of the pledged collateral. We also originate commercial lines of credit
secured by marketable securities and unsecured lines of credit. These lines of credit, as well as certain commercial
lines of credit secured by nonresidential real estate, require that only interest be paid on a monthly or quarterly basis
and have a maximum term of five years.
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We also originate secured and unsecured commercial loans. Secured commercial loans are generally collateralized by
business assets, including accounts receivable, inventory, industrial/commercial machinery, equipment and furniture
and fixtures, and also marketable securities. We originate both fixed-rate and adjustable-rate commercial loans with
terms up to seven years for secured loans and up to three years for unsecured loans. Adjustable-rate loans are based on
the prime interest rate as published in The Wall Street Journal, plus a spread, and adjust either monthly or annually.
Where the borrower is a corporation, partnership or other entity, we generally require significant equity holders to be
co-borrowers, and in cases where they are not co-borrowers, we generally require personal guarantees from significant
equity holders.

When making commercial business loans, we consider the financial statements and/or tax returns of the borrower, the
borrower’s payment history of both corporate and personal debt, the debt service capabilities of the borrower, the
projected cash flows of the business, the viability of the industry in which the customer operates and the value of the
collateral.

At June 30, 2015, we had $4.0 million of commercial loans outstanding, or 1.6% of total loans.

At June 30, 2015, our largest commercial loan was a $512,000 loan which was secured primarily by customer utility
accounts receivable. This loan was performing in accordance with its original contractual terms at June 30, 2015.

Consumer Loans. We offer a variety of consumer loans, primarily home equity loans and lines of credit, and, to a
much lesser extent, loans secured by savings accounts or certificates of deposit (share loans), new farm and garden
equipment, new and used automobiles, recreational vehicle loans and secured and unsecured personal loans.

The procedures for underwriting consumer loans include an assessment of the applicant’s payment history on other
debts and ability to meet existing obligations and payments on the proposed loan. Although the applicant’s
creditworthiness is a primary consideration, the underwriting process also includes a comparison of the value of the
collateral, if any, to the proposed loan amount.

We generally offer home equity loans and lines of credit with a maximum combined loan to value ratio of 90%. Our
lowest interest rates are generally offered to customers with a maximum combined loan to value ratio of 80% or less.
Home equity lines of credit have adjustable-rates of interest that are based on the prime interest rate as published in
The Wall Street Journal, plus a spread. Home equity lines of credit generally require that only interest be paid on a
monthly basis and have terms of up to 20 years. Interest rates on these loans typically adjust monthly. We offer
fixed-rate and adjustable-rate home equity loans. Home equity loans with fixed-rates have terms that range from one
to 15 years. Home equity loans with adjustable-rates have terms that range from one to 30 years. Interest rates on
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these loans are based on the prime interest rate as published in The Wall Street Journal, plus a spread. We hold a first
mortgage position on most of the homes that secure our home equity loans and home equity lines of credit.

We offer loans secured by new and used vehicles. These loans have fixed interest rates and generally have terms up to
five years.

We offer loans secured by new and used boats, motor homes, campers and motorcycles. We offer fixed and
adjustable-rate loans for new motor homes and boats with terms up to 10 years for adjustable-rate loans and up to 10
years for fixed-rate loans. We offer fixed-rate loans for all other new and used recreational vehicles with terms up to
10 years for campers and five years for motorcycles.

We offer secured consumer loans with fixed interest rates and terms up to 10 years and secured lines of credit with
adjustable-rates based on the prime interest rate as published in The Wall Street Journal with terms up to five years.
We also offer fixed-rate unsecured consumer loans and lines of credit with terms up to five years. For more
information on our loan commitments, see “Management’s Discussion and Analysis of Financial Condition and
Results of Operations–Risk Management–Liquidity Management.” At June 30, 2015, we had $34.9 million of consumer
loans outstanding, or 13.4% of total loans.
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Agricultural Loans. Originally, our agricultural loans were acquired in connection with our acquisition of the Ripley
County branch offices in 2010. We continue to grow the agricultural portfolio utilizing a loan officer who specializes
in agricultural lending. Our agricultural loans generally consist of short and medium-term loans and lines of credit that
are primarily used for crops, livestock, equipment and general operations. Agricultural loans are ordinarily secured by
assets such as livestock, crops or equipment and are repaid from the operations of the farm. Agricultural loans
generally have maturities of five years or less. At June 30, 2015, we had $5.2 million of agricultural loans outstanding,
or 2.0% of total loans. At June 30, 2015, our largest outstanding agricultural loan balance was $574,000, and is
secured by farm equipment and crops. This loan was performing in accordance with its original contractual terms at
June 30, 2015.

Loan Underwriting Risks

Adjustable-Rate Loans. While we anticipate that adjustable-rate loans will better offset the adverse effects of an
increase in interest rates as compared to fixed-rate mortgages, the increased mortgage payments required of
adjustable-rate loan borrowers in a rising interest rate environment could cause an increase in delinquencies and
defaults. The marketability of the underlying property also may be adversely affected in a high interest rate
environment. In addition, although adjustable-rate mortgage loans help make our loan portfolio more responsive to
changes in interest rates, the extent of this interest sensitivity is limited by the annual and lifetime interest rate
adjustment limits.

Multi-Family and Nonresidential Real Estate and Land Loans. Loans secured by multi-family and nonresidential
real estate generally have larger balances and involve a greater degree of risk than one- to four-family residential
mortgage loans. Of primary concern in multi-family and nonresidential real estate lending is the borrower’s
creditworthiness and the feasibility and cash flow potential of the project. Payments on loans secured by income
properties often depend on successful operation and management of the properties. As a result, repayment of such
loans may be subject to a greater extent than residential real estate loans to adverse conditions in the real estate market
or the economy. To monitor cash flows on income properties, we require borrowers, co-borrowers and loan guarantors
of loan relationships totaling $1.0 million or more, in the aggregate, to provide annual financial statements and/or tax
returns. In reaching a decision on whether to make a multi-family and nonresidential real estate loan, we consider the
net operating income of the property, the borrower’s expertise, credit history and profitability and the value of the
underlying property. We have generally required that the properties securing these real estate loans have debt service
coverage ratios (the ratio of earnings before debt service to debt service) of at least 1.20x. Environmental reports are
generally required for loans over $500,000.

We underwrite all loan participations to our own underwriting standards and will not participate in a loan unless each
participant has at least a 10% interest in the loan. In addition, we also consider the financial strength and reputation of
the lead lender. To monitor cash flows on loan participations, we require the lead lender to provide us with annual
financial statements from the borrower. Generally, we also conduct an annual internal loan review for loan
participations.
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Construction Loans. Construction financing is generally considered to involve a higher degree of risk of loss than
long-term financing on improved, occupied real estate. Risk of loss on a construction loan depends largely upon the
accuracy of the initial estimate of the property’s value at completion of construction and the estimated cost (including
interest) of construction. During the construction phase, a number of factors could result in delays and cost overruns.
If the estimate of construction costs proves to be inaccurate, we may be required to advance funds beyond the amount
originally committed to permit completion of the building. If the estimate of value proves to be inaccurate, we may be
confronted, at or before the maturity of the loan, with a building having a value which is insufficient to assure full
repayment. If we are forced to foreclose on a building before or at completion due to a default, there can be no
assurance that we will be able to recover all of the unpaid balance of, and accrued interest on, the loan as well as
related foreclosure and holding costs.

Commercial Loans. Unlike one- to four-family mortgage loans, which generally are made on the basis of the
borrower’s ability to make repayment from his or her employment or other income, and which are secured by real
property the value of which tends to be more easily ascertainable, commercial loans are of higher risk and typically
are made on the basis of the borrower’s ability to make repayment from the cash flow of the borrower’s business. As a
result, the availability of funds for the repayment of commercial loans may depend substantially on the success of the
business itself. Further, any collateral securing such loans may depreciate over time, may be difficult to appraise and
may fluctuate in value.
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Consumer Loans. Consumer loans may entail greater risk than do one- to four-family mortgage loans, particularly in
the case of consumer loans that are unsecured or secured by assets that depreciate rapidly. In such cases, repossessed
collateral for a defaulted consumer loan may not provide an adequate source of repayment for the outstanding loan
and the remaining deficiency often does not warrant further substantial collection efforts against the borrower. In
addition, consumer loan collections depend on the borrower’s continuing financial stability, and therefore are more
likely to be adversely affected by job loss, divorce, illness or personal bankruptcy. Furthermore, the application of
various federal and state laws, including bankruptcy and insolvency laws, may limit the amount that can be recovered
on such loans.

Agricultural Loans. Payments on agricultural loans are typically dependent on the profitable operation or
management of the related farm property. The success of the farm may be affected by many factors outside the control
of the borrower, including adverse weather conditions that prevent the planting of a crop or limit crop yields, declines
in market prices for agricultural products and the impact of government regulations. In addition, many farms are
dependent on a limited number of key individuals whose injury or death may significantly affect the successful
operation of the farm. If the cash flow from a farming operation is diminished, the borrower’s ability to repay the loan
may be impaired. For loan relationships greater than $250,000, crop insurance is required at a minimum of 70% of the
loan amount when the crops are the Bank’s primary collateral.

Loan Originations, Purchases and Sales. Loan originations come from a number of sources. The primary sources of
loan originations are existing customers, walk-in traffic, advertising and referrals from customers. We advertise on
television and on radio and in newspapers that are widely circulated in Dearborn, Ripley, Franklin, Ohio and
Switzerland Counties, Indiana. Accordingly, when our rates are competitive, we attract loans from throughout
Dearborn, Ripley, Franklin, Ohio and Switzerland Counties, Indiana. We occasionally purchase loans and
participation interests in loans to supplement our origination efforts.

We generally originate loans for our portfolio, but our current practice is to sell to the secondary market almost all
newly originated conforming fixed-rate, 15-, 20-, 25- and 30-year one- to four-family mortgage loans and to hold in
our portfolio fixed-rate loans with 10-year terms or less and adjustable-rate loans. Our decision to sell loans is based
on prevailing market interest rate conditions and interest rate risk management considerations. Loans are sold to
Freddie Mac with servicing retained.

Loan Approval Procedures and Authority. Our lending activities follow written, non-discriminatory underwriting
standards and loan origination procedures established by our Board of Directors and management. The Board has
granted the Management Mortgage Loan Committee (comprised of the President, Executive Vice President and the
Senior Vice President, Lending) with loan approval authority for mortgage loans up to $200,000 and to the Board
Loan Committee, consisting of the President, the Executive Vice President and three to four other members of the
Board, up to $1.0 million.
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The Board has granted authority to approve consumer loans to certain employees up to prescribed limits, depending
on the officer’s experience and tenure. The Board also granted loan approval authority to the Management Loan
Committee, consisting of the President and the Executive Vice President, the Senior Vice President of Lending and
the Chief Credit Officer. The Board Loan Committee may approve consumer loans secured by either real estate or
non-real estate assets up to $3.0 million, unsecured consumer loans up to $1.5 million, commercial loans secured by
either real estate or non-real estate assets up to $3.0 million and unsecured commercial loans up to $1.5 million. The
Management Loan Committee may approve consumer loans secured by either real estate or non-real estate assets up
to $1.5 million, unsecured consumer loans up to $500,000, commercial loans secured by either real estate or non-real
estate assets up to $1.5 million and unsecured commercial loans up to $500,000.

All loans in excess of these limits must be approved by the full Board of Directors.

Loans to One Borrower. The maximum amount that we may lend to one borrower and the borrower’s related entities
generally is limited, by regulation, to 15% of tier 1 risk-based capital plus our allowance for loan losses. At June 30,
2015, our general regulatory limit on loans to one borrower was $9.8 million. On June 30, 2015, our largest lending
relationship was a $7.7 million multi-family real estate loan relationship. The loans that comprise this relationship
were performing according to their restructured terms at June 30, 2015. In 2014, to reduce the risk of loss to any one
borrower, the Board established a loans to one borrower limit of 10% of tier 1 risk-based capital plus our allowance
for loan losses. At June 30, 2015, this limit was $6.5 million. Any relationship in excess of 10% at the time of
implementation of our in-house limit was grandfathered.
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Loan Commitments. We issue commitments for fixed- and adjustable-rate mortgage, consumer, and commercial
loans conditioned upon the occurrence of certain events. Commitments to originate mortgage, consumer, and
commercial loans are legally binding agreements to lend to our customers. Generally, our loan commitments expire
after 30 days.

Investment Activities

We have legal authority to invest in various types of liquid assets, including U.S. Treasury obligations, securities of
various federal agencies, state and municipal governments, deposits at the Federal Home Loan Bank of Indianapolis
and other financial institutions and certificates of deposit of federally insured institutions. We also are required to
maintain an investment in Federal Home Loan Bank of Indianapolis stock. While we have the authority under
applicable law to invest in derivative securities, our investment policy does not permit such investments. We had no
investments in derivative securities at June 30, 2015.

At June 30, 2015, our investment portfolio totaled $210.7 million and consisted primarily of municipal bonds and
mortgage-backed securities issued by Fannie Mae, Freddie Mac and Ginnie Mae.

At June 30, 2015, $58.2 million of our investment portfolio consisted of callable securities. These securities were
included in municipal bonds. These securities contain either a one-time call option or may be called any time after the
first call date. We face reinvestment risk with callable securities, particularly during periods of falling market interest
rates when issuers of callable securities tend to call or redeem their securities. Reinvestment risk is the risk that we
may have to reinvest the proceeds from called securities at lower rates of return than the rates paid on the called
securities.

Our investment objectives are to provide and maintain liquidity, to establish an acceptable level of interest rate and
credit risk, to provide an alternate source of income when demand for loans is weak and to generate a favorable return.
The Investment Committee is responsible for the implementation of the investment policy. The Management
Investment Committee, consisting of the Chief Executive Officer, the Chief Operating Officer, the Chief Financial
Officer, the Senior VP of Lending, and the Chief Risk Officer is responsible for monitoring our investment
performance. Portfolio composition and performance are reviewed by our board of directors quarterly.

Deposit Activities and Other Sources of Funds
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General. Deposits, borrowings and loan repayments are the major sources of our funds for lending and other
investment purposes. Loan repayments are a relatively stable source of funds, while deposit inflows and outflows and
loan prepayments are significantly influenced by general interest rates and market conditions.

Deposit Accounts. Substantially all of our depositors are residents of the State of Indiana. We attract deposits in our
market area through advertising and through our website. We offer a broad selection of deposit instruments, including
noninterest-bearing demand accounts (such as checking accounts), interest-bearing accounts (such as interest-bearing
checking and money market accounts), regular savings accounts and certificates of deposit. Municipal deposits
comprise a substantial portion of our total deposits. At June 30, 2015, $103.2 million, or 23.9% of our total deposits,
were municipal deposits compared to 47.9% of total deposits at June 30, 2006. While we expect municipal deposits to
continue to remain an important source of funding, we expect to continue to improve our funding mix by marketing
lower cost core retail deposits, with the goal to reduce the portion of our deposit portfolio comprised of municipal
deposits. Municipal deposits decreased $11.0 million from June 30, 2014 to June 30, 2015. During that same period
core deposits increased $14.5 million. At June 30, 2015, we did not utilize brokered deposits. Deposit account terms
vary according to the minimum balance required, the time periods the funds must remain on deposit and the interest
rate, among other factors. In determining the terms of our deposit accounts, we consider the rates offered by our
competition, our liquidity needs, profitability to us, matching deposit and loan products and customer preferences and
concerns. We generally review our deposit mix and pricing as needed. Our current strategy is to offer competitive
rates and to be in the middle of our market for rates on all types of deposit products.
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Borrowings. We may utilize advances from the Federal Home Loan Bank of Indianapolis to supplement our supply of
investable funds. The Federal Home Loan Bank functions as a central reserve bank providing credit for its member
financial institutions. As a member, we are required to own capital stock in the Federal Home Loan Bank of
Indianapolis and are authorized to apply for advances on the security of such stock and certain of our whole first
mortgage loans and other assets (principally securities which are obligations of, or guaranteed by, the United States),
provided certain standards related to creditworthiness have been met. Advances are made under several different
programs, each having its own interest rate and range of maturities. Depending on the program, limitations on the
amount of advances are based either on a fixed percentage of an institution’s net worth or on the Federal Home Loan
Bank’s assessment of the institution’s creditworthiness. At June 30, 2015, $13.0 million was advanced from the Federal
Home Loan Bank at an average interest rate of 1.8%, and we had the ability to draw up to an additional $60 million
from the Federal Home Loan Bank.

Personnel

As of June 30, 2015, we had 99 full-time employees and 21 part-time employees, none of which are represented by a
collective bargaining unit. We believe our relationship with our employees is good.

Subsidiaries

United Community Bank has two subsidiaries: United Community Bank Financial Services, Inc. and UCB Real Estate
Management Holdings, LLC. United Community Bank Financial Services, Inc. receives commissions from the sale of
non-deposit investment and insurance products. UCB Real Estate Management Holdings, LLC owns and operates real
estate that has been acquired through, or in lieu of, foreclosure.

Regulation and Supervision

General

United Community Bancorp, as a savings and loan holding company, is subject to reporting to and regulation by the
Federal Reserve Board. United Community Bank is subject to extensive regulation, examination and supervision by
the OCC, as its primary federal regulator, and the FDIC, as the deposit insurer. United Community Bank is a member
of the Federal Home Loan Bank System and, with respect to deposit insurance, of the Deposit Insurance Fund
managed by the FDIC. United Community Bank must file reports with the OCC and the FDIC concerning its activities
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and financial condition in addition to obtaining regulatory approvals prior to entering into certain transactions such as
mergers with, or acquisitions of, other savings institutions. The OCC and/or the FDIC conduct periodic examinations
to test United Community Bank’s safety and soundness and compliance with various regulatory requirements.

This regulation and supervision establishes a comprehensive framework of activities in which an institution can
engage and is intended primarily for the protection of the insurance fund and depositors. The regulatory structure also
gives the regulatory authorities extensive discretion in connection with their supervisory and enforcement activities
and examination policies, including policies with respect to the classification of assets and the establishment of
adequate allowance for loan losses for regulatory purposes. Any change in such regulatory requirements and policies,
whether by the Federal Reserve Board, the OCC, the FDIC or Congress, could have a material adverse impact on
United Community Bancorp and United Community Bank and their operations.

The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 (the “Dodd-Frank Act”) made extensive
changes in the regulation of federal savings banks such as United Community Bank and their holding companies.
Under the Dodd-Frank Act, the Office of Thrift Supervision was eliminated and responsibility for the supervision and
regulation of federal savings banks was transferred on July 21, 2011 to the OCC, the agency that is also primarily
responsible for the regulation and supervision of national banks. Additionally on that date, responsibility for the
regulation and supervision of savings and loan holding companies was transferred to the Federal Reserve Board,
which also supervises bank holding companies. The Dodd-Frank Act also created a new Consumer Financial
Protection Bureau as an independent bureau of the Federal Reserve System. The Consumer Financial Protection
Bureau assumed responsibility for the implementation of the federal financial consumer protection and fair lending
laws and regulations and has authority to impose new requirements. However, institutions of less than $10 billion in
assets, such as United Community Bank, will continue to be examined for compliance with consumer protection and
fair lending laws and regulations by, and be subject to the enforcement authority of, their primary regulators.
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United Community Bank completed its conversion from the mutual holding company form of organization to the
stock holding company structure in January 2013. Applicable regulations provide, among other things, that for a
period of three years following the date of the completion of the conversion, no person, acting singly or together with
associates in a group of persons acting in concert, may directly or indirectly offer to acquire or acquire the beneficial
ownership of more than 10% of a class of United Community Bancorp's equity securities without the prior written
approval of the appropriate federal banking agency. Further, as part of the approval of the conversion, the OCC
required United Community Bank to maintain a charter that subjects United Community Bank to the OCC’s
jurisdiction for three years following the completion of the conversion.

Certain regulatory requirements currently applicable to United Community Bancorp and United Community Bank are
referred to below or elsewhere herein. The description of statutory provisions and regulations applicable to savings
institutions and their holding companies set forth below and elsewhere in this document does not purport to be a
complete description of such statutes and regulations and their effects on United Community Bancorp and United
Community Bank and is qualified in its entirety by reference to the actual statutes and regulations.

Holding Company Regulation

General. As a savings and loan holding company, United Community Bancorp is subject to Federal Reserve Board
regulations, examinations, supervision, reporting requirements and regulations concerning its activities. In addition,
the Federal Reserve Board has enforcement authority over United Community Bancorp and its non-savings institution
subsidiaries. Among other things, this authority permits the Federal Reserve Board to restrict or prohibit activities that
are determined to be a serious risk to United Community Bank.

Pursuant to federal law and regulations and policy, a savings and loan holding company, such as United Community
Bancorp, may engage in activities permitted for financial holding companies under Section 4(k) of the Bank Holding
Company Act and certain other activities that have been authorized for savings and loan holding companies by
regulation.

Federal law prohibits a savings and loan holding company from, directly or indirectly or through one or more
subsidiaries, acquiring more than 5% of the voting stock of another savings association or savings and loan holding
company, without prior written approval of the Federal Reserve Board or from acquiring or retaining, with certain
exceptions, more than 5% of a non-subsidiary holding company or savings association. A savings and loan holding
company is also prohibited from acquiring more than 5% of a company engaged in activities other than those
authorized by federal law or acquiring or retaining control of a depository institution that is not insured by the Federal
Deposit Insurance Corporation. In evaluating applications by holding companies to acquire savings associations, the
Federal Reserve
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