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Common Stock, $.01 par value per share The NASDAQ Stock Market, LLC

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 o  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 o  NO x
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
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Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of the Registrant’s knowledge in definitive proxy or information
statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. x

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company.  See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):
Large accelerated filer o Accelerated filer o

Non-accelerated filer o Smaller reporting
company x

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).        
 YES o  NO x

The aggregate market value of the 2,245,347 shares of the Registrant’s common stock held by non-affiliates, based
upon the closing price of $8.72 for the common stock on March 31, 2011, reported by the NASDAQ Stock Market,
was approximately $19.6 million.  Shares of common stock held by the registrant’s parent, Malvern Federal Mutual
Holding Company and its executive officers, directors and certain benefit plans have been excluded since such
persons may be deemed to be affiliates.  This determination of affiliate status is not necessarily a conclusive
determination for other purposes.

The number of shares of the Issuer’s common stock, par value $0.01 per share, outstanding as of December 19, 2011
was 6,102,500.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the definitive Proxy Statement for the 2012 Annual Meeting of Shareholders are incorporated by reference
into Part III, Items 10-14 of this Form 10-K.
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Forward-Looking Statements

This Annual Report on Form 10-K contains certain forward looking statements (as defined in the Securities Exchange
Act of 1934 and the regulations hereunder).  Forward looking statements are not historical facts but instead represent
only the beliefs, expectations or opinions of Malvern Federal Bancorp, Inc. and its management regarding future
events, many of which, by their nature, are inherently uncertain. Forward looking statements may be identified by the
use of such words as: “believe,” “expect,” “anticipate,” “intend,” “plan,” “estimate,” or words of similar meaning, or future or
conditional terms such as “will,” “would,” “should,” “could,” “may,” “likely,” “probably,” or “possibly.” Forward looking statements
include, but are not limited to, financial projections and estimates and their underlying assumptions; statements
regarding plans, objectives and expectations with respect to future operations, products and services; and statements
regarding future performance. Such statements are subject to certain risks, uncertainties and assumption, many of
which are difficult to predict and generally are beyond the control of Malvern Federal Bancorp, Inc. and its
management, that could cause actual results to differ materially from those expressed in, or implied or projected by,
forward looking statements. 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: (1) economic and
competitive conditions which could affect the volume of loan originations, deposit flows and real estate values; (2) the
levels of non-interest income and expense and the amount of loan losses; (3) competitive pressure among depository
institutions increasing significantly; (4) changes in the interest rate environment causing reduced interest margins; (5)
general economic conditions, either nationally or in the markets in which Malvern Federal Bancorp, Inc. is or will be
doing business, being less favorable than expected;(6) political and social unrest, including acts of war or terrorism; or
(7) legislation or changes in regulatory requirements adversely affecting the business in which Malvern Federal
Bancorp, Inc. will be engaged. Malvern Federal Bancorp, Inc. undertakes no obligation to update these forward
looking statements to reflect events or circumstances that occur after the date on which such statements were made.

As used in this report, unless the context otherwise requires, the terms “we,” “our,” “us,” or “the Company” refer to Malvern
Federal Bancorp, Inc., a Federal corporation, and the term the “Bank” refers to Malvern Federal Savings Bank, a
federally chartered savings bank and wholly owned subsidiary of the Company.  In addition, unless the context
otherwise requires, references to the operations of the Company include the operations of the Bank.

PART I

Item 1.  Business.

General

In 2008, Malvern Federal Savings Bank (“Malvern Federal Savings” or the “Bank”) completed its reorganization to the
mutual holding company form of organization and formed Malvern Federal Bancorp, Inc. (the “Company”) to serve as
the stock holding company for the Bank.  In connection with the reorganization, the Company sold 2,645,575 shares
of its common stock to certain members of the Bank and the public at a purchase price of $10.00 per share.  In
addition, the Company issued 3,383,875 shares, or 55% of the outstanding shares, of its common stock to Malvern
Federal Mutual Holding Company, a federally chartered mutual holding company (the “Mutual Holding Company”),
and contributed 123,050 shares (with a value of $1.2 million), or 2.0% of the then outstanding shares, to the Malvern
Federal Charitable Foundation, a newly created Delaware charitable foundation.

The Company is a federally chartered corporation which owns all of the issued and outstanding shares of the Bank’s
common stock, the only equity securities which the Bank has issued.  While the Company is authorized to pursue all
activities permitted by applicable laws and regulations for savings and loan holding companies, the Company’s only
business activity to date has been holding all of the outstanding common stock of Malvern Federal Savings.  The
Company does not own or lease any property, but instead uses the premises, equipment and furniture of the Bank.  At
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the present time, the Company employs only persons who also are officers of Malvern Federal Savings to serve as
officers of the Company.  The Company also uses the Bank’s support staff from time to time.  These persons are not
separately compensated by the Company.
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Malvern Federal Savings is a federally chartered community-oriented savings bank which was originally organized in
1887 and is headquartered in Paoli, Pennsylvania.  The Bank currently conducts its business from its headquarters and
eight additional financial centers.

The Bank is primarily engaged in attracting deposits from the general public and using those funds to invest in loans
and investment securities.  The Bank’s principal sources of funds are deposits, repayments of loans and investment
securities, maturities of investments and interest-bearing deposits, other funds provided from operations and wholesale
funds borrowed from outside sources such as the Federal Home Loan Bank (“FHLB”) of Pittsburgh.  These funds are
primarily used for the origination of various loan types including single-family residential mortgage loans,
commercial real estate mortgage loans, construction and development loans, home equity loans and lines of credit and
other consumer loans.  The Bank derives its income principally from interest earned on loans, investment securities
and, to a lesser extent, from fees received in connection with the origination of loans and for other services. Malvern
Federal Savings’ primary expenses are interest expense on deposits and borrowings, provisions for loan losses, and
general operating expenses.  Funds for activities are provided primarily by deposits, amortization of loans, loan
prepayments and the maturity of loans, securities and other investments and other funds from operations.

Until recently, the Bank, the Company and the Mutual Holding Company were regulated by the Office of Thrift
Supervision (the “OTS”). As a result of the Dodd-Frank Wall Street Reform and Consumer Protection Act, the OTS was
eliminated and, as of July 21, 2011, the regulatory oversight functions and authority of the OTS related to the Bank
were transferred to the Office of the Comptroller of the Currency (the “OCC”) and the regulatory oversight functions
and authority of the OTS related to the Holding Company and Mutual Holding Company, which  are savings and loan
holding companies, were transferred to the Board of Governors of the Federal Reserve System (the “Federal Reserve
Board” or the “FRB”). See “–Regulation - General” and “–Regulation - Recently Enacted Regulatory Reform.”

The Bank is an active originator of residential home mortgage loans in our market area.  Historically, Malvern Federal
Savings was a traditional thrift with an emphasis on originating various residential loan products to hold in its
portfolio.  Approximately eight years ago, we determined to shift the emphasis on the loan products we offer and
increased our efforts to originate commercial real estate loans, construction and development loans and consumer
loans.  We determined to originate greater amounts of commercial real estate loans, construction and development
loans and consumer loans because we believed we could compete effectively as a niche lender in our market area for
such loans given management’s knowledge of, and its extensive network of contacts in, the small to mid-sized
businesses community in southeastern Pennsylvania.  In addition, commercial real estate loans, construction and
development loans and consumer loans are deemed attractive due to their generally higher yields and shorter
anticipated lives compared to single-family residential mortgage loans.  Given the increase in the level of our
non-performing assets, in light of the increased risk represented by commercial real estate loans and construction and
developments loans and due to regulatory constraints imposed by the OTS during fiscal 2010, we generally ceased
originating any new commercial real estate loans and construction and development loans.

In October 2010, the Company, the Bank and the Mutual Holding Company entered into Supervisory Agreements (the
“Supervisory Agreement(s)”) with the OTS.  As discussed above, the regulatory functions of the OTS have been
transferred to the OCC, in the case of the Bank, and the FRB in the case of the Company and the Mutual Holding
Company.  The agreements provide, among other things, that within specified time frames:

●the Bank was required to submit an updated, comprehensive business plan to the OTS that, among other things,
addressed the Bank’s strategy to improve core earnings, maintain appropriate levels of liquidity and achieve
profitability on a consistent basis.  The Bank must submit quarterly reports to the OCC (and, previously, the OTS)
regarding the Bank’s compliance with the plan. We submitted an updated business plan to the OTS in accordance
with the terms of the Supervisory Agreement and continue to submit the quarterly reports to the OCC as required;
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●the Bank must ensure that its financial reports to the OCC (and, previously, the OTS) are accurately prepared and
timely filed in accordance with applicable law, regulations and regulatory guidance;
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● the Bank was required to submit a written internal asset review and classification program to the OTS that,
among other things, ensures the accurate and timely identification and classification of the Bank’s classified
and criticized assets, and requires asset reviews for commercial real estate, construction and land
development, multi-family and commercial loans by an independent third-party loan review consultant not
less than every six months.  We submitted an internal asset review and classification program to the OTS in
accordance with the terms of the Supervisory Agreement and are continuing to obtain the third-party loan
reviews as required;

●the Bank was required to submit to the OTS a detailed, written plan with targeted levels of the Bank’s problem assets
(as defined), describing the Bank’s strategies to reduce the levels of its problem assets to the targeted levels and the
development of specific workout plans for problem assets in the amount of $500,000 or more and it must submit
quarterly asset reports to the OCC (and, previously, the OTS) regarding, among other things, its compliance with
such plans. The original plan addressing the levels of the Bank’s problem assets was submitted to the OTS in
accordance with the terms of the Supervisory Agreement and we are continuing to submit the quarterly reports as
required;

●the Bank was required to revise its policies, procedures and methodologies relating to the allowance for loan and
lease losses (“ALLL”) to be in compliance with all applicable laws, regulations and regulatory guidance, and it must
provide for a quarterly independent third-party review and validation of its ALLL. The Bank has revised its policies,
procedures and methodologies relating to ALLL and submitted them to the OTS in accordance with the terms of the
Supervisory Agreement and we are continuing to obtain the third-party ALLL reviews as required;

●the Bank was required to submit to the OTS a written program of its policies and procedures for identifying,
monitoring and controlling risks associated with concentrations of commercial real estate credit which, among other
things, establishes comprehensive concentration limits, provides for specific review procedures and reporting
requirements to identify, monitor and control risks associated with concentrations of credit and contain a written
action plan, with specific time frames, for bringing the Bank into compliance with its concentration of credit limits.
The policies and procedures for identifying, monitoring and controlling risks associated with concentrations of
commercial real estate credit were submitted to the OTS in accordance with the terms of the Supervisory Agreement;

●the Bank may not make, invest in, or purchase any new commercial real estate loans and/or commercial and
industrial loans without the prior written non-objection of the OCC (and, previously, the OTS), other than with
respect to any refinancing, extension or modification of an existing commercial real estate or commercial and
industrial loan where no new funds are advanced;

●the Bank was required to develop and implement an information technology policy.  The information technology
policy has been developed and is being implemented in accordance with the terms of the Supervisory Agreement;

●the Company and the Mutual Holding Company are prohibited from declaring or paying dividends or making any
other capital distributions (as defined) without receiving the prior written approval of the FRB (and, previously, the
OTS); and

●the Company and the Mutual Holding Company are required to ensure the Bank’s compliance with its Supervisory
Agreement.

As a result of the Supervisory Agreement with Malvern Federal Savings, the Bank is subject to certain additional
restrictions pursuant to regulations of the OTS, including the following:

●
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The Bank must limit its asset growth in any quarter to an amount which does not exceed the net interest credited on
deposit liabilities during the quarter, unless otherwise permitted by the OCC (and, previously, the OTS);
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●The Bank is required to provide the OCC (and, previously, the OTS) with prior notice of any new director or senior
executive officer;

● The Bank is restricted from making any “golden parachute payments,” as defined;

●The Bank may not enter into, renew, extend or revise any contractual arrangements related to compensation or
benefits with any director or officer without receiving prior written non-objection from the OCC (and, previously, the
OTS);

●The Bank may not declare or pay any dividends or make other capital distributions without the prior written approval
of the OCC (and, previously, the OTS);

● The Bank’s ability to engage in transactions with affiliates, as defined, is restricted; and

●The Bank may not engage in the use of brokered deposits without the prior written non-objection of the OCC (and,
previously, the OTS).

Our headquarters is located at 42 East Lancaster Avenue, Paoli, Pennsylvania, and our telephone number is (610)
644-9400.  We maintain a website at www.malvernfederal.com and we provide our customers with on-line banking
and telephone banking services.  The Company’s annual reports on Form 10-K, quarterly reports on Form10-Q, current
reports on Form 8-K and other documents filed by the Company with the Securities and Exchange Commission (“SEC”)
are available free of charge on the Company’s website under the Investor Relations menu.  Such documents are
available on the Company’s website as soon as reasonably practicable after they have been filed electronically with the
SEC.  The information presented on our website, currently and in the future, is not considered to be part of this
document, or any document, incorporated by reference in this document.

Market Area and Competition

We conduct business from our headquarters and eight financial centers located throughout Chester and Delaware
Counties, Pennsylvania.  Our headquarters office is in Paoli, Pennsylvania, approximately 25 miles west of the City of
Philadelphia.  In addition to Chester County, our lending efforts are focused in neighboring Montgomery County and
Delaware County, both of which are also in southeastern Pennsylvania.  To a lesser extent, we provide services to
other areas in the greater Philadelphia market area.

We face significant competition in originating loans and attracting deposits.  This competition stems primarily from
commercial banks, other savings banks and savings associations and mortgage-banking companies.  Within our
market area, we estimate that more than 76 other banks, credit unions and savings institutions are operating.  We face
additional competition for deposits from short-term money market funds and other corporate and government
securities funds, mutual funds and from other non-depository financial institutions such as brokerage firms and
insurance companies.

Lending Activities

General.  At September 30, 2011, our net loan portfolio totaled $506.0 million or 75.9% of total assets.  Historically,
our principal lending activity has been the origination of loans collateralized by one- to four-family, also known as
“single-family” residential real estate loans located in our market area. During fiscal 2010, we discontinued, with certain
exceptions, the origination of any new commercial real estate loans and construction and development loans, but we
continue to be an originator of consumer loan products. Our consumer loans consist primarily of home equity loans,
second mortgage loans and lines of credit.  Pursuant to the terms of the Supervisory Agreement, we may not make,
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invest in or purchase any new commercial real estate loans and/or commercial and industrial loans without the prior
written non-objection of the OCC, other than with respect to any refinancing, extension or modification of an existing
commercial real estate or commercial and industrial loan where no new funds are advanced.
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The types of loans that we originate are subject to federal and state law and regulations.  Interest rates charged by us
on loans are affected principally by the demand for such loans and the supply of money available for lending purposes
and the rates offered by our competitors.  These factors are, in turn, affected by general and economic conditions, the
monetary policy of the federal government, including the Federal Reserve Board, legislative tax policies and
governmental budgetary matters.
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Loan Portfolio Composition.  The following table shows the composition of our loan portfolio by type of loan at the
dates indicated.

September 30,
2011 2010 2009 2008 2007

Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent
(Dollars in thousands)

Residential
mortgage(1) $229,330 44.7 % $230,966 41.8 % $252,308 42.4 % $248,118 43.3 % $193,460 40.4 %
Construction
and
Development:
Residential
and
commercial 26,005 5.0 30,429 5.5 37,508 6.3 45,451 7.9 58,870 12.4
Land loans 2,722 0.6 2,989 0.6 3,237 0.6 4,530 0.8 6,665 1.4
Total
construction
and
development
loans 28,727 5.6 33,418 6.1 40,745 6.9 49,981 8.7 65,535 13.8
Commercial:
Commercial
real estate 131,225 25.5 143,095 25.9 142,863 24.0 138,522 24.2 108,500 22.7
Multi-family 5,507 1.1 6,493 1.2 9,613 1.6 1,906 0.3 2,257 0.5
Other 10,992 2.1 11,398 2.1 15,647 2.6 17,260 3.0 15,767 3.3
Total
commercial
loans 147,724 28.7 160,986 29.2 168,123 28.2 157,688 27.5 126,524 26.5
Consumer:
Home equity
lines of credit 20,735 4.0 19,927 3.6 19,149 3.2 12,393 2.2 11,811 2.5
Second
mortgages 85,881 16.8 105,825 19.1 113,943 19.1 103,741 18.1 78,733 16.5
Other 788 0.2 1,086 0.2 1,143 0.2 1,304 0.2 1,525 0.3
Total
consumer
loans 107,404 21.0 126,838 22.9 134,235 22.5 117,438 20.5 92,069 19.3
Total loans 513,185 100.0% 552,208 100.0% 595,411 100.0% 573,225 100.0% 477,588 100.0%

Deferred loan
costs, net 2,935 3,272 3,872 3,816 2,404
Allowance for
loan losses (10,101 ) (8,157 ) (5,718 ) (5,505 ) (4,541 )
Loans
receivable, net $506,019 $547,323 $593,565 $571,536 $475,451

Edgar Filing: MALVERN FEDERAL BANCORP INC - Form 10-K

14



(1) Includes $9.3 million of loans held for sale at September 30, 2007.
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