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Securities Registered Pursuant to Section 12(g) of the Act:
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(Title of Class)

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

Indicated 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  þ

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  þ    No  ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).    Yes  þ    No  ¨

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 registrant�s knowledge, in definitive proxy or information statements or any amendment to this Form 10-K.  ¨

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 definition of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act. (Check
one):

Large accelerated filer  ¨ Accelerated filer  ¨ Non-accelerated filer  þ Smaller Reporting Company    ¨
(do not check if smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  ¨    No  þ

Based on the closing sale price of the Registrant�s Common Stock on the NASDAQ National Market System on June 30, 2012, the last business
day of the Registrant�s most recently completed second fiscal quarter, the aggregate market value of Common Stock held by non-affiliates of the
Registrant was $44,528,700.

At March 12, 2013, the registrant had outstanding 60,259,580 shares of Common Stock, excluding 618,400 shares held in treasury.

DOCUMENTS INCORPORATED BY REFERENCE

Designated portions of the Company�s Proxy Statement and Notice of Annual Meeting to be filed within 120 days after the Registrant�s fiscal year
end of December 31, 2012 are incorporated by reference into Part II, Item 5 and Part III of this Report.
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Identive Group and the Identive logo are trademarks of Identive Group, Inc., registered in many jurisdictions worldwide. Certain product and
service brands are also trademarks or registered trademarks of Identive, including Cashless Betalen, CHIPDRIVE, HIRSCH, idOnDemand,
JustPay, Multicard, payment solution, polypurse, Smartag, SmartCore, Tagtrail and Velocity. Other product and brand names not belonging to
Identive that appear in this document may be trademarks or registered trademarks of their respective owners.

Statement Regarding Forward Looking Statements

This Annual Report on Form 10-K, including the documents incorporated by reference in this Annual Report, contains forward-looking
statements for purposes of the safe harbor provisions under Section 27A of the Securities Act of 1933, as amended, and Section 21E of the
Securities Exchange Act of 1934, as amended. For example, statements, other than statements of historical facts regarding our strategy, future
operations and growth, financial position, projected results, estimated revenues or losses, projected costs, prospects, plans, market trends,
competition and objectives of management constitute forward-looking statements. In some cases, you can identify forward-looking statements
by terms such as �will,� �believe,� �could,� �should,� �would,� �may,� �anticipate,� �intend,� �plan,� �estimate,� �expect,� �project� or the negative of these terms or
other similar expressions. Although we believe that our expectations reflected in or suggested by the forward-looking statements that we make in
this Annual Report on Form 10-K are reasonable, we cannot guarantee future results, performance or achievements. You should not place undue
reliance on these forward-looking statements. All forward-looking statements speak only as of the date of this Annual Report on Form 10-K.
While we may elect to update forward-looking statements at some point in the future, we specifically disclaim any obligation to do so, even if
our expectations change, whether as a result of new information, future events or otherwise. We also caution you that such forward-looking
statements are subject to risks, uncertainties and other factors, not all of which are known to us or within our control, and that actual events or
results may differ materially from those indicated by these forward-looking statements. We disclose some of the factors that could cause our
actual results to differ materially from our expectations in the �Customers,� �Research and Development,� �Competition,� �Proprietary Information and
Technology,� �Risk Factors� and �Management�s Discussion and Analysis of Financial Condition and Results of Operations� sections and elsewhere
in this Annual Report on Form 10-K. These cautionary statements qualify all of the forward-looking statements included in this Annual Report
on Form 10-K that are attributable to us or persons acting on our behalf.

PART I

ITEM 1. BUSINESS
Overview of the Company

Identive Group, Inc. (�Identive,� the �Company,� �we� and �us�) provides secure identification (�Secure ID�) solutions that allow people to gain access to
buildings, networks, information, systems and services � while ensuring that the physical facilities and digital assets of the organizations they
interact with are protected. Through internal development and targeted acquisitions, we have built a platform of foundational identification
technologies, including smart card-based security encryption technology and radio frequency identification (�RFID�) contactless communication
technology. We leverage our expertise in these core identification technologies to offer a comprehensive range of Secure ID products, systems
and services that help to manage the identification and granting of defined privileges to people: as consumers, employees, students or citizens.

Our offerings include hardware and software products, integrated systems and services to address the global markets for identity management,
physical and logical/cyber access control, customized ID solutions and a host of RFID and near field communication (�NFC�) -enabled
applications. We serve a global customer base in the government, enterprise, consumer, education, healthcare and payment sectors. Our business
model is principally focused on strong technology-driven organic growth based on both established markets and emerging opportunities for
Secure ID.

1

Edgar Filing: IDENTIVE GROUP, INC. - Form 10-K

Table of Contents 5



Table of Contents

Our common stock is listed on the NASDAQ Global Market in the U.S. under the symbol �INVE� and the Frankfurt Stock Exchange in Germany
under the symbol �INV.�

We operate in two segments, �Identity Management Solutions & Services� (�Identity Management�) and �Identification Products & Components� (�ID
Products�):

� In our Identity Management segment we design, supply, implement and manage integrated solutions, systems and services in diverse
markets that enable the secure management of credentials used for the identification of people and the granting of rights and
privileges based on defined policies. Our Identity Management offerings include: integrated physical and logical (i.e., PC, network or
cyber) access control and security systems and cloud-based credential management systems, which we refer to collectively as our
Identity Management & Cloud Solutions; customized ID Solutions that include multi-function IDs, cashless and mobile payment
systems and other solutions; and our Tagtrail� NFC content management platform. Our Identity Management end-customers operate
in the government, education, enterprise and commercial markets and can be found in multiple vertical market segments including
public services administration, law enforcement, healthcare, banking, industrial, retail and critical infrastructure. Our Identity
Management solutions primarily are offered under the Identive� brand. We also use HIRSCH� and idOnDemand� as product sub-brands,
Multicard� as our brand for regional ID Solutions offerings in select markets, and payment solution� and JustPay� for our payment
offerings in the sports stadium and festival markets.

� In our ID Products segment we design and manufacture both standard and highly specialized smart card technology-based products
and components (which we refer to as ID Infrastructure products) and RFID products and components, including NFC offerings
(which we refer to as Transponder products), which are used in the government, enterprise and consumer markets for a number of
identity-related applications, including logical access, physical access, eHealth, eGovernment, electronic ID, mobile payment, loyalty
schemes, mobile advertising, and transportation and event ticketing. Our ID Infrastructure offerings include readers and terminals
based on both contact and contactless smart card technology as well as readers for RFID and NFC applications, all of which are sold
under the Identive brand. Our Transponder products include RFID and NFC inlays and inlay-based tags, labels, stickers and cards.
Collectively, we refer to our ID Infrastructure and Transponder offerings as Identification Products, which we sell under the Identive
brand and under some product specific brands, including CHIPDRIVE®, SmartCore� and Smartag�.

Sales from our Identity Management segment accounted for approximately 57% of our total revenue in 2012, 55% of our total revenue in 2011
and 56% of our total revenue in 2010. Sales from our ID Products segment accounted for approximately 43% of our total revenue in 2012, 45%
of our total revenue in 2011 and 44% of our total revenue in 2010. Additional information about our results for the last three years for these
segments is provided in Item 7, �Management�s Discussion and Analysis of Financial Condition and Results of Operations� of this Annual Report
on Form 10-K. See Note 12 of Notes to Consolidated Financial Statements in Item 8 below for further details about revenue and assets by
region.

Our corporate headquarters are located in Santa Ana, California and our European and operational headquarters are located in Ismaning,
Germany, where our financial reporting process is performed. We maintain facilities in Chennai, India for research and development and in
Australia, Canada, Germany, Hong Kong, Japan, The Netherlands, Singapore, Switzerland and the U.S. for local operations and sales. The
Company was founded in 1990 in Munich, Germany and incorporated in 1996 under the laws of the State of Delaware.

Industry Background

We operate in the market for secure identification, or Secure ID solutions, which depend upon the use of electronic identity credentials that
enable organizations to manage access to facilities, digital assets and other resources. In addition to identifying the holder, electronic credentials
are used to authorize the granting of rights

2

Edgar Filing: IDENTIVE GROUP, INC. - Form 10-K

Table of Contents 6



Table of Contents

and privileges, for example to gain access to a building or network, to access funds from a bank account or digital wallet, or to access
information or services, such as tax records or healthcare data.

Electronic identity credentials most commonly take the form of tickets, cards or tokens and also are beginning to be embedded within mobile
phones. Electronic tickets frequently are used to gain entry to public transportation, amusement parks and ski areas, and utilize radio frequency
identification, or RFID technology, which automatically identifies and verifies each ticket via a wireless radio connection. Common card-type
credentials include chip-based cards known as smart cards that can be securely encrypted with data such as a unique identity code and
information about specific rights for one or more applications; the card must then be read in order to authenticate the holder before access or
other privileges are granted. Smart cards commonly are used for building and/or network access, drivers� licenses, national IDs, employee IDs,
student IDs and bank cards. The identification codes and data associated with electronic credentials also may be incorporated into tokens such as
a key fob, or embedded within a personal digital device such as a smartphone.

Electronic identity credentials require a corresponding infrastructure of readers, software and systems with which to interact and process the data
they hold. This infrastructure includes readers or terminals, as well as software- and hardware-based application management systems such as
those that control physical and network access or those that process payment transactions.

In addition, because each electronic identity credential identifies a specific individual or object and may be linked to the granting of specific
privileges, for many applications it is critical that credentials are issued and managed in a secure and systematic manner. Therefore, credential
issuance and management often is closely controlled and may involve compliance with various specifications and standards of issuing
organizations, such as government agencies, banks, universities or corporations.

Depending upon the environment in which electronic identity credentials are used, the identification of people and the granting of defined
privileges may require relatively little security, or may be subject to a significant amount of regulatory compliance. Below are some of the
features that characterize the primary ID market environments in which electronic credentials are used:

� Consumer ID: The use of RFID-based electronic credentials for consumer applications such as transit or ski ticketing speeds the
process of processing ticket holders, thereby providing convenience for users and cost savings for service providers. Colleges and
universities also issue electronic identity cards to their students to manage access and rights for dormitories, classrooms, the library,
parking and campus networks. Equipping smartphones with a type of close-range RFID technology known as near field
communication, or NFC, provides phones with the ability to interact with RFID readers to transmit ticket details, identity credentials
and other information. Smartphones and other personal electronic devices now enjoy widespread popularity, and therefore provide an
ideal mobile platform for storing electronic identity credentials for a variety of consumer applications, including transit or event
ticketing, merchant loyalty programs, merchandise coupons, banking and payment.

� Employee ID: Employers routinely issue identity credentials, often in the form of cards or tokens, to their employees in order to
enable visual identification and to grant access to buildings, computer networks and other resources. In the United States,
government agencies used highly secure, smart card-based credentials that are designed to be interoperable between agencies and
comply with numerous regulations concerning their security and mode of use. Common to the enterprise and government
environments is the need to safeguard their personnel and protect their physical and digital assets from theft or misuse. Identity
management programs that use secure electronic credentials are the foundation security in the Employee ID environment.

� Citizen ID: Government-issued electronic ID cards help protect citizens against identity theft and enable users to digitally sign
documents and interact with government agencies online, reducing administrative costs and increasing efficiency for both users and
administrators. Many countries around
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the world have adopted electronic passports, which incorporate an embedded smart chip that stores identifying information such as a
photograph and fingerprint and which can be read by an RFID reader. Several countries also have adopted or are in the process of
implementing electronic national ID cards based on smart card technology. These include Bahrain, Belgium, Finland, Italy, The
Netherlands, Germany, Oman, Portugal, Qatar, Saudi Arabia, Spain, Sweden and the UAE. In many cases, these electronic national
ID cards can be used by citizens not only to access government services but also to conduct private online business in a secure
fashion.

� Asset ID: RFID technology is often employed to track and protect high value assets such as pharmaceutical products, medical
devices, library media and animals (pets or livestock). Identification �credentials� in the form of tags are used to identify each asset.
The RFID tags contain a chip and an antenna for transmitting data to a reader.

The need for identity management solutions based on smart card and RFID technologies continues to grow, to address the evolving Consumer
ID, Employee ID, Citizen ID and Asset ID markets.

Identive�s Strategy

Our mission is to be the world�s signature company in Secure ID, and our goal is to build a lasting business of scale and technology to both
enable and capitalize on the growth of established identity management applications and the adoption of NFC, converged access and other
emerging trends. To accomplish this, we have built significant expertise in core identification technologies, including smart card-based security
and radio frequency identification (RFID). We work to leverage this expertise to create a comprehensive range of offerings that span the value
chain of Secure ID, from products to fully integrated systems, as well as services. Our broad range of offerings enables us to address all of the
primary Secure ID markets: Consumer ID, Employee ID, Citizen ID and Asset ID. Each of these ID markets is influenced by its own set of
drivers, such as convenience, security, regulatory compliance or cost savings. But all share the need for both products and complete solutions
that allow people to gain access to the facilities, networks, information, systems and services they need � while ensuring that the physical
facilities and digital assets of the organizations they interact with are protected.

Our business model centers on technology-driven organic growth using our existing capabilities, complemented by disciplined acquisitive
activity. We pursue investments and acquisitions with a focus on increasing our scale, reinforcing our market position in targeted areas and fully
leveraging our strengths and opportunities to enter new markets, as well as driving consolidation in the rapidly growing, yet fragmented markets
for identification-based technologies.

We believe the market for Secure ID solutions offers significant opportunities for growth, both in terms of the continued use of core
identification technologies and the emergence of newer technologies that are being harnessed for Secure ID applications. We believe the
following technologies and trends are among the most important to drive opportunities for our business:

Increasing Use of Smart Card-based Credentials � A smart card is a credit card-sized plastic card with a built-in microcontroller or secure
memory chip that allows the card to store large amounts of data, carry out on-card functions such as encryption and mutual authentication, and
interact intelligently with a smart card reader. The self-contained processing and memory capabilities of smart cards makes them resistant to
attack as they do not need to depend upon potentially vulnerable external resources. Because of this, smart cards are often used in applications
that require a high level of security protection and authentication and increasingly are being used as identity credentials: by government agencies
for Citizen ID and Employee ID programs, by educational institutions and enterprises for Employee ID programs, and for secure Consumer ID
applications such as cashless payment. Traditional �contact� smart cards connect to a reader with direct physical electronic contact while
�contactless� smart cards require only close proximity to a reader to connect via a radio frequency interface. In addition to traditional card formats,
smart card technology is also incorporated into keyfobs, subscriber identity modules (SIMs) used in GSM mobile phones, and USB-based
tokens.
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The market research firm Eurosmart reported in November 2012 that more than 7.0 billion smart cards shipped globally in 2012 and forecasts
that 7.7 billion smart cards will ship in 2013, an expected growth rate of 10%. Major drivers of this growth include strong growth in the use of
smart cards for banking applications as well as the ongoing roll-out of government card programs including national ID, electronic health cards
and electronic drivers� licenses. In its October 2012 report, ABI Research points to government programs using smart cards and predicts revenue
from electronic national ID programs will more than double from $3.5 billion in 2012 to $7.6 billion in 2017. Also contributing to the growth of
smart card technology is a pronounced trend towards embedding smart card secure elements within mobile phones, according to Eurosmart.
Embedded smart card functionality enables mobile devices to act as secure credentials for a variety of applications, including NFC and cloud
computing.

Identive is a leading global supplier of contact and contactless smart card reader technology for secure authentication, including readers for
logical/cyber access, national ID, eGovernment and eHealth applications. Our capabilities also include patent-pending processes for
manufacturing advanced smart card technology within a card�s inner layers, under our Smartcore brand. In addition, we have significant
experience in deploying smart card-based systems that leverage multiple applications on a single card, such as physical access, logical access
and payment. We believe that the continued growth in demand for smart card technology provides ongoing and new opportunities for our
products and services.

Expanding Market for RFID Technology � Radio frequency identification, or RFID, is a wireless, short-range communications technology that
uses radio waves to automatically identify people or objects. An RFID system consists of a reader and a transponder, or tag, which includes an
integrated circuit (IC) or chip containing the information to be transmitted, and an antenna for receiving and transmitting the signal, both of
which are affixed to a thin substrate called an inlay. Primarily because of the convenience it offers users, RFID is rapidly emerging as the
replacement for traditional identification devices, such as those utilizing simple barcodes or magnetic stripes. RFID is also being incorporated
into contactless smart cards, which in many applications are replacing contact smart cards that require insertion into a reader. In its July 2012
report, IDTechEx estimates the value of the overall RFID market in 2012 to be $7.67 billion, up 18% from $6.51 billion in 2011 and likely to
continue to grow well in part due to high levels of government spending in RFID worldwide for applications ranging from non-stop road tolling
and library tagging to national ID cards and passports. RFID increasingly is being used for Citizen ID applications such as national ID;
Consumer ID applications such as transit and event ticketing, mobile payment and banking; Employee ID applications such as student IDs,
employee IDs and physical and network access control; and Asset ID applications such as tracking of library media or pharmaceuticals.

We have significant expertise in the design and manufacture of RFID technology as well as a deep understanding of the security needs inherent
in application areas that increasingly are employing RFID, such as Employee ID and access control. Building on a robust foundation of patented
and patent-pending technologies, we specialize in combining and connecting integrated circuit chips from external suppliers with our own
antenna designs to produce RFID inlays that can withstand the physical and environmental stresses in the various environments in which they
are used. We also offer significant versatility in converting our inlays into finished RFID tags, labels and cards to address a range of
applications, including asset tracking, transit and event ticketing, access control and secure mobile payment. In addition to RFID inlays and tags
we also supply RFID tag and RFID smart card readers for a variety of applications. We believe we are very well positioned to address the
growing demand for RFID products and solutions with our technology, expertise in design and manufacturing, and knowledge of the Secure ID
applications market.

Use of NFC Technology to Enable Mobile Applications � An important development in the market for Secure ID is the expected rapid growth of a
specific type of RFID technology known as near field communication, or NFC. NFC is a short-range connectivity technology that enables secure
interactions between mobile devices, such as smartphones, and other devices, including NFC tags, readers and point-of-sale terminals. The
adoption of NFC is still in an early stage, but as NFC-enabled smartphones and other mobile devices become
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broadly available there is expected to be a corresponding acceleration of new applications that use the devices to unlock doors, pay for
purchases, store electronic tickets, log on to social media sites and much more. Building on the 100 million NFC mobile phones shipped in 2012,
in a November 2012 report ABI Research predicts a significant increase in NFC-enabled mobile devices in the coming years and forecasts that
1.95 billion NFC devices will ship in 2017, including not only NFC phones but also media tablets, PC accessories and gaming consoles. To
support emerging NFC applications, an infrastructure of NFC tags and readers also must be deployed. Consumer ID applications for which NFC
is expected to be widely used include mobile payment, access control, ticketing, advertising and data sharing, as well as many others.

Identive has expertise in designing, manufacturing and applying NFC technology. We currently are one of the top NFC suppliers in the global
marketplace and offer a wide range of NFC inlays, tags and readers, as well as NFC development kits that allow developers to create their own
applications using NFC technology.

Mobile payment is one of the most exciting applications for NFC-enabled devices. ABI Research predicts that the total value spend of NFC
mobile payments will rise from $4 billion in 2012 to $191 billion in 2017, breaking the $100 billion mark in 2016. While NFC makes it possible
for people to use their smartphones to purchase items or services in the same way they would use a credit or debit card, the availability of such
systems is expected to expand well beyond the large �open-loop� payment networks such as Visa and Mastercard. We have experience and
know-how in developing and providing both prepaid (stored value) and credit-based NFC payment solutions, and have deployed such systems
for retailers, fuel companies and stadium operators. We also have extensive experience in deploying our own software-based payment solutions,
including Cashless Betalen�, which we developed to enable a secure digital wallet program for the Dutch financial institution, Rabobank, and
polypurse�, which is a multi-function credential management and cashless payment platform for the Swiss education market.

Outside payment, we believe the opportunity for NFC technology is potentially even larger as it allows people to use the powerful mobile
platforms they already carry with them � their smartphones � to consolidate all of their various ID credentials electronically and to interact with
NFC posters, tags and readers to pick up information, connect with social media applications and simplify activities such as redeeming merchant
coupons and loyalty awards or unlocking doors. For example, ABI Research predicts that 26% of all NFC phones will house a contactless
transportation ticketing application by 2017, and research firm MforMobile predicts that once NFC is fully adopted, 65% of NFC transactions
will not be related to straightforward payments but rather to value-added services such as access control and loyalty programs. In addition, we
believe the NFC-enabled smartphone is an attractive platform for advertisers, as NFC provides a convenient way to deliver targeted, engaging
multi-media content directly to consumers� mobile phones, where it can be stored, shared and acted upon even after the original exposure. Our
primary focus in the NFC area is on consumer-facing applications including advertising, marketing and social networking.

In November 2012 we launched Tagtrail, a mobile services delivery platform that allows advertisers, retailers and other organizations to deliver
dynamic, personalized content and services to users� mobile devices via NFC tags. Tagtrail uses cloud-based computing and analytics technology
that allows campaign owners to target different content to individual users via the same NFC tag, using information about the smartphone and
user interacting with the tag, as well as other criteria such as location of the tag and time of day. Tagtrail also includes a mobile application that
users can download to share information with the platform that enables a more personalized and enjoyable experience when they tap an NFC tag
connected to Tagtrail. To accommodate the fact that both NFC and non-NFC devices are widely used currently, Tagtrail also works with the
phone-readable bar codes known as QR codes.

We believe our strength in both RFID and smart card technologies, our consumer-facing payment capabilities and our company-wide focus on
NFC put us in a strong position to take advantage of the varied emerging opportunities for NFC technology in the Secure ID market.
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Trend Towards Converged Access � Within the Secure ID market, there is a pronounced trend towards the integration, or convergence of systems
that provide physical access to buildings and logical access to PCs, IT/cyber networks or electronic logon systems. Traditionally, organizations
have had disparate systems and policies in place for physical and logical access. This can result in gaps in security as breaches can occur due to
the inability of the different systems to communicate. Increasingly, organizations are modifying their existing security systems or implementing
new systems that combine the management and administration of both physical and logical access control. The goal of such converged systems
is to provide integrated, policy-based logical and physical access as well as network provisioning throughout a user�s lifecycle. The shift towards
converged access is particularly prevalent in the U.S. Government market, as Homeland Security Presidential Directive (�HSPD�)-12, Federal
Information Processing Standards (�FIPS�) 201 and other policies mandate that personal identification verification cards utilizing secure
contactless interface technologies be issued to all personnel, across federal agencies, both to provide secure authentication of employees and to
provide secure access to facilities and computer networks. The goal behind these mandates is to increase the security of personnel and assets
through the use of converged access control systems. Many state and local government agencies are modeling their own identity management
programs for law enforcement and other first responders on the federal credential standards.

We are a leading provider of smart card readers for logical access applications and of physical access control systems, and our HIRSCH Velocity�
software is one of the most highly regarded security and identity management platforms in the market. We have been a trusted supplier of both
physical and logical access solutions to the U.S. Government for many years and have been deeply involved in the development of new
standards designed to address the convergence of physical and logical access systems. Our offerings include identity-based integrated security
systems that provide converged physical and logical access control. To further strengthen our ability to address the need for converged systems,
in early 2012 we formed a dedicated Converged Access group within our Identification Products division that is focused on developing a new
range of converged readers and secure credentials that work across a large number of proprietary, legacy and standards-based technologies.
These converged access products build and expand on our expertise in smart card reader technology and on innovative credential recognition
technology acquired through our acquisition of idOnDemand in 2011. During 2012 we also expanded our capabilities beyond smart card readers
to develop and manufacture secure identity credentials. We believe we are well positioned to benefit from the trend towards convergence as the
federal government, state and local agencies as well as corporate organizations invest in the migration towards new integrated systems based on
the federal identity credential guidelines.

Acquisition History

To strengthen and expand our capabilities in the Secure ID market, from time to time we acquire other companies that we believe can provide us
with important technology, market coverage or other benefits. During the last three years, we have acquired the following companies:

� On January 4, 2010, we acquired Bluehill ID AG, a publicly-held RFID technology and ID solutions company based in Switzerland.

� On April 14, 2010, we acquired RockWest Technology Group, a privately-held provider of identification and security solutions
based in Denver, Colorado.

� On November 19, 2010 we acquired Smartag, a Singapore-based manufacturer of high frequency (�HF�) and ultra high frequency
(�UHF�) RFID inlays and inlay-based solutions.

� On May 2, 2011, we acquired approximately 95.8% of the outstanding shares of idOnDemand, a privately-held provider of
cloud-based credential management solutions based in Pleasanton, California. We acquired the remaining shares of idOnDemand in
January 2012.

� On July 18, 2011, we acquired polyright SA, a privately-held provider of identity management platforms and open-ended rights and
services management solutions for higher education, healthcare and industry, based in Switzerland.
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� On January 30, 2012, we acquired approximately 58.8% of the outstanding shares of payment solution AG, a privately-held German
company that provides cashless payment solutions for stadiums, arenas and other event venues. In April 2012, we acquired
additional non-controlling interest and increased our ownership to approximately 82.5% of the outstanding shares of payment
solution.

We believe our robust technology portfolio, our expertise in key identification technologies and our broad selection of products, software,
systems and services for secure identification applications position Identive as the signature company in Secure ID.

Our Offerings and Brands

Currently, we address the primary ID markets for secure identification solutions with the products, systems and services described below.

Identification Products

RFID and NFC Transponder Products � Our Transponder products include RFID inlays and inlay-based cards, labels, tags and stickers, including
NFC inlays and tags, as well as other radio frequency (�RF�) and IC components. We manufacture our Transponder products at state of the art
facilities in Sauerlach, Germany and Singapore, and we market and sell our Transponder products from these facilities as well as from
operations in the U.S., Canada, Hong Kong and Tokyo. Our inlays and converted inlay products are used in a diverse range of applications,
including transport and event ticketing, asset tracking, secure mobile payments and numerous NFC-based ID applications. The majority of our
Transponder products are RFID inlays, which, along with our NFC products, are sold under the Identive brand. We sell our Transponder
products primarily under the Identive brand and also utilize some product specific brands including SmartCore and Smartag.

ID Infrastructure Products � Our ID Infrastructure products include a broad range of contact, contactless and mobile smart card readers and
terminals as well as digital identity and transaction platforms that are utilized around the world to enable logical and physical access, security
and identification applications, transaction systems, and eHealth- and eGovernment programs. Our ID infrastructure products are designed at our
research and development center in India and manufacturing is outsourced. We serve our global ID Infrastructure customer base from
operational headquarters in Germany and sales offices in the U.S., Hong Kong and Tokyo. The majority of our ID Infrastructure products are
sold under the Identive brand. We also offer a range of smart card-based security, productivity and time recording solutions for small and
medium-size businesses under our retail CHIPDRIVE brand.

Identity Management & Cloud Solutions

Physical Access Control and Identity-based Integrated Security Systems � We market and sell enterprise-class physical access control and
identity-based integrated security systems for Employee ID in the government and enterprise under our HIRSCH brand. Our HIRSCH security
systems integrate access control, video surveillance, intrusion detection, building management and other network-based systems using a wide
range of credentials, including digital certificates, smart cards, RFID cards and biometrics in order to successfully secure facilities, digital assets
and electronic transactions. We design and support our HIRSCH systems from our facility in Santa Ana, California.

Identity as a Service � Under our idOnDemand brand, we market and sell cloud-based credential management services that allow organizations to
quickly, easily and cost effectively grant trusted access for employees, customers and partners to information and assets such as IT systems,
remote access, data encryption, secure email, building access and mobile authentication. We deliver our credential management solutions using
standards-based technology and a Software as a Service, or SaaS, model.

8

Edgar Filing: IDENTIVE GROUP, INC. - Form 10-K

Table of Contents 12



Table of Contents

Customized ID Solutions

We offer customized integration services that enable a diverse range of Consumer and Citizen ID applications, including credential issuance and
personalization, �smart city� and e-Government service provisioning, multi-application campus ID solutions, and cashless payments. Through our
local ID solutions operations in Australia, Germany, The Netherlands, Switzerland and the U.S., we work with customers in the government,
education, healthcare, corporate, financial and retail markets to design, build, install and support integrated ID solutions.

To address the need for payment applications, we offer a variety of secure, customized ID solutions for mobile payment, loyalty and hospitality
for stadiums, sports clubs, restaurants, universities, retailers, festivals and other environments. Our Cashless Betalen system is a cashless
payment application used with the digital wallet offered by Rabobank, one of Holland�s leading banks. Our payment solutions for European
stadiums and other event venues speed concession and merchandise purchases for visitors and increase profits for merchants and venue owners.
Our payment systems for university campuses in Switzerland integrate payment with other ID functions to create all-in-one ID credentials for
payment, building access, library checkout, locker or bike rental. We offer closed-loop payment systems for fuel stations in Holland and
Australia. We also work with our customers to create custom payment solutions that utilize our extensive expertise and technology portfolio to
meet the unique requirements of each organization.

Mobility and NFC Solutions

Augmenting and leveraging our NFC inlays, tags and readers, in November 2012 we launched Tagtrail, a cloud-based mobile services platform
that allows advertisers, retailers and other organizations to deliver dynamic, personalized content and services to users� mobile devices via NFC
and QR codes. Tagtrail is offered as a complete solution that includes cloud-based content delivery and analytics services, NFC or QR code tags
and a mobile user app. The mobile app allows users to store, organize and revisit the personalized content received from NFC tags so it can be
re-lived and shared later. Tagtrail also supports an online community forum that allows current and potential users to ask questions, get support
and share feedback with each other and with Identive to enhance their mobile NFC experience and help drive future Tagtrail improvements.

Customers

We sell to customers worldwide in a diverse range of markets, including government, enterprise, consumer, education, healthcare and
transportation. Sales to our top ten customers accounted for approximately 24% of total revenue in 2012, 25% of total revenue in 2011 and 24%
of total revenue in 2010. No customer accounted for more than 10% of the Company�s total revenue in 2012, 2011 or 2010. A significant amount
of our revenue comes from sales of products and systems to various entities of the U.S. federal government sector. A significant amount of our
federal government sales are made through our OEM partners and indirect sales network or are priced using published General Service
Administration schedules. We cannot guarantee that any reductions in U.S. Government budgets will not impact our sales to these government
entities or that the terms of existing contracts will not be subject to renegotiation.

Sales and Marketing

We primarily conduct our own sales and marketing activities in each of the markets in which we compete, utilizing our own sales and marketing
organization to solicit prospective channel partners and/or end customers, provide technical advice and support with respect to products, systems
and services, and manage relationships with customers, distributors and/or OEMs. We sell the majority of our Identification Products directly to
end-users and utilize indirect sales channels including OEMs, dealers, systems integrators, value added resellers, resellers and Internet sales. We
sell our Identity Management & Cloud Solutions directly to end users and through a channel of systems integrators, dealers and value added
local partners. We sell and deliver our customized ID Solutions primarily through a direct sales effort. We sell our idOnDemand cloud-based
credential
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management solution primarily utilizing a direct selling model. We sell our Tagtrail mobile content delivery service directly to end customers
and through channel partners such as mobile service operators. We maintain an online marketplace for our NFC products at
www.IdentiveNFC.com. In support of our sales efforts, we participate in trade shows and conduct sales training courses, targeted marketing
programs and advertising, and ongoing customer and third-party communications programs.

Competition

The market for secure identification products, systems and solutions is competitive and characterized by rapidly changing technology, as well as
fragmentation of solutions providers. We believe that competition in this market is likely to intensify as a result of an ongoing increase in
demand for RFID technology, converged access control systems, credential issuance and management, cashless payment solutions, NFC
applications and other identification-based solutions.

We face a range of competition for our products, systems and solutions. In our ID Products segment, competition for our smart card readers and
other products primarily comes from several well-established companies, including Gemalto NV and HID Global (a division of ASSA ABLOY
AB), as well as from a number of smaller suppliers in Asia. Competition for our RFID inlays and inlay-based products comes from a small
number of organizations that understand the specialized processes and have the capital equipment required to serve the transponder market.
Competitors in this market include SMARTRAC NV, which in the last few years has acquired former competitors UPM RFID and KSW
Microtec, as well as a number of inlay conversion companies in Asia. In the market for NFC tags, readers and other solutions, we face
competition from traditional smart card reader and RFID technology providers, including Gemalto and ASSA ABLOY for NFC readers, and
SMARTRAC and other inlay converters for NFC tags.

In our Identity Management segment, enterprise-class physical access control and identity-based integrated security systems are available from
multiple suppliers. In this market we primarily compete with AMAG Technology (a division of G4S plc), Lenel Systems International (a
division of United Technologies Corp.), Software House (a division of Tyco International Ltd.) and Honeywell International Inc. In the market
for ID systems integration and credential issuance, we compete primarily with system integrators that focus on providing card-based identity
systems. These integrators vary by market and geography and include large international firms as well as local suppliers focused on serving
specific countries or regions. Competition for our credential management systems includes HID Global in the physical access sector, but in the
logical access sector competition centers around whether or not the customer chooses to deploy a traditional in-house system assisted by vendors
such as ActivIdentity (a division of ASSA ABLOY) and Intercede Group plc, or adopt a cloud-based model, which we have pioneered with our
idOnDemand service. For our Tagtrail mobile services platform, competition is nascent as both large companies and start-ups begin to develop
solutions for NFC-based mobile service delivery.

We also experience indirect competition from certain of our customers who currently offer alternative approaches or are expected to introduce
competitive products in the future. We may in the future face competition from these and other parties that develop secure identification and
RFID products based upon approaches similar to or different from those employed by us. In addition, the market for secure identification and
RFID products may ultimately be dominated by approaches other than the approach marketed by us. We believe that the principal competitive
factors affecting the market for our products, systems and solutions include:

� the extent to which products and systems must support evolving industry standards and provide interoperability;

� the extent to which standards are widely adopted and product interoperability is required within industry segments;

� technical features;
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� the ability of suppliers to effectively integrate multiple products and systems in order to address customer requirements including full
system capabilities, cost of ownership and ease of use;

� quality and reliability;

� the ability of suppliers to quickly develop new products and integrated solutions to satisfy new market and customer requirements;

� ease of use;

� strength of sales and distribution channels; and

� price and total cost of system ownership.
While we believe that we compete favorably within our market environment, our ability to continue to successfully compete is subject to a
variety of factors, as further discussed in �Risk Factors.�

Seasonality

In our business overall, we may experience significant variations in demand for our products quarter to quarter, and overall we typically
experience a stronger demand cycle in the second half of our fiscal year. Sales of our access control systems typically are subject to U.S.
Government budget cycles and are generally highest in the third quarter of each year. Sales of our smart card readers and chips for government
programs are impacted by testing and compliance schedules of government bodies as well as roll-out schedules for application deployments,
both of which contribute to variability in demand from quarter to quarter. Further, this business is typically subject to seasonality based on
governmental budget cycles, with lowest sales in the first half, and in particular the first quarter of the year, and highest sales in the second half
of each year. In our global ID Solutions business, a variety of local market factors including government budget cycles and retail demand cycles
typically result in stronger demand in the second half of the year. In general, sales of our Transponder products also tend to be marginally
stronger in the second half of the year.

Backlog

We typically do not maintain a significant level of backlog and revenue in any quarter significantly depends on contracts entered into or orders
booked and shipped in that quarter. The majority of our sales are made primarily pursuant to purchase orders for current delivery or agreements
covering purchases over a period of time. While our customer contracts generally do not require fixed long-term purchase commitments, from
time to time we do enter into customer contracts where delivery of products, systems or services is ongoing or is scheduled over multiple
quarters or years. In view of our order and shipment patterns, and because of the possibility of customer changes in delivery schedules or
cancellation of orders, we do not believe that such agreements provide meaningful backlog figures or are necessarily indicative of actual sales
for any succeeding period.

Research and Development

We have made substantial investments in research and development (�R&D�), particularly in the areas of our Tagtrail mobile services platform,
software systems for payment, our idOnDemand cloud-based Identity as a Service offering, RFID and NFC inlays and related technology, smart
card-based physical and network access devices, and physical access controllers, readers and security management software. We will continue to
invest in R&D that advances key areas of our business. To ensure the effective use of R&D resources within each of our product and solutions
areas and to facilitate sharing of technologies and expertise across the organization, we have an Executive Vice President of Technology and
Product Management that oversees the application of resources. Within each product and solutions area and as needed between these areas, our
engineering design teams work cross-functionally with marketing managers, applications engineers and customers to develop
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products, product enhancements, software and systems to meet customer and market requirements. We also strive to develop and maintain close
relationships with key suppliers of components and technologies in order to be able to quickly introduce new offerings that incorporate the latest
technological advances.

We focus the bulk of our R&D activities on the development of products and solutions for new and emerging market opportunities. R&D
expenses were approximately $8.7 million in 2012, $7.0 million in 2011 and $4.7 million in 2010, and we capitaqlized approximately $0.5
million of expense related to development of our cloud-based identity management solutions. The majority of our R&D activities for smart card
reader products and technologies occurs in India; the majority of R&D activities for our Identity as a Service and physical access control systems
occurs in California; the majority of R&D for our Tagtrail NFC solutions platform occurs in France, Holland and the UK; the majority of R&D
activities for our RFID inlays and inlay-based products occurs in Germany and Singapore; and the majority of R&D activities for our card and
payment software systems occurs in The Netherlands, Germany and Switzerland.

Proprietary Technology and Intellectual Property

Our success depends significantly upon our proprietary technology. We currently rely on a combination of patent, copyright and trademark laws,
trade secrets, confidentiality agreements and contractual provisions to protect our proprietary rights, which afford only limited protection.
Although we often seek to protect our proprietary technology through patents, it is possible that no new patents will be issued, that our
proprietary products or technologies are not patentable, and that any issued patent will fail to provide us with any competitive advantages.

There has been a great deal of litigation in the technology industry regarding intellectual property rights and from time to time we may be
required to use litigation to protect our proprietary technology. This may result in our incurring substantial costs and there is no assurance that
we would be successful in any such litigation. Despite our efforts to protect our proprietary rights, unauthorized parties may attempt to copy
aspects of our products or to use our proprietary information and software without authorization. In addition, the laws of some foreign countries
do not protect proprietary and intellectual property rights to the same extent as do the laws of the U.S. Because many of our products are sold
and a substantial portion of our business is conducted outside the U.S., our exposure to intellectual property risks may be higher. Our means of
protecting our proprietary and intellectual property rights may not be adequate. There is a risk that our competitors will independently develop
similar technology, duplicate our products or design around our patents or other intellectual property rights. If we are unsuccessful in protecting
our intellectual property or our products or technologies are duplicated by others, our business could be harmed.

In addition, we have from time to time received claims that we are infringing upon third parties� intellectual property rights. Future disputes with
third parties may arise and these disputes may not be resolved on terms acceptable to us. As the number of products and competitors in our target
markets grow, the likelihood of infringement claims also increases. Any claims or litigation may be time-consuming and costly, divert
management resources, cause product shipment delays, or require us to redesign our products, accept product returns or to write off inventory.
Any of these events could have a material effect on our business and operating results.

We are expanding our portfolio of more than 30 patent families (designs, patents, utility models, patents pending and exclusive licenses) in
individual or regional filings, covering products, electrical and mechanical designs, software system and methods and manufacturing process
ideas for our various businesses. In 2012 we made 15 filings in RFID tags, converged access readers and systems, smart card manufacturing
methods, authentication and cloud based systems, and NFC offerings, and have submitted seven additional patent applications to date in 2013.
Additionally, we leverage our own ASIC designs for smart card interface in some of our reader devices. However, none of our patents are
currently material to our business.
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Manufacturing and Sources of Supply

We utilize a combination of our own manufacturing facilities and the services of contract manufacturers in various countries around the world to
manufacture our products and components. Our physical access keypads, controllers and software are manufactured primarily in California,
using locally sourced components. The majority of our smart card reader products and components are manufactured in Singapore and China
and are certified to the ISO 9001:2000 quality manufacturing standard, and our remaining smart card readers and components are manufactured
in Germany and India. Our RFID inlays and inlay-based products such as labels and tags are manufactured and assembled by our own internal
manufacturing teams in Singapore using locally sourced components and in Sauerlach, Germany using components sourced both locally and in
Asia.

To meet increasing customer demand for RFID inlays and finished transponder products such as tags, labels and cards, during 2010 we doubled
our transponder manufacturing capacity with the addition of new manufacturing equipment and lines in Germany and during 2012 we again
increased our existing capacity with the addition of new equipment at our facility in Singapore, focused on the production of converted tags,
tickets and labels. During 2012 we also set up a new manufacturing capability for our Smartcore� card manufacturing products in Sauerlach,
Germany and added NFC tag personalization and customization capabilities in the U.S. and Switzerland.

We have implemented formal quality control programs to satisfy customer requirements for high quality and reliable products. To ensure that
products manufactured by third parties are consistent with internal standards, our quality control programs include management of all key
aspects of the production process, including establishing product specifications, selecting the components to be used to produce products,
selecting the suppliers of these components and negotiating the prices for certain of these components. In addition, we may work with suppliers
to improve process control and product design.

We believe that our success will depend in large part on our ability to provide quality products and services while ensuring the highest level of
security for our products during the manufacturing process. In the event any of our contract manufacturers are unable or unwilling to continue to
manufacture our products, we may have to rely on other current manufacturing sources or identify and qualify new contract manufacturers. Any
significant delay in our ability to obtain adequate supplies of our products from current or alternative sources would harm our business and
operating results.

For the majority of our product manufacturing, we utilize a global sourcing strategy that serve all business solutions areas within the company,
which allows us to achieve economies of scale and uniform quality standards for our products, and to support gross margins.

On an ongoing basis, we analyze the need to add alternative sources for both our products and components. For example, we currently utilize the
foundry services of external suppliers to produce our ASICs for smart cards readers and inlays, and we use chips and antenna components from
third-party suppliers in our RFID inlays and contactless smart card readers. Wherever possible, we have added additional sources of supply for
components. However, a risk remains that we may be adversely impacted by an inadequate supply of components, price increases, late deliveries
or poor component quality. In addition, some of the basic components used in our reader products, such as semiconductors, may at any time be
in great demand. This could result in components not being available to us in a timely manner or at all, particularly if larger companies have
ordered more significant volumes of those components, or in higher prices being charged for components.

Employees

As of December 31, 2012, we had 429 full-time employees, of which 91 were in research and development, 123 were in sales and marketing, 74
were in general and administrative and 141 were in manufacturing and related functions. We are not subject to any collective bargaining
agreements and, to our knowledge, none of our
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employees are currently represented by a labor union. To date, we have experienced no work stoppages and believe that our employee relations
are generally good.

Foreign Operations; Properties

We operate globally, with corporate headquarters in Santa Ana, California and European operational headquarters in Ismaning, Germany. We
also maintain leased facilities in Australia, Canada, Germany, Hong Kong, India, Japan, The Netherlands, Singapore, Switzerland and the U.S.
We consider these properties adequate for our business needs.

Legal Proceedings

From time to time, we could become subject to claims arising in the ordinary course of business or could be a defendant in lawsuits. While the
outcome of such claims or other proceedings cannot be predicted with certainty, our management expects that any such liabilities, to the extent
not provided for by insurance or otherwise, would not have a material effect on our financial condition, results of operations or cash flows.

We are not currently nor in the past twelve months have we been a party to any pending legal, governmental or arbitration proceeding, nor is, or
was in the past twelve months our property the subject of any pending legal, governmental or arbitration proceeding, that is not in the ordinary
course of business or otherwise material to the financial condition of our business nor are we aware that such proceedings are threatened.

Availability of SEC Filings

We make available through our website our Annual Reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and
amendments to those reports free of charge as soon as reasonably practicable after we electronically file such reports with the Securities and
Exchange Commission (�SEC�). Our Internet address is www.identive-group.com. The content on our website is not, nor should be deemed to be,
incorporated by reference into this Annual Report on Form 10-K. Additionally, documents filed by us with the SEC may be read and copied at
the Public Reference Section of the SEC, 100 F Street, N.E., Washington, D.C. 20549. Information on the operation of the Public Reference
Room may be obtained by calling the SEC at 1-800-SEC-0330. Our filings with the SEC are also available to the public through the SEC�s
website at www.sec.gov.

ITEM 1A. RISK FACTORS
Our business and results of operations are subject to numerous risks, uncertainties and other factors that you should be aware of, some of which
are described below. The risks, uncertainties and other factors described in these risk factors are not the only ones facing our company.
Additional risks, uncertainties and other factors not presently known to us or that we currently deem immaterial may also impair our business
operations. Any of the risks, uncertainties and other factors could have a materially adverse effect on our business, financial condition, results
of operations, cash flows or product market share and could cause the trading price of our common stock to decline substantially.

Business and Strategic Risks

Uncertain economic conditions, particularly in Europe, may adversely affect overall demand and profitability in our business.

In recent times global economies have been impacted by disruptive financial events, economic uncertainty and continuing concerns about the
economic stability of certain countries in the Economic and Monetary Union (�EMU� or �Euro Zone�). In particular, certain countries in Europe are
working through a debt crisis that has led
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to an economic slowdown, or in some cases, a recession. If macroeconomic conditions deteriorate further or spread to additional countries in the
region, it could adversely affect our results of operations and financial condition. The possibility that one or more member countries could leave
the Euro Zone or that the currency union could break apart could raise legal, practical and procedural issues between the Company and our
European customers, which comprise approximately one-third of our revenues. The continuation or deterioration of current global market
conditions, including economic instability and uncertainty in Europe, could be accompanied by decreased demand for our customers� products
and solutions and weakness in our customers� businesses that could result in decreased demand for our products and solutions. In addition, some
of our customers may require substantial financing in order to fund their operations and make purchases from us, and volatility in the capital and
credit markets may limit the availability of such financing for our customers. The inability of these customers to obtain sufficient credit to
finance purchases of our products and meet their payment obligations to us, or possible insolvencies of our customers, could result in decreased
customer demand, an impaired ability for us to collect on outstanding accounts receivable, significant delays in accounts receivable payments,
and significant write-offs of accounts receivable, each of which could adversely impact our financial results.

We are exposed to credit risk on our accounts receivables.

We are exposed to credit risk in our accounts receivable, and this risk is heightened in times of economic weakness. We distribute our products
both through third-party resellers and directly to certain customers and a majority of our outstanding trade receivables are not covered by
collateral or credit insurance. We may not be able to monitor and limit our exposure to credit risk on our trade and non-trade receivables, and we
may not be effective in limiting credit risk and avoiding losses.

Continuing weakness in global markets may adversely impact our suppliers.

Our ability to meet customers� demands depends, in part, on our ability to obtain timely and adequate delivery of quality materials, parts and
components or products from our suppliers. Certain of our components are available only from a single source or limited sources. If certain key
suppliers were to become capacity constrained or insolvent for any reason, including a weak economic environment, it could result in a
reduction or interruption in supplies or a significant increase in the price of supplies, each of which would adversely impact our financial results.
In addition, credit constraints at key suppliers could result in accelerated payment of accounts payable by us, impacting our cash flow.

Our markets are highly competitive and technology is rapidly evolving.

The markets for our products are competitive and characterized by rapidly changing technology. Additionally, the demand for higher security
environments, including rapid certification of identity authentication, has led to new standards, driving the need for new technology solutions.
We believe that the principal competitive factors affecting the markets for our products and solutions include:

� the extent to which products and systems must support evolving industry standards and provide interoperability;

� the extent to which standards are widely adopted and product and system interoperability is required within industry segments;

� the extent to which products are differentiated based on technical features, quality and reliability, ease of use, strength of distribution
channels and price;

&pt"> 
As indicated below under "Beneficial Ownership of Common Stock by Certain Beneficial
Owners and Management," Prudential Mutual Holding Company owns a majority of our
outstanding common stock.  Prudential Mutual Holding Company intends to vote all of the
shares it owns for each of the proposals, thereby ensuring a quorum at the annual meeting, and
that each of such proposals will be adopted.
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On November 7, 2008, Prudential Mutual Holding Company, Prudential Bancorp and
Prudential Savings Bank entered into a Settlement Agreement with Stilwell Value Partners I,
L.P. and its affiliates.  Under the terms of the Settlement Agreement, Stilwell Value Partners
and its affiliates agreed to terminate a lawsuit brought by Stilwell Value Partners against
Prudential Bancorp, Prudential Mutual Holding Company and the directors of Prudential
Bancorp and Prudential Mutual Holding Company and to withdraw the demand that various
actions be taken by Prudential Bancorp.  Under the terms of the Settlement Agreement,
Stilwell Value Partners and its affiliates agreed to not vote the shares of common stock of
Prudential Bancorp they beneficially own for any nominee or nominees for election to the
Board of Directors other than those nominated or supported by the Board of Directors or
oppose, or make any statement in opposition to, any proposal or director nomination submitted
by Prudential Bancorp's Board of Directors.

INFORMATION WITH RESPECT TO NOMINEES FOR DIRECTOR,
CONTINUING

DIRECTORS AND EXECUTIVE OFFICERS

Election of Directors (Proposal One)

Our Articles of Incorporation provide that the Board of Directors shall be divided into three
classes as nearly equal in number as possible.  The directors are elected by our shareholders for
staggered terms and until their successors are elected and qualified.  At this annual meeting,
you will be asked to elect two directors for a three-year term expiring in 2013, and until their
successors are elected and qualified.

Our Nominating and Corporate Governance Committee has recommended the re-election of
Messrs. Balka and Fanelli as directors.  No director is related to any other director or executive
officer by blood, marriage or adoption.  Shareholders are not permitted to use cumulative
voting for the election of directors.  Our Board of Directors has determined that Messrs.
Fanelli, Hosier, Mulcahy and Packer are independent directors as defined in the Nasdaq listing
standards.

Unless otherwise directed, each proxy signed and returned by a shareholder will be voted for
the election of the nominees for director listed on the following page.  If any person named as
a nominee should be unable or unwilling to stand for election at the time of the annual
meeting, the proxies will nominate and vote for any replacement nominee or nominees
recommended by our Board of Directors.  At this time, the Board of Directors knows of no
reason why either of the nominees may not be able to serve as a director if elected.

The following tables present information concerning our nominees for director, and our
continuing directors, all of whom also serve as directors of Prudential Savings Bank.  For
certain directors, the indicated period of service as a director includes service as a director of
Prudential Savings Bank prior to the organization of Prudential Bancorp in 2004. Ages are
reflected as of September 30, 2009.
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Nominees for Director for Three-Year Terms Expiring in 2013

Name Age

Position with Prudential Bancorp and
Principal Occupation During the Past

Five Years
Director

Since

Jerome R. Balka,
Esq.

80 Director.  Solicitor of Prudential Savings
Bank.  Partner, Balka & Balka, a law
firm, Philadelphia, Pennsylvania.  Chief
Executive Officer of Constitution
Abstract Co., Inc., a title insurance
company, Philadelphia, Pennsylvania
since January 2009.

2000

A. J. Fanelli 72 Director.  Self-employed owner of a
public accounting practice, Philadelphia,
Pennsylvania.

2005

The Board of Directors recommends that you vote FOR election
of our nominees for director.

Members of the Board of Directors Continuing in Office

Directors Whose Terms Expire in 2011

Name Age

Position with Prudential Bancorp and
Principal Occupation During the Past

Five Years
Director

Since

Francis V. Mulcahy   76 Director.  Residential real estate
appraiser and broker, Media,
Pennsylvania.

   2005

Joseph W. Packer,
Jr.

  81 Chairman of the Board of Prudential
Bancorp since 2004 and Prudential
Savings Bank since 1992.  Presently
retired.  Former President and Chief
Executive Officer of Prudential Savings
Bank.

   1979

Directors Whose Terms Expire in 2012

Name Age

Position with Prudential Bancorp and
Principal Occupation During the Past

Five Years
Director

Since

Thomas A. Vento 75 Director.  President and Chief Executive
Officer of Prudential Bancorp since
2004; President of Prudential Savings
Bank since 1992 and President and
Chief Executive Officer since 1993.

1992

John C. Hosier 45 Director.  Commercial Lines Account
Executive with Montgomery Insurance
Services, Inc., Media, Pennsylvania
since 1986, and Commercial Lines
Manager of its affiliate, Allman and
Company, Inc., Fort Washington,
Pennsylvania since 2007, two
full-service insurance agencies.

2009
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Director Nominations

Nominations for director of Prudential Bancorp are made by the Nominating and Corporate
Governance Committee of the Board of Directors and are ratified by the entire Board.  The
Board of Directors adopted a written charter which is available on our website at
www.prudentialsavingsbank.com.  The Charter sets forth certain criteria the committee may
consider when recommending individuals for nomination including: ensuring that the Board of
Directors, as a whole, is diverse and consists of individuals with various and relevant career
experience, relevant technical skills, industry knowledge and experience, financial expertise
(including expertise that could qualify a director as a "financial expert," as that term is defined
by the rules of the Securities and Exchange Commission), local or community ties, minimum
individual qualifications, including strength of character, mature judgment, familiarity with our
business and industry, independence of thought and an ability to work collegially.  The
committee also may consider the extent to which the candidate would fill a present need on the
Board of Directors.  Prudential Bancorp has adopted a policy that no person shall be eligible
for election to the Board if at the time of such election, the nominee will be 80 years of age or
older.  However, this Policy does not apply to those persons who were serving as directors of
Prudential Bancorp on the date the age limitation policy was adopted, September 7, 2005.

The Nominating and Corporate Governance Committee will also consider candidates for
director suggested by other directors, as well as our management and shareholders.  A
shareholder who desires to recommend a prospective nominee for the Board should notify our
Secretary or any member of the Nominating and Corporate Governance Committee in writing
with whatever supporting material the shareholder considers appropriate.  Any shareholder
wishing to make a nomination must follow our procedures for shareholder nominations, which
are described under "Shareholder Proposals, Nominations and Communications with the Board
of Directors."

Committees and Meetings of the Board of Directors

During the fiscal year ended September 30, 2009, the Board of Directors of Prudential
Bancorp met 15 times.  No director of Prudential Bancorp attended fewer than 75% of the
aggregate of the total number of Board meetings held during the period for which he has been
a director and the total number of meetings held by all committees of the Board on which he
served during the periods that he served.

Membership on Certain Board Committees.  The Board of Directors of Prudential Bancorp has
established an Audit Committee, Compensation Committee and Nominating and Corporate
Governance Committee.  Each of the committees operates in accordance with a written charter
which is available on our website at www.prudentialsavingsbank.com.  The following table
sets forth the membership of such committees as of the date of this proxy statement.

Nominating
and Corporate

Directors Governance Compensation Audit

A.J. Fanelli **  * **
John C. Hosier  *  *  *
Francis V. Mulcahy  *  *  *
Joseph W. Packer, Jr.  * **  *
___________________
*         Member
**       Chair

Audit Committee.  The Audit Committee reviews with management and the independent
registered public accounting firm the systems of internal control, reviews the annual financial
statements, including the Annual Report on Form 10-K and monitors Prudential Bancorp's
adherence in accounting and financial reporting to generally accepted accounting
principles.  The Audit Committee is comprised of four directors, each of whom is an
independent director as defined in the Nasdaq listing standards and the rules and regulations of
the Securities and Exchange Commission.  The Board of Directors has determined that none of
the members of the Audit Committee meet the definition of Audit Committee financial expert,
as such term is defined in the rules of the Securities and Exchange Commission.  However, we
believe it is important to note that while no one individual member of the Audit Committee has
been determined to meet the technical requirements to be an Audit Committee financial expert,
each of the members has had significant involvement in financial matters, one due to service as
chief executive officer of a financial institution.  The Audit Committee met four times in fiscal
2009.
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Compensation Committee.  It is the responsibility of the Compensation Committee of the
Board of Directors to, among other things, oversee Prudential Bancorp's compensation and
incentive arrangements for management.  No member of the Compensation Committee is a
current or, other than Mr. Packer, former officer or employee of Prudential Bancorp,
Prudential Savings Bank or any subsidiary.  Mr. Packer served as an executive officer of
Prudential Savings Bank prior to 1993. Each of the members is independent as defined in the
Nasdaq listing standards.  The Compensation Committee held one formal meeting in fiscal
2009 and three informal telephonic meetings to consider management compensation, including
the award of grants under our new stock benefit plans.

Nominating and Corporate Governance Committee.  The Nominating and Corporate
Governance Committee reviews and makes nominations for the Board of Directors, which are
then sent to the full Board of Directors for their ratification.  Each of the members is
independent as defined in the Nasdaq listing standards.  The Nominating and Corporate
Governance Committee met once in fiscal 2009.

Directors' Attendance at Annual Meetings

Directors are expected to attend the Annual Meeting of Shareholders absent a valid reason for
not doing so.  All of our directors attended the Annual Meeting of Shareholders held in
February 2009.

Directors' Compensation

The following table sets forth certain information regarding the compensation paid to our
non-employee directors during fiscal year 2009.

Name

Fees
Earned or

Paid in
Cash

Stock
Awards(1)

Option
Awards(1)

All Other
Compensation(2) Total

Jerome R. Balka $  32,550 $18,606 $11,702 $57,275 $120,133
A. J. Fanelli 37,590 18,606 11,702 -- 67,898
John C. Hosier
   (Director since
July 2009)

5,670 -- -- -- 5,670

F r a n c i s  V .
Mulcahy

37,590 18,606 11,702 -- 67,898

Joseph W. Packer,
Jr

116,490 18,606 11,702 32,532 179,330

________________
(1)The columns "Stock Awards" and "Option Awards" reflect expense recognized during

fiscal 2009 in accordance with FASB ASC 718, Compensation – Stock Compensation,
related to grants of restricted stock and stock options to non-employee directors under the
2008 Recognition and Retention Plan and 2008 Stock Option Plan.  Such grants and awards
vest pro rata over five years commencing on the first anniversary of the grant date.  Each of
our non-employee directors, other than Mr. Hosier, received awards of 11,307 shares of
restricted stock and 28,268 stock options on January 5, 2009.  All of such grants and awards
were unvested at September 30, 2009.  The stock options have an exercise price of $11.17
per share.

(2)Represents for Mr. Balka, his annual retainer of $48,300 as solicitor of Prudential Savings
Bank and $8,975 for legal services, and for Mr. Packer, includes life insurance premiums,
health insurance premiums and reimbursement of certain Philadelphia city taxes of
$12,283, $16,146 and $4,103, respectively.
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We do not pay separate compensation to directors for their service on the Board of Directors of
Prudential Bancorp.  In fiscal 2009, members of Prudential Savings Bank's Board of Directors
received an annual retainer of $22,680.  Members also received $1,890 per special meeting
attended.  For fiscal 2009, members of the Audit Committee, Executive Committee,
Compensation Committee and Budget/Finance Committee received fees of $840 per meeting
attended.  As Chairman of the Board, Mr. Packer received an annual retainer of $74,702 in
fiscal 2009 in addition to board and committee meeting fees.  As solicitor of Prudential
Savings Bank, Mr. Balka received in fiscal 2009 an annual retainer of $48,300, which
increased to $49,025 in fiscal 2010 and fees for additional legal services.  He also received the
normal meeting fee for service on the Executive Committee and the normal annual Board
retainer of $22,680.  As the owner of Constitution Abstract Co., Inc., Mr. Balka received an
insignificant amount of compensation from Prudential Savings Bank for title insurance related
services.  Board fees are subject to periodic adjustment by the Board of Directors, however, no
increase in the annual retainer or meeting fees has been approved for fiscal 2010.

Amended and Restated Post Retirement Agreement.  In November 2004, Prudential Savings
Bank entered into an Amended and Restated Post Retirement Agreement with Mr. Packer,
Chairman of the Board and former President and Chief Executive Officer of Prudential
Savings Bank.  Pursuant to the post retirement agreement, Prudential Savings Bank agreed to
provide Mr. Packer and his spouse with continued health and life insurance comparable to that
in effect at Mr. Packer's retirement as an employee, as well as continued participation in a split
dollar life insurance plan.  The post retirement agreement was amended and restated in
November 2008 to satisfy the requirements of Section 409A of the Internal Revenue Code; no
adjustment to the benefits provided under the agreement was made.

Split Dollar Insurance Agreements. Prudential Savings Bank maintains insurance policies on
the lives of Mr. Packer and his spouse, and entered into a Collateral Assignment Agreement
with Mr. Packer in 1993 and Split-Dollar Agreement and related Collateral Assignment
Agreement in June 1994.  The policies are owned by Mr. Packer and are assigned to Prudential
Savings Bank, which pays the annual premiums on the policies.  Under the agreements, upon
the death of Mr. Packer and his spouse (except with respect to the 1993 Collateral Assignment
Agreement, which will be triggered by the death solely of Mr. Packer), Prudential Savings
Bank will receive an amount equal to the premiums paid on the policies less any fees due to
the insurer.  The remaining death benefits under the insurance policies will be paid to the
beneficiaries. The Split-Dollar Agreements may be terminated at any time by either Mr. Packer
and his spouse or Prudential Savings Bank with the consent of the other party.  Amendments to
the Split-Dollar Agreement and Collateral Assignment Agreements were adopted in November
2008 in order to render the agreements in compliance with Section 409A of the Internal
Revenue Code; no changes in benefits were made as a result of such amendments.

Compensation Committee Interlocks and Insider Participation

Determinations regarding compensation of our President and Chief Executive Officer, our
senior management and our employees are reviewed and approved by Prudential Bancorp's
Compensation Committee.  Messrs. Fanelli, Hosier, Mulcahy and Packer, who is the
Committee's Chairman, currently serve as members of the Compensation Committee.

No person who served as a member of the Compensation Committee during fiscal 2009 was a
current or, other than Mr. Packer, former officer or employee of Prudential Bancorp or
Prudential Savings Bank or engaged in certain transactions with Prudential Bancorp or
Prudential Savings Bank required to be disclosed by regulations of the Securities and
Exchange Commission.  Mr. Packer served as an executive officer of Prudential Savings Bank
prior to 1993. Additionally, there were no Compensation Committee "interlocks" during fiscal
2009, which generally means that no executive officer of Prudential Bancorp served as a
director or member of the Compensation Committee of another entity, one of whose executive
officers served as a director or member of the Compensation Committee.
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Executive Officers Who Are Not Also Directors

Set forth below is certain information with respect to current executive officers of Prudential
Bancorp and its subsidiaries who are not directors.  Ages are reflected as of September 30,
2009.

Name Age Principal Occupation During the Past Five Years

Joseph R. Corrato 48 Executive Vice President and Chief Financial
Officer of Prudential Bancorp since 2004 and
Prudential Savings Bank since 1997.  Mr.
Corrato joined Prudential Savings Bank in 1978
and served in a variety of positions including
Treasurer and Controller prior to becoming
Executive Vice President in 1997.

David H. Krauter 68 Vice President and Chief Lending Officer of
Prudential Bancorp since 2004 and Prudential
Savings Bank since 1999 and Vice President
since 1992.

Jack E. Rothkopf 46 Controller of Prudential Savings Bank since
January 2006.  Prior thereto, Mr. Rothkopf
served as Assistant Vice President of Popular
Financial Holdings, Marlton, New Jersey from
October 2000 to January 2006.

REPORT OF THE AUDIT COMMITTEE

The Audit Committee has reviewed and discussed Prudential Bancorp's audited financial
statements with management.  The Audit Committee has discussed with Prudential Bancorp's
independent registered public accounting firm, S.R. Snodgrass, A.C., the matters required to be
discussed by the Statement on Auditing Standards ("SAS") No. 61, as amended (AICPA,
Professional Standards, Vol. 1. AU Section 380) as adopted by the Public Company
Accounting Oversight Board in Rule 3200T.  The Audit Committee has received the written
disclosures and the letter from the independent registered public accounting firm required by
applicable requirements of the Public Company Accounting Oversight Board regarding S.R.
Snodgrass, A.C.'s communications with the Audit Committee concerning independence and
has discussed with S.R. Snodgrass, A.C., their independence.  Based on the review and
discussions referred to above in this report, the Audit Committee recommended to the Board of
Directors that the audited financial statements be included in Prudential Bancorp's Annual
Report on Form 10-K for fiscal year 2009 for filing with the Securities and Exchange
Commission.

Members of the Audit Committee
A. J. Fanelli, Chairman
Joseph W. Packer, Jr.
Francis V. Mulcahy
John C. Hosier
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MANAGEMENT COMPENSATION

Summary Compensation Table

The following table summarizes the total compensation paid by Prudential Savings Bank
(including amounts deferred, if any, to future periods by the officers) for services rendered in
all capacities during the fiscal years ended September 30, 2009 and 2008 to the principal
executive officer and the two other executive officers of Prudential Savings Bank during fiscal
2009 whose total compensation exceeded $100,000, collectively referred to as our "named
executive officers."  Prudential Bancorp and Prudential Mutual Holding Company have not
paid separate cash compensation to our officers and directors.

Name and
Principal
Position

Fiscal
Year Salary Bonus(1)

Stock
Awards(2)

Option
Awards(2)

Change in
Pension Value

And
Nonqualified

Deferred
Compensation

Earnings

All Other
Compensa-

tion(3) Total
Thomas
A. Vento
President
and
    Chief
Executive
Officer

2009
2008

$283,815
  270,300

  $       --

 18,166
$74,049

--

      $46,808
                --

$  90,000
          114,000

$63,338(4)
      64,224

$558,010
466,690

Joseph R.
Corrato
Executive
Vice
President
and
Chief
Financial
Officer

2009
2008

  176,715
  168,300

  --

 11,310

       39,493
               --

        23,404
                --

  124,000
            87,000

  28,666
      33,267

392,278
299,877

David H.
Krauter
Vice
President
and
    Chief
Lending
Officer

2009
2008

  126,582
  120,554

  --

5,064

       24,683
               --

        14,042
                --

  106,000
            46,000

  17,819
      25,690

289,127
197,308

___________________
(1)Represents bonuses earned in fiscal 2008 which were paid in the following fiscal

year.  Under the Prudential Savings Bank 2008 Bonus Program, each named executive
officer was eligible to receive a fixed proportionate allocation of the bonus pool for
employees.

(2)Reflects the amount expensed in accordance with FASB ASC 718, Compensation – Stock
Compensation, during the fiscal year for awards of restricted stock and stock options that
vested during the fiscal year, with respect to each of the named executive officers.  The
valuation of the restricted stock awards is based on a grant date fair value of $11.17.  The
assumptions used in valuing the stock option awards are set forth in Note 11 to the
Consolidated Financial Statements included in our 2009 Annual Report to Shareholders.

(3) Includes the fair market value on December 31, 2008 of the 1,609, 1,306 and 937 shares
deemed allocated to the Employee Stock Ownership Plan accounts of Messrs. Vento,
Corrato and Krauter, respectively, based on a value of $10.26 per share, and the value of
the use of automobiles by Messrs. Vento, Corrato and Krauter of $12,469, $14,985 and
$8,078, respectively.  The value of the use of automobiles is based on depreciation,
insurance and fuel and maintenance expense.

(4) Includes for Mr. Vento an aggregate of $28,350 paid in fiscal 2009 as board or committee
meeting fees and reimbursement of $994 in Philadelphia city wage taxes.

The Compensation Committee approved a base salary of $283,815 for Mr. Vento in fiscal
2009, which increased 1.5% to $288,072 in fiscal 2010, as a cost of living adjustment.  The
dollar amount of his base salary was generally determined by the Compensation Committee's
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review of the local market for chief executive officer compensation and was intended to ensure
that Prudential Savings Bank remained competitive in attracting and retaining a qualified chief
executive officer.  The Compensation Committee determined not to award bonuses in 2009 to
the named executive officers, including Mr. Vento, due to the adoption of the new stock
benefit plans in January 2009.  None of Prudential Savings Bank's employees receiving awards
under the new stock benefit plans received a bonus in 2009.  In addition, in fiscal 2009, Mr.
Vento received the use of an automobile.
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Outstanding Equity Awards at Fiscal Year-End

Prudential Bancorp made awards of restricted stock and grants of stock options during fiscal
2009 to its directors, executive officers and other employees.  The table below sets forth
outstanding equity awards at September 30, 2009 to our executive officers named in the
Summary Compensation Table above.

 Stock Awards

 Option Awards
Market
Value

Number of Securities
Underlying

Number
of Shares

of Shares
or

 Unexercised Options Option
or Units
of Stock

Units of
Stock

Exercise Expiration
That Have
Not

That Have
Not

Name Exercisable Unexercisable(1) Price Date Vested(2) Vested(3)
Thomas
A. Vento --    113,074 $11.17 1/5/2019 45,000 $451,800
Joseph R.
Corrato --      56,537  11.17 1/5/2019 24,000   240,960
David H.
Krauter --      33,922  11.17 1/5/2019 15,000   150,600
___________________
(1)Granted pursuant to our 2008 Stock Option Plan and vest at a rate of 20% per year

commencing on January 5, 2010.

(2)  Granted pursuant to our 2008 Recognition and Retention Plan and vest at a rate of 20%
per year commencing on January 5, 2010.

(3)  Calculated by multiplying the closing market price of our common stock on September
30, 2009, which was $10.04, by the applicable number of shares of common stock
underlying the executive officer's stock awards.

Employment Agreements

Prudential Savings Bank entered into employment agreements with Messrs. Vento and Corrato
that have a term of three years, with respect to Mr. Vento, and two years, with respect to Mr.
Corrato, in each case beginning on March 29, 2005.  The term is extended annually thereafter
unless either Prudential Savings Bank or the executive gives notice at least 30 days prior to the
annual anniversary date that the agreement shall not be extended.  The terms of the
employment agreements provide for an initial annual base salary, which is reviewed annually
by the Board of Directors.  The executives are also entitled to participate in our benefit plans
and programs and receive reimbursement for reasonable business expenses.  Each of the
employment agreements is terminable with or without cause by Prudential Savings Bank. The
executives have no right to compensation or other benefits pursuant to the employment
agreements for any period after voluntary termination by the executive without good cause, as
defined in the agreements, or termination by Prudential Savings Bank for cause, disability,
retirement or death.

In the event that the executive terminates his employment because of failure to comply with
any material provision of the employment agreement by Prudential Savings Bank or the
employment agreement is terminated by Prudential Savings Bank other than for cause,
disability, retirement or death, Messrs. Vento and Corrato will be entitled to the payment of
two (Mr. Vento) and one (Mr. Corrato) times their respective average annual cash
compensation (salary and cash bonuses) as cash severance and the maintenance until the
earlier to occur of the passage of two years (Mr. Vento) or one year (Mr. Corrato) or, until the
executive's full time employment with another employer, of the executive's participation in all
employee benefit plans in which the executive was entitled to participate or similar plans,
programs or arrangements if his continued participation is not permissible.

In the event that the executive's employment is terminated in connection with a change in
control, as defined in the employment agreements, for other than cause, disability, retirement
or death or the executive terminates his employment as a result of certain adverse actions
which are taken with respect to the executive's employment following a change in control, as
defined, Messrs. Vento or Corrato, as the case may be, will be entitled to a cash severance
payment equal to three and two times their respective average annual cash compensation and
the maintenance, as described above, of the employee benefit plans for three and two years,
respectively, or until the executive's full-time employment with another employer that provides
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similar benefits. Benefits under the employment agreements will be reduced to the extent
necessary to ensure that the executives do not receive any "parachute payment" as such term is
defined under Section 280G of the Internal Revenue Code.

11

Edgar Filing: IDENTIVE GROUP, INC. - Form 10-K

Table of Contents 31



The agreements were amended and restated in November 2008 to render them in compliance
with the requirements of Section 409A of the Internal Revenue Code; no change in the benefits
provided by the agreements occurred as a result of the amendments.

Benefit Plans

Retirement Plan.  Prudential Savings Bank participates in the Financial Institutions Retirement
Fund, a multiple employer defined benefit plan intended to satisfy the tax-qualification
requirements of Section 401(a) of the Internal Revenue Code.  Full-time employees become
eligible to participate in the retirement plan upon the attainment of age 21 and the completion
of one year of eligibility service.  For purposes of the retirement plan, a full-time employee
earns one year of eligibility service when he completes 1,000 hours of service within a
one-year eligibility computation period.  An employee's first eligibility computation period is
the one-year period beginning on the employee's date of hire.  Subsequent eligibility
computation periods begin on January 1 and end on December 31.

The retirement plan provides for a monthly benefit upon a participant's retirement at or after
the age of 65, or if later, the fifth anniversary of the participant's initial participation in the
retirement plan (i.e., the participant's "normal retirement date").  A participant may also
receive a benefit on his early retirement date, which is the date on which he attains age 45 and
is partially or fully vested under the terms of the retirement plan.  Benefits received prior to a
participant's normal retirement date are reduced by certain factors set forth in the retirement
plan.  Participants become fully vested in their benefits under the retirement plan upon the
completion of five years of vesting service as well as upon the attainment of normal retirement
age (age 65).

Endorsement Split Dollar Agreements.  Prudential Savings Bank purchased insurance policies
on the lives of its executive officers named in the Summary Compensation Table above, and
has entered into Endorsement Split Dollar Agreements with each of those officers.  The
policies are owned by Prudential Savings Bank.  Under the agreements with the named
executive officers, upon an officer's death while he or she remains employed by Prudential
Savings Bank, the officer's beneficiary will receive two times the officer's salary, other than
Mr. Vento whose benefit totaled $163,743 for 2009, as of the date of death.  Pursuant to the
terms of the agreements, Prudential Savings Bank has elected to not extend such benefits after
a termination of employment.  Such amounts will be funded from the receipt of the death
benefits under the insurance policies on such officer's life in excess of the cash surrender
value.  Prudential Savings Bank will receive the full cash surrender value, which is expected to
reimburse Prudential Savings Bank in full for its life insurance investment as well as the
remainder, if any, in excess of the net proceeds after payments to the officer's beneficiaries.

The Endorsement Split Dollar Agreements may be terminated at any time by Prudential
Savings Bank or the officer or by Prudential Savings Bank upon the officer's termination of
service to Prudential Savings Bank.  Upon termination, Prudential Savings Bank may
surrender the policy and collect the cash surrender value.
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BENEFICIAL OWNERSHIP OF COMMON STOCK BY CERTAIN
BENEFICIAL OWNERS
AND MANAGEMENT

The following table sets forth as of December 24, 2009, the voting record date, certain
information as to the common stock beneficially owned by (i) each person or entity, including
any "group" as that term is used in Section 13(d)(3) of the Securities Exchange Act of 1934,
who or which was known to us to be the beneficial owner of more than 5% of the issued and
outstanding common stock, (ii) the directors of Prudential Bancorp, (iii) certain executive
officers of Prudential Bancorp (including Prudential Savings Bank); and (iv) all directors and
executive officers of Prudential Bancorp as a group.

Name of Beneficial
Owner or Number of

Persons in Group

Amount and
Nature of
Beneficial

Ownership as of
December 24,

2009(1)

Percent of
Common

Stock
Prudential Mutual Holding Company
1834 West Oregon Avenue
Philadelphia, Pennsylvania 19145

7,328,062 70.9%

Stilwell Value Partners I, L.P. Stilwell
Partners, L.P.,
Stilwell Value LLC, Joseph Stilwell and
John Stilwell
26 Broadway Street, 23rd Floor
New York, New York  10004

   661,300(2) 6.4%

Directors:
Jerome R. Balka, Esq.  32,030(3)(4) *
A. J. Fanelli  19,060(4)(5) *
John C. Hosier    3,000(6) *
Francis V. Mulcahy  18,960(4) *
Joseph W. Packer, Jr.  39,283(4)(7) *
Thomas A. Vento.    101,604(4)(8) 1.0

Other Named Executive Officers:
Joseph R. Corrato  44,165(4)(9) *
David H. Krauter  27,592(4)(10) *

All Directors and Executive Officers as
a group (9 persons)

   299,542(4)
2.9

___________________
*           Represents less than one percent of Prudential Bancorp's outstanding common stock.

(1)Based upon filings made pursuant to the Securities Exchange Act of 1934 and information
furnished by the respective individuals.  Under regulations promulgated pursuant to the
Securities Exchange Act of 1934, shares of common stock are deemed to be beneficially
owned by a person if he or she directly or indirectly has or shares (i) voting power, which
includes the power to vote or to direct the voting of the shares, or (ii) investment power,
which includes the power to dispose or to direct the disposition of the shares.  Unless
otherwise indicated, the named beneficial owner has sole voting and dispositive power with
respect to the shares.

(2)Based on information contained in a Schedule 13D/A filed on June 19, 2009. The
individual and entities share the voting and dispositive power with respect to all of the
661,300 shares they own, with the exception of John Stilwell who has sole voting and
dispositive power with respect to 3,800 shares.  The business address of Stilwell Value
Partners I, L.P., Stilwell Partners, L.P., Stilwell Associates, L.P., Stilwell Value LLC and
Joseph Stilwell is 26 Broadway, 23rd Floor, New York, New York 10004.

(3) Includes 5,000 shares held in Mr. Balka's individual retirement account and 70 shares held
by the estate of Helen Klara for whom Mr. Balka is guardian. Also includes 1,500 shares
held by the Marie Montone Drazen Trust, 5,000 shares held by the Balka Grandchildren
Trust and 500 shares held by the Danielle Thomas Revocable Trust, over which Mr. Balka
disclaims beneficial ownership.
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___________________
(4) Includes shares held in trust by Prudential Bancorp's 2008 Recognition and Retention Plan

("RRP") which have been awarded to the directors and officers and stock options which
have been granted to the directors and officers under Prudential Bancorp's 2008 Stock
Option Plan and which are exercisable within 60 days of the voting record date as follows:

Name RRP Shares
Stock

Options
Jerome R. Balka 11,307 5,653
A.J. Fanelli 11,307 5,653
Francis V. Mulcahy 11,307 5,653
Joseph W. Packer, Jr. 11,307 5,653

Thomas A. Vento 45,000 22,614

Joseph R. Corrato 24,000 11,307
David H. Krauter 15,000    6,784

   All directors and executive officers
as a group (9 persons)                        137,728  67,274

(5) Includes 2,000 shares held jointly with Mr. Fanelli's spouse.

(6) The 3,000 shares are held in Mr. Hosier's account in his 401(k) plan.

(7) Includes 10,000 shares held by Mr. Packer's spouse.

(8) Includes 27,469 shares and 6,521 shares allocated to Mr. Vento's accounts in Prudential
Savings Bank's 401(k) Plan and Employee Stock Ownership Plan, respectively, over which
Mr. Vento has voting power.

(9) Includes 3,374 shares and 5,246 shares allocated to Mr. Corrato's accounts in Prudential
Savings Bank's 401(k) Plan and Employee Stock Ownership Plan, respectively, over which
Mr. Corrato has voting power and 81 shares held by Mr. Corrato as custodian for his son.

(10) Includes 2,078 shares and 3,730 shares held in Prudential Savings Bank's 401(k) Plan and
Employee Stock Ownership Plan, respectively, over which Mr. Krauter has voting power.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires the officers and
directors, and persons who own more than 10% of Prudential Bancorp's common stock to file
reports of ownership and changes in ownership with the Securities and Exchange
Commission.  Officers, directors and greater than 10% shareholders are required by regulation
to furnish Prudential Bancorp with copies of all Section 16(a) forms they file.  We know of no
person who owns 10% or more of our common stock other than Prudential Mutual Holding
Company.

Based solely on our review of the copies of such forms furnished to us, or written
representations from our officers and directors, we believe that during, and with respect to, the
fiscal year ended September 30, 2009, our officers and directors complied in all respects with
the reporting requirements promulgated under Section 16(a) of the Securities Exchange Act of
1934 with the exception of Messrs. Balka and Packer who were each late in reporting one
transaction on Form 4.

Related Party Transactions

In accordance with applicable federal laws and regulations, Prudential Savings Bank offers
mortgage loans to its directors, officers and employees as well as members of their immediate
families for the financing of their primary residences and certain other loans.  These loans are
generally made on substantially the same terms as those prevailing at the time for comparable
transactions with non-affiliated persons.  It is the belief of management that these loans neither
involve more than the normal risk of collectability nor present other unfavorable features.
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APPROVAL OF THE PLAN OF REORGANIZATION (PROPOSAL
TWO)

General

The Board of Directors of Prudential Bancorp has approved a Plan of Reorganization pursuant
to which Prudential Bancorp, Prudential Savings Bank and Prudential Mutual Holding
Company will reorganize such that as a result of the reorganization Prudential Savings Bank
will be operating as a subsidiary of a federally chartered mid-tier stock corporation and
indirect subsidiary of a federally chartered mutual holding company.  Upon completion of the
reorganization, the new mid-tier stock corporation will be chartered by the Office of Thrift
Supervision and will continue to operate under the corporate title "Prudential Bancorp, Inc. of
Pennsylvania."  This action was taken by the Board of Directors after evaluating the
advantages and disadvantages of Prudential Bancorp being regulated by either (i) both the
Board of Governors of the Federal Reserve System and the Pennsylvania Department of
Banking, or (ii) primarily by the Office of Thrift Supervision. The Board of Directors of
Prudential Mutual Holding Company similarly determined to proceed with the reorganization
such that as a result of the reorganization a new federally chartered mutual holding company
will be formed which will be primarily regulated by the Office of Thrift Supervision.  In
connection with the reorganization, Prudential Savings Bank will make an election under
Section 10(l) of the Home Owners' Loan Act to be treated as a savings association and to have
its holding companies registered as savings and loan holding companies with the Office of
Thrift Supervision.  However, Prudential Savings Bank will retain its state savings bank
charter. The Board of Directors may terminate the Plan of Reorganization if we determine that
termination is in Prudential Bancorp's best interest.

Prudential Bancorp operates in what is commonly referred to as the "two-tier" mutual holding
company structure, whereby Prudential Mutual Holding Company owns a majority of
Prudential Bancorp's outstanding common stock and Prudential Bancorp owns 100% of the
outstanding common stock of Prudential Savings Bank. Both Prudential Bancorp and
Prudential Mutual Holding Company are currently subject to regulation under Pennsylvania
and federal law.  Prudential Mutual Holding Company is regulated by the Pennsylvania
Department of Banking as a mutual holding company and both Prudential Bancorp and
Prudential Mutual Holding Company are regulated as Pennsylvania bank holding companies.
Both Prudential Mutual Holding Company and Prudential Bancorp are also regulated by the
Board of Governors of the Federal Reserve System as bank holding companies.  For the
reasons discussed below, Prudential Mutual Holding Company and Prudential Bancorp have
determined that it is in their best interests to be primarily regulated by a single regulator, the
Office of Thrift Supervision.  Accordingly, Prudential Bancorp is asking shareholders to
approve the Plan of Reorganization.

The reorganization will be accomplished as follows, or in any other manner acceptable to the
Board of Directors and applicable regulatory authorities: (i) a new federally chartered mutual
holding company will be organized and Prudential Mutual Holding Company will merge with
and into the federal mutual holding company with the federal mutual holding company as the
surviving entity operating under the corporate title "Prudential Mutual Holding Company;" (ii)
a new federally chartered mid-tier stock holding company subsidiary will be organized and
Prudential Bancorp will merge with and into the federal corporation with the federal
corporation as the surviving entity, operating under the corporate title "Prudential Bancorp,
Inc. of Pennsylvania;" (iii) in connection with the reorganization, all of the issued and
outstanding shares of Prudential Bancorp common stock, as a Pennsylvania corporation, will
be canceled and converted into and become an equal number of shares of common stock of
Prudential Bancorp, as a federal corporation, by operation of law; and (iv) Prudential Savings
Bank will elect to be treated as a savings association pursuant to the Home Owners' Loan Act,
as amended.  The description of the Plan of Reorganization herein is qualified in its entirety by
reference to the plan attached hereto as Exhibit A.
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Prudential Bancorp and Prudential Mutual Holding Company have applied to the Office of
Thrift Supervision for approval of the Plan of Reorganization.  Consummation of the Plan of
Reorganization, even if approved by shareholders of Prudential Bancorp, will be subject to
approval by the Office of Thrift Supervision.  If Prudential Bancorp and Prudential Mutual
Holding Company fail to receive Office of Thrift Supervision approval or if Office of Thrift
Supervision approval is made subject to conditions that the Board of Directors deems
unacceptable, the Plan of Reorganization will not be consummated.

Set forth below is a discussion of the reasons for the reorganization, the impact of the
reorganization on Prudential Bancorp, and a comparison of regulatory differences and
differences in shareholders' rights that will result from the reorganization.  The following
discussion includes a discussion of the material differences between Prudential Bancorp's
current Pennsylvania Articles of Incorporation and Bylaws and the proposed charter and
bylaws of the new mid-tier federal stock corporation.  The following discussion is qualified in
its entirety by reference to these corporate documents. Shareholders are urged to review these
documents for additional details. The proposed federal charter and bylaws are attached to this
proxy statement as Exhibit B and Exhibit C, respectively.

Reasons for Adopting the Plan of Reorganization

The Board of Directors of Prudential Bancorp believes that the reorganization is advisable and
in the best interests of Prudential Bancorp and its shareholders.  As described in more detail
below, the Board of Directors of Prudential Bancorp considered several factors including the
ability of Prudential Mutual Holding Company after it converts to a federal charter to waive its
receipt of cash dividends, thereby avoiding double taxation of the dividends, and the
facilitation of a possible second-step conversion, which is an integral part of Prudential
Bancorp’s long-term strategic plan.  While the Office of Thrift Supervision permits the waiver
of dividends by a mutual holding company, the Federal Reserve Board as a matter of policy
has not permitted such waivers. As previously announced, the Board of Directors has
determined, subject to the exercise of its fiduciary duties and the evaluation of market
conditions, to undertake a second-step conversion no later than the annual meeting of
shareholders in 2013.  As a result of the reorganization, Prudential Mutual Holding Company
would be a federally chartered mutual holding company and its second-step conversion
application would be processed by the Office of Thrift Supervision which has greater expertise
and experience in second-step conversion transactions than the Board of Governors of the
Federal Reserve System.  As such, we believe that a second-step conversion through the Office
of Thrift Supervision can be effected more expeditiously and more cost-effectively than
through the Federal Reserve Board and with less regulatory uncertainty.  The factors
considered by the Board of Directors in approving the Plan of Reorganization included the
following:

·  The Office of Thrift Supervision has significant experience and expertise with the mutual
holding company charter and has adopted regulations that the Board of Directors believes
enhance the attractiveness of the federal mutual holding company charter and will benefit
Prudential Bancorp and its shareholders. In particular, the Office of Thrift Supervision has
rules that facilitate ongoing operations, capital raising, acquisition flexibility and stock
benefits that make mutual holding companies more competitive with stock holding
companies. The Office of Thrift Supervision has expressed its interest generally in
increasing the flexibility of the mutual holding company charter.

·  The Office of Thrift Supervision rules will permit Prudential Mutual Holding Company to
waive the receipt of dividends paid by Prudential Bancorp. By contrast, the Federal Reserve
Board has not, as a matter of policy, permitted mutual holding companies to waive the
receipt of dividends. The Board of Directors believes that it is important for Prudential
Mutual Holding Company to be able to waive the receipt of dividends because it has no
immediate need for additional capital.  Moreover, if Prudential Mutual Holding Company
waives the receipt of dividends from Prudential Bancorp, there will be no tax payable on the
waived dividends.
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·  The Board of Directors of Prudential Bancorp also believes that the Office of Thrift
Supervision, among federal banking regulators, has the greatest expertise in processing
mutual holding company transactions, which typically raise more complex issues than
transactions by stock holding companies. The Board of Directors wishes to take advantage
of this expertise so that Prudential Bancorp and Prudential Savings Bank may pursue
potential transactions with a higher level of certainty. However, there are no such
transactions that are currently contemplated by Prudential Bancorp other than a potential
second-step conversion of Prudential Mutual Holding Company as has been previously
disclosed.

·  The mutual holding company reorganization will result in Prudential Savings Bank
operating as a subsidiary of a federally chartered mid-tier stock company and an indirect
subsidiary of a federally chartered mutual holding company, both of which are primarily
regulated by the Office of Thrift Supervision.  The new federal mutual holding company and
mid-tier federal stock corporation will be considered holding companies for Pennsylvania
banking law purposes.  Currently, Prudential Mutual Holding Company and Prudential
Bancorp are regulated by both the Board of Governors of the Federal Reserve System and
the Pennsylvania Department of Banking.

Committees in both houses of Congress have recently proposed legislation that may have a
significant impact on the regulation of Prudential Bancorp and Prudential Mutual Holding
Company including the factors considered by the Board of Directors in approving the Plan of
Reorganization.  The House Financial Services Committee released draft legislation in October
2009 that would combine the Office of Thrift Supervision and the Office of the Comptroller of
the Currency.  After the consolidation, the Office of the Comptroller of the Currency will
identify which existing regulations of the Office of Thrift Supervision will be
enforced.  Savings and loan holding companies would be subject to supervision by the Board
of Governors of the Federal Reserve System.  This draft legislation also may result in
additional restrictions on the waiver of dividends by Prudential Mutual Holding
Company.  Proposed legislation released by the Senate Banking Committee in November 2009
would create a single federal prudential regulator, the Financial Institutions Regulatory
Administration, that would combine the functions of the Office of the Comptroller of the
Currency and the Office of Thrift Supervision, as well as the state bank supervisory functions
of the FDIC and Federal Reserve Board, and the bank holding company supervision authority
of the Federal Reserve Board.  The new agency would include a separate division to regulate
small national and state banks, and small federal and state savings associations, as defined by
the new agency.

The Board of Directors of Prudential Bancorp also considered the potential disadvantages of
the Plan of Reorganization. Among the potential disadvantages is the additional cost associated
with being regulated by the Office of Thrift Supervision as a federal mid-tier stock holding
company.  However, management believes that the cost of such regulation will be immaterial,
and that the additional cost will be outweighed by the benefits of being chartered and regulated
by the Office of Thrift Supervision.  The Board of Directors may terminate the Plan of
Reorganization at any time prior to the meeting of shareholders to consider the plan, if we
determine that termination is in our best interest and after such meeting, with the approval of
the Office of Thrift Supervision and/or the Pennsylvania Department of Banking, if required.
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Conditions to the Plan of Reorganization

The transactions contemplated by the Plan of Reorganization will not be completed unless: (i)
the Plan of Reorganization is approved by the affirmative vote of a majority of the votes cast
by shares entitled to vote at the meeting; (ii) Prudential Bancorp receives a favorable opinion
of counsel as to the federal income tax consequences of the reorganization; (iii) Prudential
Bancorp continues to believe that the reorganization is in its best interests and those of its
shareholders; and (iv) the Office of Thrift Supervision approves the reorganization without
imposing conditions that Prudential Bancorp finds unacceptable.

Prudential Mutual Holding Company, which owns a majority of the outstanding shares of
common stock, intends to vote its shares in favor of the Plan of Reorganization. In addition,
members of the Board of Directors and management of Prudential Bancorp intend to vote their
shares in favor of the Plan of Reorganization.  If Prudential Mutual Holding Company votes all
of its shares in favor of the Plan of Reorganization, the shareholder approval of the Plan of
Reorganization will be assured.

Impact of the Plan of Reorganization on Operations

The reorganization will have no impact on the day-to-day operations of Prudential Bancorp,
Prudential Savings Bank or Prudential Mutual Holding Company. Prudential Savings Bank
will continue to be a Pennsylvania savings bank, and will continue its operations at the same
locations, with the same management, and subject to all the rights, obligations and liabilities of
Prudential Savings Bank existing immediately prior to the reorganization. The reorganization
is not expected to result in any material increased expenses or regulatory burden to Prudential
Bancorp, Prudential Savings Bank or Prudential Mutual Holding Company.  Following the
reorganization, Prudential Bancorp will continue to file periodic reports and proxy materials
with the Securities and Exchange Commission.

Holding Company Powers and Regulation

The following is a description of the powers and regulation of bank holding companies and
mutual holding companies regulated by the Federal Reserve Board and savings and loan
holding companies and mutual holding companies regulated by the Office of Thrift
Supervision. This description does not purport to be complete and is qualified in its entirety by
reference to the applicable laws and regulations.

Regulatory Authority.  Currently, Prudential Bancorp is regulated as a bank holding company
by the Federal Reserve Board under the Bank Holding Company Act and the regulations of the
Federal Reserve Board. The Federal Reserve Board also has extensive enforcement authority
over bank holding companies, including, among other things, the ability to assess civil money
penalties, to issue cease and desist or removal orders and to require that a holding company
divest subsidiaries (including its bank subsidiaries). In general, enforcement actions may be
initiated for violations of law and regulations and for unsafe or unsound practices.

Following the reorganization, Prudential Bancorp (the new federally chartered mid-tier holding
company) will be regulated as a savings and loan holding company under the Home Owners'
Loan Act, and will be required to register with and be subject to Office of Thrift Supervision
examination and supervision, as well as certain Office of Thrift Supervision reporting
requirements. Among other things, this authority permits the Office of Thrift Supervision to
restrict or prohibit activities that are determined to be a serious risk to Prudential Savings
Bank.
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Permissible Activities.  The Bank Holding Company Act generally prohibits a bank holding
company (including a mutual holding company regulated as a bank holding company) from
engaging directly or indirectly in activities other than those directly related to or incidental to
banking, managing or controlling banks, or providing services for its subsidiaries. The
principal exceptions to these prohibitions involve certain non-bank activities which, by statute
or Federal Reserve Board regulation or order, have been identified as activities closely related
to the business of banking or managing or controlling banks. The list of activities permitted by
the Federal Reserve Board includes, among other things: owning a savings association,
mortgage company, finance company, credit card company or factoring company; performing
certain data processing operations; providing certain investment and financial advice;
underwriting and acting as an insurance agent for certain types of credit-related insurance;
leasing property on a full payout, non-operating basis; selling money orders, travelers' checks
and United States savings bonds; appraising real estate and personal property; providing tax
planning and preparation services; and, subject to certain limitations, providing securities
brokerage services for customers. The Gramm-Leach-Bliley Act expanded the permissible
activities of bank holding companies that elect to be regulated as "financial holding
companies." Financial holding companies are companies that elect to be so treated and that
meet certain safety and soundness and management requirements, and have a "satisfactory"
rating under the Community Reinvestment Act. Financial holding companies may engage in
all activities that are permissible for bank holding companies as well as additional activities
that are determined to be "financial in nature" or complementary or incidental to such
activities, including insurance and securities underwriting activities. Prudential Bancorp has
not elected to be regulated as a financial holding company.

Under the Home Owners' Loan Act and Office of Thrift Supervision regulations, a federal
mutual holding company is permitted to, among other things: (i) own a savings association or
savings bank; (ii) acquire a mutual institution; (iii) merge with or acquire another mutual
holding company, one of whose subsidiaries is a savings institution; (iv) acquire
non-controlling amounts of the stock of savings institutions and savings institution holding
companies, subject to certain restrictions; (v) invest in any corporation that a savings
association may invest in under federal law or under the law of any state where the savings
association has its home office; (vi) furnish or perform management services for a savings
institution subsidiary; (vii) hold, manage or liquidate assets owned or acquired from a savings
institution subsidiary of such company; (viii) hold or manage properties used or occupied by a
savings institution subsidiary of such company; and (ix) act as a trustee under deed or trust. In
addition, a federal mutual holding company may engage in any other activity that is
permissible for bank holding companies under the Bank Holding Company Act, or in which
multiple savings and loan holding companies may engage. Finally, federal mutual holding
companies may engage in any activity in which a financial holding company may engage,
including maintaining an insurance agency, escrow business and underwriting securities and
insurance. Moreover, a federal mutual holding company may engage in the activities of a
financial holding company without having to make the financial holding company election that
is applicable to bank holding companies.

Mergers and Acquisitions.  As a bank holding company, Prudential Bancorp currently is
required to obtain the approval of the Federal Reserve Board before: (i) acquiring, directly or
indirectly, the ownership or control of any voting securities of another bank or bank holding
company if, after such acquisition, it would own or control more than 5% of such shares; (ii)
acquiring all or substantially all of the assets of another bank or bank holding company; or (iii)
merging or consolidating with another bank holding company. The Bank Holding Company
Act also prohibits a bank holding company, with certain exceptions, from acquiring direct or
indirect ownership or control of more than 5% of the voting shares of any company that is not
a bank or bank holding company. The Home Owners' Loan Act prohibits a savings and loan
holding company from, directly or indirectly, acquiring more than 5% of the voting stock of
another savings association or savings and loan holding company, or from acquiring such an
institution or company by merger, consolidation, or purchase of its assets, without the prior
written approval of the Office of Thrift Supervision.  In evaluating applications by holding
companies to acquire other financial institutions, both the Office of Thrift Supervision and the
Federal Reserve Board consider the financial and managerial resources and future prospects of
the acquiror and the merging institution, the convenience and needs of the community and
competitive factors.
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Payment of Cash Dividends.  The Federal Reserve Board has issued a policy statement on
payment of cash dividends by bank holding companies that states that a bank holding company
should pay cash dividends only to the extent that the holding company's net income for the
past year is sufficient to cover both the cash dividends and a rate of earnings retention that is
consistent with the holding company's capital needs, asset quality and overall financial
condition. The Federal Reserve Board has also indicated that it would be inappropriate for a
company experiencing serious financial problems to borrow funds to pay dividends.  Office of
Thrift Supervision regulations generally do not restrict the ability of a savings and loan holding
company to pay dividends.  Under the prompt corrective action regulations adopted by both
the Federal Reserve Board and the Office of Thrift Supervision, the Federal Reserve Board or
the Office of Thrift Supervision may prohibit a bank holding company or savings and loan
holding company, respectively, from paying any dividends if the holding company's subsidiary
is classified as "undercapitalized."

Stock Repurchases.  A bank holding company is required to give the Federal Reserve Board
prior written notice of any purchase or redemption of its outstanding equity securities if the
gross consideration for the purchase or redemption, when combined with the net consideration
paid for all such purchases or redemptions during the preceding 12 months, is equal to 10% or
more of its consolidated net worth. The Federal Reserve Board may disapprove such a
purchase or redemption if it determines that the proposal would constitute an unsafe or
unsound practice or would violate any law, regulation, Federal Reserve Board order, or any
condition imposed by, or written agreement with, the Federal Reserve Board. This notification
requirement does not apply to any company that is well-capitalized both before and
immediately after the redemption or purchase, is well-managed and is not subject to any
unresolved supervisory issues. Holding companies of recently converted savings institutions,
regardless of whether they are holding companies regulated by the Office of Thrift Supervision
or Federal Reserve Board, are restricted in their ability to repurchase shares of common stock
for one year after the conversion. Prudential Savings Bank converted to the mutual holding
company form of organization on March 29, 2005, and Prudential Bancorp is not subject to
these post-conversion repurchase restrictions, nor will it be subject to them after the
reorganization.  Included in the approval of the conversion, the Federal Reserve Bank of
Philadelphia required that any repurchases of securities by Prudential Bancorp be at the current
market price.

Qualified Thrift Lender Test.  In order for Prudential Bancorp to be regulated as a savings and
loan holding company by the Office of Thrift Supervision, Prudential Savings Bank must
qualify as a "qualified thrift lender" under Office of Thrift Supervision regulations or satisfy
the "domestic building and loan association" test under the Internal Revenue Code. Under the
qualified thrift lender test, a savings institution is required to maintain at least 65% of its
"portfolio assets" (total assets less: (i) specified liquid assets up to 20% of total assets; (ii)
intangibles, including goodwill; and (iii) the value of property used to conduct business) in
certain "qualified thrift investments" (primarily residential mortgages and related investments,
including certain mortgage-backed and related securities) in at least nine months out of each
12 month period. Prudential Savings Bank currently maintains the majority of its portfolio
assets in qualified thrift investments and would have met the qualified thrift lender test in each
of the last 12 months had Prudential Savings Bank been subject to this test.

Federal Securities Laws.  Prudential Bancorp's common stock currently is registered with the
Securities and Exchange Commission under the Securities Exchange Act of 1934. Prudential
Bancorp complies with the information, proxy solicitation, insider trading restrictions and
other requirements under this act. The reorganization will not change the registration of the
common stock under this act, as Prudential Bancorp (the new federal corporation) will
continue to comply with the requirements of this act following the reorganization.
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Indemnification of Officers and Directors and Limitation of Liability

Pennsylvania Articles of Incorporation and Bylaws.  Prudential Bancorp's current
Pennsylvania Articles of Incorporation and Bylaws seek to ensure that the ability of directors
and executive officers to exercise their best business judgment in managing corporate affairs,
subject to their continuing fiduciary duties of loyalty to Prudential Bancorp and its
shareholders, is not unreasonably impeded by exposure to the potentially high personal costs
or other uncertainties of litigation. Prudential Bancorp's current Pennsylvania Bylaws include a
detailed description of the circumstances in which a person will be indemnified. In general, the
Bylaws require Prudential Bancorp to indemnify officers and directors against all expense,
liability and loss, including fees and expenses reasonably incurred by him because he was a
director or officer. In order to be indemnified, the officer or director must have acted in good
faith and in a manner he reasonably believed to be in the best interests of Prudential Bancorp.
As regards criminal proceedings, the officer or director must not have had reasonable cause to
believe his conduct was unlawful.

Our Pennsylvania Bylaws require that the determination that indemnification of the
representative is proper in the circumstances shall be made:

·  by the Board of Directors by a majority vote of a quorum consisting of directors who were
not parties to the action, suit or proceeding;

·  if such a quorum is not obtainable, or if obtainable and a majority vote of a quorum of
disinterested directors so directs, by independent legal counsel in a written opinion; or

·  by the shareholders.

Expenses, including attorneys' fees, incurred in defending any action or proceeding shall be
paid by Prudential Bancorp in advance of the final disposition of the action or proceeding. To
receive advance payment, the officer or director must submit an undertaking to Prudential
Bancorp to repay the amount if it is ultimately determined that he is not entitled to be
indemnified by Prudential Bancorp as authorized by the Bylaws.

Federal Charter and Bylaws.  The proposed federal charter and bylaws do not similarly provide
for indemnification of directors and executive officers or for limitation of liability of these
persons. However, the Office of Thrift Supervision has indicated that as a matter of policy,
mid-tier stock holding companies are subject to the same regulations with respect to
indemnification to which federal savings associations are subject. Office of Thrift Supervision
regulations require a federal savings association to indemnify its directors, officers and
employees against legal and other expenses incurred in defending lawsuits brought or
threatened against them by reason of their performance as directors, officers, or employees.
Indemnification may be made only if final judgment on the merits is in his favor or in case of
(i) settlement, (ii) final judgment against him, or (iii) final judgment in his favor other than on
the merits, if a majority of the disinterested directors of the savings association determines that
he was acting in good faith within the scope of his employment or authority as he could
reasonably have perceived it under the circumstances and for a purpose he could have
reasonably believed under the circumstances was in the best interests of the savings bank or its
shareholders. If a majority of the disinterested directors of the savings association concludes
that in connection with an action any person ultimately may become entitled to
indemnification, the directors may authorize payment of reasonable costs and expenses arising
from defense or settlement of such action. A savings association is required to give the Office
of Thrift Supervision at least 60 days' notice of its intention to make indemnification and no
indemnification shall be made if the Office of Thrift Supervision objects to the savings
association in writing.
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To the best of management's knowledge, there is currently no pending or threatened litigation
for which indemnification may be sought.

Comparison of Shareholder Rights and Certain Anti-Takeover Provisions

As a result of the reorganization, holders of the common stock, whose rights are presently
governed by federal and Pennsylvania law and Prudential Bancorp's Pennsylvania Articles of
Incorporation and Bylaws, will become shareholders of the new federally chartered Prudential
Bancorp whose rights will be governed by federal law and the proposed federal charter and
bylaws.

Capital Stock.  Both the Pennsylvania Articles of Incorporation and the proposed federal
charter authorize Prudential Bancorp to issue 40,000,000 shares of common stock, par value
$0.01 per share, and 10,000,000 shares of serial preferred stock, par value $0.01 per share.

Cumulative Voting.  Neither the Pennsylvania Articles of Incorporation nor the federal charter
provide for cumulative voting.

Preemptive Rights.  Under both the Pennsylvania Articles of Incorporation and the proposed
federal charter, holders of common stock are not entitled to preemptive rights with respect to
any shares that may be issued.

Vacancies on the Board of Directors.  Under the Pennsylvania Articles of Incorporation, a
majority vote of directors then in office may appoint new directors to fill vacancies on the
Board and directors so chosen shall hold office for a term expiring at the annual meeting of
shareholders at which the term of office of the class to which they have been chosen expires.
In contrast, the proposed federal bylaws provides that any director appointed by a majority of
the remaining directors to fill a vacancy shall serve for a term of office continuing only until
the next election of directors by shareholders.

Number and Term of Directors.  The Pennsylvania Articles of Incorporation provide that the
number of directors shall be fixed from time to time exclusively by the Board of Directors and
that the directors shall be divided into three classes. The Pennsylvania Bylaws provide that the
number of directors shall be not less than five nor more than 10. The federal charter provides
that the number of directors shall be not fewer than five nor more than 15, unless the Office of
Thrift Supervision approves a greater or lesser number. The federal bylaws specify that the
number of directors shall be six. The federal bylaws also provide for the Board of Directors to
be classified into three classes as nearly equal in number as possible.

Presentation of New Business at Meetings of Shareholders.  The Pennsylvania Bylaws
generally provide that for a shareholder to properly bring business before an annual meeting of
shareholders, he must deliver notice not less than 120 days prior to the anniversary date of the
mailing of the proxy statement in connection with the previous year's annual meeting. In
addition, the Pennsylvania Bylaws provide that notice of shareholder nominations to the Board
of Directors be delivered not less than 120 days prior to the anniversary date of the mailing of
the proxy statement in connection with the previous year's annual meeting.

The federal bylaws provide that any new business to be taken up at an annual meeting of
shareholders must be filed with the Secretary at least five days prior to the date of the annual
meeting. Such bylaws also provide that no nominations for directors by shareholders shall be
considered at an annual meeting unless made by shareholders in writing and delivered to the
Secretary at least five days prior to the date of the annual meeting.
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Amendment of Chartering Instrument and Bylaws.  Amendments to the Pennsylvania Articles
of Incorporation must be approved by a majority vote of the Board of Directors and, to the
extent required by law, by a majority of the outstanding shares of the voting stock. To the
extent permitted by applicable law, the Board of Directors may amend the Pennsylvania
Bylaws by a majority vote. Shareholders may amend the Pennsylvania Bylaws by a majority
vote of the shares generally entitled to vote in an election of directors.

The federal charter may be amended if such amendment is proposed by the Board of Directors
and approved by shareholders by a majority of the votes eligible to be cast, unless a higher
vote is required by the Office of Thrift Supervision. The federal bylaws may be amended upon
approval by a majority vote of the authorized Board of Directors or by a majority vote of the
votes cast by shareholders of Prudential Bancorp, and upon receipt of approval by the Office
of Thrift Supervision, if applicable.

Limitation on Voting Rights.  The Pennsylvania Articles of Incorporation provide that no
person other than Prudential Mutual Holding Company, may directly or indirectly offer to
acquire or acquire the beneficial ownership of more than 10% of the issued and outstanding
shares of any class of an equity security of Prudential Bancorp. This restriction does not apply
to any employee benefit plan or arrangement established by Prudential Bancorp or a subsidiary
of Prudential Bancorp, or any other offer or acquisition approved in advance by the affirmative
vote of 80% of the members of Prudential Bancorp's Board of Directors. If shares are acquired
in violation of this provision, all shares beneficially owned by any person in excess of 10%
shall not be counted as shares entitled to vote and shall not be voted in connection with any
matters submitted to shareholders for a vote. The proposed federal charter does not contain a
similar provision regarding the voting of excess shares.

Optional Exchange of Stock Certificates

After the reorganization is effected, stock certificates evidencing shares of Prudential
Bancorp's common stock under Prudential Bancorp's current Pennsylvania Articles of
Incorporation and Bylaws will represent, by operation of law, the same number of shares of
Prudential Bancorp's common stock under the federal charter and bylaws. Holders of common
stock certificate will not be required to exchange their existing stock certificates for certificates
of the federal corporation, but will have the option to do so. Please do not send your stock
certificates to Prudential Bancorp at this time.

Tax Consequences

Prudential Bancorp has received opinions of its special counsel, Elias, Matz, Tiernan &
Herrick L.L.P., Washington, D.C., and its independent registered public accounting firm, S.R.
Snodgrass, A.C., that the reorganization constitutes a reorganization under Section 368 of the
Internal Revenue Code, and that no gain or loss will be recognized by Prudential Bancorp
shareholders as a result of the reorganization for federal income tax purposes and that no
additional income tax liabilities will result under the Pennsylvania Corporate Net Income Tax,
respectively.  It should be noted that these opinions are not binding upon the Internal Revenue
Service. Each Prudential Bancorp shareholder should consult his own tax counsel as to specific
federal, state and local tax consequences of the reorganization, if any, to such shareholder.
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Accounting Consequences

We believe that there will be no material accounting consequences as a result of the
reorganization.

Amendment or Termination of the Plan of Reorganization

The Board of Directors of Prudential Bancorp may cause the Plan of Reorganization to be
amended or terminated if the Board determines for any reason that such amendment or
termination would be advisable; provided, that if such amendment or termination occurs after
the solicitation of proxies from shareholders to vote on the Plan, such amendment or
termination may require the concurrence of the Office of Thrift Supervision and the
Pennsylvania Department of Banking.

The Board of Directors believes that the reorganization is in the
best interests of Prudential Bancorp and its shareholders and recommends
a vote FOR the Plan of Reorganization.

RATIFICATION OF APPOINTMENT OF
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

(PROPOSAL THREE)

The Audit Committee of the Board of Directors of Prudential Bancorp has appointed S.R.
Snodgrass, A.C., an independent registered public accounting firm, to perform the audit of our
financial statements for the year ending September 30, 2010, and further directed that the
appointment of S.R. Snodgrass as our auditors be submitted for ratification by the shareholders
at the annual meeting.

We have been advised by S.R. Snodgrass that neither that firm nor any of its associates has any
relationship with Prudential Bancorp or its subsidiaries other than the usual relationship that
exists between an independent registered public accounting firm and its clients.  S.R.
Snodgrass will have one or more representatives at the annual meeting who will have an
opportunity to make a statement, if they so desire, and will be available to respond to
appropriate questions.

In determining whether to appoint S.R. Snodgrass as our independent registered public
accounting firm, the Audit Committee considered whether the provision of services, other than
auditing services, by S.R. Snodgrass is compatible with maintaining its independence.  In
addition to performing auditing services, our independent registered public accounting firm
reviewed our public filings.  The Audit Committee believes that S.R. Snodgrass's performance
of these other services is compatible with maintaining the independent registered public
accounting firm's independence.

The Board of Directors recommends that you vote FOR the ratification of the
appointment of S.R. Snodgrass, A.C. as our independent registered public accounting firm
for the fiscal year ending September 30, 2010.

Change in Auditors

Prudential Bancorp's financial statements for the fiscal year ended September 30, 2008 were
audited by Deloitte & Touche LLP.  In May 2009, the engagement of Deloitte & Touche was
terminated by the Audit Committee of the Board of Directors and S.R. Snodgrass was engaged
as the independent registered public accounting firm of Prudential Bancorp.  In connection
with their audit for the year ended September 2008 and during the subsequent interim period
preceding the replacement of Deloitte & Touche, there were no disagreements with Deloitte &
Touche on any matter of accounting principles or practices, financial statement disclosures, or
auditing scope or procedure. Deloitte & Touche’s report on the financial statements for fiscal
2008 did not contain an adverse opinion or disclaimer of opinion and was not qualified or
modified as to uncertainty, audit scope or accounting principles.  During fiscal 2008, Deloitte
& Touche did not advise, and has not indicated to Prudential Bancorp that it had reason to
advise, Prudential Bancorp of any reportable event, as defined in Item 304(a) of Regulation
S-K of the Exchange Act.  During fiscal 2008, Prudential Bancorp had not consulted S.R.
Snodgrass regarding the application of accounting principles, either contemplated or proposed,
the type of audit opinion that might be rendered on Prudential Bancorp's financial statements
or any other matters that would be required to be reported herein.
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Audit Fees

The following table sets forth the aggregate fees paid by us to S.R. Snodgrass for professional
services in connection with the audit of Prudential Bancorp’s consolidated financial statements
for fiscal 2009 and the fees paid by us to S.R. Snodgrass for audit-related services, tax services
and all other services during fiscal 2009 and as well as the fees paid by us to Deloitte &
Touche for services rendered in connection with the audit of Prudential Bancorp’s financial
statements for fiscal 2008. No fees were paid by us to Deloitte & Touche for audit-related
services, tax services or any other services rendered by Deloitte & Touche during fiscal 2008.

Year Ended
September 30,

2009 2008
Audit fees (1)(2)                                                                                      $89,253 $297,500
Audit-related
fees                                                                                      -- --
Tax fees                                                                                      22,803 --
All other fees                                                                                      -- --
Total                                                                                    $112,056 $297,500
___________________
(1)Audit fees consist of fees incurred in connection with the audit of our annual financial

statements and the review of the interim financial statements included in our quarterly
reports filed with the Securities and Exchange Commission, as well as work generally only
the independent auditor can reasonably be expected to provide, such as statutory audits,
consents and assistance with and review of documents filed with the Securities and
Exchange Commission.

(2)Reflects audit fees paid to S.R. Snodgrass with respect to the quarter ended June 30, 2009
and the year ended September 30, 2009.

(3)Tax fees consist of compliance fees for the preparation of tax returns during fiscal 2009.

The Audit Committee selects our independent registered public accounting firm and
pre-approves all audit services to be provided by it to Prudential Bancorp.  The Audit
Committee also reviews and pre-approves all audit-related and non-audit related services
rendered by our independent registered public accounting firm in accordance with the Audit
Committee's charter.  In its review of these services and related fees and terms, the Audit
Committee considers, among other things, the possible effect of the performance of such
services on the independence of our independent registered public accounting firm.  The Audit
Committee pre-approves certain audit-related services and certain non-audit related tax
services which are specifically described by the Audit Committee on an annual basis and
separately approves other individual engagements as necessary.  The Chair of the Audit
Committee has been delegated the authority to approve non-audit related services in lieu of the
full Audit Committee.  On a quarterly basis, the Chair of the Audit Committee presents any
previously-approved engagements to the full Audit Committee.

Each new engagement of S.R. Snodgrass was approved in advance by the Audit Committee or
its Chair, and none of those engagements made use of the de minimis exception to
pre-approval contained in the Securities and Exchange Commission's rules.
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SHAREHOLDER PROPOSALS, NOMINATIONS AND
COMMUNICATIONS

WITH THE BOARD OF DIRECTORS

Shareholder Proposals.  Any proposal which a shareholder wishes to have included in the
proxy materials of Prudential Bancorp relating to the next Annual Meeting of Shareholders of
Prudential Bancorp, which is expected to be held in February 2011, must be received at the
principal executive offices of Prudential Bancorp, 1834 West Oregon Avenue, Philadelphia,
Pennsylvania 19145, Attention: Joseph R. Corrato, Executive Vice President and Chief
Financial Officer, no later than September 10, 2010.  If such proposal is in compliance with all
of the requirements of Rule 14a-8 under the Securities Exchange Act of 1934, as amended, it
will be included in the proxy statement and set forth on the form of proxy issued for such
annual meeting of shareholders.  It is urged that any such proposals be sent certified mail,
return receipt requested. We did not receive any shareholder proposals for this Annual
Meeting.

Shareholder proposals which are not submitted for inclusion in Prudential Bancorp's proxy
materials pursuant to Rule 14a-8 may be brought before an annual meeting pursuant to Section
2.10 of Prudential Bancorp's Bylaws.  Notice of the proposal must be given in writing and
delivered to, or mailed and received at, our principal executive offices by September 10,
2010.  The notice must include the information required by Section 2.10 of our Bylaws.

If the Plan of Reorganization is approved by our shareholders and we complete the
reorganization prior to the next annual meeting of shareholders, the proposed Bylaws of
Prudential Bancorp, Inc., our successor corporation, provide that notice, satisfying the
provisions of Article II, Section 15 of Prudential Bancorp's Bylaws, must be received at the
address indicated above at least five days before the date of the next annual meeting.

Shareholder Nominations.  Our Bylaws provide that, subject to the rights of the holders of any
class or series of stock having a preference over the common stock as to dividends or upon
liquidation, all nominations for election to the Board of Directors, other than those made by the
Board or a committee thereof, shall be made by a shareholder who has complied with the
notice and information requirements contained in Section 3.12 of our Bylaws.  Written notice
of a shareholder nomination generally must be communicated to the attention of the Secretary
and either delivered to, or mailed and received at, our principal executive offices not later than,
with respect to an annual meeting of shareholders, 120 days prior to the anniversary date of the
mailing of proxy materials by us in connection with the immediately preceding annual meeting
of shareholders or, in the case of the 2011 annual meeting, by September 10, 2010.  If we
complete the reorganization prior to the next annual meeting of shareholders, the proposed
Bylaws of Prudential Bancorp, Inc., our successor corporation, provide that nominations must
be received at least five days before the date of the next annual meeting.  We did not receive
any shareholder nominations for this Annual Meeting.

Other Shareholder Communications.  Shareholders who wish to communicate with the Board
may do so by sending written communications addressed to the Board of Directors of
Prudential Bancorp, Inc. of Pennsylvania, c/o Regina Wilson, Corporate Secretary, at 1834
West Oregon Avenue, Philadelphia, Pennsylvania 19145.  Ms. Wilson will forward such
communications to the director or directors to whom they are addressed.
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ANNUAL REPORTS

A copy of Prudential Bancorp's Annual Report to Shareholders, which includes the Form 10-K
for the year ended September 30, 2009, accompanies this proxy statement.  Such annual report
is not part of the proxy solicitation materials.

Upon receipt of a written request, we will furnish to any shareholder a copy of the exhibits to
the Annual Report on Form 10-K.  Such written requests should be directed to Mr. Joseph R.
Corrato, Executive Vice President and Chief Financial Officer, Prudential Bancorp, Inc. of
Pennsylvania, 1834 West Oregon Avenue, Philadelphia, Pennsylvania 19145.

OTHER MATTERS

Management is not aware of any business to come before the annual meeting other than the
matters described above in this proxy statement.  However, if any other matters should
properly come before the meeting, it is intended that the proxies solicited hereby will be voted
with respect to those other matters in accordance with the judgment of the persons voting the
proxies.

Solicitation of Proxies.  The cost of the solicitation of proxies will be borne by Prudential
Bancorp.  Prudential Bancorp will reimburse brokerage firms and other custodians, nominees
and fiduciaries for reasonable expenses incurred by them in sending the proxy materials to the
beneficial owners of Prudential Bancorp's common stock.  In addition to solicitations by mail,
directors, officers and employees of Prudential Bancorp may solicit proxies personally or by
telephone without additional compensation.
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Exhibit A

PLAN OF REORGANIZATION

of

PRUDENTIAL MUTUAL HOLDING COMPANY,

PRUDENTIAL BANCORP, INC. OF PENNSYLVANIA

and

PRUDENTIAL SAVINGS BANK
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1.         INTRODUCTION.

For purposes of this section, all capitalized terms have the meaning ascribed to them in Section
2.

On March 29, 2005, Prudential Bank, a mutually chartered bank, reorganized into the mutual
holding company form of organization.  To accomplish this transaction, Prudential Bank
converted to a stock bank and became a wholly owned subsidiary of a newly formed
Pennsylvania-chartered stock-form mid-tier holding company known as Prudential Bancorp,
Inc. of Pennsylvania.  The Mid-Tier Holding Company simultaneously issued a majority of its
shares of common stock to a newly formed Pennsylvania-chartered mutual holding company
known as Prudential Mutual Holding Company and sold additional shares of its common stock
to depositors of the Bank, employee stock benefit plans of the Bank and members of the
general public.

The Boards of Directors of the Primary Parties believe that this Plan of Reorganization which
will result in the Bank operating as a subsidiary of a federally chartered mid-tier stock
company and an indirect subsidiary of a federally chartered mutual holding company is in the
best interests of the Primary Parties, as well as the best interests of depositors and
Shareholders.  As a Pennsylvania-chartered mutual holding company regulated by the FRB,
Prudential Mutual Holding Company cannot waive its right to receive cash dividends paid by
the Mid-Tier Holding Company.  The Reorganization will among other things, (1) permit the
Federal Mutual Holding Company to waive its receipt of cash dividends, thereby avoiding
double taxation of the dividends; and (2) facilitate the possible second-step conversion, which
may be undertaken in the next several years.  A second step conversion by a federally
chartered mutual holding company is processed by the OTS which has greater expertise and
experience in second-step conversion transactions than the FRB.  As such, it is believed that a
second step conversion through the OTS can be effected more expeditiously and more
cost-effectively than through the FRB and with less regulatory uncertainty.

The Plan of Reorganization provides for the merger of Prudential Mutual Holding Company
and the Mid-Tier Holding Company, each of which are Pennsylvania-chartered companies,
with and into newly chartered federal companies in order to permit the resulting companies to
be federally chartered.  The Plan provides for the merger transactions rather than a simple plan
of charter conversion because the authority to effect a charter conversion of a Pennsylvania
mutual holding company to a federal mutual holding company and a Pennsylvania mid-tier
holding company to a federal mid-tier holding company is unclear.

This Plan is subject to the approval of the OTS and, if required, the Department.  This Plan
also must be approved by the affirmative vote of a majority of the votes cast, in person or by
proxy, by all Shareholders entitled to vote, at the Shareholders’ Meeting.  After the
Reorganization, the Bank will continue to be regulated by the Department, as its chartering
authority, and by the FDIC.  The OTS will replace the FRB as the primary federal regulator of
the Mutual Holding Company and the Mid-Tier Holding Company, following their respective
mergers with and into the Federal Mutual Holding Company and the Federal Mid-Tier Holding
Company.  In addition, the Bank will continue to be a member of the Federal Home Loan
Bank System and all insured savings deposits will continue to be insured by the FDIC up to the
maximum provided by law.

This Plan was adopted by the Boards of Directors of the Primary Parties on November 18,
2009.

2.         DEFINITIONS.

As used in this Plan, the terms set forth below have the following meaning:

2.1           Bank means Prudential Savings Bank, a Pennsylvania-chartered stock savings bank.

2.2           Department means the Department of Banking for the Commonwealth of
Pennsylvania.
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2.3           FDIC means the Federal Deposit Insurance Corporation or any successor thereto.

2.4           Federal Mutual Holding Company or Federal MHC means the newly organized
federal mutual holding company which upon consummation of the merger of the Mutual
Holding Company into it shall operate under the name “Prudential Mutual Holding Company.”

2.5           Federal Mid-Tier Holding Company or Federal Mid-Tier means the newly organized
federal mid-tier holding company which upon consummation of the merger of the Mid-Tier
Holding Company into it shall operate under the name “Prudential Mutual Holding Company.”

2.6           Federal Mid-Tier Holding Company Common Stock means the common stock of the
Federal Mid-Tier Holding Company, par value $0.01 per share, which stock is not insured by
the FDIC or any other governmental entity.

2.7           FRB means the Board of Governors of the Federal Reserve System.

2.8           Mid-Tier Holding Company or Mid-Tier means Prudential Bancorp, Inc. of
Pennsylvania, an existing Pennsylvania-chartered stock corporation.

2.9           Mid-Tier Holding Company Common Stock means the common stock of the
Mid-Tier Holding Company, par value $0.01 per share, which stock is not insured by the FDIC
or any other governmental entity.

2.10           Mid-Tier Merger means the merger of the Mid-Tier Holding Company with and
into the Federal Mid Tier Holding Company pursuant to the Plan of Merger included as Annex
A hereto.

2.11           Mutual Holding Company or MHC means Prudential Mutual Holding Company, an
existing Pennsylvania-chartered mutual entity.

2.12           Mutual Holding Company Merger means the merger of the Mutual Holding
Company with and into the Federal Mutual Holding Company pursuant to the Plan of Merger
included as Annex B hereto.

2.13           OTS means the Office of Thrift Supervision or any successor thereto.

2.14           Primary Parties mean the Mutual Holding Company, the Mid-Tier Holding
Company and the Bank.

2.15           Plan means this Plan of Reorganization.

2.16           Reorganization means the series of transactions provided for in this Plan, including
but not limited to (i) the Mutual Holding Company Merger and (ii) the Mid-Tier Merger.

2.17           SEC means the Securities and Exchange Commission.

2.18           Shareholders mean those persons who own shares of Mid-Tier Holding Company
Common Stock.
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2.19           Shareholders’ Meeting means the annual or special meeting of Shareholders of the
Mid-Tier Holding Company called for the purpose of submitting this Plan to the Shareholders
for their consideration and approval, including any adjournments of such meeting.

3.         GENERAL PROCEDURE FOR REORGANIZATION.

(a)           The Reorganization will be comprised of a number of substantially simultaneous
transactions, described below, which will result in the conversion of the Mutual Holding
Company and the Mid-Tier Holding Company to federal charters and each of them becoming a
savings and loan holding company.

(b)           The Primary Parties shall submit or cause to be submitted to the OTS and the
Department, as applicable, all holding company, merger and other applications or notices
necessary for the Reorganization.  All notices required to be published in connection with such
applications shall be published at the times required.

(c)           The Mid-Tier Holding Company shall file preliminary proxy materials with the SEC
and, if required, the OTS and the Department, in order to seek the approval of the Plan by the
Shareholders.  Promptly following clearance of such proxy materials and the receipt of any
other requisite approval of the OTS and, if applicable, the Department, the Mid-Tier Holding
Company will mail definitive proxy materials to Shareholders, in accordance with the Articles
of Incorporation and Bylaws of the Mid-Tier Holding Company, for their consideration and
approval of this Plan at the Shareholders’ Meeting.  The Plan must be approved by the
affirmative vote of a majority of the votes cast, in person or by proxy, by all Shareholders
entitled to vote at the Shareholders’ Meeting.

(d)           The effective date of the Reorganization shall be the date set forth in Section 4
hereof.  Upon the effective date, the following transactions shall occur:  (i) the Federal Mutual
Holding Company, a new federally chartered mutual holding company, will be organized and
the Mutual Holding Company will merge with and into the Federal Mutual Holding Company
with the Federal Mutual Holding Company surviving, (ii) the Federal Mid-Tier Holding
Company, a new federally chartered mid-tier holding company, will be organized and the
Mid-Tier Holding Company will be merged with and into the Federal Mid-Tier Holding
Company with the Federal Mid-Tier Holding Company surviving and (iii) the Bank’s election
to be treated as a savings association pursuant to Section 10(l) of the Home Owners’ Loan Act,
as amended, shall become effective.

(e)           As a result of the Mid-Tier Merger, the shares of Mid-Tier Holding Company
Common Stock held by the Shareholders shall be converted into shares of Federal Mid-Tier
Holding Company Common Stock on a one-for-one basis.  In addition, as a result of the
Mid-Tier Merger, options to purchase shares of Mid-Tier Holding Company Common Stock
which are outstanding immediately prior to consummation of the Reorganization shall be
converted into options to purchase shares of Federal Mid-Tier Holding Company Common
Stock with the number of shares subject to the option, the exercise price per share thereof  and
the duration of the option remaining unchanged.

(f)           The Primary Parties may retain and pay for the services of financial and other
advisors to assist in connection with any or all aspects of the Reorganization.  All fees,
expenses, retainers and similar items shall be reasonable.

4. EFFECTIVE DATE.

The effective date of the Reorganization shall be the date upon which the last of the following
actions occurs: (i) the filing of Articles of Combination with the OTS with respect to the
Mid-Tier Merger and (ii) the filing of Articles of Combination with the OTS with respect to
the Mutual Holding Company Merger.  The filing of Articles of Combination relating to the
Mutual Holding Company Merger and the Mid-Tier Merger shall not occur until all requisite
regulatory and Shareholder approvals have been obtained.  It is intended that the closing of the
Mutual Holding Company Merger and the Mid-Tier Merger shall occur consecutively and
substantially simultaneously.
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5.         AMENDMENT OR TERMINATION OF THE PLAN.

If deemed necessary or desirable by the Boards of Directors of the Primary Parties, this Plan
may be substantively amended, as a result of comments from regulatory authorities or
otherwise, at any time prior to the solicitation of proxies from Shareholders to vote on the Plan
and at any time thereafter with the concurrence of the OTS and, if required, the
Department.  Any amendment to this Plan made after approval by the Shareholders with the
concurrence of the OTS and, if required, the Department, shall not necessitate further approval
by the Shareholders unless otherwise required by the OTS.  Prior to the Shareholders’ Meeting,
this Plan may be terminated by the Boards of Directors of the Primary Parties without approval
of the OTS or the Department.

6.         INTERPRETATION OF THE PLAN.

All interpretations of this Plan and application of its provisions to particular circumstances by
a majority of each of the Boards of Directors of the Primary Parties shall be final, subject to
the authority of the OTS and the Department.
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Exhibit B

SUBSIDIARY HOLDING COMPANY CHARTER
OF

PRUDENTIAL BANCORP, INC. OF PENNSYLVANIA

Section 1.       Corporate Title.  The full corporate title of the MHC subsidiary holding
company is Prudential Bancorp, Inc. of Pennsylvania (the "Company").

Section 2.      Domicile.  The domicile of the Company shall be in the city of Philadelphia, in
the Commonwealth of Pennsylvania.

Section 3.       Duration.  The duration of the Company is perpetual.

Section 4.       Purpose and Powers.  The purpose of the Company is to pursue any or all of the
lawful objectives of a federal mutual holding company chartered under Section 10(o) of the
Home Owners' Loan Act, 12 U.S.C. §1467a(o), and to exercise all of the express, implied, and
incidental powers conferred thereby and by all acts amendatory thereof and supplemental
thereto, subject to the Constitution and laws of the United States as they are now in effect, or
as they may hereafter be amended, and subject to all lawful and applicable rules, regulations,
and orders of the Office of Thrift Supervision (the "Office").

Section 5.       Capital Stock.  The total number of shares of all classes of the capital stock that
the Company has the authority to issue is 50,000,000, of which 40,000,000 shares shall be
common stock, par value $0.01 per share, and of which 10,000,000 shares shall be preferred
stock.  The shares may be issued from time to time as authorized by the board of directors
without the approval of the shareholders, except as otherwise provided in this Section 5 or to
the extent that such approval is required by governing law, rule, or regulation.  The
consideration for the issuance of the shares shall be paid in full before their issuance and shall
not be less than the par value.  Neither promissory notes nor future services shall constitute
payment or part payment for the issuance of shares of the Company.  The consideration for the
shares shall be cash, tangible or intangible property (to the extent direct investment in such
property would be permitted to the Company), labor or services actually performed for the
Company, or any combination of the foregoing.  In the absence of actual fraud in the
transaction, the value of such property, labor, or services, as determined by the board of
directors of the Company, shall be conclusive.  Upon payment of such consideration, such
shares shall be deemed to be fully paid and nonassessable.  In the case of a stock dividend, that
part of the retained earnings of the Company which is transferred to common stock or paid-in
capital accounts upon the issuance of shares as a share dividend shall be deemed to be the
consideration for their issuance.

Except for shares issued in the initial organization of the Company, no shares of capital stock
(including shares issuable upon conversion, exchange or exercise of other securities) shall be
issued, directly or indirectly, to officers, directors, or controlling persons (except for shares
issued to Prudential Mutual Holding Company (the "MHC"), the parent mutual holding
company of the Company) of the Company other than as part of a general public offering or as
qualifying shares to a director, unless their issuance or the plan under which they would be
issued has been approved by a majority of the total votes eligible to be cast at a legal meeting.

Nothing contained in this Section 5 (or in any supplementary sections hereto) shall entitle the
holders of any class or series of capital stock to vote as a separate class or series or to more
than one vote per share; provided, that this restriction on voting separately by class or series
shall not apply:
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(i)           To any provision which would authorize the holders of preferred stock, voting as a
class or series, to elect some members of the board of directors, less than a majority thereof, in
the event of default in the payment of dividends on any class or series of preferred stock;

(ii)           To any provision which would require the holders of preferred stock, voting as a
class or series, to approve the merger or consolidation of the Company with another
corporation or the sale, lease or conveyance (other than by mortgage or pledge) of properties
or business in exchange for securities of a corporation other than the Company if the preferred
stock is exchanged for securities of such other corporation; provided, that no provision may
require such approval for transactions undertaken with the assistance or pursuant to the
direction of the Office or the Federal Deposit Insurance Corporation;

(iii)           To any amendment which would adversely change the specific terms of any class or
series of capital stock as set forth in this Section 5 (or in any supplementary sections hereto),
including any amendment which would create or enlarge any class or series ranking prior
thereto in rights and preferences.  An amendment which increases the number of authorized
shares of any class or series of capital stock, or substitutes the surviving entity in a merger or
consolidation for the Company, shall not be considered to be such an adverse change.

A description of the different classes and series (if any) of the Company's capital stock and a
statement of the designations, and the relative rights, preferences and limitations of the shares
of each class of and series (if any) of capital stock are as follows:

A.           Common Stock.  Except as provided in this Section 5 (or in any supplementary
sections hereto) the holders of the common stock shall exclusively possess all voting
power.  Each holder of shares of common stock shall be entitled to one vote for each share
held by such holder, and there shall be no cumulative voting for the election of directors.

Whenever there shall have been paid, or declared and set aside for payment, to the holders of
the outstanding shares of any class of stock having preference over the common stock as to
payment of dividends, the full amount of dividends and of sinking fund, retirement fund or
other retirement payments, if any, to which such holders are respectively entitled in preference
to the common stock, then dividends may be paid on the common stock and on any class or
series of stock entitled to participate therewith as to dividends out of any assets legally
available for the payment of dividends.

In the event of any liquidation, dissolution or winding up of the Company, the holders of the
common stock (and the holders of any class or series of stock entitled to participate with the
common stock in the distribution of assets) shall be entitled to receive, in cash or in kind, the
assets of the Company available for distribution remaining after: (i) payment or provision for
payment of the Company's debts and liabilities; (ii) distributions or provisions for distributions
in settlement of any liquidation account; and (iii) distributions or provisions for distributions to
holders of any class or series of stock having preference over the common stock in the
liquidation, dissolution or winding up of the Company.  Each share of common stock shall
have the same rights as and be identical in all respects with all the other shares of common
stock.

B.           Preferred Stock.  The Company may provide in supplementary sections to its charter
for one or more classes of preferred stock, which shall be separately identified.  The shares of
any class may be divided into and issued in series, with each series separately designated so as
to distinguish the shares thereof from the shares of all other series and classes.  The terms of
each series shall be set forth in a supplementary section to the charter.  All shares of the same
class shall be identical, except as to the following relative rights and preferences, as to which
there may be variations between different series:
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(a)           The distinctive serial designation and the number of shares constituting such series;

(b)           The dividend rate or the amount of dividends to be paid on the shares of such series,
whether dividends shall be cumulative and, if so, from which date(s), the payment date(s) for
dividends, and the participating or other special rights, if any, with respect to dividends;

(c)           The voting powers, full or limited, if any, of shares of such series;

(d)           Whether the shares of such series shall be redeemable and, if so, the price(s) at
which, and the terms and conditions on which, such shares may be redeemed;

(e)           The amount(s) payable upon the shares of such series in the event of voluntary or
involuntary liquidation, dissolution, or winding up of the Company;

(f)           Whether the shares of such series shall be entitled to the benefit of a sinking or
retirement fund to be applied to the purchase or redemption of such shares, and if so entitled,
the amount of such fund and the manner of its application, including the price(s) at which such
shares may be redeemed or purchased through the application of such fund;

(g)           Whether the shares of such series shall be convertible into, or exchangeable for,
shares of any other class or classes of stock of the Company and, if so, the conversion price(s)
or the rate(s) of exchange, and the adjustments thereof, if any, at which such conversion or
exchange may be made, and any other terms and conditions of such conversion or exchange;

(h)           The price or other consideration for which the shares of such series shall be issued;
and

(i)           Whether the shares of such series which are redeemed or converted shall have the
status of authorized but unissued shares of serial preferred stock and whether such shares may
be reissued as shares of the same or any other series of serial preferred stock.

Each share of each series of serial preferred stock shall have the same relative rights as and be
identical in all respects with all the other shares of the same series.

The board of directors shall have authority to divide, by the adoption of supplementary charter
sections, any authorized class of preferred stock into series and, within the limitations set forth
in this section and the remainder of this charter, fix and determine the relative rights and
preferences of the shares of any series so established.

Prior to the issuance of any preferred shares of a series established by a supplementary charter
section adopted by the board of directors, the Company shall file with the Secretary of the
Office a dated copy of that supplementary section of this charter establishing and designating
the series and fixing and determining the relative rights and preferences thereof.

Section 6.        Preemptive Rights.  Holders of the capital stock of the Company shall not be
entitled to preemptive rights with respect to any shares of the Company which may be issued.

Section 7.       Directors.  The Company shall be under the direction of a board of
directors.  The authorized number of directors, as stated in the Company's bylaws, shall not be
fewer than five nor more than 15, except when a lesser or greater number is approved by the
Director of the Office, or his or her delegate.
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Section 8.        Amendment of Charter.  Except as provided in Section 5, no amendment,
addition, alteration, change or repeal of this charter shall be made, unless such is proposed by
the board of directors of the Company, approved by the shareholders by a majority of the votes
eligible to be cast at a legal meeting, unless a higher vote is otherwise required, and approved
or preapproved by the Office.

   PRUDENTIAL BANCORP, INC. OF
PENNSYLVANIA

Attest:    By:
Regina Wilson Thomas A. Vento
Corporate Secretary President and Chief Executive

Officer

   OFFICE OF THRIFT SUPERVISION

Attest:    By:
Corporate Secretary of the
Office of Thrift Supervision

Acting Director of the
Office of Thrift Supervision

Effective Date:

B-4

Edgar Filing: IDENTIVE GROUP, INC. - Form 10-K

Table of Contents 59



Exhibit C

BYLAWS
OF

PRUDENTIAL BANCORP, INC. OF PENNSYLVANIA

ARTICLE I - Home Office

The home office of Prudential Bancorp, Inc. of Pennsylvania (the "Company") shall be at 1834
West Oregon Avenue in the city of Philadelphia in the Commonwealth of Pennsylvania.

ARTICLE II - Shareholders

Section 1.  Place of Meetings.  All annual and special meetings of shareholders shall be held at
the home office of the Company or at such other place as the board of directors may
determine.

Section 2.  Annual Meeting.  A meeting of the shareholders of the Company for the election of
directors and for the transaction of any other business of the Company shall be held annually
within 150 days after the end of the Company’s fiscal year on the first Monday in February, if
not a legal holiday, and if a legal holiday, then on the next day following which is not a legal
holiday, at 11:00 a.m., or at such other date and time within such 150-day period as the board
of directors may determine.

Section 3.  Special Meetings.  Special meetings of the shareholders for any purpose or
purposes, unless otherwise prescribed by the regulations of the Office of Thrift Supervision
(the "Office"), may be called at any time by the chairman of the board, the president, or a
majority of the board of directors, and shall be called by the chairman of the board, the
president, or the secretary upon the written request of the holders of not less than one-tenth of
all of the outstanding capital stock of the Company entitled to vote at the meeting.  Such
written request shall state the purpose or purposes of the meeting and shall be delivered to the
home office of the Company addressed to the chairman of the board, the president, or the
secretary.

Section 4.  Conduct of Meetings.  Annual and special meetings shall be conducted in
accordance with the most current edition of Robert’s Rules of Order unless otherwise
prescribed by regulations of the Office or these bylaws or the board of directors adopts another
written procedure for the conduct of meetings.  The board of directors shall designate, when
present, either the chairman of the board or president to preside at such meetings.

Section 5.  Notice of Meetings.  Written notice stating the place, day and hour of the meeting
and the purpose(s) for which the meeting is called shall be delivered not fewer than 20 nor
more than 50 days before the date of the meeting, either personally or by mail, by or at the
direction of the chairman of the board, the president, or the secretary, or the directors calling
the meeting, to each shareholder of record entitled to vote at such meeting.  If mailed, such
notice shall be deemed to be delivered when deposited in the mail, addressed to the
shareholder at the address as it appears on the stock transfer books or records of the Company
as of the record date prescribed in Section 6 of this Article II with postage prepaid.  When any
shareholders’ meeting, either annual or special, is adjourned for 30 days or more, notice of the
adjourned meeting shall be given as in the case of an original meeting.  It shall not be
necessary to give any notice of the time and place of any meeting adjourned for less than 30
days or of the business to be transacted at the meeting, other than an announcement at the
meeting at which such adjournment is taken.

Section 6.  Fixing of Record Date.  For the purpose of determining shareholders entitled to
notice of or to vote at any meeting of shareholders or any adjournment, or shareholders entitled
to receive payment of any dividend, or in order to make a determination of shareholders for
any other proper purpose, the board of directors shall fix in advance a date as the record date
for any such determination of shareholders.  Such date in any case shall be not more than 60
days and, in case of a meeting of shareholders, not fewer than 10 days prior to the date on
which the particular action, requiring such determination of shareholders, is to be taken.  When
a determination of shareholders entitled to vote at any meeting of shareholders has been made
as provided in this section, such determination shall apply to any adjournment.
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Section 7.  Voting Lists.  At least 20 days before each meeting of the shareholders, the officer
or agent having charge of the stock transfer books for shares of the Company shall make a
complete list of the shareholders of record entitled to vote at such meeting, or any adjournment
thereof, arranged in alphabetical order, with the address and the number of shares held by
each.  This list of shareholders shall be kept on file at the home office of the Company and
shall be subject to inspection by any shareholder of record or the shareholder’s agent at any
time during usual business hours for a period of 20 days prior to such meeting.  Such list shall
also be produced and kept open at the time and place of the meeting and shall be subject to
inspection by any shareholder of record or any shareholder’s agent during the entire time of the
meeting.  The original stock transfer book shall constitute prima facie evidence of the
shareholders entitled to examine such list or transfer books or to vote at any meeting of
shareholders.  In lieu of making the shareholder list available for inspection by shareholders as
provided in the preceding paragraph, the board of directors may elect to follow the procedures
prescribed in § 552.6(d) of the Office’s regulations as now or hereafter in effect.

Section 8.  Quorum.  A majority of the outstanding shares of the Company entitled to vote,
represented in person or by proxy, shall constitute a quorum at a meeting of shareholders.  If
less than a majority of the outstanding shares is represented at a meeting, a majority of the
shares so represented may adjourn the meeting from time to time without further notice.  At
such adjourned meeting at which a quorum shall be present or represented, any business may
be transacted which might have been transacted at the meeting as originally notified.  The
shareholders present at a duly organized meeting may continue to transact business until
adjournment, notwithstanding the withdrawal of enough shareholders to constitute less than a
quorum.  If a quorum is present, the affirmative vote of the majority of the shares represented
at the meeting and entitled to vote on the subject matter shall be the act of the shareholders,
unless the vote of a greater number of shareholders voting together or voting by classes is
required by law or the charter.  Directors, however, are elected by a plurality of the votes cast
at an election of directors.

Section 9.  Proxies.  At all meetings of shareholders, a shareholder may vote by proxy
executed in writing by the shareholder or by his or her duly authorized attorney in
fact.  Proxies may be given telephonically or electronically as long as the holder uses a
procedure for verifying the identity of the shareholder.  Proxies solicited on behalf of the
management shall be voted as directed by the shareholder or, in the absence of such direction,
as determined by a majority of the board of directors.  No proxy shall be valid more than
eleven months from the date of its execution except for a proxy coupled with an interest.

Section 10.  Voting of Shares in the Name of Two or More Persons.  When ownership stands
in the name of two or more persons, in the absence of written directions to the Company to the
contrary, at any meeting of the shareholders of the Company, any one or more of such
shareholders may cast, in person or by proxy, all votes to which such ownership is entitled.  In
the event an attempt is made to cast conflicting votes, in person or by proxy, by the several
persons in whose names shares of stock stand, the vote or votes to which those persons are
entitled shall be cast as directed by a majority of those holding such stock and present in
person or by proxy at such meeting, but no votes shall be cast for such stock if a majority
cannot agree.
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Section 11.  Voting of Shares by Certain Holders.  Shares standing in the name of another
corporation may be voted by any officer, agent, or proxy as the bylaws of such corporation
may prescribe, or, in the absence of such provision, as the board of directors of such
corporation may determine.  Shares held by an administrator, executor, guardian, or
conservator may be voted by him or her, either in person or by proxy, without a transfer of
such shares into his or her name.  Shares standing in the name of a trustee may be voted by
him or her, either in person or by proxy, but no trustee shall be entitled to vote shares held by
him or her without a transfer of such shares into his or her name.  Shares standing in the name
of a receiver may be voted by such receiver, and shares held by or under the control of a
receiver may be voted by such receiver without the transfer into his or her name if authority to
do so is contained in an appropriate order of the court or other public authority by which such
receiver was appointed.

A shareholder whose shares are pledged shall be entitled to vote such shares until the shares
have been transferred into the name of the pledgee, and thereafter the pledgee shall be entitled
to vote the shares so transferred.

Neither treasury shares of its own stock held by the Company nor shares held by another
corporation, if a majority of the shares entitled to vote for the election of directors of such
other corporation are held by the Company, shall be voted at any meeting or counted in
determining the total number of outstanding shares at any given time for purposes of any
meeting.

Section 12.  Cumulative Voting.  Shareholders shall not be permitted to cumulate votes in the
election of directors.

Section 13. Inspectors of Election.  In advance of any meeting of shareholders, the board of
directors may appoint any person other than nominees for office as inspectors of election to act
at such meeting or any adjournment.  The number of inspectors shall be either one or
three.  Any such appointment shall not be altered at the meeting.  If inspectors of election are
not so appointed, the chairman of the board or the president may, or on the request of not
fewer than 10 percent of the votes represented at the meeting shall, make such appointment at
the meeting.  If appointed at the meeting, the majority of the votes present shall determine
whether one or three inspectors are to be appointed.  In case any person appointed as inspector
fails to appear or fails or refuses to act, the vacancy may be filled by appointment by the board
of directors in advance of the meeting or at the meeting by the chairman of the board or the
president.

Unless otherwise prescribed by regulations of the Office, the duties of such inspectors shall
include:  determining the number of shares and the voting power of each share, the shares
represented at the meeting, the existence of a quorum, and the authenticity, validity and effect
of proxies; receiving votes, ballots, or consents; hearing and determining all challenges and
questions in any way arising in connection with the rights to vote; counting and tabulating all
votes or consents; determining the results; and such acts as may be proper to conduct the
election or vote with fairness to all shareholders.

Section 14.  Nominating Committee.  The board of directors shall act as a nominating
committee for selecting the management nominees for election as directors.  Except in the case
of a nominee substituted as a result of the death or other incapacity of a management nominee,
the nominating committee shall deliver written nominations to the secretary at least 20 days
prior to the date of the annual meeting.  Upon delivery, such nominations shall be posted in a
conspicuous place in each office of the Company.  No nominations for directors except those
made by the nominating committee shall be voted upon at the annual meeting unless other
nominations by shareholders are made in writing and delivered to the secretary of the
Company at least five days prior to the date of the annual meeting.  Upon delivery, such
nominations shall be posted in a conspicuous place in each office of the Company.  Ballots
bearing the names of all persons nominated by the nominating committee and by shareholders
shall be provided for use at the annual meeting.  However, if the nominating committee shall
fail or refuse to act at least 20 days prior to the annual meeting, nominations for directors may
be made at the annual meeting by any shareholder entitled to vote and shall be voted upon.
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Section 15.  New Business. Any new business to be taken up at the annual meeting shall be
stated in writing and filed with the secretary of the Company at least five days before the date
of the annual meeting, and all business so stated, proposed, and filed shall be considered at the
annual meeting; but no other proposal shall be acted upon at the annual meeting.  Any
shareholder may make any other proposal at the annual meeting and the same may be
discussed and considered, but unless stated in writing and filed with the secretary at least five
days before the meeting, such proposal shall be laid over for action at an adjourned, special, or
annual meeting of the shareholders taking place 30 days or more thereafter.  This provision
shall not prevent the consideration and approval or disapproval at the annual meeting of
reports of officers, directors and committees; but in connection with such reports, no new
business shall be acted upon at such annual meeting unless stated and filed as herein provided.

Section 16.  Informal Action by Shareholders.  Any action required to be taken at a meeting of
the shareholders, or any other action which may be taken at a meeting of shareholders, may be
taken without a meeting if consent in writing, setting forth the action so taken, shall be given
by all of the shareholders entitled to vote with respect to the subject matter.

ARTICLE III - Board of Directors

Section 1.  General Powers.  The business and affairs of the Company shall be under the
direction of its board of directors.  The board of directors shall annually elect a chairman of the
board and a president from among its members and shall designate, when present, either the
chairman of the board or the president to preside at its meetings.

Section 2.  Number, Term and Qualification.  The board of directors shall consist of six
members, and shall be divided into three classes as nearly equal in number as possible.  The
members of each class shall be elected for a term of three years and until their successors are
elected and qualified.  One class shall be elected by ballot annually.

Section 3.  Regular Meetings.  A regular meeting of the board of directors shall be held
without other notice than this bylaw following the annual meeting of shareholders.  The board
of directors may provide, by resolution, the time and place, for the holding of additional
regular meetings without other notice than such resolution.  Directors may participate in a
meeting by means of a conference telephone or similar communications device through which
all persons participating can hear each other at the same time.  Participation by such means
shall constitute presence in person for all purposes.

Section 4.  Special Meetings.  Special meetings of the board of directors may be called by or at
the request of the chairman of the board, the president, or one-third of the directors.  The
persons authorized to call special meetings of the board of directors may fix any place as the
place for  holding any special  meeting of the board of directors cal led by such
persons.  Members of the board of directors may participate in special meetings by means of
conference telephone or similar communications equipment by which all persons participating
in the meeting can hear each other.  Such participation shall constitute presence in person for
all purposes.

Section 5.  Notice.  Written notice of any special meeting shall be given to each director at
least 24 hours prior thereto when delivered personally or by telegram or at least five days prior
thereto when delivered by mail at the address at which the director is most likely to be
reached.  Such notice shall be deemed to be delivered when deposited in the mail so addressed,
with postage prepaid if mailed, when delivered to the telegraph company if sent by telegram,
or when the Company receives notice of delivery if electronically transmitted.  Any director
may waive notice of any meeting by a writing filed with the secretary.  The attendance of a
director at a meeting shall constitute a waiver of notice of such meeting, except where a
director attends a meeting for the express purpose of objecting to the transaction of any
business because the meeting is not lawfully called or convened.  Neither the business to be
transacted at, nor the purpose of, any meeting of the board of directors need be specified in the
notice or waiver of notice of such meeting.
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Section 6.  Quorum.  A majority of the number of directors fixed by Section 2 of this Article
III shall constitute a quorum for the transaction of business at any meeting of the board of
directors; but if less than such majority is present at a meeting, a majority of the directors
present may adjourn the meeting from time to time.  Notice of any adjourned meeting shall be
given in the same manner as prescribed by Section 5 of this Article III.

Section 7.  Manner of Acting.  The act of the majority of the directors present at a meeting at
which a quorum is present shall be the act of the board of directors, unless a greater number is
prescribed by regulation of the Office or by these bylaws.

Section 8.  Action Without a Meeting.  Any action required or permitted to be taken by the
board of directors at a meeting may be taken without a meeting if a consent in writing, setting
forth the action so taken, shall be signed by all of the directors.

Section 9.  Resignation.  Any director may resign at any time by sending a written notice of
such resignation to the home office of the Company addressed to the chairman of the board or
the president.  Unless otherwise specified, such resignation shall take effect upon receipt by
the chairman of the board or the president.  More than three consecutive absences from regular
meetings of the board of directors, unless excused by resolution of the board of directors, shall
automatically constitute a resignation, effective when such resignation is accepted by the board
of directors.

Section 10.  Vacancies.  Any vacancy occurring on the board of directors may be filled by the
affirmative vote of a majority of the remaining directors although less than a quorum of the
board of directors.  A director elected to fill a vacancy shall be elected to serve only until the
next election of directors by the shareholders.  Any directorship to be filled by reason of an
increase in the number of directors may be filled by election by the board of directors for a
term of office continuing only until the next election of directors by the shareholders.

Section 11.  Compensation.  Directors, as such, may receive a stated salary for their
services.  By resolution of the board of directors, a reasonable fixed sum, and reasonable
expenses of attendance, if any, may be allowed for attendance at each regular or special
meeting of the board of directors.  Members of either standing or special committees may be
allowed such compensation for attendance at committee meetings as the board of directors
may determine.

Section 12.  Presumption of Assent.  A director of the Company who is present at a meeting of
the board of directors at which action on any Company matter is taken shall be presumed to
have assented to the action taken unless his or her dissent or abstention shall be entered in the
minutes of the meeting or unless he or she shall file a written dissent to such action with the
person acting as the secretary of the meeting before the adjournment thereof or shall forward
such dissent by registered mail to the secretary of the Company within five days after the date
a copy of the minutes of the meeting is received.  Such right to dissent shall not apply to a
director who voted in favor of such action.
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Section 13.  Removal of Directors.  At a meeting of shareholders called expressly for that
purpose, any director may be removed only for cause by a vote of the holders of a majority of
the shares then entitled to vote at an election of directors.  Whenever the holders of the shares
of any class are entitled to elect one or more directors by the provisions of the charter or
supplemental sections thereto, the provisions of this section shall apply, in respect to the
removal of a director or directors so elected, to the vote of the holders of the outstanding
shares of that class and not to the vote of the outstanding shares as a whole.

ARTICLE IV - Executive and Other Committees

Section 1.  Appointment.  The board of directors, by resolution adopted by a majority of the
full board, may designate the chief executive officer and two or more of the other directors to
constitute an executive committee.  The designation of any committee pursuant to this Article
IV and the delegation of authority shall not operate to relieve the board of directors, or any
director, of any responsibility imposed by law or regulation.

Section 2.  Authority.  The executive committee, when the board of directors is not in session,
shall have and may exercise all of the authority of the board of directors, except to the extent if
any, that such authority shall be limited by the resolution appointing the executive committee;
and except also that the executive committee shall not have the authority of the board of
directors with reference to:  the declaration of dividends; the amendment of the charter or
bylaws of the Company, or recommending to the shareholders a plan of merger, consolidation,
or conversion; the sale, lease, or other disposition of all or substantially all of the property and
assets of the Company otherwise than in the usual and regular course of its business; a
voluntary dissolution of the Company; a revocation of any of the foregoing; or the approval of
a transaction in which any member of the executive committee, directly or indirectly, has any
material beneficial interest.

Section 3.  Tenure.  Subject to the provisions of Section 8 of this Article IV, each member of
the executive committee shall hold office until the next regular annual meeting of the board of
directors following his or her designation and until a successor is designated as a member of
the executive committee.

Section 4.  Meetings.  Regular meetings of the executive committee may be held without
notice at such times and places as the executive committee may fix from time to time by
resolution.  Special meetings of the executive committee may be called by any member thereof
upon not less than one day’s notice stating the place, date, and hour of the meeting, which
notice may be written or oral.  Any member of the executive committee may waive notice of
any meeting and no notice of any meeting need be given to any member thereof who attends in
person.  The notice of a meeting of the executive committee need not state the business
proposed to be transacted at the meeting.

Section 5.  Quorum.  A majority of the members of the executive committee shall constitute a
quorum for the transaction of business at any meeting thereof, and action of the executive
committee must be authorized by the affirmative vote of a majority of the members present at
a meeting at which a quorum is present.

Section 6.  Action Without a Meeting.  Any action required or permitted to be taken by the
executive committee at a meeting may be taken without a meeting if a consent in writing,
setting forth the action so taken, shall be signed by all of the members of the executive
committee.

Section 7.  Vacancies.  Any vacancy in the executive committee may be filled by a resolution
adopted by a majority of the full board of directors.
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Section 8.  Resignations and Removal.  Any member of the executive committee may be
removed at any time with or without cause by resolution adopted by a majority of the full
board of directors.  Any member of the executive committee may resign from the executive
committee at any time by giving written notice to the president or secretary of the
Company.  Unless otherwise specified, such resignation shall take effect upon its receipt; the
acceptance of such resignation shall not be necessary to make it effective.

Section 9.  Procedure.  The executive committee shall elect a presiding officer from its
members and may fix its own rules of procedure which shall not be inconsistent with these
bylaws.  It shall keep regular minutes of its proceedings and report the same to the board of
directors for its information at the meeting held next after the proceedings shall have occurred.

Section 10.  Other Committees.  The board of directors may by resolution establish an audit,
loan, or other committee composed of directors as they may determine to be necessary or
appropriate for the conduct of the business of the Company and may prescribe the duties,
constitution, and procedures thereof.

ARTICLE V - Officers

Section 1.  Positions.  The officers of the Company shall be a president, one or more vice
presidents, a secretary, and a treasurer or comptroller, each of whom shall be elected by the
board of directors.  The board of directors may also designate the chairman of the board as an
officer.  The offices of the secretary and treasurer or comptroller may be held by the same
person and a vice president may also be either the secretary or the treasurer or
comptroller.  The board of directors may designate one or more vice presidents as executive
vice president or senior vice president.  The board of directors may also elect or authorize the
appointment of such other officers as the business of the Company may require.  The officers
shall have such authority and perform such duties as the board of directors may from time to
time authorize or determine.  In the absence of action by the board of directors, the officers
shall have such powers and duties as generally pertain to their respective offices.

Section 2.  Election and Term of Office.  The officers of the Company shall be elected
annually at the first meeting of the board of directors held after each annual meeting of the
shareholders.  If the election of officers is not held at such meeting, such election shall be held
as soon thereafter as possible.  Each officer shall hold office until a successor has been duly
elected and qualified or until the officer’s death, resignation, or removal in the manner
hereinafter provided.  Election or appointment of an officer, employee, or agent shall not of
itself create contractual rights.  The board of directors may authorize the Company to enter
into an employment contract with any officer in accordance with regulations of the Office; but
no such contract shall impair the right of the board of directors to remove any officer at any
time in accordance with Section 3 of this Article V.

Section 3.  Removal.  Any officer may be removed by the board of directors whenever in its
judgment the best interests of the Company will be served thereby, but such removal, other
than for cause, shall be without prejudice to the contractual rights, if any, of the person so
removed.

Section 4.  Vacancies.  A vacancy in any office because of death, resignation, removal,
disqualification, or otherwise, may be filled by the board of directors for the unexpired portion
of the term.

Section 5.  Remuneration.  The remuneration of the officers shall be fixed from time to time by
the board of directors.
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ARTICLE VI - Contracts, Loans, Checks, and Deposits

Section 1.  Contracts.  To the extent permitted by regulations of the Office, and except as
otherwise prescribed by these bylaws with respect to certificates for shares, the board of
directors may authorize any officer, employee, or agent of the Company to enter into any
contract or execute and deliver any instrument in the name of and on behalf of the
Company.  Such authority may be general or confined to specific instances.

Section 2.  Loans.  No loans shall be contracted on behalf of the Company and no evidence of
indebtedness shall be issued in its name unless authorized by the board of directors.  Such
authority may be general or confined to specific instances.

Section 3.  Checks, Drafts, Etc.  All checks, drafts, or other orders for the payment of money,
notes, or other evidences of indebtedness issued in the name of the Company shall be signed
by one or more officers, employees or agents of the Company in such manner as shall from
time to time be determined by the board of directors.

Section 4.  Deposits.  All funds of the Company not otherwise employed may be deposited
from time to time to the credit of the Company in any duly authorized depositories as the board
of directors may select.

ARTICLE VII - Certificates for Shares and Their Transfer

Section 1.  Certificates for Shares.  Certificates representing shares of capital stock of the
Company shall be in such form as shall be determined by the board of directors and approved
by the Office.  Such certificates shall be signed by the chief executive officer or by any other
officer of the Company authorized by the board of directors, attested by the secretary or an
assistant secretary, and sealed with the corporate seal or a facsimile thereof.  The signatures of
such officers upon a certificate may be facsimiles if the certificate is manually signed on behalf
of a transfer agent or a registrar other than the Company itself or one of its employees.  Each
certificate for shares of capital stock shall be consecutively numbered or otherwise
identified.  The name and address of the person to whom the shares are issued, with the
number of shares and date of issue, shall be entered on the stock transfer books of the
Company.  All certificates surrendered to the Company for transfer shall be canceled and no
new certificate shall be issued until the former certificate for a like number of shares has been
surrendered and canceled, except that in the case of a lost or destroyed certificate, a new
certificate may be issued upon such terms and indemnity to the Company as the board of
directors may prescribe.

Section 2.  Transfer of Shares.  Transfer of shares of capital stock of the Company shall be
made only on its stock transfer books.  Authority for such transfer shall be given only by the
holder of record or by his or her legal representative, who shall furnish proper evidence of such
authority, or by his or her attorney authorized by a duly executed power of attorney and filed
with the Company.  Such transfer shall be made only on surrender for cancellation of the
certificate for such shares.  The person in whose name shares of capital stock stand on the
books of the Company shall be deemed by the Company to be the owner for all purposes.

ARTICLE VIII - Fiscal Year

The fiscal year of the Company shall end on the 30th day of September of each year.  The
appointment of accountants shall be subject to annual ratification by the shareholders.
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ARTICLE IX - Dividends

Subject to the terms of the Company’s charter and the regulations and orders of the Office, the
board of directors may, from time to time, declare, and the Company may pay, dividends on its
outstanding shares of capital stock.

ARTICLE X - Corporate Seal

The board of directors shall provide a Company seal which shall be two concentric circles
between which shall be the name of the Company.  The year of incorporation or an emblem
may appear in the center.

ARTICLE XI - Amendments

These bylaws may be amended in a manner consistent with regulations of the Office and shall
be effective after: (i) approval of the amendment by a majority vote of the authorized board of
directors, or by a majority vote of the votes cast by the shareholders of the Company at any
legal meeting, and (ii) receipt of any applicable regulatory approval.  When the Company fails
to meet its quorum requirements, solely due to vacancies on the board, then the affirmative
vote of a majority of the sitting board will be required to amend the bylaws.

C-9
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[X]  PLEASE
MARK VOTES
AS IN THIS
EXAMPLE

REVOCABLE PROXY/VOTING
INSTRUCTION CARD

PRUDENTIAL BANCORP, INC. OF
PENNSYLVANIA

THIS PROXY/VOTING INSTRUCTION CARD IS SOLICITED ON BEHALF OF THE
BOARD OF DIRECTORS OF PRUDENTIAL BANCORP, INC. OF PENNSYLVANIA FOR
USE AT THE ANNUAL MEETING OF SHAREHOLDERS TO BE HELD ON FEBRUARY
8, 2010 AND AT ANY ADJOURNMENT THEREOF.

The undersigned hereby appoints the Board of Directors of Prudential Bancorp, Inc. of
Pennsylvania or any successors thereto, as proxies with full powers of substitution, and the
trustees of the ESOP and 401(k) Plan, as applicable, to represent and vote, as designated
below, all the shares of common stock of Prudential Bancorp, Inc. held of record by or
allocated to the ESOP or 401(k) Plan account of the undersigned as of December 24, 2009 at
the Annual Meeting of Shareholders to be held at the Holiday Inn – Philadelphia Stadium,
located at 900 Packer Avenue, Philadelphia, Pennsylvania on Monday, February 8, 2010, at
11:00 a.m., Eastern time, or at any adjournment thereof.

1.           ELECTION of directors.

  [   ]   FOR                          [   ]    WITHHOLD

NOMINEES for three-year term expiring in 2013: Jerome R. Balka, Esq. and A.J. Fanelli

INSTRUCTIONS:  To withhold authority to vote for any individual nominee, mark
"Withhold" and write that nominee's name in the space provided below.

2.           PROPOSAL to approve of the Plan of Reorganization pursuant to which Prudential
Bancorp will become a federally chartered mid-tier stock company and Prudential Mutual
Holding Company will become a federally chartered mutual holding company.

[   ]   FOR                            [   ]     AGAINST                                 [   ]    ABSTAIN

3.           PROPOSAL to ratify the appointment of S.R. Snodgrass, A.C. as Prudential
Bancorp's independent registered public accounting firm for the fiscal year ending September
30, 2010.

[   ]   FOR                            [   ]     AGAINST                                 [  
]    ABSTAIN

4.           In their discretion, the proxies/trustees are authorized to vote upon such other business
as may properly come before the meeting.

The Board of Directors recommends that you vote "FOR" the nominees listed above, "FOR"
the Plan of Reorganization and "FOR" the ratification of the appointment of S.R. Snodgrass,
A.C.

The shares of Prudential Bancorp's common stock will be voted as specified.  If not otherwise
specified, this proxy/voting instruction card will be voted FOR the nominees to the Board of
Directors, FOR the Plan of Reorganization and FOR the ratification of Prudential Bancorp's
independent registered public accounting firm, and otherwise at the discretion of the
proxies/trustees.  You may revoke your proxy at any time prior to the time it is voted at the
Annual Meeting and your voting instruction card prior to February 1, 2010.

The undersigned hereby acknowledges receipt of the Notice of Annual Meeting of
Shareholders of Prudential Bancorp, Inc. of Pennsylvania and the accompanying Proxy
Statement and Annual Report for the year ended September 30, 2009, prior to the signing of
this proxy/voting instruction card.
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Please be sure to date and sign this
proxy/voting instruction card in the box below

Date

Shareholder/Participant
sign above

• Detach above card, sign, date and mail in postage
paid envelope provided.

•

PRUDENTIAL BANCORP, INC. OF PENNSYLVANIA

PLEASE ACT PROMPTLY
PLEASE COMPLETE, DATE, SIGN, AND MAIL THIS

PROXY/VOTING INSTRUCTIONS CARD PROMPTLY IN THE
ENCLOSED POSTAGE-PAID ENVELOPE.

This card also constitutes your voting instructions for any shares held in
the Employees' Savings & Profit Sharing Plan ("401(k) Plan") and the
Prudential Savings Bank ESOP and the undersigned hereby authorizes the
respective trustees of such Plans to vote the shares allocated to the
undersigned's account(s) as provided herein.  Shares held in the ESOP
and 401(k) Plan allocated to participants' accounts will generally not be
voted unless the proxy/voting instruction card is returned.  With respect to
any other matter that properly comes before the meeting, the trustees are
authorized to vote the shares as directed by Prudential Bancorp.

Please sign this proxy/voting instruction card exactly as your name(s)
appear(s) on this proxy/voting instruction card.  When signing in a
representative capacity, please give title.  When shares are held jointly,
only one holder need sign.

MEETING DIRECTIONS
From Points North and
East:

From Points West:
From Points South:

Take I-76 West toward
Camden/
     Philadelphia
Take exit 350 – Seventh
Street
     toward Packer
Avenue
Turn right on Packer
Avenue
End at 900 Packer
Avenue

Take I-76 East/Schuykill
Expressway East
Take exit 350 – Seventh
Street toward
     Packer Avenue
Turn right on Packer
Avenue
End at 900 Packer Avenue

Take I-95 North
Take exit 17-SR611
North/S.
     Broad Street toward
Pattison Ave.
Turn right on Packer
Avenue
End at 900 Packer
Avenue

IF YOUR ADDRESS HAS CHANGED, PLEASE CORRECT THE ADDRESS IN THE
S P A C E  P R O V I D E D  B E L O W  A N D  R E T U R N  T H I S  P O R T I O N  W I T H  T H E
PROXY/VOTING INSTRUCTION CARD IN THE ENVELOPE PROVIDED.
___________________________________________________

___________________________________________________

___________________________________________________

Important Notice Regarding the Availability of Proxy Materials for the
Shareholder Meeting to Be Held on

February 8, 2010.
The proxy statement and our 2009 Annual Report to Shareholders are
a v a i l a b l e  o n  P r u d e n t i a l  B a n c o r p ' s  w e b s i t e  a t
www.prudentialsavingsbank.com under the "Investor Relations" tab.
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January 8, 2010

To:Participants in the Prudential Savings Bank Employee Stock Ownership Plan (the "ESOP")
and/or Employees' Savings & Profit Sharing Plan (the "401(k) Plan")

Re:          Instructions for voting shares of Prudential Bancorp, Inc. of Pennsylvania

As described in the enclosed materials, proxies are being solicited in connection with the
proposals to be considered at the upcoming Annual Meeting of Shareholders of Prudential
Bancorp, Inc.  We hope you will take advantage of the opportunity to direct the manner in
which shares of common stock of Prudential Bancorp allocated to your account(s) in the
Prudential Savings Bank ESOP and/or 401(k) Plan will be voted.

Enclosed with this letter is the Proxy Statement, which describes the matters to be voted upon,
the Annual Report to Shareholders and, a Proxy/Voting Instruction Card.  After you have
reviewed the Proxy Statement, we urge you to vote your allocated shares held in the ESOP
and/or 401(k) Plan by marking, dating, signing and returning the enclosed Proxy/Voting
Instruction Card in the envelope provided.  In order to be effective, your Proxy/Voting
Instruction Card must be received by Registrar and Transfer Company no later than February
1, 2010.  Registrar and Transfer Company will tabulate the votes for the purpose of having
those shares voted by the Trustees.

We urge each of you to vote, as a means of participating in the governance of the affairs of
Prudential Bancorp.  If your voting instructions are not received, the shares allocated to your
ESOP and/or 401(k) Plan account(s) generally will not be voted by the Trustees.  While I hope
that you will vote in the manner recommended by the Board of Directors, the most important
thing is that you vote in whatever manner you deem appropriate.  Please take a moment to do
so.

Please note that the enclosed material relates only to those shares which have been allocated to
you in your accounts under the ESOP and/or 401(k) Plan.  If you also own shares of Prudential
Bancorp common stock outside of the ESOP and/or 401(k) Plan, you should receive other
voting material for those shares owned by you individually.  Please return all your voting
material so that all your shares may be voted.

Sincerely,
Thomas A. Vento
President and Chief Executive Officer
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