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BANK MUTUAL CORPORATION
4949 West Brown Deer Road
Milwaukee, Wisconsin 53223

(414) 354-1500

March 12, 2009

Dear Fellow Shareholder,

We invite you to attend the Bank Mutual Corporation 2009 Annual Meeting of Shareholders, which will be held at the Four Points Sheraton
Milwaukee North Hotel, 8900 N. Kildeer Court, Milwaukee, Wisconsin at 10:00 a.m., Central Time, on Monday, May 4, 2009.

Bank Mutual Corporation’s Notice of Annual Meeting of Shareholders and Proxy Statement which are enclosed describe the business to be
conducted at the Annual Meeting. If you plan to attend the Annual Meeting, please check the box on the proxy form so that we can plan for the
appropriate number of people.

Also enclosed is a copy of Bank Mutual Corporation’s Summary Annual Report and attached to this Proxy Statement is the Annual Report
on Form 10-K for the year ended December 31, 2008.

YOUR VOTE IS VERY IMPORTANT. Whether or not you plan to attend the Annual Meeting, we urge you to mark, sign, date and
return your proxy form in the enclosed postage-paid envelope as soon as possible to make sure that you are represented. Signing the proxy
will not prevent you from voting in person at the Annual Meeting, but will ensure that your shares will be represented if you are unable to
attend.

Sincerely,

BANK MUTUAL CORPORATION

MICHAEL T. CROWLEY, JR.
Chairman, President and Chief Executive Officer
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BANK MUTUAL CORPORATION

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON MAY 4, 2009

To the Shareholders of Bank Mutual Corporation:

The 2009 annual meeting of shareholders of Bank Mutual Corporation will be held on Monday, May 4, 2009, at 10:00 a.m., Central Time,
at the Four Points Sheraton Milwaukee North Hotel, 8900 N. Kildeer Court, Milwaukee, Wisconsin for the following purposes:

(1) Electing three directors to serve for terms expiring in 2012;
(2) Ratifying the selection of Deloitte & Touche LLP as independent auditors for 2009; and
(3) Transacting such other business as may properly come before the annual meeting or any adjournment thereof.

The board of directors recommends that shareholders vote FOR each of the board’s director nominees and FOR the ratification of
the selection of Deloitte & Touche LLP as independent auditors.

The board of directors has fixed the close of business on March 2, 2009 as the record date for the determination of shareholders entitled to
notice of and to vote at the annual meeting and any adjournment thereof. Only shareholders of record at the close of business on that date will
be entitled to vote at the annual meeting.

We call your attention to the proxy statement accompanying this notice for a more complete statement regarding the matters to be acted
upon at the annual meeting. Please read it carefully.

If you have questions or comments, please direct them to Bank Mutual Corporation, 4949 West Brown Deer Road, Milwaukee, Wisconsin
53223, Attention: Corporate Secretary. Please also contact the corporate secretary if you would like directions to the Annual Meeting. If you
prefer, you may also e-mail questions, comments or requests for directions to eugene.maurer @bankmutual.com.

By Order of the Board of Directors

G M. Prar—

Eugene H. Maurer, Jr.
Senior Vice President and Secretary

Milwaukee, Wisconsin
March 12, 2009

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting of Shareholders to be Held on May 4, 2009:
The Company’s Proxy Statement, Annual Report on Form 10-K for the year ended December 31, 2008, and Summary Annual Report
are available at: http://www.bankmutualcorp.com/amm.html.

To view this material, your browser must support the PDF file format. If your browser does not support PDF viewing, download and
installation instructions are available at the above link.

YOUR VOTE IS IMPORTANT

Your vote is important regardless of the number of shares you own. Whether or not you expect to attend the annual meeting, please
indicate your voting directions, sign, date and promptly return the accompanying proxy, which is solicited by the Bank Mutual
Corporation board of directors, using the enclosed self-addressed envelope, which requires no postage if mailed in the United States. If
for any reason you should desire to revoke your proxy, you may do so at any time before it is voted at the annual meeting.



PROXY STATEMENT

BANK MUTUAL CORPORATION
4949 West Brown Deer Road
Milwaukee, Wisconsin 53223

(414) 354-1500

SOLICITATION AND VOTING

This proxy statement and accompanying proxy are furnished to the shareholders of Bank Mutual Corporation (“Bank Mutual Corporation”
or the “Company”) in connection with the solicitation of proxies by Bank Mutual Corporation’s board of directors for use at the annual meeting
of Bank Mutual Corporation shareholders on Monday, May 4, 2009, and at any adjournment of that meeting. The 2008 summary annual report
to shareholders, which accompanies this proxy statement, and the 2008 annual report on Form 10-K, attached hereto, contain financial
statements and other information concerning the Company. We are mailing the proxy materials to shareholders beginning on or about
March 12, 2009.

Record Date and Meeting Information. The board of directors has fixed the close of business on March 2, 2009 as the record date for the
determination of shareholders entitled to notice of and to vote at the annual meeting and any adjournment thereof. Only holders of record of
Company common stock, the only class of voting stock of Bank Mutual Corporation outstanding, on the record date are entitled to notice of
and to vote at the annual meeting. Each share of common stock is entitled to one vote. At the record date, there were 47,188,528 shares of
common stock validly issued and outstanding.

The board of directors of Bank Mutual Corporation knows of no matters to be acted upon at the annual meeting other than as set forth in the
notice attached to this proxy statement. If any other matters properly come before the annual meeting, or any adjournment thereof, it is the
intention of the persons named in the proxy to vote such proxies in accordance with their best judgment on such matters.

Voting Your Shares. Any shareholder entitled to vote at the annual meeting may vote either in person or by a properly executed proxy.
Shares represented by properly executed proxies received by Bank Mutual Corporation will be voted at the annual meeting, or any adjournment
thereof, in accordance with the terms of such proxies, unless revoked. If no voting instructions are given on a properly executed proxy, the
shares will be voted FOR the election of the designated director nominees and FOR ratification of Deloitte & Touche LLP as independent
auditors.

A shareholder may revoke a proxy at any time prior to the time it is voted by filing a written notice of revocation with the corporate
secretary of the Company, by delivering a properly executed proxy bearing a later date or by voting in person at the annual meeting.
Attendance at the annual meeting will not in itself constitute revocation of a proxy.

Shares in Dividend Reinvestment or Employee Plans. If a shareholder participates in the Company’s Dividend Reinvestment and Stock
Purchase Plan (the “DRP”), the proxy also will serve as voting instructions for the participant’s shares held in the DRP. Participants’ shares
will be voted by the administrator of the DRP in accordance with those voting instructions. If a participant does not return a proxy, the DRP
administrator will not vote that participant’s shares held in the DRP.

Any shareholder who owns shares through an investment in the Company Common Stock Fund of the Bank Mutual Corporation 401(k)
Plan (the “401(k) Plan’) will receive a separate blue proxy card, marked “401k,” to instruct the 401(k) Plan’s administrator how to vote those
shares. The administrator will vote shares in those participants’ 401(k) Plan accounts in accordance with the voting instructions on the proxies.
If a 401(k) Plan participant does not return a proxy, the administrator will vote that participant’s shares in the 401(k) Plan in the same
proportion as the voting of all shares in the 401(k) Plan for which voting instructions have been received.
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Any shareholder who owns shares through an allocation to that person’s account under the Bank Mutual Corporation Employee Stock
Ownership Plan (the “ESOP”) will receive a separate green proxy card, marked “ESOP,” to instruct the ESOP’s administrator how to vote
those shares. The ESOP administrator, which is Bank Mutual Corporation acting through its board, will vote shares allocated to those
participants’ ESOP accounts in accordance with the participant’s voting instructions on the proxies. The ESOP administrator may vote, at its
discretion, unallocated ESOP shares and any allocated ESOP shares which are not voted by the individuals to whom they are allocated. It is
expected that those shares will be voted FOR all nominees and proposals.

Quorum and Required Vote. A majority of the votes entitled to be cast by the shares entitled to vote, represented in person or by proxy, will
constitute a quorum of shareholders at the annual meeting. Shares for which authority is withheld to vote for director nominees and broker non-
votes (i.e., proxies from brokers or nominees indicating that such persons have not received instructions from the beneficial owners or other
persons entitled to vote shares as to a matter with respect to which the brokers or nominees do not have discretionary power to vote) will be
considered present for purposes of establishing a quorum. The inspectors of election appointed by the board of directors will count the votes
and ballots at the annual meeting.

A plurality of the votes cast at the annual meeting by the holders of shares of common stock entitled to vote is required for the election of
directors. In other words, the individuals who receive the largest number of votes are elected as directors up to the maximum number of
directors in a class to be chosen at the annual meeting. With respect to the election of directors, any shares not voted, whether by withheld
authority, broker non-vote or otherwise, will have no effect on the election of directors except to the extent that the failure to vote for an
individual results in another individual receiving a comparatively larger number of votes.

Assuming that a quorum is present, the selection of Deloitte & Touche LLP will be deemed to have been ratified if more shares are voted in
favor of ratification than are voted against ratification. Accordingly, any shares not voted on this matter, whether by abstention, broker non-
vote or otherwise will have no effect on this matter.

Expenses and Solicitation. Expenses in connection with the solicitation of proxies will be paid by the Company. Proxies will be solicited
principally by mail, but may also be solicited by the directors, officers and other employees of the Company in person or by telephone,
facsimile or other means of communication. Those directors, officers and employees will receive no compensation therefor in addition to their
regular compensation, but may be reimbursed for their related out-of-pocket expenses. Brokers, dealers, banks, or their nominees, who hold
common stock on behalf of another will be asked to send proxy material and related documents to the beneficial owners of such stock, and the
Company will reimburse those persons for their reasonable expenses.

Corporate Background. Bank Mutual Corporation is a Wisconsin-chartered corporation which is the successor in a 2003 restructuring
transaction to a mutual holding company subsidiary holding company of the same name. In this proxy statement: “Bank Mutual Corporation”
and the “Company” refer to both the Wisconsin-chartered corporation and to its federally-chartered predecessor; the “Bank” refers to the
Company’s subsidiary bank named Bank Mutual; and “First Northern” refers to First Northern Savings Bank, which was a Company
subsidiary from its acquisition in 2000 until it was merged into the Bank in 2003.

3.



SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS

The table below sets forth information regarding the beneficial ownership of Company common stock as of the March 2, 2009 record date

by each director and nominee for director, by each executive officer named in the Summary Compensation Table below and by all directors
and executive officers of the Company as a group. The table also includes information as to the only known 5% or greater shareholders of the

Company.
Number of Shares and

Nature of Beneficial Percent
Name of Beneficial Owner Ownership (1)(2) of Class
P. Terry Anderegg 416,574 o
David C. Boerke 11,400 *
Richard A. Brown 12,400 &
Thomas H. Buestrin 201,372 *
Christopher J. Callen 403,124 &
Michael T. Crowley, Jr. (3) 2,489,772 5.2%
Michael W. Dosland (4) 20,000 i
Raymond W. Dwyer, Jr. 61,901 *
Mark C. Herr 133,678 &
Thomas J. Lopina, Sr. 234,260 *
Eugene H. Maurer, Jr. (4) 376,420 i
William J. Mielke 361,001 *
Robert B. Olson 366,995 i
Marlene M. Scholz 392,998 *
J. Gus Swoboda 253,710 i
All directors and executive officers as a group (15 persons) (5)(6) 6,282,058 12.7%
Rick B. Colberg (4) 105,414 i
Barclays Global Investors, NA. (7) 3,335,101 7.1%

)

()

3

“)

(&)

Less than 1.0%. Percentages are based on shares outstanding on the record date.

Unless otherwise noted, the specified persons have sole voting and dispositive power as to the shares. Beneficial ownership of the
following shares is shared: Mr. Buestrin — 27,029; Mr. Crowley Jr. — 90,152; Mr. Dwyer — 49,101; Mr. Herr — 17,586; Mr. Lopina
— 104,436; Mr. Olson — 216,823; Mr. Swoboda — 139,538; group — 644,665; and Mr. Colberg — 79,028. See also notes (5) and
(6) below.

Includes the following shares subject to options exercisable within 60 days of the record date: Mr. Anderegg and Callen — 245,086 each;
Mr. Buestrin — 114,000; Mr. Crowley Jr. - 1,016,657; Mr. Lopina — 64,000; Mr. Herr — 92,465; Mr. Maurer — 89,111; Mr. Mielke —
87,372; Mr. Olson — 137,372; Ms. Scholz — 89,111; Mr. Swoboda — 101,372; and all directors and executive officers as a group —
2,281,632. As of December 31, 2008, Mr. Lopina had pledged 100,413 shares, Mr. Maurer held 218,666 shares in a margin account and
Ms. Scholz held 236,666 shares in a margin account.

The information for Mr. Crowley Jr. is based in part on information contained in a report filed by him on Schedule 13G dated February 2,
2009 along with other information available to the Company. Mr. Crowley Jr.’s business address is c/o Bank Mutual Corporation, 4949
West Brown Deer Road, Milwaukee, Wisconsin 53223.

Mr. Colberg retired as Chief Financial Officer in January 2008. Mr. Maurer served as Interim Chief Financial Officer from January to
August 2008, at which time Mr. Dosland was appointed to serve as Senior Vice President-Chief Financial Officer of the Company.

The total for the group (but not any individual) includes 453,426 unallocated shares held in the ESOP, as to which voting and dispositive
power is shared. As administrator, the Company (through its board) may vote, in its discretion, shares which have not yet been allocated
to participants. Employees may vote the shares allocated to their accounts; the administrator will vote unvoted shares in its discretion.
Allocated



shares are included only if allocated to named executive officers, in which case they are included in those individuals’ (and the group’s)
beneficial ownership. Also includes 93,027 shares held under the Benefit Restoration Plan in which officers share beneficial ownership of
shares held for the accounts of others.

(6) Because the 401(k) Plan permits participants to vote shares and make investment decisions, except for certain takeover offers, shares held
in the 401(k) Plan are included only if held in the accounts of named persons, even though certain of the officers are trustees or
administrators of one of the plans.

(7) Barclays Global Investors, NA. (“Barclays”) filed an amended report on Schedule 13G/A dated February 6, 2009 reporting sole voting
power as to 2,672,577 shares and sole dispositive power as to 3,335,101 shares of common stock. The report was filed jointly with
Barclays Global Fund Advisors, Barclays Global Investors, Ltd., Barclays Global Investors Japan Trust and Banking Company Limited,
Barclays Global Investors Japan Limited, Barclays Global Investors Canada Limited, Barclays Global Investors Australia Limited and
Barclays Global Investors (Deutschland) AG. The address of Barclays, a bank with investment advisor affiliates, is 400 Howard Street,
San Francisco, California 94105.

The above beneficial ownership information is based on data furnished by the specified persons and is determined in accordance with
Rule 13d-3 under the Securities Exchange Act, as required for purposes of this proxy statement. It is not necessarily to be construed as an
admission of beneficial ownership for other purposes.

ELECTION OF DIRECTORS

The bylaws provide that the number of directors of Bank Mutual Corporation shall be between seven and thirteen, as determined by the
board of directors. At each annual meeting, the term of office of one class of directors expires and a class of directors is elected to serve for a
term of three years or until their successors are elected and qualified. The board has set the number of directors at ten. Messrs. Buestrin,
Crowley Jr. and Mielke, the directors whose terms expire at the annual meeting, are being nominated for re-election as directors. Under the
bylaws, the board may appoint a new director to fill a vacancy which occurs between annual meetings, including a vacancy which would result
from a later determination to increase the size of the board.

Shares represented by proxies will be voted FOR the election of the nominees unless otherwise specified by the executing shareholder. If
any nominee declines or is unable to act as a director, which we do not foresee, proxies may be voted with discretionary authority for a
substitute nominee designated by the board. Information regarding the nominees and the directors whose terms continue is set forth in the
following table. The board of directors unanimously recommends that shareholders vote FOR the election of the director nominees listed in the
following table.

Principal Occupation and Director
Name and Age Business Experience (1) Since (2)

Nominees for Terms expiring in 2012

Thomas H. Buestrin, President of Buestrin, Allen & Associates Ltd., real estate investment, management and 1995
72.(3) (4) (5) (6) development

Michael T. Crowley, Jr., President, CEO and Chairman of the Company; President and CEO of the Bank, and its 1970
66 (5) Chairman since 2005

William J. Mielke, President and CEO of Ruekert & Mielke Inc., engineering 1988

61 (4) (6) (7)
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Principal Occupation and Director
Name and Age Business Experience (1) Since (2)
Continuing Director — Terms expire in 2011
David C. Boerke, Principal, commercial real estate advisor, The Boerke Company, Inc., a commercial real 2007
63 (3) estate group that is a member of the Cushman Wakefield Alliance, a commercial real estate
company; president, Boerke Advocates, Inc., commercial real estate company; private
equity investor, Antietam, LLC and Market Street Investors
Richard A. Brown, Retired in 2006 as an audit partner, KPMG LLP, an international accounting firm; private 2007
60 (4) equity investor and board member, Fortress Banc Ventures, LP
Thomas J. Lopina, Sr., Associate, Spectrum Solutions, Inc., small business consulting firm 1979
71(7)
Robert B. Olson, Retired as self-employed consultant in 2005; prior to 2000, an executive with Little Rapids 1997
714) (7) Corporation, specialty paper producer
Continuing Director — Terms expire in 2010
Raymond W. Dwyer, Jr., Retired; prior thereto, architect with R.W. Dwyer Architects 1957
86 (5) (6) (7)
Mark C. Herr, 56 Partner, Plunkett Raysich Architects LLC 2001
J. Gus Swoboda, Retired; prior thereto, Senior Vice President, Human and Corporate Development, 1987

73 (5) (6)

Wisconsin Public Service Corporation, electric and gas utility

(1) Unless otherwise noted, all directors have been employed in their respective principal occupations listed for at least the past five years.

(2) Indicates the date when director was first elected to the board of the Company, the Bank or First Northern Savings Bank (acquired by the
Company in 2000), as the case may be. Each of these persons, other than Messrs. Boerke (2008), Brown (2008) and Herr (2001), became
a director of the Company in 2000.

(3) Messrs. Boerke and Buestrin are first cousins.
(4) Member of the Audit Committee, of which Mr. Brown is Chairman.

(5) Member of the Executive Committee, of which Mr. Crowley Jr. is Chairman.

(6) Member of the Nominating and Governance Committee, of which Mr. Mielke is Chairman.

(7) Member of the Compensation Committee, of which Mr. Mielke is Chairman.

-6-



Board Meetings and Committees

The Bank Mutual Corporation board of directors met nine times during 2008. Messrs. Boerke, Brown, Buestrin, Dwyer, Herr, Lopina,
Mielke, Olson, and Swoboda are considered “independent” under The Nasdaq Stock Market rules, and all members of the Audit,
Compensation, and Nominating and Governance Committees are “independent.” As part of the board meetings, independent directors regularly
met without management or non-independent directors present. The independent directors rotate who chairs those executive sessions on an
informal basis. Each director attended at least 75% of the total of the number of meetings of the board and the number of meetings of all
committees of the board on which such director served during the year.

When making its determination regarding director independence, the board of directors considers The Nasdaq Stock Market rules and also
reviews other transactions and relationships involving the Company, which are described, or of the types described, in “Certain Transactions
and Relationships with the Company.” The board has not considered ordinary course of business banking transactions with the Bank (such as a
banking relationship with a trust for Mr. Buestrin’s daughter) to be an impediment to independence, so long as the transactions meet the
standards described in “Certain Transactions and Relationships with the Company,” since such transactions are in the ordinary course of the
Bank’s regular business.

In addition, the board has determined that the prior relationship between the Company and Plunkett Raysich Architects LLC, the
architectural firm of which Mr. Herr is a partner, no longer prevents finding Mr. Herr to be an independent director. From time to time prior to
2006, Plunkett Raysich received fees for architectural design and related services provided to the Bank; those services tended to increase during
periods in which the Bank was preparing to open or relocate multiple offices. In early 2006, the Company, Mr. Herr and Plunkett Raysich
agreed that the Company would end its use of Plunkett Raysich’s services in order that Mr. Herr may qualify in the future for consideration as
an “independent” director. The Company did no business with, and paid no fees to, Plunkett Raysich in 2007 or 2008. For services during
2006, the Bank paid Plunkett Raysich and its affiliates approximately $1,389 for prior services. The board has affirmatively determined that the
prior relationship between the Company and Plunkett Raysich does not interfere with the exercise of independent judgment in carrying out the
responsibilities of a director and, therefore, determined that Mr. Herr is independent under The Nasdaq Stock Market rules.

Audit Committee. The Audit Committee met five times in 2008. On behalf of the Audit Committee, Messrs. Mielke and Brown, both of
whom served as its chair at different times in 2008, also regularly consulted with the independent auditors about the Company’s periodic public
financial disclosures, and participated in seven calls relating to SEC-filed documents and financial disclosures. See also “Report of the Audit
Committee” and “Independent Registered Public Accounting Firm” for other information pertaining to the Audit Committee.

The current members of the Audit Committee are Messrs. Brown (Chairman), Buestrin, Mielke and Olson. The board believes that all of the
members of the Audit Committee have sufficient experience, knowledge and other personal qualities to be “financially literate” and be active,
effective and contributing members of the Audit Committee. In addition, the board has determined that Mr. Brown meets the SEC’s definition
of “audit committee financial expert.” The board’s determination was based on Mr. Brown’s 36 years of employment and public company
auditing experience with KPMG LLP, an international public accounting firm. The board has also determined that Messrs. Mielke, Buestrin
and Olson are “financially sophisticated” within The Nasdaq Stock Market rules. Mr. Buestrin was for seven years a member of the board of
directors of the Federal Home Loan Bank of Chicago, and served for several years on its audit committee and, at its request, on the boards of
several savings institutions. Both Messrs. Buestrin and Mielke have served as executive officers of their companies, and in those positions have
regularly had responsibility for their companies’ financial affairs as well as financial matters for projects undertaken by their companies.

Mr. Olson has served as an executive officer of a manufacturing company, and for many years was the chief operating officer of one of its
divisions. As such, Mr. Olson had primary responsibility for financial performance and reporting of that division.

Compensation Committee. The current members of the Compensation Committee are Messrs. Mielke (Chairman), Dwyer, Lopina and
Olson. The Compensation Committee held four meetings during 2008. The Compensation Committee reviews, and either establishes or
recommends to the board: compensation policies and plans; salaries, bonuses and benefits for all officers; salary and benefit levels for
employees; determinations with



respect to stock options and restricted stock awards; and other personnel policies and procedures. See also “Compensation Discussion and
Analysis” for other information pertaining to the Compensation Committee, including information about the Compensation Committee’s
policies and procedures.

Compensation Committee Interlocks and Insider Participation. None of the members of the Compensation Committee was an officer or
employee of the Company, the Bank or a Bank subsidiary, nor did any of them have any other reportable interlock. For a description of the
Company’s policies with respect to loans to and other banking transactions with officers, directors and employees, see “Certain Transactions
and Relationships with the Company.”

Nominating and Governance Committee. The current members of the Nominating and Governance Committee are Messrs. Mielke
(Chairman), Buestrin, Dwyer and Swoboda. The Nominating and Governance Committee met once in 2008. The Nominating and Governance
Committee considers nominees for director positions and also evaluates and oversees other corporate governance and related issues. The
Nominating and Governance Committee will identify nominees based upon suggestions by outside directors, management members and/or
shareholders. The selection criteria for membership on Bank Mutual Corporation’s board of directors, which were confirmed by the board in
connection with the formation of the Nominating and Governance Committee, include: strength of character and judgment; honesty and
integrity; a diversity of education and experience with business and other organizations; and interplay of the candidates’ experience with the
experience of other board members. Nominees must have a background which demonstrates an understanding of business and financial affairs.
A first-time nominee should be highly respected and active in his or her profession. A nominee must be a Company shareholder, and the
willingness to hold a significant position in Company stock will be considered. A nominee must be capable and able to work well with other
directors and management and be able to spend the time needed to function effectively as a director. The nominee must have a genuine interest
in representing the interests of the Company and the shareholders overall, not any particular interest group. The nominee should not have
conflicts of interest which would interfere with that person’s duty of loyalty. The Company has not paid any third party fee to assist in the
process of identifying or evaluating director nominees.

The Nominating and Governance Committee will consider proposed nominees whose names are submitted to it by shareholders, and it
would evaluate proposed nominees from shareholders the same regardless of who has made the proposal. If a shareholder wishes to suggest a
name for the Nominating and Governance Committee to consider for a director position, the name of that nominee and related personal
information should be forwarded to the Nominating and Governance Committee, in care of the corporate secretary, at least five months before
the next annual meeting to assure time for meaningful consideration by the Nominating and Governance Committee. The Nominating and
Governance Committee believes that such an informal consideration process for shareholder nominations is adequate given the lack of
suggestions received from shareholders in the past. The Nominating and Governance Committee reviews periodically whether additional
policies should be adopted. See also “Shareholder Proposals and Notices™ for bylaw requirements for nominations. The Company has not
received any proposed nominees which have been suggested by eligible 5%-or-greater security holders contemplated by relevant SEC
disclosure requirements, or rejected any such nominees.

Executive Committee. The current members of the Executive Committee are Messrs. Crowley Jr. (Chairman), Buestrin, Dwyer and
Swoboda. The Executive Committee met once in 2008. The Executive Committee may act on most matters on behalf of the entire board when
action is necessary or appropriate on short notice between board meetings.

Committee Charters. The board of directors has adopted charters for the Audit, Compensation, and Nominating and Governance
Committees. The Company will continue to respond to and comply with SEC and The Nasdaq Stock Market proposals relating to board
committees as they are finalized, adopted and become effective. The Company posts copies of the charters for its Audit, Compensation, and
Nominating and Governance Committees (including director selection criteria) and other corporate governance documents on its website, at
www.bankmutualcorp.com, under the link “Corporate Governance.” If any of those documents are changed, or related documents adopted,
those changes and new documents will be posted on the Company’s corporate website at the internet address above.
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Other Board and Corporate Governance Matters

Communications between Shareholders and the Board. Any shareholder communication which is sent to the board in care of the chief
executive officer, the corporate secretary or another corporate officer is forwarded to the board, unless the communication relates specifically
to a customer inquiry or complaint in which shareholder status is not relevant. The chief executive officer and the corporate secretary have been
given the authority to conduct that screening process and make that determination. The procedure has been unanimously approved by the
board, and was specifically approved by its independent members. Unless and until any other more specific procedures are developed and
posted on the Company corporate website, any communications to the board of directors should be sent to it in care of the chief executive
officer or the corporate secretary.

Director Attendance at Annual Shareholders’ Meeting. Bank Mutual Corporation expects all of its directors to attend the annual meeting of
shareholders. A board meeting is also held immediately after the annual shareholders’ meeting to facilitate directors’ attendance at both. All
directors attended the 2008 annual meeting of shareholders.

Code of Ethics and Code of Conduct. As a long-standing part of the Company’s and the Bank’s corporate governance practices, the Bank
has had for many years a code of ethics and a code of conduct. Bank Mutual Corporation has built on these codes to reflect current
circumstances and SEC and Nasdaq definitions for such codes, and currently has a vision statement, a code of ethics and a code of conduct for
itself, the Bank and other subsidiaries. Among other things, the code of ethics and code of conduct include provisions regarding honest and
ethical conduct, conflicts of interest, full and fair disclosure, compliance with law, and reporting of and sanctions for violations. The codes
apply to all directors, officers and employees of Bank Mutual Corporation and subsidiaries. The Company has posted copies of its vision
statement, code of ethics and code of conduct on its corporate website, at www.bankmutualcorp.com, under the link “Corporate Governance.”
If further matters are documented, or if those documents (including the code of ethics and the code of conduct) are changed, waivers from the
code of ethics or the code of conduct are granted, or new procedures are adopted, those new documents, changes and/or waivers will be posted
on the corporate website at the internet address above.

DIRECTORS’ COMPENSATION

Meeting Fees

The Company. In 2008, Bank Mutual Corporation’s directors who are not officers received a $14,000 annual retainer for serving as a
member of the board of directors. Each director also received a fee of $1,400 per board meeting attended, the Chairman of the Audit
Committee received $1,000 for each Audit Committee meeting and each other non-officer director received $500 for each meeting attended of
a committee of which the director is a member. For purposes of determining fees, meetings include conference calls in which committee chairs
and/or other representatives participate to review Company disclosures and filings. The same fees remain in effect for 2009. Some directors of
the Company also serve as a director of the Bank; compensation for service on the Bank’s board of directors is described below.

The Bank. The Bank does not pay a retainer fee to its directors. Each director received a $1,200 fee for each board meeting attended and
each non-officer director received a $1,200 fee for attending an executive committee meeting. The same fees remain in effect for 2009. Messrs.
Boerke, Brown, Buestrin, Crowley Jr., Dwyer, Herr, Mielke and Olson were directors of the Bank for the entire year in 2008. Messrs. Boerke,
Buestrin, Crowley Jr., Dwyer and Olson were members of the Bank’s executive committee in 2008. In 2008, David J. Rolfs, a former director
of the Company (including as a member of its Audit, Compensation and Nominating and Governance Committees for part of 2008), served as a
director of the Bank and was a member of the Bank’s executive committee until May 6, 2008. With the exception of Mr. Rolfs, each individual
who served as a director of the Bank or as a member of the Bank’s executive committee in 2008 will continue as such in 2009.
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Stock Incentive Plans

Bank Mutual Corporation directors are eligible to participate in the Company’s 2004 Stock Incentive Plan (2004 Stock Plan”), and were
eligible to participate in the 2001 Stock Incentive Plan (“2001 Stock Plan”). Effective as of May 6, 2008, the Compensation Committee granted
Messrs. Boerke and Brown options to purchase 16,000 shares of Company common stock, at an exercise price equal to $11.16 per share, and
awarded them 6,400 shares of restricted stock, under the 2004 Stock Plan. The options and restricted stock grants vest 20% per year, becoming
fully vested after five years. No options or awards of restricted stock were granted to directors under either plan in 2007, 2006 or 2005. In
2004, each then-serving non-officer director received 32,000 shares of restricted stock, with a value of $10.673 per share on the date of grant,
and options to purchase 80,000 shares at $10.673 per share, under the 2004 Stock Plan. The options and restricted stock grants vest 20% per
year, becoming fully vested after five years, subject to accelerated vesting in the event of a change in control of the Company, death or
disability. The then-serving directors also received grants in 2001 under the 2001 Stock Plan, which have fully vested. No further awards may
be made under the 2001 Stock Plan.

Deferred Plans for Directors

The Bank. The Bank maintains a deferred retirement plan for the Bank’s non-officer directors (other than Mr. Olson, who is covered by the
First Northern plan described below). Non-officer directors of the Bank who have provided at least five years of service will be paid $1,167 per
month for 10 years (or, if less, the number of years of service on the board) after their retirement from the Bank board or age 65, whichever is
later. All of the existing eligible directors’ benefits have vested, except for Messrs. Boerke and Brown. In the event a director dies prior to
completion of these payments, payments will go to the director’s heirs. The Bank has funded these arrangements through “rabbi trust”
arrangements and, based on actuarial analyses, believes these obligations are adequately funded. The Bank’s directors’ deferred retirement plan
includes provisions whereby the directors may forfeit their benefits for matters specified in the plan that are adverse to the Bank. The plan may
be amended by the Bank’s board of directors, although a plan amendment may generally not impair the rights of persons who are receiving
benefits under the plan.

First Northern. A similar deferred retirement plan of First Northern terminated upon First Northern’s merger into the Bank in 2003.
Messrs. Lopina, Olson and Swoboda have vested benefits under that plan, but will not accrue further benefits. That plan provides for monthly
payments of $1,000 for 180 months after the end of board service or until the director’s death if earlier. Payments under that plan began in 2003
to Messrs. Lopina, Olson and Swoboda as a consequence of the merger of First Northern into the Bank and are continuing.
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Directors’ Compensation Table

Set forth below is a summary of the compensation paid to each person who served as non-officer director in fiscal 2008:

DIRECTORS’ COMPENSATION TABLE

2008
Fees Earned or All Other
Paid in Cash Stock Option Compensation
Name ($)H Awards ($)@® Awards ($)@® ($)® Total ($)
Mr. Boerke 62,333 9,523 1,005 14,000 86,861
Mr. Brown 32,833 9,523 1,005 14,000 57,361
Mr. Buestrin 72,800 68,307 9,750 0 150,857
Mr. Dwyer 62,000 68,307 9,750 0 140,057
Mr. Herr 39,600 68,307 9,750 14,000 131,657
Mr. Lopina 39,200 68,307 9,750 12,000 129,257
Mr. Mielke 55,000 68,307 9,750 0 133,057
Mr. Olson 82,000 68,307 9,750 12,000 172,057
Mr. Rolfs (4) 34,400 68,307 9,750 0 112,457
Mr. Swoboda 35,400 68,307 9,750 12,000 125,457
(1) Includes annual retainer, meeting, committee and chairmanship fees.

()

3

Other than the grants to Messrs. Boerke and Brown, no options were granted, or shares of restricted stock awarded to directors, in 2008.
When Messrs. Boerke and Brown became directors of the Company in May 2008, the Compensation Committee granted them options to
purchase 16,000 shares of Company common stock, at an exercise price equal to $11.16 per share on that date, and awarded them 6,400
shares of restricted stock, under the 2004 Stock Plan. The options and restricted stock grants vest 20% per year, becoming fully vested
after five years, subject to accelerated vesting in the event of a change in control of the Company, death or disability. The grant date fair
value of the awards in accordance with SFAS No. 123(R) (defined below) is $26,240 for each of Messrs. Boerke and Brown.

The amounts shown reflect the amounts expensed in 2008 for grants and awards in prior years in the case of all directors other than
Messrs. Boerke and Brown. The Financial Accounting Standards Board issued Statement of Financial Accounting Standards No. 123(R),
Share-Based Payment (“SFAS No. 123(R)”), which requires us to recognize compensation expense for stock options and other stock-
related awards granted to our employees and directors based on the estimated fair value of the equity instrument at the time of grant. The
compensation expense is recognized over the vesting period. The assumptions used to determine the valuation of the awards are discussed
in Note 1 to our consolidated financial statements.

The ultimate value of the options will depend on the future market price of Company common stock, which we cannot forecast. The
actual value, if any, that an optionee would realize upon exercise of an option depends on the market value of Company common stock as
compared to the exercise price when the option is exercised.

Represents, in the case of Messrs. Lopina, Olson and Swoboda, payments under the First Northern directors’ deferred retirement plan. In
the case of Messrs. Boerke, Brown and Herr, it represents benefits accrued during
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“)

the fiscal year under the Bank’s deferred retirement plan for directors, based on one additional year of service. The deferred
compensation payments for other non-officer directors of the Bank other than Messrs. Boerke and Brown, as described above, have fully
vested. No further benefits are being accrued nor do any earnings accrue thereon.

Ceased serving as a director as of May 6, 2008.

% % %

Except for grants of options and restricted stock to Messrs. Boerke and Brown as described above, no options or restricted stock were
awarded to directors in fiscal 2008. Each non-officer director who served as a director in 2008 had the following equity awards
outstanding as of the end of fiscal 2008.

Option Awards

Number of Securities Stock Awards

Underlying Unexercised Number of Shares of Stock

Name Options (#) (1) That Have Not Vested (#) (1)
Mr. Boerke 16,000(2) 6,400(2)
Mr. Brown 16,000(2) 6,400(2)
Mr. Buestrin 130,000(3) 6,40003)
Mr. Dwyer 16,000(3) 6,400(3)
Mr. Herr 108,465(3) 6,400(3)
Mr. Lopina 80,000(3) 6,400(3)
Mr. Mielke 103,372(3) 6,400(3)
Mr. Olson 153,372(3) 6,400(3)
Mr. Rolfs (4) 64,000(4) 04)
Mr. Swoboda 117,372(3) 6,400(3)

(1) The options generally expire upon on the earlier of (i) 10 years from the date of grant or (ii) termination of service as a director, except

()

3

“)

that directors and executive officers have: (x) one year after death or termination due to disability to exercise options, whether or not
exercisable at the time of such death or termination, or (y) one year upon a termination other than for cause to exercise options that were
exercisable at the time of such termination.

With respect to Messrs. Boerke and Brown, none of the options to purchase 16,000 shares subject to the May 2008 grant have vested.
Options and the restricted shares vest 20% per year in each of the five years after the May 2008 grant date, or earlier in the event of a
change in control of the Company, death or disability.

With respect to Messrs. Buestrin, Dwyer, Herr, Lopina, Mielke, Olson and Swoboda, options for 16,000 shares have not yet vested.
Options and the restricted shares vest 20% per year in each of the five years after the May 2004 grant date, or earlier in the event of a
change in control of the Company, death or disability.

Mr. Rolfs ceased serving as a director as of May 6, 2008. At that time, he had 6,400 restricted shares of stock and options to purchase
16,000 shares of stock that remained unvested and, therefore, were forfeited to the Company. Mr. Rolfs also had vested options to
purchase 64,000 shares of Company common stock that remained unexercised; if not exercised by May 6, 2009, those options will
terminate.
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Other

See “Executive Compensation” for compensation paid to, and other compensatory agreements with, Mr. Crowley Jr. as an executive officer
and employee of Bank Mutual Corporation and the Bank. See also “Certain Transactions and Relationships with the Company” for information
on amounts paid to Michael T. Crowley Sr., a former director and the father of Mr. Crowley Jr.

EXECUTIVE OFFICERS

The following table lists the executive officers of the Company and the Bank as of December 31, 2008.

Executive
Officer

Name and Age Offices and Positions with the Company and the Bank (1) Since (2)
Michael T. Crowley, Jr., 66 Chairman, President, and Chief Executive Officer of the Company and the Bank (3) 1968
Eugene H. Maurer, Jr., 63 Senior Vice President, Treasurer, and Secretary of the Company and the Bank (4) 1982
Michael W. Dosland, 49 Senior Vice President and Chief Financial Officer of the Company and the Bank (4); 2008

former President and Chief Executive Officer of Vantus Bank and First Federal

Bankshares from January 2006 to July 2008; Lieutenant Colonel and Infantry

Battalion Commander, United States Army, Iraq Theater of Operations from

May 2004 to November 2005; prior to May 2004, Mr. Dosland held various

positions, including Senior Vice President and Chief Financial Officer, of First

Federal Capital Bank and First Federal Capital Corp
Marlene M. Scholz, 63 Senior Vice President and Principal Accounting Officer of the Company, Senior 1981

Vice President and Controller of the Bank (5)
P. Terry Anderegg, 58 Senior Vice President—Retail Operations of the Bank (6) 1993
Christopher J. Callen, 65 Senior Vice President—Lending of the Bank (6) 1998

(1) Excluding directorships and excluding positions with Bank subsidiaries. Those positions do not constitute a substantial part of the
officers’ duties.

(2) If prior to 2000, indicates date when individual first held an executive officer position with the Bank. Messrs. Crowley Jr. and Maurer and
Ms. Scholz became officers of the Company in 2000.

(3) Michael Crowley, Jr., became President of Bank Mutual Corporation in 2003 and Chairman of the Bank in 2005.

(4) Mr. Maurer was Interim Chief Financial Officer of the Company from January 2008 to August 2008 when Mr. Dosland was appointed
Chief Financial Officer.

(5) OnJanuary 2, 2009, Ms. Scholz, informed the Company that she intends to retire from the Company on or about May 22, 2009. Upon
Ms. Scholz’s retirement, the Company intends to designate Richard L. Schroeder as her successor as Principal Accounting Officer. Mr.
Schroeder, age 51, currently serves as the Vice President — Controller of the Bank.

(6) This position has been considered to be an executive officer position of the Company since 2003.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Under the federal securities laws, Bank Mutual Corporation’s directors, executive officers and any person holding more than 10% of
Company common stock are required to report their initial ownership of the common stock and any change in that ownership to the Securities
and Exchange Commission (“SEC”). Specific due dates for these reports have been established and the Company is required to disclose in this
proxy statement any failure to file such reports by these dates during the last year.

The Company believes that all of these filing requirements were satisfied on a timely basis for the year ended December 31, 2008, except
that Richard A. Brown made one late filing related to the purchase during 2008 of 500 shares in the open market. In making these disclosures,
the Company has relied solely on written representations of its directors and executive officers and copies of the reports that they have filed
with the SEC.
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COMPENSATION DISCUSSION AND ANALYSIS

Summary. The board’s Compensation Committee (for purposes of this Compensation Discussion and Analysis, the “Compensation
Committee” or the “Committee’”) makes decisions relating to Company compensation consistent with an intent to use compensation to attract
and retain talented and highly-experienced personnel and to provide incentives for that personnel to maximize corporate performance. The
major elements of compensation that the Committee uses to achieve these goals are driven by competitive pressures and include:

. fixed salaries, which are intended to provide our executive officers with a predictable stream of income for their living expenses, in an
amount commensurate with their duties and responsibilities;

. annual cash incentive bonuses, which tie potential additional cash compensation to specified objective Company financial goals and
specific individual performance goals;

. stock-based compensation, which is intended to further align the interests of our executive officers and our shareholders and incent
executive officers by providing economic rewards as shareholder value increases; and

. longer-term compensation, including retirement benefits and protections in the event of a change in control, which are intended to
reward long-term service to the Company and provide a degree of security to executive officers to assist their focus on corporate goals.

In addressing these elements, the Company is aware that there is a high degree of competition for the services of talented employees,
particularly those with significant experience in the financial institutions industry. The Committee particularly focuses on obtaining and
retaining the services of highly-experienced personnel, especially those with a long-term commitment to the Company.

Committee Composition. The Bank Mutual Corporation board of directors has established a Compensation Committee to determine salaries
and make other compensation and benefit plan decisions. The Committee made compensation determinations for 2008, and expects to continue
in that role going forward. All members of the Committee are independent directors. The current members of the Committee are identified
below.

Compensation Philosophy. In determining compensation, the Committee has recognized that the Company must provide its executive
officers and key employees a competitive compensation package in order to attract and retain talented and highly-experienced personnel. The
Committee has sought to offer compensation which it believes is in line with compensation paid by other similarly situated institutions,
including banks, savings banks and savings associations, so as to be neither unduly generous nor lagging behind other institutions. In making
its decisions, the Committee has also noted that, as a mutual institution, the Bank previously could not provide stock-based incentive
compensation, as could publicly-held institutions, and noted the effect on prior compensation when going forward. In particular, and in part
because of the years as a mutual institution, the Committee has sought to especially recognize and reward service to the Company over an
extended period of time; the Committee believes that the Company greatly benefits from such continuity of experience.

The Committee has the ultimate authority within the Company to make fundamental decisions as to the types of compensation plans offered
by the Company, as well as determining compensation levels under those plans. In making its determinations (including for fiscal 2008 and
2009), the Committee has utilized compensation summaries involving comparably-sized Midwestern financial institutions. While the
Committee reviews these studies and uses them as a resource, it does not formally benchmark Company compensation as compared to other
companies or aim for any particular compensation level compared to those other companies. These studies were prepared by RP® Financial,
LC. (“RP Financial”), which also advises the Company on certain other financial matters. Since the analyses by RP Financial have generally
involved objective criteria and summarization, the Committee believes that RP Financial is sufficiently independent to make an appropriate
review even though the Company utilizes its services for other purposes. RP Financial has not provided other compensation consulting
services, nor has any other party in recent periods. The Company also purchases other third-party compiled
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compensation information relating to peers. The Committee has full discretion as to whether to use compensation consultants or other third
party services, and the identity and compensation of such persons or entities.

As a federally regulated savings bank holding company, the Company is subject to various laws and regulations which govern the
compensatory plans, programs and arrangements which are established by the Company and the Bank. The Committee therefore establishes
compensation in a manner intended to conform with those laws and regulations. Because the Company and the Bank have not received a
federal capital infusion under the U.S. Treasury’s Troubled Assets Relief Program (“TARP”), the Company and the Bank are not subject to the
specific compensation limits which apply to institutions receiving TARP funds or funds under other similar federal programs. In addition,
compensation decisions, like all others, must be made with the safety and soundness of the regulated institutions in mind.

In addition, upon request, other personnel of the Company (including from time to time executive officers) compile and summarize
additional information for the Committee. In 2008, Messrs. Crowley Jr. and Maurer provided these services. Mr. Crowley Jr. participates in
discussions of other executive officers’ compensation, but not in discussion of his own.

Elements of Compensation. The Company, with the review of the Committee, offers various types of compensation for its executive
officers and, in most cases, other employees in order to achieve and balance various corporate goals and remain competitive with other
financial institutions. The Company’s corporate goals include attracting and retaining highly-qualified employees, motivating those employees
to achieve improved corporate results, and connecting employees’ interests with shareholders’ interests in order to induce long-term
commitment to the Company through the provision of financial security in retirement and, in the case of executive officers, in the event of a
change in control of the Company.

Salary. The Company provides a significant portion of compensation through a fixed salary. The Committee believes that providing
competitive base salary levels is important in attracting and retaining talent, as the salary levels are often the initial point of consideration in a
compensation package. The Committee also believes salary is important to provide officers with a steady and predictable source of income for
them and for their families’ basic living needs. Salaries are intended to be commensurate with their duties and responsibilities. However, the
Committee has recently placed less emphasis on salary compensation as compared to short-term and long-term incentives.

Cash Bonus/Incentives. The Committee considers it important to offer financial incentives to achieve corporate performance goals that are
measured by specific financial metrics. Therefore, the Company provides annual cash incentives through its Management Incentive
Compensation Plan (the “Management Incentive Plan”). Under the Management Incentive Plan, the Committee establishes Company financial
performance criteria upon which cash incentives depend. The Committee believes it is important to align performance criteria with specific
incentives to promote achievement of corporate financial goals. These goals are particularly targeted to the Company’s goals and results, and
do not depend upon stock market performance, which can be heavily influenced by factors outside of the Company’s control and its own
financial performance. The Committee believes that this creates further incentive for employees to achieve corporate goals and aims to
establish goals that are reasonably achievable but do not encourage unnecessary risk taking.

Individual goals are also set for the executive officers (other than the CEO) and employees, and a portion of the bonus depends upon the
achievement of these goals. The Committee believes that it is important to particularize some portion of the bonus for these individuals to
incent personal performance. However, in the case of executive officers, to recognize the importance of the Company-wide goals, these
bonuses may be earned only if the Company also meets its corporate financial performance thresholds.

Stock-Based Plans. The Company and Committee provide incentives that link executive officers’ compensation to the returns experienced
by Company shareholders. To accomplish that, the Committee established two compensation plans — a stock incentive plan and an employee
stock ownership plan - that are based upon the Company’s common stock. Under the Company’s 2004 Stock Incentive Plan (“2004 Stock
Plan”), the Committee may grant stock options and make management recognition awards of shares of restricted stock. Stock options, which
are awarded at the average market value (average of the high and low trading prices) on the date of grant, are
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intended to reward option holders in the event of increases in market price of that stock. Restricted stock grants are intended to provide an
additional equity stake in the Company with the goal of helping grantees further identify with other shareholders of the Company. Both options
and restricted stock vest over five-year periods, both to comply with Office of Thrift Supervision (“OTS”) regulations and to incent long-term
employment with the Company.

The 2004 Stock Plan and a similar predecessor plan, the 2001 Stock Incentive Plan (“2001 Stock Plan”), were established at times when the
Company was engaged in conversion transactions from a mutual institution to a fully shareholder-owned institution. OTS regulations
significantly control the types and provisions of plans that may be adopted shortly after conversion. Because the 2004 Stock Plan and its
predecessor were adopted during those periods, they were limited by those regulations. In light of the OTS regulations and in recognition of the
fact that periods of conversion from a mutual form of organization create insecurity for management and other employees, the Committee did
not believe it was appropriate to impose further limitations upon the stock plans. Therefore, for example, we chose to implement plans which
provide for time vesting (rather than performance vesting) for the awards. In addition, prior to 2008, we have made relatively large option
grants only upon the establishment of these plans after the two conversion transactions (rather than making annual grants) because we believe
that this practice would recognize the past service of key employees and best recognize long-term service to the Company. After the initial
grants, we did not make any further grants to executive officers during this period. In 2008, we made a grant of options and restricted stock
(which vest over a five-year period) to Mr. Dosland upon his appointment as Senior Vice President-Chief Financial Officer, in order to provide
a competitive compensation package to attract him to employment with the Company and incent long-term employment with the Company.

Options and restricted stock can no longer be granted under the 2001 Stock Plan; however, they can still be granted under the 2004 Stock
Plan.

The Committee regularly considers whether to begin making more frequent grants, and may determine in the future to do so. The
Committee also considers and makes additional grants in connection with new hiring and significant promotions, as it did in 2008 for
Mr. Dosland. As the Company continues further into its existence as a shareholder-owned institution, the particular factors which affected it
during periods of conversion are becoming less significant, and more regular award grants may be considered.

In addition, at the time of the 2000 initial conversion transaction, we also established our Employee Stock Ownership Plan (“ESOP”) to
provide further equity ownership of the Company generally throughout the Company’s employee base. In 2003, at the time of the Company’s
second-step conversion, the Company did not make an additional re-load contribution to its ESOP, which would have been permitted under
OTS regulations, because the Committee believed that the amount committed to the ESOP in 2000 was sufficient to achieve its goal without
adding additional expense going forward. The ESOP was established in accordance with OTS regulations. The ESOP is intended to increase
the depth of share ownership among employees and to align employees’ interests with those of the shareholders. We have also adopted Benefit
Restoration Plans (the “Restoration Plans”) which, as related to the ESOP, provide the equivalent of full participation by any Company
employee whose compensation is above Internal Revenue Code (the “Code”) limitations to be considered for participation in the ESOP. We
believe that was appropriate so that the persons covered by the Restoration Plans could receive benefits similar to other Company employees,
so as not to dis-incent the highest-paid personnel.

Retirement and Post-Employment Compensation. The Company maintains both the Bank Mutual Corporation Pension Plan (the “Pension
Plan”), a defined benefit plan, and the Company’s 401(k) Retirement Plan (the “401(k) Plan”), a defined contribution plan that also allows
voluntary employee contributions. In connection with these plans, the Company also maintains a supplemental retirement plan applicable to
Mr. Crowley Jr. (the “Supplemental Plan”). The Restoration Plans mentioned above also have provisions for executive officers relating to the
401(k) Plan.

The Company and its predecessors have maintained the Pension Plan for over 45 years. Under the Pension Plan, which is supplemented by
the Supplemental Plan, benefits are determined by a matrix depending upon final average compensation (salary and bonus) and years of
credited service to the Company. It is Company policy to evaluate the Pension Plan periodically to help ensure that it is adequately funded. The
Committee believes that it is appropriate to continue to offer a defined benefit retirement plan because the Company’s employees have, over
the course of many years, come to depend upon the Pension Plan as a source of income to provide security in retirement
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and because the years of service provisions of the Pension Plan incent employees to remain with the Company over time, thus helping to
provide the Company with a stable and experienced employee base. The Company’s decision to maintain both a defined benefit plan and a
defined contribution plan was based on its evaluation of the costs of those plans and its determination that providing both a defined benefit plan
and a defined contribution plan was the most cost-effective manner to provide competitive compensation to employees. In particular, the
Committee believes that the cost of freezing the Pension Plan and establishing a more generous 401(k) Plan in its place would be more costly
and not as advantageous as continuing current arrangements. Also, the Company uses cliff vesting (whereby the employee’s benefits vest all at
once after five years, at the maximum permitted by law) to recognize longer-term service, and the forfeitures relating to unvested benefits help
to fund benefits for continuing employees.

The Company’s 401(k) Plan permits supplemental employee contributions, with a minimal Company match. When it was acquired by the
Company in 2000, First Northern did not maintain a defined benefit plan; rather, its employees participated in a defined contribution retirement
plan, with a more generous company match than the Company’s. Former employees of First Northern were subsequently integrated into the
Pension Plan. At that time, however, the Company decided to retain its prior 401(k) Plan and expand it Company-wide, retaining only the
Company’s minimal match. The Committee maintained the 401(k) Plan to provide employees an additional vehicle under which they could
further save for retirement. Under the 401(k) Plan, the Company makes matching contributions up to a stated percentage (currently 1%) of the
participating employee’s salary because it believes that this modest incentive assists with employee morale and long-term employee well-being.

The Restoration Plans and the Supplemental Plan are intended to provide benefits equivalent to those under the Pension Plan and 401 (k)
Plan for certain individuals whose benefits otherwise are limited with respect to qualified tax treatment under the Code as a result of income or
payment limitations. The Committee continues to maintain the Restoration Plans and the Supplemental Plan because it believes that it is not
appropriate to provide these individuals with a benefit that is proportionately less than other employees simply due to the Code’s limits on
covered salary and/or years of service which may be considered in a tax-qualified retirement plan. In essence, these additional plans only retain
the same percentage level of benefit that would have applied but for the Code’s limits.

The Company has a separate supplemental retirement agreement with the Company’s former Chief Financial Officer, Mr. Colberg, which
was entered into between First Northern and Mr. Colberg before First Northern’s acquisition by the Company. Mr. Colberg’s benefits under
this agreement were fully vested by the time of the acquisition. However, Mr. Colberg did not begin participating, or accrue years of service, in
the Pension Plan until after the First Northern acquisition. Mr. Colberg will not be able to receive benefits under the supplemental retirement
agreement until he reaches age 65.

The Company has employment agreements with its executive officers. These agreements include change in control provisions. The
Committee believes it is important to have agreements, including change in control provisions, to provide security to the executive officers in
view of their long-term dedication to the Company, which the Company, in turn, believes will facilitate those officers’ commitment and
dedication to the Company, particularly in cases where Company interests may diverge from a personal interest. The Committee believes this is
particularly important in the case of a potential acquisition. The change in control provisions utilize a “double trigger” before benefits are
payable because the Committee did not believe it was appropriate to provide benefits simply upon the change in control if employment is not
affected.

Other Benefits. Executive officers qualify for the same group health, life and disability insurance benefits as other full-time salaried
employees of the Company. The Committee believes that these insurance benefits are generally important to address market conditions and
attract and retain qualified employees. In addition, the Company reimburses officers and other high-level employees for approved memberships
in certain civic and industry groups, appropriate attendance at related functions and, in one case, the cost of a club membership used
exclusively for appropriate business entertaining. However, because these expenses are reimbursed only if and to the extent they are
specifically incurred for business purposes, these are not considered by the Committee to be “perquisites” or personal benefits to these persons.
The Committee seeks to minimize any benefits or “perquisites” for executive officers which are not on the same terms and conditions as other
salaried employees; however, certain executives receive use of a business automobile, which is not on the same terms as other salaried
employees.
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2008 Annual Compensation Determinations. The Committee makes determinations of salary and cash bonus incentives, and decisions
relating to awards of stock-based incentives, on an annual basis. The following paragraphs discuss the Committee’s determinations for 2008,
and include the results under the annual cash incentive plan for 2008.

Base Salary. In determining the base salary of executive officers for 2008 under their employment agreements, the Committee reviewed,
among other things, peer group information gathered by Committee members and management and the historical compensation of the officers
and the performance of the Company and its subsidiaries, as well as RP Financial’s studies of peer institutions. The Committee also prepares
tally sheets summarizing compensation, awards and vesting over the past several years under the various plans and arrangements under which
the officers receive compensation and benefits. In addition, the CEO provides the Committee with salary recommendations for each executive
other than himself. After reviewing the various materials and considering management’s recommendations, the Committee discusses each
executive individually and decides his or her base compensation for the upcoming year.

The bonus and incentive plans are heavily performance based, tied to the financial metrics described below, and remained a significant
source of potential compensation in 2008. As a result, base salary determinations for 2008 were not directly related to statistical corporate
performance. In addition, the Committee noted that stock-based incentives were awarded in 2001 and 2004 and provided an additional means
of compensation, but that no additional awards were made in 2005, 2006 or 2007 or, other than with respect to the potential hiring of a new
Chief Financial Officer, expected to be (or in fact) made in 2008.

Based upon those factors, the Committee determined that executive officers should receive increases in base salary for 2008, with amounts
varying depending upon individual responsibilities and salary levels. The following table contains information showing the percentage increase
in base salary that each of the executive officers received in 2008.

Increase in Base
2008 Base Salary Salary Over 2007

Name ()] (%)
Mr. Crowley Jr. $682,500 3.4%
Mr. Anderegg 193,300 4.3
Mr. Maurer 190,000 4.3
Mr. Callen 191,000 4.4
Ms. Scholz 143,500 4.4

The salary increases for executive officers in 2009 compared to 2008 were 2.0% for Mr. Crowley and 2.1% for the other continuing executive
officers other than Mr. Dosland. Mr. Dosland, who joined the Company in August 2008, received a salary increase of 1.1% for 2009. No new
salary was established for Mr. Colberg due to his retirement as of January 4, 2008.

Cash Bonus/Incentives. For fiscal 2008, annual cash bonus payments were determined under the Management Incentive Plan. Under the
Management Incentive Plan, a portion of each participant’s (other than the CEO) incentive opportunities is based on corporate performance and
a portion on individual performance. The Management Incentive Plan provides bonus payments depending whether the Company achieved
various threshold, target or maximum levels of performance. The Committee used net income and diluted earnings per share as the
performance metrics for 2008, and set the Company’s net income target at $24.2 million and the diluted earnings per share target at $0.49. The
Compensation Committee chose these targets because they reflected the higher end of a range of business plan projections, while still
maintaining the Company’s ongoing conservative operating principles and not encouraging unnecessary risks, and believes that these targets
are reasonably achievable given maximum effort.

If the targets are met, each of the executive officers receives target bonus payments (expressed as a percentage of base salary), which vary
from 20% of salary for the CEO to 18% for other executive officers. Each officer can earn up to double the target amount if performance
reaches maximum levels. Actual bonus amounts are
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determined based upon the Company’s performance with respect to the financial criteria mentioned above. For each percentage point by which
the Company missed its targets, the potential bonus is reduced by 1.5 percentage points. For each percentage point above target, the potential
bonus is increased by 2 percentage points. If Company performance reaches at least 80% of the target amounts, executives are eligible to
receive threshold bonuses (which are equal to the target bonus amount minus the 1.5 times percentage point reduction discussed above). If the
Company’s performance is below 80% of the performance target (which would result in 70% of target bonus), no bonuses are paid. Net income
and diluted earnings per share will be used as metrics for 2009. Due to his mid-year hire, the Compensation Committee did not establish formal
targets for Mr. Dosland under the Management Incentive Plan in 2008; however, Mr. Dosland will participate in the incentive plan in future
years and he did receive a discretionary bonus in 2008, consistent with the other executive officers and plan participants, as discussed below.

The Management Incentive Plan also permits a portion of the bonus to be determined based on individual performance goals. Under the
plan, 20% of the bonuses for selected individuals (excluding Mr. Crowley Jr.) is connected to individual performance goals and the other 80%
of bonuses is connected to corporate performance. In practice, the Committee generally uses the percentage earned based on corporate
performance as a ceiling on the percentage earned for personal performance goals. If the Company does not reach at least 80% of its targeted
performance goals, no bonuses (neither corporate performance based nor personal performance based) are paid; however, even in those cases,
individuals may be eligible to earn discretionary bonuses. In the case of Mr. Crowley Jr., his bonus is determined solely on corporate
performance. Discretionary bonuses are based on various factors, including for example, the successful completion of a specific project,
achievement of meaningful business development or increased profitability and case-by-case increases driven by competitive pressures and
market conditions.

In fiscal 2008, the Company achieved 71% and 71% of its net income and diluted earnings per share targets, respectively, for a performance
average of 71%. Due to the reduction by 1.5 times the percent by which goals were missed, performance was below the threshold amounts and
no bonuses were earned based on formulaic corporate performance measurements. Because no bonus was earned with respect to corporate
performance, executive officers were also not paid any bonus with respect to their individual performance goals.

However, given the Company’s performance in light of the weakness and instability of the economy during the year, as well as other
extraordinary items affecting the Company, the Committee further analyzed the items that contributed to the failure to meet the minimum
threshold requirements in 2008. The Committee determined that Company, through the efforts of the Management Incentive Plan participants
achieved results for 2008 that were above industry averages in a very difficult operating environment and, therefore, concluded that it would be
appropriate to exercise its discretionary powers under the plan and award a discretionary bonus to reward plan participants for their
achievements in 2008. Consequently, the Committee established a discretionary award pool of approximately $200,000 for the 2008
Management Incentive Plan, distributed to the plan participants on a pro-rata basis reflecting their relative percentage of a 100% plan payout as
if the 2008 threshold requirement had been met. The Committee felt that the size of the discretionary award pool was fair given that, if the
corporate performance results had been at 80% of the target, the Plan would have paid out $412,000 in bonuses. The discretionary payment was
approximately 48.5% of the amount that would have been paid out if the Company had hit 80% of the target.

Stock-Based Incentives. The Committee believes that stock-based compensation can provide an important incentive to executive officers
that aligns officers’ interests with those of shareholders, since the value of the compensation will depend upon the performance of the stock
price. However, in view of the significant awards made in 2001 and 2004 under the 2004 Stock Plan and its predecessor plan, the Committee
did not grant any stock options, or award any restricted shares, to executive officers in 2005, 2006 or 2007. In 2008, in connection with his
appointment as Chief Financial Officer, the Compensation Committee granted Mr. Dosland options to purchase 50,000 shares of Company
common stock, at an exercise price equal to $12.025 per share, and awarded him 20,000 shares of restricted stock, in order to provide a
competitive compensation package and incent long-term employment with the Company. Aside from the grant to Mr. Dosland, no other option
grants or awards of restricted shares were made to executive officers in 2008 under the 2004 Stock Plan.

Other Benefits. In 2008, the CEO and the former CFO (prior to his retirement) also received use of a business automobile which was not on
the same terms as other salaried employees. The value of this benefit totaled less than $500 in each case.
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Chief Executive Officer Compensation. In addition to the factors discussed above, when determining the salary of the CEO, the Committee
continued a transition, which began in 2002, to more incentive-based compensation because the Committee continues to believe that that type
of compensation provides well-targeted incentives and encourages employees to strive to achieve corporate goals. In its determinations, the
Committee reviewed the CEO’s performance and goals during 2007. The Committee was pleased with the CEO’s performance and decided to
increase his base salary to $682,500 in 2008, a 3.4% increase. The Committee also considered the substantial roles of the CEO in the Company
and the Bank and determined that his salary level compared to other executive officers was appropriate to reflect those circumstances and his
relative role in the organization.

The Committee noted that under the Management Incentive Plan, the CEO would be eligible to earn a target cash incentive bonus in 2008 of
up to 20% of his base salary. The CEO received no 2008 bonus as a result of corporate performance. However, as discussed above, as a
participant in the Management Incentive Plan, he received a discretionary bonus of $52,800 in 2008.

Because of the significant level of option and restricted stock awards in 2001 and 2004 under the 2004 Stock Plan and its predecessor, no
awards were made to the CEO in 2005, 2006, 2007 or 2008. The CEO also receives board fees for service on the Bank’s board of directors. In
accordance with long-standing company policy, in 2008, the CEO received $14,400 in director fees related to service provided to the Bank’s
board and $12,600 in director fees related to service provided to the Company’s board.

In 2008, the CEO was allocated 3,129 shares under the ESOP, on the same basis as other employees. In determining salary for 2008, the
Committee considered the CEO’s participation in the Company’s Restoration Plans and his supplemental retirement benefits. Under the
Restoration Plans, the CEO received the right to receive payments totaling $74,958, due to the limitation of benefits under qualified plans
relating to the 401(k) Plan and the ESOP. Under the Supplemental Plan, he received the right to receive $472,814. The Committee continues to
believe it is fair and appropriate to maintain the Restoration Plans and the Supplemental Plan to fully recognize the CEO’s compensation when
determining benefits under other plans which generally are available to all full-time employees because it wants to remain competitive with
industry peers and properly reward the CEO’s efforts and because it believes that it is not appropriate to provide the CEO with a benefit that is
proportionately less than other employees simply due to the Code’s limits on covered salary and/or years of service which may be considered
in a tax-qualified retirement plan. In essence, the Restoration Plans and Supplemental Plan only retain the same percentage level of benefit
which would have applied but for the Code’s limits.

Employment Agreements/Change in Control Provisions. The Company also maintains employment agreements, which include change in
control provisions, with certain of its executive officers. See “Executive Compensation-Employment Agreements and Potential Payments Upon
Termination or Change in Control” below. Mr. Crowley Jr.’s agreement has been in effect, with subsequent amendments, for over 15 years.
The other executive officers’ employment agreements (other than Mr. Dosland) were entered into in 2000, in connection with the Company’s
initial conversion to a shareholder-owned entity and the acquisition of First Northern. First Northern executive officers at the time of the
acquisition, two of whom became executive officers of the Company, had pre-existing employment agreements, and the Company believed it
was important that similar agreements continue with the Company in order to maintain continuity. At the same time, the Company believed it
would be appropriate to enter into analogous employment agreements with other executive officers so as to provide for similar treatment for
similarly situated persons. The Committee continues to renew these employment agreements on an annual basis because it believes that the
agreements provide an appropriate degree of security for these persons which, in turn, enhances their continuing efforts to pursue Company
goals, even in situations where they may not align with their personal interests. For these same reasons, the Bank entered into an employment
agreement with Mr. Dosland upon his appointment as Senior Vice President-Chief Financial Officer in August 2008. The initial term of his
agreement was for one year and, in January 2009, was renewed through the end of 2009 to be consistent with the other executive officers. The
Chief Executive Officer’s employment agreement is more extensive than those of other executives, in recognition of his more extensive
responsibilities.

The employment agreements and the 2004 Stock Plan include provisions which provide additional protections to the employees in the event
of a change in control of the Company. We believe it is important to have these types of agreements with our executive officers in order to
provide them with incentive to consider transactions that may be in the Company’s best interest without jeopardizing the security of their
individual
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positions. The Company has adopted particular change in control provisions in an attempt to balance the potential cost of these provisions to an
acquirer, which the Committee believes to be quite modest, with a meaningful degree of security to the affected personnel. In particular, the
Company’s change in control agreements have a “double trigger,” which means that change in control benefits are payable to the executive
only if the ownership or control of the Company changes and, after such change, the executive’s compensation or duties are significantly
reduced or altered. The Company utilizes the double trigger because it believes that, while it is appropriate to protect key personnel in the event
of an acquisition, those protections should be limited to situations in which actions are taken that substantially affect their compensation or
employment. However, under the 2004 Stock Plan, there is a single trigger so that unvested options and restricted shares automatically vest
upon a change in control. The Committee also determined that it would be appropriate to cap the potential change in control payments to the
amount for which the Company could achieve a tax deduction, in order to balance the interests of the Company and the individuals. The 2004
Stock Plan provides for automatic vesting because we believe that the recipients of these awards should receive the intended benefits in the
event that the Company’s shareholders receive a commensurate benefit in a transaction.

Tax Considerations. Section 162(m) of the Code limits the deductibility of compensation in excess of $1 million during a fiscal year to
certain executive officers of publicly-held companies. Exceptions are made for, among other things, performance based plans approved by
shareholders. Stock options are considered performance based compensation; however, restricted stock awards are not unless they are coupled
with performance goals. The Committee is mindful of these limitations; for 2008, approximately $611,700 of Mr. Crowley Jr.’s taxable
compensation (resulting primarily from the vesting of restricted stock) was not deductible. Shareholder approval of the 2004 Stock Plan and its
predecessor plan was obtained, among other reasons, to qualify for an exception from current Section 162(m) for any performance based
compensation (such as options) payable under the plans.

Other provisions of the Code can also affect the decisions we make. Under Section 280G of the Code, a 20% excise tax is imposed upon
executive officers who receive “excess” payments upon a change in control if the payments exceed an amount approximating three times their
average annual compensation, determined by a five-year average. The excise tax applies to all payments over the executive’s average annual
compensation. Under Section 280G, the Company would not be able to deduct “excess” payments. To avoid application of Section 280G, the
executives’ change in control agreements provide that benefits payable pursuant to them are limited to 2.99 times the “average compensation”
as determined under the Code.

COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSATION

As part of its duties, the Compensation Committee has reviewed and discussed with management the “Compensation Discussion and
Analysis” contained above in this proxy statement. Based upon that review and those discussions, the Compensation Committee recommended
to the board of directors that the Compensation Discussion and Analysis be incorporated by reference in the Company’s annual report to
shareholders on Form 10-K and be included in this proxy statement.

Members of the Compensation Committee in 2008:

William J. Mielke, Chairman since May 6, 2008

Raymond W. Dwyer, Jr.

Thomas J. Lopina, Sr.

Robert B. Olson, member since May 6, 2008

David J. Rolfs, member and Chairman through May 6, 2008
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EXECUTIVE COMPENSATION

The following table contains compensation information with respect to the individual who served as the Company’s Chief Executive
Officer, the three individuals who served as Chief Financial Officer in 2008, and the three other most highly-compensated individuals who
were serving as executive officers of the Company at the end of 2008 (collectively, referred to occasionally in this section as the “named
executive officers”).

SUMMARY COMPENSATION TABLE

Change in

Pension Value

and

Nonqualified

Non-Equity Deferred
Stock Option Incentive Plan Compensation All Other
Name and Principal Salary Bonus Awards Awards ~ Compensation Earnings Compensation Total
Position Year G ®) ®3) ®3) ®@ @ ®OS) (6]

Michael T. Crowley, Jr.

Chairman, President 2008 709,500(6) 52,800 597,688 87,030 0 615,433 113,369 2,175,820
and Chief Executive 2007 688,400(6) 0 597,688 87,030 0 411,229 107,136 1,891,483
Officer of the Company 2006 665,600(6) 0 712,545 135,093 0 435,069 145,790 2,094,097
and the Bank

Michael W. Dosland 2008 63,308 4,700 18,038 1,376 0 0 11,204 98,626
Senior Vice President - 2007 N/A N/A N/A N/A N/A N/A N/A N/A
Chief Financial 2006 N/A N/A N/A N/A N/A N/A N/A N/A
Officer of the Company
and the Bank (7)

P. Terry Anderegg
Senior Vice President - 2008 193,300 13,500 85,384 13,906 0 58,984 32,232 397,306
Retail and 2007 185,300 0 85,384 13,906 0 46,466 31,066 362,122
Operations of the Bank 2006 178,400 0 105,231 24,630 0 29,203 42,245 379,709

Eugene H. Maurer, Jr.

Senior Vice President 2008 190,000 13,200 85,384 13,906 0 121,602 31,682 455,774
and Secretary of the 2007 182,250 0 85,384 13,906 0 92,921 30,492 404,953
Company; Senior Vice 2006 176,250 0 105,231 24,630 0 75,143 40,139 421,393
President and

Secretary/Treasurer of

the Bank (7)

Christopher J. Callen 2008 191,000 13,300 85,384 13,906 0 49,571 31,921 385,082
Senior Vice President - 2007 183,000 0 85,384 13,906 0 30,438 30,679 343,407
Lending of the Bank 2006 176,000 0 105,231 24,630 0 49,890 39,557 395,308

Marlene M. Scholz 2008 143,500 10,000 85,384 13,906 0 110,537 23,927 387,254
Senior Vice President 2007 N/A N/A N/A N/A N/A N/A N/A N/A
and Principal 2006 N/A N/A N/A N/A N/A N/A N/A N/A
Accounting Officer of
the Company (8)

Rick B. Colberg 2008 19,856 0 009) 009) 0 0 199 20,055
Former Chief Financial 2007 147,500 0 85,384 4,686 0 15,020 24,581 277,171
Officer of the Company 2006 127,500 0 105,231 24,630 0 15,998 29,381 302,740

@)

(1) Includes amounts voluntarily deferred by the named persons under the Restoration Plan. The voluntarily deferred amounts are included in
the “Executive Contributions in Last FY” column of the “Nonqualified Deferred Compensation” table below.
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No bonuses, either discretionary or based on the formulas under the Management Incentive Plan, were earned in fiscal 2006 or 2007. In
2008, no bonuses were earned based on the formulas under the Management Incentive Plan; however, discretionary bonuses were paid to
Management Incentive Plan participants. See “Compensation Discussion and Analysis-2008 Annual Compensation Determinations-Cash
Bonus/Incentives.”

Other than grants to Mr. Dosland in 2008, no options were granted, or shares of restricted stock awarded to executive officers, in 2006,
2007 or 2008. In 2008, in connection with his appointment as Chief Financial Officer, the Compensation Committee granted Mr. Dosland
options to purchase 50,000 shares of Company common stock, at an exercise price equal to $12.025 per share, and awarded him 20,000
shares of restricted stock, under the 2004 Stock Plan.

The amounts shown reflect the amounts expensed in the relevant year for grants and awards in prior years for executives other than

Mr. Dosland. The Financial Accounting Standards Board issued Statement of Financial Accounting Standards No. 123(R), Share-Based
Payment (“SFAS No. 123(R)”), which requires us to recognize compensation expense for stock options and other stock-related awards
granted to our employees and directors based on the estimated fair value of the equity instrument at the time of grant. The compensation
expense is recognized over the vesting period. The assumptions used to determine the valuation of the awards are discussed in Note 1 to
our consolidated financial statements. See the “Grants of Plan-Based Awards” table below for further discussion regarding the prior
years’ awards.

The ultimate value of the options will depend on the future market price of Company common stock, which we cannot forecast. The
actual value, if any, that an optionee would realize upon exercise of an option depends on the market value of our common stock as
compared to the exercise price when the option is exercised.

Represents the increase in the actuarial present value of pension benefits, under both our tax-qualified Pension Plan and our related
Supplemental Plan, between fiscal years. See the “Pension Benefits” and “Nonqualified Deferred Compensation” tables below for further
discussion regarding our pension and deferred compensation plans.

The amounts listed under the column entitled “All Other Compensation” in the “Summary Compensation Table” above include Company
contributions to the 401(k) Plan and the ESOP, contributions to the Restoration Plans and, with respect to Mr. Dosland, moving expenses
paid in connection with the commencement of his employment with the Company, which are listed in the table below:

Company Company
ESOP Matching Company Contribution to
Allocation Contribution to Benefits Restoration Plan Moving
Year ® 401(k) Plan ($) ESOP ($) 401(k) ($) Expenses ($) Total ($)
2008 36,112 2,299 70,440 4,518 0 113,369
Mr. Crowley Jr. 2007 35,443 2,250 65,101 4,342 0 107,136
2006 41,113 3,000 97,243 4,434 0 145,790
2008 0 0 0 0 11,204 11,204
Mr. Dosland 2007 N/A N/A N/A N/A N/A N/A
2006 N/A N/A N/A N/A N/A N/A
2008 30,302 1,930 0 0 0 32,232
Mr. Anderegg 2007 29,147 1,850 0 69 0 31,066
2006 38,974 2,035 0 1,235 0 42,245
2008 29,785 1,897 0 0 0 31,682
Mr. Maurer 2007 28,672 1,820 0 0 0 30,492
2006 38,534 1,605 0 0 0 40,139
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Company Company
ESOP Matching Company Contribution to
Allocation Contribution to Benefits Restoration Plan Moving
Year &) 401(k) Plan ($) ESOP ($) 401(k) ($) Expenses ($) Total ($)
2008 29,940 1,102 0 879 0 31,921
Mr. Callen 2007 28,784 789 0 1,106 0 30,679
2006 37,594 1,015 0 948 0 39,557
2008 22,495 1,432 0 0 0 23,927
Ms. Scholz 2007 N/A N/A N/A N/A N/A N/A
2006 N/A N/A N/A N/A N/A N/A
2008 0 199 0 0 0 199
Mr. Colberg 2007 23,113 1,468 0 0 0 24,581
2006 27,923 1,458 0 0 0 29,381

(©)

@)

@®)

©

Includes amounts Mr. Crowley Jr. received for service as a member of the board of directors of the Bank and the Company. In 2006,
Mr. Crowley Jr. received $25,600; in 2007, he received $28,400 for such service; and in 2008, he received $27,000 for such service.

Mr. Colberg retired as an officer and employee of the Company effective as of January 4, 2008. The information related to him in the
table reflects his compensation through that date, but does not include post-retirement benefits. From January 4 through August 18, 2008,
Mr. Maurer has served as interim Chief Financial Officer of the Company. Mr. Dosland began employment with the Company on
August 18, 2008 and the information related to him in the table reflects his compensation since that date.

Ms. Scholz became one of the Company’s named executive officers in 2008. Pursuant to the SEC’s disclosure rules, compensation
information is required for her only for that year.

As of the date of his retirement from employment with the Company, Mr. Colberg had 16,000 restricted shares of stock that remained
unvested and, therefore, were forfeited to the Company and had options to purchase 40,000 shares of Company common stock that
remained unvested and, therefore, terminated. During 2008, the Company reversed expense for stock options from prior years in the
amount of $125,230.

k ok ok

The Company maintains employment agreements with each of its executive officers; those employment agreements cover, among other things,
the compensation and benefits received by these persons and payments upon termination of employment. For more information on these
agreements, see “Employment Agreements and Potential Payments upon Termination or Change in Control” below. In addition, our equity-
based awards are made under the 2004 Stock Plan, and annual cash incentive awards are made under our Management Incentive Plan, which is
described under “Grants of Plan-Based Awards” below.

Employee Stock Ownership Plan. The ESOP is a tax-qualified plan that covers substantially all salaried employees who have at least one year
of service and have attained age 21. It became effective at the completion of the Company’s 2000 restructuring. The Company loaned the
ESOP sufficient funds to purchase up to 8% of the Company shares issued in that transaction to persons other than the then-established mutual
holding company of Bank Mutual Corporation.
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The loan to the ESOP is for a term of 10 years and calls for level annual payments of principal. Interest payments, at 8% per annum, are made
annually. The ESOP initially pledged the shares it purchased as collateral for the loan and holds them in a suspense account until allocated to
employees upon repayment of loan principal.

The ESOP does not allocate the pledged shares immediately. Instead, it releases a portion of the pledged shares annually as payments are made
on the loan. The loan payments made by the ESOP come from employer contributions and, if determined in certain years, dividends paid on the
shares held in the plan. If the ESOP repays its loan as scheduled over a 10-year term, 10% of the shares would be released and allocated to
participants annually in 2001 through 2010; however, payments have occasionally been made more quickly by the use of dividends which were
paid on unallocated shares to release additional shares. As a result of the actual payments made, 327,251 shares were allocated to participants’
accounts in 2008, and, cumulatively, 2,491,751 shares were previously released and allocated through 2007. The ESOP allocates the shares
released each year that are attributable to employer contributions among the accounts of participants in proportion to their compensation for the
year. For example, if a participant’s compensation for a year represents 1% of the total compensation of all participants for the year, the ESOP
would allocate to that participant 1% of the shares released for the year attributable to employer contributions.

ESOP participants direct the voting of shares which are allocated to their individual accounts. Shares in the suspense account, which are those
not yet allocated to individual accounts, are voted at the discretion of the Company’s board of directors.

401(k) Plan. To provide an additional incentive for employees to save for their retirement, the Company maintains the Bank Mutual
Corporation 401(k) Plan. The 401(k) Plan, a tax-qualified defined contribution plan, is offered to substantially all of our employees. Under the
401(k) Plan, employees may voluntarily contribute additional funds to accounts for their benefit in the plan, and may designate within several
specified choices how those funds will be invested. To provide additional incentives for these employees to contribute to their 401(k) accounts,
the Company provides matching payments to contributions made by the participating employees. The Company’s matching payments are
limited to 20% of the first 5% of salary deferred, for a maximum employer contribution of 1% of the participants’ salary (up to Code limits).

Restoration Plans. The Company also maintains Restoration Plans to compensate participants for benefits under the ESOP and the 401(k) Plan
that they are unable to receive because of limitations under the Code on contributions and benefits under those plans. The Code restricts the

amount of tax-qualified plan benefits that can be received by plan participants, and also limits salary deferrals that an employee may contribute
to the 401(k) Plan.

The Restoration Plans provide benefits for all employees, including officers, based on allocations which they would have received in the ESOP
in the absence of Code limitations. For example, under the ESOP, only the first $230,000 of earnings was considered in determining ESOP
benefits for 2008. Under the Restoration Plan related to the ESOP, each participant receives an amount equal to the benefit that he or she would
have received under the ESOP in the absence of the Code’s compensation limit, less the amount received under the ESOP itself.

The Restoration Plan related to the 401(k) Plan permits eligible participants to defer compensation that they are unable to contribute to the
401(k) Plan and receive Company allocations thereunder, in each case because of Code limits. Under the Code, in 2008, only the first $230,000
of compensation is considered in determining benefits under tax-qualified plans.

The Restoration Plan related to the ESOP covers all employees, and the Restoration Plan related to the 401(k) Plan covers officers and key
employees who are selected by the board. The annual allocations to employees under the Restoration Plans are not tax deductible by the
employer or included in the taxable compensation of the employees receiving the allocations. When benefits are paid to the employees
following the termination of employment, the payments, which will require board approval, will be deductible by the employer and included in
the taxable compensation of the employees receiving those payments.
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GRANTS OF PLAN-BASED AWARDS

2008
All Other All Other
Stock Option
Awards: Awards: Exercise
Number Number of or Base
Estimated Future Payouts Under Non- of Shares Securities Price of  Fair Value
Equity Incentive Plan Awards (1) of Stock Underlying Option  of Stock and
Grant Approval Threshold Target Maximum or Units Options Awards Option
Name Date Date (%) &) &) # (2) # (2 ($/Sh)  Awards ($)
Mr. Crowley Jr. 12/17/07 — 95,550 136,500 273,000 — — — —
Mr. Dosland 08/18/08(2) 08/04/08 — — — 20,000 — — 240,500(3)
08/18/08(2) 08/04/08 — — — — 50,000 12.025  99,000(3)
Mr. Anderegg 12/17/07 — 19,485 27,835 55,670 — — — —
Mr. Maurer 12/17/07 — 19,152 27,360 54,720 — — — —
Mr. Callen 12/17/07 — 19,253 27,504 55,008 — — — —
Ms. Scholz 12/17/07 — 14,465 20,664 41,328 — — — —
No criteria for the potential to receive awards were set for Mr. Colberg due to his retirement as of January 4, 2008.

(D

()

3

Because Company financial performance did not meet threshold levels, no bonuses were earned with respect to Company performance in
fiscal 2008 and no amounts were actually paid based upon Company performance under the Management Incentive Plan; however,
various individuals received discretionary bonuses based on achieving personal objectives and the Company’s results compared to other
financial services companies. Please see the “Bonus” and “Non-Equity Incentive Plan Compensation” columns in the “Summary
Compensation Table” above.

The amounts shown above represent amounts payable pursuant to the Company quantitative portion of the Management Incentive Plan
only, based upon 80% of bonus being payable pursuant to these criteria (except for Mr. Crowley Jr., whose bonus is 100% based on these
criteria). Executive officers other than Mr. Crowley Jr. are able to earn up to 20% of their target bonus based upon achievement of
personal goals, but only if the Company’s quantitative financial goals were met. Due to his mid-year hire, the Compensation Committee
did not establish formal targets for Mr. Dosland under the Management Incentive Plan in 2008; however, Mr. Dosland will participate in
the incentive plan in future years.

Other than the grant to Mr. Dosland, no stock options or shares of restricted stock were awarded to executive officers in 2008. In
connection with his appointment as Chief Financial Officer, the Compensation Committee approved a grant, effective as of August 18,
2008, to Mr. Dosland of options to purchase 50,000 shares of Company common stock, at an exercise price equal to $12.025 per share,
and awarded him 20,000 shares of restricted stock, under the 2004 Stock Plan. The options and restricted shares vest 20% per year in
each of the five years after the August 2008 grant date, or earlier in the event of a change in control of the Company, death or disability.

The amounts reflect the grant date fair value in accordance with SFAS No. 123(R). The assumptions used to determine the valuation of
the awards are discussed in Note 1 to our consolidated financial statements.

The ultimate value of the options will depend on the future market price of Company common stock, which we cannot forecast. The
actual value, if any, that an optionee would realize upon exercise of an option depends on the market value of Company common stock as
compared to the exercise price when the option is exercised.

k ok ok

The non-equity incentive awards in the above table were potential annual cash bonus amounts payable pursuant to the Company’s Management
Incentive Plan. Under the Management Incentive Plan, the Compensation Committee sets targets near the beginning of the fiscal year for
Company performance and cash bonus payments depend upon the degree to which the Company meets these targets. The actual bonus amounts

are
mis

determined based upon the Company’s performance as to those financial criteria. For each average percentage point by which the Company
sed its targets, the potential bonus is reduced by 1.5 percentage points. No bonus is paid for performance more
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than 20% below targets. For each average percentage point by which the Company exceeds its targets, the bonus is increased by 2 percentage
points. No bonus is earned with respect to any criteria if Company performance is below threshold criteria, also set at the beginning of the year.
In addition, the Management Incentive Plan permits a portion of the cash bonus to be determined based upon individual performance goals. In
total, Mr. Crowley Jr. was able to earn up to 14% at the threshold, 20% at the target, or 40% at maximum, of his salary as bonus, and other
executive officers up to 12.6%, 18% and 36%, respectively. For further information as to the computation of these awards for fiscal 2008, see
“Compensation Discussion and Analysis-2008 Annual Compensation Determinations-Cash Bonus/Incentives” above.

In 2008, Mr. Dosland was the only executive officer to receive a grant of equity-based awards under the Company’s 2004 Stock Plan. Under
the 2004 Stock Plan, the Compensation Committee may grant awards of stock options and/or restricted stock to officers, directors and other
key employees of the Company and its subsidiaries. Options under the 2004 Stock Plan are priced at the average of the high and low trading
prices on The Nasdaq Stock Market on the grant date. Grants thereunder vest upon service with the Company, with 20% of the options and/or
shares awarded vesting on each of the first five anniversaries of the grant. The 2004 Stock Plan also includes provisions which provide for
accelerated vesting in the event of a change in control of the Company, death or disability. Awards were also made in 2001 under the
Company’s 2001 Stock Plan, which was the predecessor and substantially similar to the 2004 Stock Plan.

OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END

December 31, 2008
Stock Awards
Number
Option Awards of Shares Market
Number of Number of or Units Value of
Securities Securities of Stock Shares or
Underlying Underlying That Units of
Unexercised Unexercised Option Have Stock That
Options Options Exercise Option Not Have Not
#) #) Price Expiration Vested Vested
Name Exercisable Unexercisable ($) Date (#) ($)(6)
Mr. Crowley Jr. 487,852 $ 3.2056 5/8/11(1)
560,000 140,000 $10.6730 5/3/14(2)
56,000(4) $646,240
Mr. Dosland 0 50,000 $ 12.025 8/18/18(3)
20,000(5) $230,800
Mr. Anderegg 165,086 $ 3.2056 5/8/11(1)
80,000 20,000 $10.6730 5/3/14(2)
8,000(4) $ 92,320
Mr. Maurer 9,111 $ 3.2056 5/8/11(1)
80,000 20,000 $10.6730 5/3/14(2)
8,000(4) $ 92,320
Mr. Callen 165,086 $ 3.2056 5/8/11(1)
80,000 20,000 $10.6730 5/3/14(2)
8,000(4) $ 92,320
Ms. Scholz 9,111 $ 3.2056 5/8/11(1)
80,000 20,000 $10.6730 5/3/14(2)
8,000(4) $ 92,320

Mr. Colberg had no outstanding equity awards at December 31, 2008.
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Option award, under the 2001 Stock Plan, which has an exercise price equal to the market value of our common stock (average of the
high and low trading prices) on the May 8, 2001 grant date, as adjusted for a subsequent stock split. Vested in five annual increments of
20% each.

Option award, under the 2004 Stock Plan, which has an exercise price equal to the market value of our common stock (average of the
high and low trading prices) on the May 3, 2004 grant date and vests in five annual increments of 20% each beginning on the first
anniversary following the grant date. At December 31, 2008, 20% of the options awarded in 2004 remained unvested.

Option award, under the 2004 Stock Plan, which has an exercise price equal to the market value of our common stock (average of the
high and low trading prices) on the August 18, 2008 grant date and vests in five annual increments of 20% each beginning on the first
anniversary following the grant date. At December 31, 2008, 100% of the options awarded in 2008 remained unvested.

Consists of restricted shares awarded on May 3, 2004 under the 2004 Stock Plan. The restricted shares vest in five annual increments of
20% each beginning on the first anniversary following the award. At December 31, 2008, 20% of the restricted shares awarded in 2004
remained unvested. As of the date of his retirement from employment with the Company in January 2008, Mr. Colberg had 16,000
restricted shares that remained unvested and, therefore, were forfeited to the Company.

Consists of restricted shares awarded on August 18, 2008 under the 2004 Stock Plan. The restricted shares vest in five annual increments
of 20% each beginning on the first anniversary following the award. At December 31, 2008, 100% of the restricted shares awarded in
2008 remained unvested.

(6) Based on the $11.54 per share closing price of a share of our common stock on December 31, 2008, the last trading day of the year.
OPTION EXERCISES AND STOCK VESTED
2008
Option Awards Stock Awards
Number of Shares Value Realized on Number of Shares Value Realized
Acquired on Exercise Acquired on on Vesting
Name Exercise (#) $)(1) Vesting (#)(2) ($)(2)
Mr. Crowley Jr. 31,195 227,861 56,000 633,360
Mr. Dosland 0 0 0 0
Mr. Anderegg 0 0 8,000 90,480
Mr. Maurer 155,975 1,280,461 8,000 90,480
Mr. Callen 0 0 8,000 90,480
Ms. Scholz 153,225 1,230,305 8,000 90,480
Mr. Colberg 69,111 131,804 0 0
(1) Computed based on the difference between the market price of the underlying securities at exercise and the option exercise price.

()

The number of shares acquired on vesting and the value realized on vesting relates to shares of restricted stock that were granted under
the 2004 Stock Plan and that were subject to vesting at the rate of 20% per year in the five years after grant. For Messrs. Crowley Jr.,
Anderegg, Maurer, Callen and Colberg, the shares were granted in 2004. Due to his retirement, Mr. Colberg had 16,000 restricted shares
and options to purchase 40,000 shares of stock that did not vest and, therefore, were forfeited to the Company or terminated, as the case
may be. Mr. Dosland received a grant of shares in 2008; however, none of them are yet vested. The shares granted under the 2004 Stock
Plan are valued at the average of the high and low trading prices on The Nasdaq Stock Market on the dates of vesting.
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PENSION BENEFITS

The following table provides information on the benefits which are accrued under the Bank Mutual Corporation Pension Plan, the qualified
defined benefit pension plan that covers substantially all of our employees, and Mr. Crowley Jr.’s Supplemental Plan, which applies to
specified officers.

Number of Years Present Value of Payments During

Credited Service Accumulated Benefit Last Fiscal Year
Name Plan Name (#) ($) ($)
Mr. Crowley Jr. Pension Plan 41 1,918,951 0
Mr. Crowley Jr. Supplemental Plan 41 5,433,502 0
Mr. Dosland Pension Plan 0 0 0
Mr. Anderegg Pension Plan 15 364,566 0
Mr. Maurer Pension Plan 26 949,068 0
Mr. Callen Pension Plan 9 374,686 0
Ms. Scholz Pension Plan 26 762,133 0
Mr. Colberg Pension Plan 6 92,971 0

Pension Plan

The Pension Plan is a qualified defined benefit pension plan which covers all employees of the Company and its subsidiaries who are age 21 or
over and who have completed at least one year of service with the Company. Pension benefits are based on the participant’s average annual
compensation (salary and bonus), including annual cash incentive compensation, and years of credited service to the Company and its
subsidiaries. Years of credited service in the Pension Plan begin at the date of participation in the plan. Benefits are determined in the form of a
10-year certain and life annuity. Pension Plan payments were calculated assuming a retirement age of 65, or in Mr. Crowley’s case, age 67, and
a discount rate of 6.07% and using the RP 2000 mortality table for determining post-retirement mortality.

Supplemental Retirement Plan

Designated officers (currently only Mr. Crowley Jr.) also participate in the Supplemental Plan, which is a supplemental non-qualified defined
benefit pension plan. The Supplemental Plan provides monthly supplemental benefits to participants that will be paid out of a “rabbi trust”
established for the Supplemental Plan, or unsecured corporate assets. The amount of the Supplemental Plan benefit in the form of a 10-year
certain and life annuity is determined as:

. An amount calculated under the Pension Plan without regard to the limitations imposed by the Code on benefit or compensation
amounts and without regard to certain limitations on years of service, minus

. The pension benefit accrued under the Pension Plan.

In 2008, under Code limits, the maximum annual benefit payable through the Pension Plan was $185,000 and the maximum annual
compensation which could be taken into account to determine pension benefits was $230,000. In 2009, those amounts increased to $195,000
and $245,000, respectively. The Code limits the number of years of service which may be taken into account to 40 years.

Benefits under the Supplemental Plan are calculated assuming a retirement age of 67 and a discount rate of 6.07% and using the RP 2000
mortality table for determining post-retirement mortality. To support obligations payable under the Supplemental Plan, the Company maintains
assets in a “rabbi trust,” the amount of which is based on the actuarial value of future benefits; the Company expenses payments into the rabbi
trust when they are made. These amounts will be paid from the Company’s funds, including funds of the rabbi trust in the future; they will not
be paid out of the assets in the Pension Plan.
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NONQUALIFIED DEFERRED COMPENSATION

The Company maintains Restoration Plans which, in part, relate to Code limits on Company contributions made with respect to the 401(k) Plan
and the ESOP. The Code limits the salary deferral that an employee may contribute to the 401(k) Plan and also restricts the amount of tax-
qualified plan benefits that can be received by plan participants. It also limits the amount of salary which may be considered for ESOP
allocations. See the description included following the “Summary Compensation Table” above.

The following table includes information as to the additional contributions under the Restoration Plans.

Executive Registrant Aggregate
Contributions Contributions in Aggregate Withdrawals/ Aggregate
in Last FY Last FY Earnings in Distributions Balance at Last
Name ® @ (CY®) LastFY ($) (6] FYE ($) (3)
Mr. Crowley Jr. 22,782 4,518 (12,844) 0 320,857
Mr. Dosland 0 0 0 0 0
Mr. Anderegg 0 0 4,241 0 44,091
Mr. Maurer 0 0 0 0 0
Mr. Callen 8,785 879 1,447 0 73,746
Ms. Scholz 0 0 440 0 5,557
Mr. Colberg 0 0 0 0 0

(1) These amounts are also included under the “Salary” column of the “Summary Compensation Table” above.
(2) These amounts are also included under the “All Other Compensation” column of the “Summary Compensation Table” above.

(3) Of these balances, the following amounts were included as compensation in prior years’ Summary Compensation Tables: Mr. Crowley
Jr—$117,759; Mr. Anderegg—$7,822; and Mr. Callen—$24,351.

% % %

EMPLOYMENT AGREEMENTS AND POTENTIAL PAYMENTS UPON
TERMINATION OR CHANGE IN CONTROL

The Bank has employment agreements with Messrs. Crowley Jr., Dosland, Anderegg, Maurer and Callen and Ms. Scholz (although, as
previously announced, Ms. Scholz intends to retire in May 2009), and had such an agreement with Mr. Colberg prior to his retirement. Other
than Mr. Dosland’s agreement, the initial terms of all of the employment agreements were three years. For Mr. Crowley Jr., each year the
agreement may be extended, upon agreement of Mr. Crowley Jr. and by affirmative action of the Bank’s board of directors, so that the
agreement remains in effect for a rolling three-year period. For the other executives, on each anniversary date after the expiration of the initial
period, the employment term may be extended for one year upon agreement of the executive and by affirmative action taken by the Bank’s
board. The terms of the agreements for all officers other than Mr. Dosland were extended at January 1, 2008 and 2009. Mr. Dosland’s
employment agreement has an initial term of one year commencing August 18, 2008 and was extended at January 1, 2009 through the end of
2009 to be consistent with the other officers. Under the employment agreements, each executive is entitled to a base salary which is reviewed
annually, but cannot be reduced, by the Bank’s board, as well as benefits, perquisites, directors and officers insurance and indemnity, in
accordance with the Bank’s policies. Each executive is also entitled to incentive compensation based upon the Bank’s incentive compensation
plan as in effect from time to time and, from time to time, in the board’s discretion.

The current 2009 annual base salary amounts for each of the covered executive officers are as follows: Mr. Crowley Jr. — $696,000;
Mr. Dosland — $182,000; Mr. Anderegg — $197,300; Mr. Maurer - $194,000; Mr. Callen — $195,000; and Ms. Scholz — $146,500.
Mr. Colberg retired effective January 4, 2008. These amounts may be changed in subsequent years, but may not be reduced.
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The employment agreements can be terminated: at the election of the executive officer or the Bank at the expiration of the term; upon death,
retirement or disability of the executive; at any time for cause (as defined in the agreements); or voluntarily without cause by the executive or
the Bank. Each executive officer may also terminate his or her employment agreement under certain circumstances following a change in
control. Upon any event of termination or a change in control, each executive will receive his or her earned but unpaid base salary and
incentive compensation, as well as compensation for accrued but unused vacation time. In addition, depending on the manner of termination,
each executive will receive additional benefits as discussed and quantified in the tables below.

If the Bank terminates Mr. Crowley Jr.’s agreement at the end of the term, he will receive a lump sum payment equal to 100% of his annual
base salary at the time of termination. In addition, he will receive insurance benefits (life, medical, dental and optical) and required medical
coverage at the Bank’s expense for a period of up to 12 months in accordance with the Bank’s policies and applicable law. Other than
Mr. Dosland, the other executives do not receive any additional payments if terminated at the end of the current term of his or her agreement.
Because his agreement is still in its initial term, if the Bank terminates Mr. Dosland at the end of the current term of his agreement, he would
receive a lump sum payment equal to 25% of his annual base salary at the time of termination. In addition, he would receive insurance benefits
(life, medical, dental and optical) and required medical coverage at the Bank’s expense for a period of up to three months in accordance with
the Bank’s policies and applicable law.

Upon each executive’s death or retirement, the executive or executive’s personal representative will receive his or her earned but unpaid
base salary and incentive compensation, prorated to the end of the calendar month in which the termination occurred, and compensation for
accrued but unused vacation time. The amounts owed in these circumstances will be a lump sum cash payment. Retirement age is set at 55 for
Messrs. Crowley Jr. and at 65 for the other executives; it was also 55 for Mr. Colberg. In Mr. Crowley Jr.’s case, if he is age 65 or older at the
time of retirement, the Bank will also pay for certain Medicare coverage. In addition, in the event of death of Mr. Crowley Jr., the Bank will
provide certain medical coverage and benefits for his spouse and dependent children; Mr. Colberg’s agreement had similar provisions.

Upon disability, each executive’s unpaid base salary and incentive compensation will be prorated to the end of the calendar month in which
the termination occurred. The executive will also receive an amount equal to 100% of his or her annual base salary at the time of termination,
as well as insurance benefits (life, medical, dental and optical) at the Bank’s expense for a period of up to 12 months in accordance with the
Bank’s policies and applicable law. Mr. Crowley Jr. is also entitled to receive further medical coverage required by COBRA at the Bank’s
expense for an additional 29 months. In addition, upon termination due to disability, Mr. Crowley Jr. will receive benefits comparable to the
amount and duration that other executives would receive under the Bank’s short- and long-term disability plans as if the maximum benefit
limitation and eligibility periods did not apply. Similarly, Mr. Colberg’s agreement provided, for a one-year severance period, benefits
comparable in amount to benefits other executives would receive under the Bank’s short- and long-term disability plans as if the maximum
benefit limitation and eligibility periods did not apply.

If, during the term, the Bank terminates an executive without cause or the executive officer terminates his or her employment for cause (e.g.,
the Bank reduces the executive’s base compensation or duties or breaches the employment agreement), the executive would be entitled to
receive a lump sum payment equal to 100% of his or her base salary at the time of termination through the end of a one-year severance period.
In Mr. Crowley Jr.’s case, he would receive such amount for an aggregate of 36 months. In addition, if the Bank terminates an executive officer
without cause, the executive will receive insurance benefits (life, medical, dental and optical) at the Bank’s expense through the end of the one-
year severance period, in accordance with the Bank’s policies and applicable law. In Mr. Crowley Jr.’s case, the benefits period is extended for
a period of up to 36 months after the date of termination. Mr. Crowley Jr. also receives required medical coverage at the Bank’s expense and
potential Medicare benefits, if he is age 65 or older at the time of termination. The Bank must also pay each executive officer a lump sum cash
payment in an amount equal to the product of: (i) the Bank’s annual aggregate contributions for the executive to all qualified retirement plans
in the year preceding termination and (ii) the number of years in the severance period (Mr. Crowley Jr. receives three times the Bank’s annual
aggregate contributions).

Each executive also has the right to terminate his or her employment following a change in control of the Bank if any of the following occur
as a result of the change in control: the executive’s compensation, benefits, responsibilities or duties are reduced; the executive is transferred
more than 50 miles from his current principal
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office of employment; or the executive is required to travel as part of his or her duties more than in the past. Upon any termination resulting
from a change in control, each executive has a right to receive severance payments and termination benefits as if a termination by the Bank
without cause had occurred. In addition, Mr. Crowley Jr. will continue to receive certain benefits in the event of a change in control of the
Bank.

Under each employment agreement, the aggregate amount of all severance payments and termination benefits payable to the executive
officer, computed on a present value basis, may not exceed an amount which would cause the payments to be characterized as “parachute
payments” within the meaning of Section 280G(b)(2) of the Code. That section generally defines parachute payments to include any severance
payments and termination benefits which, on a present value basis, equal or exceed three times the person’s average annual total compensation
over a five-year period immediately preceding the change in control.

If an executive is terminated by the Bank for cause, the executive will receive his or her earned but unpaid base salary and incentive
compensation, as well as compensation for accrued but unused vacation time; however, the executive will not be entitled to any compensation
or employment benefits for any period after the date of such termination, or the continuation of any benefits, except as may be required by law.
“Cause” is defined to include: the executive’s personal dishonesty; incompetence; willful misconduct; breach of fiduciary duty involving
personal profit; intentional failure to perform stated duties; willful violation of any law, rule or regulation (other than traffic violations or
similar offenses) or final cease-and-desist order; or material breach of the employment agreement.

In addition, the employment agreements for all executives other than Mr. Crowley Jr. contain specific conditions under which the Bank’s
obligations to make payments or provide benefits would be suspended or terminated. If the executive is suspended or temporarily prohibited
from participating in the Bank’s affairs pursuant to the Federal Deposit Insurance Act (“FDIA”), the Bank’s obligations will be suspended, and
if the executive is removed or permanently prohibited from participating in the Bank’s affairs pursuant to the FDIA, the Bank’s obligations will
terminate, except that the executive will still be entitled to vested rights. Each agreement may also be terminated by the Office of Thrift
Supervision if it is determined that the Bank needs assistance or is in an unsafe or unsound condition.

Each executive officer is also subject to non-compete provisions, under which he or she agrees not to compete with the Bank for the greater
of one year or the period for which he or she received post-employment compensation under the agreement, but not to exceed two years. If the
executive breaches the non-compete provisions, the Bank is entitled to injunctive and equitable relief in addition to other remedies available at
law.
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The following tables set forth the estimated current value of benefits that could be paid to our named executive officers upon various events
of termination or a change in control under the individual employment agreements with the named executive officers and the terms of our
equity compensation plans. These amounts are estimates only and do not necessarily reflect the actual amounts that would be paid to the named
executive officers; the actual amounts would be known only at the time that they become eligible for payment and would be payable only if a
termination event or change in control were to occur. The table reflects the amounts that could be payable under the various arrangements if a
termination event or change in control had occurred at December 31, 2008. No amounts are provided for Mr. Colberg because he was not
employed at December 31, 2008.

TERMINATION AND CHANGE IN CONTROL PAYMENTS AND BENEFITS

Michael T. Crowley Jr.

Early Early
Vesting of Vesting of
Base Incentive Stock Restricted Accrued Other
Salary ($) Compensation Options ($) Shares ($) and Unused Benefits ($)

Event [€)) % 2) 3 @ Vacation ($) [©) Total ($)
Termination by Bank at

End of Term 682,500 52,800 N/A N/A 44,540 27,795 807,635
Death (6) 0 0 121,380 646,240 44,540 15,839 827,999
Retirement (6) 0 0 N/A N/A 44,540 0 44,540
Disability (7) 682,500 0 121,380 646,240 44,540 372,743 1,867,403
Termination by Executive

For Cause 2,047,500 0 N/A N/A 44,540 0 2,092,040
Termination by Bank

Without Cause 2,047,500 0 N/A N/A 44,540 666,635(8) 2,758,675
Termination by Executive

Due to Change in

Control 2,047,500 0 121,380 646,240 44,540 667,715(8) 3,527,375(9)
Other Executive Officers:

Early Early
Vesting of Vesting of

Event / Name Base Incentive Stock Restricted Accrued and Other
of Executive Salary ($) Compensation Options Shares ($) Unused Benefits
Officer @ ® Q@ ® 3 ) Vacation ($) ® G Total ($)
Termination by Bank at End

of Initial Term (10)

Mr. Dosland 45,000 0 N/A N/A 0 2,746 47,746
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Early Early
Vesting of Vesting of
of Exccutive Saary(®  Compemsation  Opiions  Shares®)  Unmed  Benefts
Officer @ ® @ (LIE) @ Vacation ($) (LIE) Total ($)
Death (6)
Mr. Dosland 0 0 0 230,800 0 N/A 230,800
Mr. Anderegg 0 0 17,340 92,320 4,461 N/A 114,121
Mr. Maurer 0 0 17,340 92,320 3,654 N/A 113,314
Mr. Callen 0 0 17,340 92,320 8,815 N/A 118,475
Ms. Scholz 0 0 17,340 92,320 0 N/A 109,660
Retirement (6)
Mr. Dosland 0 0 N/A N/A 0 N/A 0
Mr. Anderegg 0 0 N/A N/A 4,461 N/A 4,461
Mr. Maurer 0 0 N/A N/A 3,654 N/A 3,654
Mr. Callen 0 0 N/A N/A 8,815 N/A 8,815
Ms. Scholz 0 0 N/A N/A 0 N/A 0
Disability (7)
Mr. Dosland 180,000 0 0 230,800 0 1,102,440 1,513,240
Mr. Anderegg 193,300 0 17,340 92,320 4,461 663,282 970,703
Mr. Maurer 190,000 0 17,340 92,320 3,654 236,515 539,829
Mr. Callen 191,000 0 17,340 92,320 8,815 50,500 359,975
Ms. Scholz 143,500 0 17,340 92,320 0 142,503 395,663
Termination by Executive
For Cause
Mr. Dosland 180,000 0 N/A N/A 0 0 180,000
Mr. Anderegg 193,300 0 N/A N/A 4,461 0 197,761
Mr. Maurer 190,000 0 N/A N/A 3,654 0 193,654
Mr. Callen 191,000 0 N/A N/A 8,815 0 199,815
Ms. Scholz 143,500 0 N/A N/A 0 0 143,500
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Early Early

Vesting of Vesting of
Event / Name Base Incentive Stock Restricted Accrued and Other
of Executive Salary ($) Compensation Options Shares ($) Unused Benefits
Officer @ ® Q@ ® A ) Vacation ($) ® G Total ($)
Termination by Bank
Without Cause
Mr. Dosland 180,000 0 N/A N/A 0 10,743(8) 190,743
Mr. Anderegg 193,300 0 N/A N/A 4,461 59,973(8) 257,734
Mr. Maurer 190,000 0 N/A N/A 3,654 130,708(8) 324,362
Mr. Callen 191,000 0 N/A N/A 8,815 52,795(8) 252,610
Ms. Scholz 143,500 0 N/A N/A 0 114,082(8) 257,582
Termination by Executive
Due to Change in Control
Mr. Dosland 180,000 0 0 230,800 0 10,743(8) 421,543(9)
Mr. Anderegg 193,300 0 17,340 92,320 4,461 59,973(8) 367,394(9)
Mr. Maurer 190,000 0 17,340 92,320 3,654 130,708(8) 434,022(9)
Mr. Callen 191,000 0 17,340 92,320 8,815 52,795(8) 362,270(9)
Ms. Scholz 143,500 0 17,340 92,320 0 114,082(8) 367,242(9)

)

()

3

“)

For officers other than Mr. Crowley Jr. and except for a termination of Mr. Dosland by the Bank at the end of initial term, this amount
represents the sum of the executive’s base salary in the year before the applicable termination event. In Mr. Crowley Jr.’s case, in the
event of (i) termination by Mr. Crowley Jr. for cause, (ii) termination by the Bank without cause and (iii) termination by Mr. Crowley Jr.
due to a change in control, this amount represents base salary for the remaining term of the agreement and up to one year post-term, with
a 36-month maximum. Amounts payable to Mr. Crowley Jr. do not include compensation earned for service as a director of the Company
or the Bank. Upon a termination of Mr. Dosland at the end of the initial term of his agreement, Mr. Dosland will receive a lump sum
payment equal to 25% of his annual base salary at the time of termination, as well as insurance benefits (life, medical, dental and optical)
and required medical coverage at the Bank’s expense for a period of up to three months in accordance with the Bank’s policies and
applicable law.

These amounts are based on the executive’s receipt of a discretionary cash bonus for 2008. See “Compensation Discussion and Analysis-
2008 Annual Compensation Determinations-Cash Bonus/Incentives” and the “Summary Compensation Table” above.

All outstanding unvested stock options would become vested (i) pursuant to each executive’s employment agreement and the stock plans,
upon a change in control and (ii) pursuant to the stock plans, upon death or disability of the executive. The amount shown represents the
value of the options based on a closing stock price on December 31, 2008, the last trading day of the year, of $11.54 per share. In

Mr. Dosland’s case, the exercise price of his options is $12.025; therefore, they had no unrealized value at December 31, 2008.

All outstanding unvested shares of restricted stock would become vested (i) pursuant to each executive’s employment agreement and the
stock plans, upon a change in control and (ii) pursuant to the stock plans, upon death or disability of the executive. This amount
represents the value of the unvested restricted share
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awards held by the executive based on a closing stock price on December 31, 2008, the last trading day of the year, of $11.54 per share.

(5) These amounts include payments of employer-paid life insurance, employer-paid medical and dental benefits and, if applicable, the lump
sum cash payment equal to the Bank’s annual aggregate contributions for the executive to retirement benefit plans. In the case of
Mr. Crowley Jr., in the event of a change in control, these amounts include certain benefits such as use of a company automobile and club
membership dues. Benefits extending for an indeterminate number of years are at their present value, assuming a 10-year span for those
benefits and 5% annual increases in current expense amounts.

(6) These amounts exclude amounts, if any, payable pursuant to any Company retirement plans.
(7) These amounts exclude amounts, if any, payable pursuant to third party insurance policies.

(8) In the case of termination of the executive by the Bank without cause or a change in control, these amounts include an amount equaling
the expected increase in pension accruals and insurance benefits for the remaining employment term or severance period, as set forth in
the executive’s employment agreement.

(9) Per the employment agreements, the total amount payable is limited to 2.99 times the executive officer’s Base Amount (defined as the
average annual total compensation over a five-year period immediately preceding the change in beneficial ownership or control of the
Bank) so as to prevent the payment from being classified as a parachute payment within the meaning of Section 280G(b)(2) of the Code.
Therefore, the actual amounts payable to an executive might be less than the amount indicated in this table.

(10) The initial terms of the employment agreements for Messrs. Anderegg, Maurer and Callen and Ms. Scholz have expired; therefore, the
“Termination by Bank at End of Initial Term” category does not apply to those individuals.

% % %

In the event any of these persons otherwise voluntarily terminates or is terminated for cause, they would receive any accrued salary and
vacation pay through the time of termination.

CERTAIN TRANSACTIONS AND RELATIONSHIPS WITH THE COMPANY

General Principles

Bank Mutual Corporation has a policy that transactions, if any, between the Company, on the one hand, and its executive officers or
directors (or related party), on the other hand, must be on a basis that is fair and reasonable to the Company, and in accordance with Bank
Mutual Corporation’s code of ethics, banking laws and regulations and other policies. Lending transactions between the Bank and such a
person that are on the same terms and conditions as applied to others must be approved in advance by the board of directors or the executive
committee of the Bank and also must be brought to the attention of the Company’s board of directors; depository transactions on the same
terms and conditions as other customers do not need approval. Any other transactions with the Company’s directors or executive officers, or
their related parties, must be approved by either a disinterested majority of the Company’s board of directors or by its Audit Committee.

Banking Relationships

The Bank has had, and expects to continue to have, regular business dealings with its officers and directors, as well as their associates and
the firms which they serve. The Company follows applicable banking laws and regulations with respect to those relationships. The Bank’s
historical policy has been that transactions, including loans, deposits and other securities, with its directors and executive officers be on terms
that are no more favorable to the director or executive officer than the Bank would provide to unaffiliated third parties. Directors and executive
officers, and their associates, regularly deposit funds with the Bank; the deposits are made on the same terms and conditions which are offered
to other depositors.
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The Bank historically discouraged lending from the Bank to its insiders, but loans were occasionally made. Certain directors and executive
officers have been indebted to the Bank for loans made in the ordinary course of business. Those loans have been on substantially the same
terms, including interest rates and collateral, as those then prevailing for comparable transactions with other persons. These loans do not
involve more than the normal risk of collectability or present other unfavorable features.

Upon the merger of First Northern into the Bank, the combined Bank adopted policies for loans, with preferential rates, to officers, directors
and employees similar to First Northern’s historical policies. Prior to its acquisition by the Company, First Northern established policies
relating to loans to directors, officers and employees which, consistent with applicable laws and regulations, permitted certain preferential loan
terms. However, the Bank no longer enters into such preferential loans with the Company’s directors and executive officers. Management
believes that the loans made to directors and officers do not involve more than the normal risk of collectability or present other unfavorable
features.

During 2008, there were no loans with any special terms to directors or executive officers of Bank Mutual Corporation. During 2008,
Mr. Dosland had an outstanding ordinary course, non-preferential mortgage loan from the Bank. Also, the Lisa M. Buestrin 1996 Trust, a trust
established for Mr. Buestrin’s daughter, had an outstanding ordinary course, non-preferential residential mortgage loan from the Bank in 2008.
In addition, all of the directors and executive officers had deposit accounts with the Bank; these accounts are on the same terms and conditions
that are offered to the Bank’s other customers. The board has considered these relationships when determining which directors are
“independent” and has concluded that they do not affect independence.

Family Relationships

Michael T. Crowley III, the adult son of Mr. Crowley Jr., is the Vice President-Bank Office Administration for the Southeast Region of the
Bank. In 2008, his annual base salary was $88,300. No bonus for 2008 was payable under the Bank’s incentive plan; however, he did receive a
discretionary bonus of $5,100, consistent with the bonuses awarded to all incentive plan participants, as described above. See “Compensation
Discussion and Analysis-2008 Annual Compensation Determinations-Cash Bonus/Incentives.” He also participates in other Bank benefit plans
on the same basis as other salaried employees of the Bank. Mr. Crowley III does not have an employment agreement with the Company or the
Bank.

Michael T. Crowley, Sr., the father of Mr. Crowley Jr., was a director of Bank Mutual Corporation until December 2004. In addition, he was
a director and executive officer of the Bank until his retirement in May 2005. The Company makes various post-retirement payments to Mr.
Crowley Sr. as described below.

Deferred Compensation Agreement. The Bank maintained a deferred compensation arrangement with Mr. Crowley Sr. for over 25 years
under which it agreed to defer part of Mr. Crowley Sr.’s compensation in exchange for compensation payments at a later date. The precise
provisions were modified from time to time, most recently in 1998. To fund this obligation, the Bank purchased a life insurance policy on
Mr. Crowley Sr. The policy is fully paid, and the Bank believes the arrangement is fully funded.

Upon Mr. Crowley Sr.’s retirement in May 2005, he began to receive a life income in monthly installments of $10,607, with a minimum of
120 installments. The monthly installments are equal to the amount that would be payable to the Bank under the life insurance policy if the
Bank exercised a settlement option under the policy for monthly life income, with a 120-month period certain. If Mr. Crowley Sr. dies before
his receipt of 120 monthly payments, the amounts otherwise payable to him will be paid to a beneficiary or beneficiaries named by him or to
his estate. Under his employment agreement as in effect when he retired, Mr. Crowley Sr. also receives continuing medical insurance benefits
in retirement, valued at $5,499 in 2008.

Defined Benefit Retirement Plans. As a consequence of his retirement, Mr. Crowley Sr. is participating in the Company’s qualified defined
benefit pension plan and the Supplemental Plan, both as described in “Executive Compensation” above. Under the qualified plan, Mr. Crowley
Sr. had more than 70 years of service with the Bank prior to his retirement, and received $105,936 in 2008, in accordance with the plan,
reflecting Code limits. In addition, as a consequence of those legal limits, Mr. Crowley Sr. also received approximately $297,284 in 2008,
under the supplemental non-qualified plan; these amounts are paid out of a rabbi trust maintained by the Company.
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REPORT OF THE AUDIT COMMITTEE

The functions of the Audit Committee of the Bank Mutual Corporation board of directors include meeting with the Company’s independent
auditors and making recommendations to the board regarding independent auditors; assessing the adequacy of internal controls over financial
reporting, accounting methods and procedures; reviewing public disclosures required for compliance with securities laws; and considering and
reviewing various other matters relating to the Company’s financial accounting and reporting. No member of the Audit Committee is employed
by or has any other material relationship with the Company. The members of the Audit Committee are “independent” as defined in Rule 4200
(a)(15) of the The Nasdaq Marketplace Rules, applicable to companies listed on The Nasdaq Stock Market. The board of directors has adopted
a written charter for the Audit Committee and reviews that charter annually. A copy of the charter is available on the Company’s website.

In connection with its function to oversee and monitor the financial reporting process of the Company, the Audit Committee has done the
following:

. reviewed and discussed the audited financial statements for the fiscal year ended December 31, 2008 with Bank Mutual Corporation
management;

. discussed with Deloitte & Touche LLP, the Company’s independent auditors for 2008, those matters that are required to be discussed
by the Statement of Auditing Standards No. 61, as amended (AICPA, Professional Standards, Vol. 1 AU section 380), as adopted by
the Public Company Accounting Oversight Board in Rule 3200T; and

. received the written disclosures and the letter from Deloitte & Touche LLP required by applicable requirements of the Public
Company Accounting Oversight Board regarding Deloitte & Touche LLP’s communications with the audit committee concerning
independence, and has discussed with Deloitte & Touche LLP its independence.

Based on the foregoing, the Audit Committee recommended to the board that those audited financial statements be included in the
Company’s annual report on Form 10-K for the year ended December 31, 2008.

In addition, the Audit Committee also considered the fees paid to Deloitte & Touche LLP for services provided by Deloitte & Touche
during 2008. See “Independent Registered Public Accounting Firm” below. The Committee believes that the provision of the non-audit
services is compatible with maintaining Deloitte & Touche’s independence.

Members of the Audit Committee in 2008:

Richard A. Brown, Chairman since November 3, 2008 and member since May 6, 2008
Thomas H. Buestrin

William J. Mielke, Chairman through November 3, 2008

Robert B. Olson

David J. Rolfs, member through May 6, 2008

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The firm of Deloitte & Touche LLP audited the Company’s financial statements for the fiscal year ended December 31, 2008. The Audit
Committee has decided, subject to shareholder ratification, to appoint Deloitte & Touch LLP, certified public accountants, as the independent
auditors to audit the Company’s financial statements for the year ending December 31, 2009. For years ending prior to and including
December 31, 2007, Ernst & Young LLP served as the Company’s independent auditors. See “Change in Independent Registered Public
Accounting Firm” below for more information regarding Deloitte & Touche LLP’s initial selection in 2007.

Although not required by law to submit the appointment to a vote by shareholders, the Audit Committee and the board believe it
appropriate, as a matter of policy, to request that the shareholders ratify the appointment of Deloitte & Touche LLP as independent auditors for
2009. If the shareholders should not so ratify, the Audit Committee will reconsider the appointment.

Representatives of Deloitte & Touche LLP are expected to be present at the 2009 annual meeting to respond to appropriate questions and to
make a statement if they so desire.
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Independent Registered Public Accounting Firm for 2008

The firm of Deloitte & Touche LLP audited the books and records of Bank Mutual Corporation for the year ended December 31, 2008.
Deloitte & Touche LLP did not provide any services as independent auditors for years prior to fiscal 2008.

Fees. Fees (including reimbursements for out-of-pocket expenses) paid to Deloitte & Touche LLP for services relating to fiscal 2008 and
2007 were as follows:

2008 2007
Audit fees: $378,000 $0
Audit-related fees: 0 0
Tax fees: 3,725 0
All other fees: 0 0

The above amounts relate to services provided in the indicated fiscal years, irrespective of when they were billed. Tax services consisted
solely of compliance matters, including tax return assistance. The Audit Committee considered the compatibility of non-audit services by
Deloitte & Touche LLP with the maintenance of that firm’s independence.

Independent Registered Public Accounting Firm for 2007

The firm of Ernst & Young LLP audited the books and records of Bank Mutual Corporation for the year ended December 31, 2007; it had
served as the independent auditors for the Bank for more than 35 years and of the Company since its inception in 2000. As discussed in
“Change in Independent Registered Public Accounting Firm” below, the Audit Committee appointed Deloitte & Touche LLP as the
independent auditors to audit the books and accounts of the Company for the year ended December 31, 2008. Although it was not the
Company’s independent auditor for 2008, Ernst & Young LLP provided appropriate transitional services in 2008 to aid in the change in
auditors as well as preparation of the Company’s federal and state tax returns for the year ended December 31, 2007.

Fees. Fees (including reimbursements for out-of-pocket expenses) paid to Ernst & Young LLP for services relating to fiscal 2008 and 2007
were as follows:

2008 2007
Audit fees: $25,000 $399,935
Audit-related fees: 21,098 0
Tax fees: 50,350 46,250
All other fees: 0 0

The above amounts relate to services provided in the indicated fiscal years, irrespective of when they were billed. Tax services consisted
solely of compliance matters, including tax return assistance. The Audit Committee considered the compatibility of non-audit services by Ernst
& Young LLP with the maintenance of that firm’s independence.

Audit Committee Pre-Approval Policy

The Audit Committee generally approves all engagements of the independent auditor in advance, including approval of the related fees. The
Audit Committee approves individual projects and the approved levels of fees for each. Management must have such projects approved by the
Committee. Projects of the types approved in general by the Committee for which fees total less than $10,000 in each case may be approved by
management with the concurrence of the chairman of the Audit Committee, subject to review and approval by the Committee at its next
meeting. There were no services or fees in 2008 or 2007 which were not approved in advance by the Committee or its chairman under this
policy.
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Change in Independent Registered Public Accounting Firm

On August 24, 2007, the Audit Committee, through the Company’s Chief Financial Officer, notified Ernst & Young LLP that upon
completion of the 2007 engagement and the filing of the Company’s Annual Report on Form 10-K for the year ending December 31, 2007,
Ernst & Young LLP would be dismissed as the Company’s independent registered public accounting firm. That change occurred on March 7,
2008. Ernst & Young LLP’s reports on the Company’s consolidated financial statements as of and for the fiscal years ended December 31,
2005, 2006 and 2007 did not contain any adverse opinion or disclaimer of opinion, nor were they qualified or modified as to uncertainty, audit
scope or accounting principle.

During the years ended December 31, 2005, 2006 and 2007 and the subsequent period through the date of the mailing of this proxy
statement, there were no disagreements with Ernst & Young LLP on any matter of accounting principles or practices, financial statement
disclosure, or auditing scope or procedure, which disagreements, if not resolved to Ernst & Young LLP’s satisfaction, would have caused Ernst
& Young LLP to make reference thereto in their reports on the financial statements for such years. Also during that period there have been no
reportable events described in Item 304(a)(1)(v) of Regulation S-K except that, in connection with the audit of the Company’s 2006 financial
statements, errors were identified relating to the accounting policies for defined benefit plans under SFAS No. 87 and the incorrect application
of these accounting policies to the Company’s non-qualified pension plans. This incorrect application of accounting policies resulted in the
Company overstating an asset and understating expense. While the error was corrected in accordance with SAB No. 108, whereby
shareholders’ equity and other assets were adjusted as of January 1, 2006, the Company and Ernst & Young LLP noted this as a material
weakness in internal control over financial reporting in the Company’s Annual Report on Form 10-K for the year ended December 31, 2006.

The Audit Committee determined that the time was opportune to engage in a “request for proposal” process for choosing the Company’s
auditor for 2008. The decision to dismiss Ernst & Young LLP and engage a new accounting firm resulted from that RFP process, in which
Ernst & Young LLP participated.

On August 24, 2007, the Audit Committee appointed Deloitte & Touche LLP as the Company’s new independent registered public
accounting firm beginning for fiscal 2008, subject to shareholder ratification, which was obtained at the 2008 annual meeting on May 6, 2008.
Finalization of an engagement letter between the Company and Deloitte & Touche LLP occurred on October 26, 2007 and the appointment
became effective on March 7, 2008, upon completion of the Ernst & Young LLP 2007 engagement. During the fiscal years ended
December 31, 2005, 2006 and 2007, and through the date of the mailing of this proxy statement, neither the Company nor anyone acting on its
behalf consulted with Deloitte & Touche LLP regarding any of the matters or events described in Items 304(a)(2)(i) and (ii) of Regulation S-K.
The Company has authorized Ernst & Young LLP to respond fully to any inquiries by Deloitte & Touche LLP regarding matters related to the
issues described above.

SHAREHOLDER PROPOSALS AND NOTICES

Shareholder proposals must be received by the Secretary of Bank Mutual Corporation, Eugene H. Maurer, Jr., no later than November 12,
2009 in order to be considered for inclusion in next year’s annual meeting proxy materials pursuant to the SEC’s Rule 14a-8 under the
Securities Exchange Act.

Under SEC rules relating to the discretionary voting of proxies at shareholder meetings, if a proponent of a matter for shareholder
consideration (other than a shareholder proposal under Rule 14a-8 described above) fails to appropriately notify Bank Mutual Corporation of
the matter at least 45 days prior to the month and day of mailing the prior year’s proxy statement, then management proxies are allowed to use
their discretionary voting authority with respect to such a matter if it is raised at the annual meeting, without any discussion of the matter in the
proxy statement. Therefore, for inclusion, any such matters must be received by the Company by no later than January 26, 2010 in the case of
the 2010 annual meeting of shareholders. If such a notice is not received, the persons voting the proxies may use their discretion on any such
matter. The Company is not aware of any such proposals for the 2009 annual meeting.
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In addition, as a separate requirement, the Company’s bylaws also require that any nomination of a director or submission of a matter for
consideration of the meeting must be presented, with specified accompanying information, to Bank Mutual Corporation’s corporate secretary at
least 70, but not more than 100, days before the scheduled date for the next annual meeting of shareholders. No such submissions under the
bylaws have been received by the Company for the 2009 annual meeting. Assuming that the 2010 annual meeting is held as scheduled on
May 3, 2010, the period in which materials must be received is between January 23, 2010 and February 22, 2010 for the 2010 annual meeting
in order to be considered.

By Order of the Board of Directors

G M. Prar—

Eugene H. Maurer, Jr.
Senior Vice President and Secretary

Milwaukee, Wisconsin
March 12, 2009

A copy, without exhibits, of Bank Mutual Corporation’s Annual Report on Form 10-K filed with the SEC for the year ended December 31,
2008 is attached to this proxy statement. The Company will provide an additional copy of the 10-K, without exhibits, without charge to any
record or beneficial owner of Company common stock upon the written request of that person directed to: Eugene H. Maurer, Jr., Senior Vice
President and Secretary, Bank Mutual Corporation, 4949 West Brown Deer Road, Milwaukee, Wisconsin 53223. The 10-K provides a list of
exhibits, which will be provided for a reasonable fee to reflect duplication and mailing costs; exhibits are also available through the SEC’s

website at www.sec.gov.

Multiple Shareholders Sharing the Same Address. In some cases, we have multiple shareholders of record at a single address. We are
sending a single annual report and proxy statement to that address unless we received instructions to the contrary. Each shareholder of record,
however, will continue to receive a separate proxy card. This practice, known as “householding,” is designed to reduce our printing and postage
costs. If you wish to receive separate copies of the annual report and proxy statement now or in the future, or to discontinue householding
entirely, you may call our transfer agent, Registrar and Transfer Company, at 1-800-368-5948, contact it by e-mail at info@rtco.com, or
provide written instructions to Registrar and Transfer Company, 10 Commerce Drive, Cranford, New Jersey 07016-3572.

If you receive multiple copies of the annual report and proxy statement, you also may contact our transfer agent at the telephone number or
address above to request householding. If your shares are held in street name through a bank, broker or other holder of record, you may request
householding by contacting that bank, broker or other holder of record.
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