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OCEAN FINANCIAL CORP. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
(dollars in thousands, except per share amounts)

September 30, December 31,
1998 1997
(Unaudited)
ASSETS
Cash and due from banks $ 8,738 $ 2,225
Federal funds sold - -
Cash and cash equivalents 8,738 2,225
Investment securities available for sale 145,468 207,357
Federal Home Loan Bank of New York
stock, at cost 15,042 14,980
Mortgage-backed securities available for
sale 428,955 457,148
Loans receivable, net 893,417 783,695
Interest and dividends receivable 10,242 11,064
Real estate owned, net 576 1,198
Premises and equipment, net 14,251 14,279
Other assets 27,645 19,001
Total assets $ 1,544,334 $ 1,510,947
LIABILITIES AND STOCKHOLDERS' EQUITY
Deposits $ 1,028,522 $ 976,764
Federal Home Loan Bank borrowings 27,000 20,400
Securities sold under agreements to repurchase 275,405 288,200
Advances by borrowers for taxes and insurance 5,453 4,773
Other liabilities 11,368 5,266
Total liabilities 1,347,748 1,295,403
Stockholders' Equity:
Preferred stock, $.01 par value,
5,000,000 shares authorized, no shares issued - -
Common stock, $.01 par value, 55,000,000 shares authorized,
18,118,248 shares issued and 14,757,428 and 1 5,705,720 shares
outstanding at September 30, 1998 and Decembe r31, 1997,
respectively 181 181
Additional paid-in capital 178,306 177,223
Retained earnings-substantially restricted 102,606 97,487
Accumulated other comprehensive income (1,728) 989
Less: Unallocated common stock held by
Employee Stock Ownership Plan (18,079) (10,903)
Unearned Incentive Awards (6,447) (7,897)
Treasury Stock at cost (3,360,820 and 2,41 2,528 shares
at September 30, 1998 and December 31, 1997, respectively) (58,253) (41,536)
Total stockholders' equity 196,586 215,544
Total liabilities and stockholders'
equity $ 1,544,334 $ 1,510,947

See accompanying notes to unaudited consolidataddial statements Note: Shares and related amfmurgsor periods have been adjusted
for the two-for-one stock split effected in therfoof a 100% stock dividend paid on May 15, 1998.
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OCEAN FINANCIAL CORP. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF INCOME
(dollars and shares in thousands, except per sinaoents)

For the three months For the nine months
ended September 30, ended September 30,
1998 1997 1998 1997
(Unaudited) (Unaudited)
Interest income:
Loans $17,048 $14,637 $ 49,465 $42,328
Mortgage-backed securities 5,853 7,192 19,185 19,602
Investment securities and other 3,593 3,739 10,290 10,493
Total interest income 26,494 25,568 78,940 72,423
Interest expense:
Deposits 11,248 11,001 32,923 31,901
Borrowed funds 4,412 3,657 13,194 8,300
Total interest expense 15,660 14,658 46,117 40,201
Net interest income 10,834 10,910 32,823 32,222
Provision for loan losses 225 225 675 675
Net interest income after provision for loan losses 10,609 10,685 32,148 31,547
Other income:
Fees and service charges 622 477 1,663 1,427
Net gain on sales of loans available for sale 53 1 221 1
Net income from other real estate operations 20 5 160 12
Other 181 89 506 294
Total other income 876 572 2,550 1,734
Operating expenses:
Compensation and employee benefits 3,710 3,492 10,994 10,290
Occupancy 490 480 1,408 1,445
Equipment 343 307 1,011 978
Marketing 301 138 1,053 541
Federal deposit insurance 217 210 651 506
Data processing 319 288 945 959
General and administrative 924 809 2,897 2,311
Total operating expenses 6,304 5,724 18,959 17,030
Income before provision for income taxes 5,181 5,533 15,739 16,251
Provision for income taxes 1,845 1,993 5,692 5,906
Net income $ 3,336 $ 3,540 $ 10,047 $10,345
Basic earnings per share $ .25 $ .24 $ 74 $ .66
Diluted earnings per share $ .25 $ .23 $ 72 $ .65
Average basic shares outstanding 13,202 14,834 13,517 15,706
Average diluted shares outstanding 13,505 15,169 13,893 15,887

See accompanying notes to unaudited consolidateddial statements.

Note: Earnings per share and shares outstandingitarperiods have been adjusted for the-for-one stock split effected in the form of a
100% stock dividend paid on May 15, 1998.



OCEAN FINANCIAL CORP. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash pro

activities:

Depreciation and amortization of premises

and equipment
Amortization of Incentive Awards
Amortization of ESOP
ESOP adjustment
Tax benefit of stock plans
Amortization of servicing asset

Net premium amortization in excess of discount

accretion on securities

Net accretion of deferred fees and discounts
in excess of premium amortization on loans

Provision for loan losses
Net gain on sales of real estate owned

Net gain on sales of loans available for sale
Proceeds from sales of mortgage loans held for

Mortgage loans originated for sale

Decrease (increase) in interest and dividends r

Increase in other assets
Increase in other liabilities

Total adjustments
Net cash provided by operating activities

Cash flows from investing activities:
Net increase in loans receivable

Purchase of investment securities available for s
Purchase of mortgage-backed securities available
Proceeds from maturities of investment securities

available for sale

Principal payments on mortgage-backed securities

available for sale

Purchases of Federal Home Loan Bank of New York s

Proceeds from sales of real estate owned
Purchases of premises and equipment

Net cash used in investing activities

(dollars in thousands)

For the nine m
ended Septembe

(Unaudite

$ 10,047 $

vided by operating

sale 15,962

eceivable 822

(110,864) (
ale (126,986) (
for sale (131,172) (2

185,160
156,243 1
tock (62)

1,576
(1,065)

Continued

3

1,008

1,289

1,071
613
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OCEAN FINANCIAL CORP. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)
(dollars in thousands)

Cash flows from financing activities:

Acquisition of deposits

Deposit premium

Increase in deposits

Increase in Federal Home Loan Bank borrowings

(Decrease) increase in securities sold under agre ements
to repurchase

Increase in advances by borrowers for taxes and
insurance

Dividends paid

Purchase of Incentive Award stock

Purchase of ESOP shares

Purchase of treasury stock

Net cash provided by financing activities

Net increase (decrease) in cash and cash equi valents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Supplemental Disclosure of Cash Flow
Information:
Cash paid during the period for:
Interest
Income taxes
Noncash investing activities:

Transfer of loans receivable to real estate o wned
Mortgage loans securitized into mortgage-back ed
securities

See accompanying notes to unaudited consolidateddial statements.

For the nine months
ended September 30,

1998 1997
(Unaudited)
$ 10,732 -
(1,030) -
41,026 31,006
6,600 9,600

(12,795) 169,793

680 854
(4,927)  (3,287)
-~ (10,176)

(8,200) -

(16,717)  (29,546)

6,513  (7,247)

2,225 5,372

$ 8,738 $ 1,875

$ 45,691 $ 39,656

20 5,346
847 1,455
16,082 -




OCEAN FINANCIAL CORP. AND SUBSIDIARY

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENT S

NOTE 1. BASIS OF PRESENTATION

The accompanying unaudited consolidated finantééments include the accounts of Ocean Finanagd.Gthe "Company") and its wholly-
owned subsidiary, Ocean Federal Savings Bank ghek") and its wholly-owned subsidiaries, OceandfabRealty Inc. and Ocean
Investment Services, Inc.

The interim consolidated financial statements céfédl normal and recurring adjustments which arghe opinion of management, conside
necessary for a fair presentation of the finanmieddition and results of operations for the peripassented. The results of operations for the
three and nine months ended September 30, 199®anecessarily indicative of the results of operet that may be expected for all of 1¢

Certain information and note disclosures normatlbluded in financial statements prepared in accurelavith generally accepted accounting
principles have been condensed or omitted, purgoahe rules and regulations of the Securitiesixcthange Commission.

These unaudited consolidated financial statemdtsld be read in conjunction with the audited cdidsted financial statements and notes
thereto included in the Company's Annual Repo8ttickholders on Form 10-K for the year ended Deasrth, 1997.

NOTE 2. EARNINGS PER SHARE

Amounts per common share for prior periods have laeusted for the two-for-one stock split effectedhe form of a 100% stock dividend
declared by the Company's Board of Directors oril&a; 1998 and paid on May 15, 1998.

The following reconciles shares outstanding foiidaad diluted earnings per share for the threeramel months ended September 30, 1998
and 1997

Three months ended Nine months en ded
September 30, September 30
1998 1997 1998 19 97
Weighted average shares issued net of Treasury shar es 15,172 16,647 15,322 17, 470
Less: Unallocated ESOP Shares (1,424) (1,142 (1,243) (1, 177)
Unallocated incentive award shares (546) (671) (562) ( 587)
Average basic shares outstanding 13,202 14,834 13,517 15, 706
Add: Effect of dilutive securities:
Stock options 166 190 222 97
Incentive awards 137 145 154 84
Average diluted shares outstanding 13,505 15,169 13,893 15, 887

NOTE 3. IMPACT OF RECENT ACCOUNTING PRONOUNCEMENTS

Effective January 1, 1998, the Company adoptegtbeisions of Financial Accounting Standards BodFASB") Statement of Financial
Accounting Standards No. 130, "Reporting Compreiveriscome” (SFAS 130). SFAS 130 establishes stalsdar reporting and display of
comprehensive income and its components in aétlbsgeneral purpose financial statements. Uné&S5130, comprehensive income is
divided into net income and other comprehensiverime Other comprehensive income includes itemsiquely recorded directly inequity,
such as unrealized gains or losses on



securities available for sale. Comparative finansiatements provided for earlier periods have bieelassified to conform with the
provisions of this Statement.

SFAS 130 requires total comprehensive income ancbinponents to be displayed on the face of adinhatatement for annual financial
statements. For interim financial statements, SEB&requires only total comprehensive income teelperted and allows such disclosure to
be presented in the notes to the interim finarstaements.

For the three month periods ended September 38, 499 1997 total comprehensive income (loss) aneoutat $(161,000) and $6,266,000,
respectively. For the nine month periods endedeBelper 30, 1998 and 1997, total comprehensive in@mmunted to $7,330,000 and
$13,131,000, respectively.

In February 1998, the Financial Accounting Standd@dard issued Statement of Financial Accountimn&irds No. 132 "Employers'
Disclosures about Pensions and Other PostretireBamfits" (SFAS 132). SFAS 132 revises employdisglosures about pension and other
postretirement benefit plans. It does not changearthasurement or recognition of those plans. ftdstalizes the disclosure requirements for
pensions and other postretirement benefits tosttenepracticable, requires additional informataout changes in the benefit obligations
fair value of plan assets that will facilitate fir@al analysis, and eliminates certain requiredldsires of previous accounting
pronouncements. SFAS 132 is effective for fiscalrgebeginning after December 15, 1997. Earlieriepibn is encouraged. Restatement of
disclosures for earlier periods provided for conafige purposes is required unless the informasamot readily available. As SFAS 132
affects disclosure requirements, it is not expetdtave an impact on the financial statementi@Qompany.

In June 1998, the FASB issued SFAS No. 133, "Actingrior Derivative Instruments and Hedging Actigig.” This statement establishes
accounting and reporting standards for derivatigtruments, and for hedging activities. SFAS N@& 48persedes the disclosure requiren
in SFAS No. 80, 105 and 119. This statement iscéffe for periods after June 15, 1999. The adoptit&FAS No. 133 is not expected to
have a material impact on the financial positiomesults of operations of the Company.

In October 1998, the Financial Accounting Stand&dard (FASB) issued Statement of Financial AccmgnStandards No. 134 "Accounti
for Mortgage-Backed Securities Retained after theuBtization of Mortgage Loans Held for Sale bylartgage Banking Enterprise.” This
Statement amends FASB Statement 65 "AccountinGéostain Mortgage Banking Activities" to require tladter the securitization of
mortgage loans held for sale, an entity engagedarigage banking activities classify the resultingrtgage-backed securities or other
retained interests based on its ability and intersell or hold those investments. This Statengeeffective for the first fiscal quarter
beginning after December 15, 1998. The adoptiathiefStatement is not expected to have a matenighct on the financial position or resi
of operations of the Company.



NOTE 4. LOANS RECEIVABLE, NET

Loans receivable, net at September 30, 1998 andrblaer 31, 1997 consisted of the following (in trends):

September 30, 1998 December 31, 1997
(Unaudited)
Real estate:
One- to four-family $802,662 $711, 548
Commercial real estate, multi-
family and land 36,139 25, 699
Construction 7,284 8, 748
Consumer 51,635 45, 417
Commercial 6,340 2, 904
Total loans 904,060 794, 316
Less:
Loans in process 2,712 2, 867
Deferred fees 676 1, 133
Unearned discounts 9 9
Allowance for loan losses 7,246 6, 612
Total loans, net 893,417 783, 695
Less: mortgage loans held for sale
Loans receivable, net $893,417 $783, 695

NOTE 5. DEPOSITS
The major types of deposits at September 30, 188@8&cember 31, 1997 were as follows (in thousands)

September 30, 1998 December 31, 1997

Type of Account (Unaudited)

Non-interest bearing $ 21,686 $ 13,149

NOW 85,950 77,994

Money market deposit 74,147 67,979

Savings 168,140 163,202

Time deposits 678,599 654,440

$1,028,522 $ 976,764

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
FINANCIAL CONDITION
Total assets at September 30, 1998 were $1.54drhiin increase of $33.4 million, compared to $1.6illion at December 31, 1997.

Investment securities available for sale decrehge®51.9 million, to a balance of $145.5 millionSeptember 30, 1998, compared to a
balance of $207.4 million at December 31, 1997, modgage-backed securities available for saleedesed by $28.2 million, to $429.0
million at September 30, 1998, from $457.1 millemtrDecember 31, 1997. The investment and mortgagkel securities available for sale
portfolios decreased in order to fund growth in Baak's loans receivable. Loans receivable, neteased by $109.7 million, or 14.0%, to a
balance of $893.4 million at September 30, 199&)gared to a balance of $783.7 million at Decemhel997. The increase was largely
attributable to robust residential loan growth ljagting mortgage refinance activity) in the Bank'arket area, as well as commercial lending
(including



commercial real estate) initiatives which accouritedb13.9 million of this growth. Included in thesidential loan growth is $64.0 million of
30-year fixed-rate non-conforming mortgage loangtvithe Bank retained in portfolio, while $16.1 kwih of 30-year fixed-rate mortgage
loans were sold. In the past, the Bank has oftehraost of this product into the secondary mar&étthe loans retained, the Bank funded
$58.5 million with repurchase agreements with apipnate terms of three to seven years, mitigating @the interest rate risk associated
with retaining these mortgages.

Total deposits at September 30, 1998 were $1.0R8rbhian increase of $51.8 million, compared t@ &8 million at December 31, 1997. On
June 29, 1998, the Company completed the purcHa&E0o7 million in deposit balances from Summit Banwhiting, New Jersey branch,

a deposit premium of $1.0 million. Stockholdersliggat September 30, 1998 was $196.6 million, cared to $215.5 million at December
31, 1997. The Company repurchased 948,292 shamsrohon stock during the nine months ended Septe&thel 998 for $16.7 million,
fully completing the remainder of a 5% repurchaseymm announced in October 1997 and another 5%5¢kase program announced in .
1998. Additionally, during the second quarter 0889the Company loaned $8.2 million to the Bankipbyee Stock Ownership Plan
("ESOP" or the "Plan") which enabled the ESOP &@i$b purchase 422,500 shares of common stock:. thitanitial 12 year ESOP term
expires in year 2008, these shares will begin talleeated to employees covered by the Plan atiwiirice they will be expensed by the
Company.

RESULTS OF OPERATIONS
GENERAL

Net income decreased to $3.3 million for the thmemths ended September 30, 1998 as compared iimcoate of $3.5 million for the thre
months ended September 30, 1997. For the nine menited September 30, 1998 net income decrea$d@ @ million from $10.3 million
for the nine months ended September 30, 1997.

INTEREST INCOME

Interest income for the three months ended Septefihel 998 was $26.5 million, compared to $25.8iamlfor the three months ended
September 30, 1997, an increase of $926,000, &6.36r the nine months ended September 30, 1988e8t income was $78.9 million
compared to $72.4 million for the same period i87,%n increase of $6.5 million or 9.0%. The inse=ain interest income were the result of
increases in the average balance of loans receivatich increased by $143.5 million and $133.5iomlffor the three and nine months ended
September 30, 1998, respectively, as comparecdetsedine prior year periods. For the three monthedeBgptember 30, 1998, a $77.0 million
increase in earning assets was largely offsetdscéine in the yield on earning assets which dese@do 7.11% as compared to 7.24% for the
same period in 1997 due to declines in yieldsdank and investment and mortgage-backed secuFRtieshe nine months ended September
30, 1998 the yield on earning assets increasedis paint to 7.14% as compared to the same panid@97 as declines in yields for loans
investment securities were offset by a shift inaBset mix from lower yielding securities to higherding loans receivable.

INTEREST EXPENSE

Interest expense for the three months ended Septe3@h 1998 was $15.7 million, compared to $14 [Hanifor the three months ended
September 30, 1997, an increase of $1.0 millios,.8%. For the nine months ended September 30, ib@&&st expense was $46.1 million
compared to $40.2 million for the same period i87,%n increase of $5.9 million or 14.7%. The iases in interest expense were primarily
the result of an increase in the average outstgrishitance of total borrowings (Federal Home LoankBand securities sold under agreem
to repurchase) which increased by $46.3 million $b@6.8 million for the three and nine months en8edtember 30, 1998, respectively, as
compared to the same prior year periods and aniadaliincrease in average interest-bearing depo$i$50.1 million and $38.4 million for
the three and nine months ended September 30, i@g&:ctively, as compared to the same prior yedogs. The increase in wholesale
borrowings was part of a leverage strategy adoptéate 1996 to improve returns on invested capRabceeds from the borrowings were
invested in mortgage loans and investment and mgetdpacked securities. The average cost of intbezsing liabilities decreased to 4.79%
for the three months ended September 30, 199&mpared to 4.84% for the same prior year period,tdithe recent market decline in
interest rates. For the nine months ended Septedihd998,



the average cost of interest-bearing liabilitiegé@ased to 4.79%, as compared to 4.70% for the paoreyear period due to a greater
percentage increase in higher cost wholesale fgnolrer retail deposit funding.

PROVISION FOR LOAN LOSSES

For the three and nine months ended Septembe©98, the Company's provision for loan losses wa&5$D0 and $675,000, respectively,
unchanged from the same prior year periods. Thepgaogis non-performing assets declined by $1.4aniliit September 30, 1998 as
compared to September 30, 1997 allowing for stpldeisions despite loan growth.

OTHER INCOME

Other income increased to $876,000 and $2.6 mifiioithe three and nine months ended September®®®, respectively, compared to
$572,000 and $1.7 million for the same prior yesnigals. The increases were primarily due to gagegnized on the sale of 30-year fixed-
rate mortgage loans, which the Company periodicadlis as part of the management of interest rsite These gains amounted to $53,000
and $221,000 for the three and nine months endpte@®ber 30, 1998, respectively. Additionally, depreated fees (part of fees and service
charges) increased by $129,000 and $315,000 fdhtke and nine months ended September 30, 19g&aevely, as compared to the same
prior year periods, due to growth in commercialoact services and retail core account balancesChmepany also realized $40,000 in fee
income during the third quarter of 1998 from thie sd alternative investment products, a servieeGompany introduced late in this year's
second quarter. The growth in these fees was paffgt by reductions in loan servicing fees duprepayments of the loans underlying the
servicing portfolio.

OPERATING EXPENSES

Operating expenses were $6.3 million and $19.0aonillor the three and nine months ended Septenthekr®®8, representing increases of
$580,000 and $1.9 million compared to the same year periods. For the nine months ended SepteBthelr998, the increase was partly
due to higher non-cash charges relating to the Byepl Stock Ownership Plan and expenses associétethes stock awards granted to
directors and officers under the 1997 IncentivenPFer the three and nine months ended Septembd©9938, marketing expense increase:
$163,000 and $512,000 as the Bank aggressivelygisshits new retail checking products. The Bank alsened its eleventh branch office
early April of 1998.

PROVISION FOR INCOME TAXES

Income tax expense was $1.8 million and $5.7 nnilfior the three and nine months ended Septembdr9®®8, respectively, compared to $
million and $5.9 million for the three and nine nfmmended September 30, 1997, respectively. Tleetefé tax rate was relatively stable at
36.2% for the nine months ended September 30, 49@®mpared to 36.3% for the same prior year period

LIQUIDITY AND CAPITAL RESOURCES

The Company's primary sources of funds are depgsitscipal and interest payments on loans, FHLB aimer borrowings and, to a lesser
extent, investment maturities and proceeds frons#e of loans. While scheduled amortization oh®i a predictable source of funds,
deposit flows and mortgage prepayments are gradliyenced by general interest rates, economic itiomd and competition. The Company
has other sources of liquidity if a need for additil funds arises, including an overnight line i@fdit and advances from the FHLB.

At September 30, 1998, the Company had $27.0 oulistg in overnight borrowings from the FHLB, repeaing an increase from $20.4
million at December 31, 1997. The Company utilitesovernight line from time to time to fund shtetm liquidity needs. The Company
also borrowed $275.4 million at September 30, 1®88ugh securities sold under agreements to repag;ta decrease from $288.2 million at
December 31, 1997. These borrowings were usechtbduvholesale leverage strategy designed to ingpreturns on invested capital.
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The Company's cash needs for the nine months e3elg@mber 30, 1998, were principally provided byumties of investment securities
available for sale, principal payments on loans rmodtgagebacked securities and increased deposits, inclualthgposit acquisition. The c:
provided was principally used for investing actast which included the purchase of investmentrandgage-backed securities and the
origination of loans. For the nine months ended&aper 30, 1997, the cash needs of the Companypmenarily satisfied by principal
payments on loans and mortgage-backed securigesrises sold under agreements to repurchasenangbised deposits. The cash was
principally utilized for loan originations, purchessof investment and mortgage-backed securitiesrengurchase of treasury stock.

Federal regulations require the Bank to maintainimiim levels of liquid assets. The required pemagathas varied from time to time based
upon economic conditions and savings flows andiisently 4% of net withdrawable savings depositd barrowings payable on demand or
in one year or less during the preceding calendartm Liquid assets for purposes of this ratiotdel cash, accrued interest receivable,
certain time deposits, U.S. Treasury and Governmagaicies and other securities and obligationsrgipéaving remaining maturities of
less than five years. The levels of these assetdependent on the Bank's operating, financinglimgnand investing activities during any
given period. As of September 30, 1998 and Dece®bet997, the Bank's liquidity ratios were 38.786 8.8%, respectively, both in excess
of the minimum regulatory requirement.

At September 30, 1998, the Bank exceeded all oégslatory capital requirements with tangible talpdf $164.1 million, or 10.68%, of total
adjusted assets, which is above the required &\&23.0 million or 1.5%; core capital of $164.1llfah or 10.68% of total adjusted assets,
which is above the required level of $61.5 million4.0%; and risk-based capital of $171.2 million23.2% of riskweighted assets, which
above the required level of $59.0 million or 8.0Pkhe Bank is considered a "well capitalized" indtito under the Office of Thrift
Supervision's prompt corrective action regulations.

NON-PERFORMING ASSETS

The following table sets forth information regamglithe Company's nonperforming assets consistimpofaccrual loans and Real Estate
Owned (REO). The Company had no troubled-debtuestred loans within the meaning of SFAS 15 at &aper 30, 1998 or December 31,
1997. It is the policy of the Company to ceasewagrinterest on loans 90 days or more past dure thre process of foreclosure.

Sept ember 30, December 31,
1 998 1997
(Dollars in thousands)
(Unaudited)
Non-accrual loans:
Real estate:
One-to four-family $5,059 $5,062
Commercial real estate,
multi-family and land 574 382
Consumer 161 110
Total 5,794 5,554
REO, net 576 1,198
Total non-performing assets $6,370 $6,752
Non-performing loans as a percent of total
loans receivable .64% .70%
Non-performing assets as a percent of total
assets 41% .45%
Allowance for loan losses as a percent of
total loans receivable .80% .83%
Allowance for loan losses as percent of
total non-performing loans 125.06% 119.03%
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IMPACT OF YEAR 2000

The Company has developed a formal project plareépare its systems, hardware, and facilitiesHerfear 2000. The project plan has been
in place since 1997 and is designed to follow thieg/ines and recommendations of the Federal Fiahimstitutions Examination Council
(FFIEC). The Year 2000 effort is being implemenigdjualified personnel from areas throughout thenGany.

As stated in the FFIEC guidelines, the Companydheated a plan consisting of five phases. The ghastude awareness, assessment,
renovation, validation and implementation. The amass phase was completed with the developmenYe&a2000 committee and a formal
reporting and tracking process. A thorough analgball hardware, software, and facilities that nieyeffected by the turn of the century was
done to complete the assessment phase. Basedsantiysis, items were prioritized and the renovegiffort was started. The Company
primarily utilizes third-party vendors to provideogessing of its mission critical systems. Vendiesbeing closely monitored to ensure that
renovation and validation dates are met. The pldwoenpletion date for all renovations is Decemlierl®98 with all validation and
implementation scheduled to be complete by Jund®89. Detailed updates are provided to the BoaRirectors covering all aspects of the
project on a periodic basis.

In the case where third party systems fail or atecompleted on time, there is the potential toegigmce operational problems throughout the
Company. To reduce the risk of any problem duditotype of failure, contingency plans are beingftexd for all mission critical functions

and systems. The contingency plans will addressrotiethods and vendors that may be required tarzento do business. In the event that
any mission critical system renovation or validatfalls behind schedule, the Company may deciagxéaute contingency plans to ensure
uninterrupted service to customers.

The cost of the Year 2000 project is estimatecetbdiween $300,000 and $400,000. The cost inclitiesnovation, testing, and contingel
planning expense for in-house and third-party pssitey. The expense for the nine months ended Sbpte3, 1998 is $52,000. The
expenses associated with the Year 2000 projeciaireonsidered to be incremental to the Compangtal. Although the expense was
necessitated by the Year 2000 project, the Compasyealized substantial improvements in its irgkesgstem technology.

Estimated expenses and completion dates assowidtethis project are based on all known facts awdgilable resources. It is the expectation
that the represented estimates will not changema#ye but there can be no guarantee that thenadés will be achieved. Factors that may
influence changes in the estimates include, buhatéimited to, expenses associated for obtaiguajified personnel, ability to correctly
identify and renovate all functions related to Year 2000 and other similar items.

PRIVATE SECURITIES LITIGATION REFORM ACT SAFE HARBO R STATEMENT

In addition to historical information, this quattereport may include certain forward looking statmts based on current management
expectations. The Company's actual results cotiierdnaterially from those management expectatifastors that could cause future results
to vary from current management expectations irglbdt are not limited to, general economic condij legislative and regulatory changes,
monetary and fiscal policies of the federal govezntmchanges in tax policies, rates and regulatiéfisderal and state tax authorities,
changes in interest rates, deposit flows, the afoitnds, demand for loan products, demand fomfione services, competition, changes in the
quality or composition of the Bank's loan and inwgent portfolios, changes in accounting principfasicies or guidelines, and other
economic, competitive, governmental and technolddarctors affecting the Company's operations, ®igtkproducts, services and prices.
Further description of the risks and uncertaintiiethe business are included in Item 1, BusindstheoCompany's 1997 Form 10-K.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABO UT MARKET RISK

The Company's interest rate sensitivity is monddrg management through the use of an interestisdt¢/RR) model. Based on internal II
modeling, management does not believe that thesdéan a material change in the Company's intexssensitivity from December 31,
1997 to September 30, 1998. All methods used teurednterest rate sensitivity involve the usessuenptions, which may tend to
oversimplify the manner in which actual yields adts
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respond to changes in market interest rates. Thep@ny's interest rate sensitivity should be revidimeconjunction with the financial
statements and notes thereto contained in the Qoyigp@nnual Report for the fiscal year ended Decandi, 1997.
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PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

The Company is not engaged in any legal proceedihgamaterial nature at the present time. Frone iotime, the Company is a party to
routine legal proceedings within the normal cowfbusiness. Such routine legal proceedings iratwregate are believed by management to
be immaterial to the Company's financial condittoniesults of operations.

Item 2. Changes in Securities

Not Applicable

Item 3. Defaults Upon Senior Securities

Not Applicable

Item 4. Submission of Matters to Vote of Security Idlders
Not Applicable

Item 5. Other Information

Not Applicable

Item 6. Exhibits and Reports on Form 8-K

a) Exhibits:

3.1 Certificate of Incorporation of Ocean Finan&alrp.*
3.2 Bylaws of Ocean Financial Corp.*

4.0 Stock Certificate of Ocean Financial Corp.*

10.8 Amended and Restated Ocean Financial Corg. k@@ntive Plan
(filed herewith)

27 Financial Data Schedule (filed herewith)
b) There were no reports on Form 8-K filed durihg three months ended September 30, 1998.

* Incorporated herein by reference into this docotfeom the Exhibits to Form S-1, Registration 8taént, filed on December 7, 1995, as
amended, Registration No. 33-80123.
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned, thereunto duly authorized.

Ocean Financial Corp.
Registrant

DATE: Novenber 12, 1998 /s/ John R Garbarino
John R Garbarino
Chai rman of the Board, President
and Chi ef Executive Oficer

DATE: Novenber 12, 1998 /sl Mchael Fitzpatrick
M chael Fitzpatrick
Executive Vice President and
Chief Financial Oficer
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EXHIBIT 10.8

AMENDED AND RESTATED
OCEAN FINANCIAL CORP.
1997 INCENTIVE PLAN

The Amended and Restated Ocean Financial Corp. [k@@ntive Plan (the "Plan") is effective as of @mr 21, 1998 and reflects certain
amendments to the provisions of the Ocean Fina@mgh. 1997 Incentive Plan, which was effectiveraaby 4, 1997.

1. DEFINITIONS.

(a) "Affiliate" means (i) a member of a controllgtbup of corporations of which the Holding Compasmga member or (ii) an unincorporated
trade or business which is under common contrdi tieé Holding Company as determined in accordanteSection 414(c) of the Code and
the regulations issued thereunder. For purposedhex “controlled group of corporations” shall meacontrolled group of corporations as
defined in Section 1563(a) of the Code determinigdowut regard to Section 1563(a)(4) and (e)(3)(C).

(b) "Alternate Option Payment Mechanism" refersne of several methods available to a Participafrid the exercise of a stock option set
out in Section 11 hereof. These mechanisms incloadcer assisted cashless exercise and stockdtk skchange.

(c) "Award" means a grant of one or some combimabibone or more Non-statutory Stock Options, Ini#enStock Options and Stock
Awards under the provisions of this Plan.

(d) "Bank" means Ocean Federal Savings Bank.

(e) "Board of Directors" or "Board" means the boafdiirectors of the Holding Company or the BanK directors emeritus of the Holding
Company or the Bank.

(f) "Change in Control" means a change in contfdhe Bank or Holding Company of a nature thatw@uld be required to be reported in
response to Iltem 1 of the current report on Forif) 8s in effect on the date hereof, pursuant tdi®ed3 or 15(d) of the Exchange Act; or
(i) results in a Change in Control within the mignof the Home Owners' Loan Act of 1933, as amdr{tldOLA") and the Rules and
Regulations promulgated by the Office of Thrift 8npsion ("OTS") (or its predecessor agency), aafiact on the date hereof (provided, t
in applying the definition of change in controlset forth under such rules and regulations the @shall substitute its judgment for that of
OTS); or (iii) without limitation such a Change@ontrol shall be deemed to have occurred at suoh &is (A) any "person” (as the term is
used in Sections 13(d) and 14(d) of the Exchanggigor becomes the "beneficial owner" (as defimeBule 13d-3 under the Exchange
Act), directly or indirectly, of securities of tligank or the Holding Company representing 20% orentdrthe Bank's or the Holding
Company's outstanding securities except for anyrgexs of the Bank purchased by the Holding Conypamd any securities purchased by
any tax qualified employee benefit plan of the Bamk(B) individuals who constitute the Board ofr@&itors of the Holding Company on the
date hereof (the "Incumbent Board") cease for aagaon to constitute at least a majority therealyipied that any person becoming a director
subsequent to the date hereof whose election wasagd by a vote of at least thrgearters of the directors comprising the Incumtizoerd,
or whose nomination for election by the Holding Quamy's stockholders was approved by a Nominatingr@ittee serving under an
Incumbent Board, shall be, for purposes of thissta(B), considered as though he were a membledhtumbent Board; or (C) a plan of
reorganization, merger, consolidation, sale obaBubstantially all the assets of the
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Bank or the Holding Company or similar transactacurs in which the Bank or Holding Company is that resulting entity; or (D) after a
solicitation of shareholders of the Holding Compgany someone other than current management of ¢ieind Company, stockholders
approve a plan of reorganization, merger or codatibbn of the Holding Company or Bank or similartsaction with one or more
corporations, as a result of which the outstandimayes of the class of securities then subjet¢te@lan would be exchanged for or converted
into cash or property or securities not issuedhgyBRank or the Holding Company; or (E) a tendeemi made for 20% or more of the voting
securities of the Bank or the Holding Company amcthsoffer is successful.

(9) "Code" means the Internal Revenue Code of 188@&mended.

(h) "Committee" means a committee consisting ofahiire Board of Directors or consisting solelywb or more members of the Board of
Directors who are defined as Non-Employee Direcasrsuch term is defined under Rule 16b-3(b)(8){ger the Exchange Act as
promulgated by the Securities and Exchange Comaonissi

(i) "Common Stock" means the Common Stock of thédiig Company, par value, $.01 per share or angkstachanged for shares of
Common Stock pursuant to Section 15 hereof.

(j) "Date of Grant" means the effective date offavard.

(k) "Disability" means the permanent and total ifighbby reason of mental or physical infirmity, both, of a Participant to perform the work
customarily assigned to him or, in the case ofre®@or, to serve on the Board. Additionally, a ncatidoctor selected or approved by the
Board of Directors must advise the Committee thigt @ither not possible to determine when suclahiigy will terminate or that it appears
probable that such Disability will be permanentidgrthe remainder of said Participant's lifetime.

() "Effective Date" means February 4, 1997, tHeefve date of the Plan.

(m) "Employee" means any person who is currentiplegred by the Holding Company or an Affiliate, inding officers, but such term shall
not include Outside Directors.

(n) "Employee Participant” means an Employee whddan outstanding Award under the terms of tha.Pla
(o) "Exchange Act" means the Securities ExchangeoAt934, as amended.

(p) "Exercise Price" means the purchase price Iperesof Common Stock deliverable upon the exefigach Option in order for the option
to be exchanged for shares of Common Stock.

(q) "Fair Market Value" means, when used in conpacvith the Common Stock on a certain date, theraye of the high and low bid prices
of the Common Stock as reported by the Nationabgission of Securities Dealers Automated QuotaSgatem ("NASDAQ") or the New
York Stock Exchange ("NYSE") (as published by thaelM&treet Journal, if published) on such datd tré Common Stock was not traded
such date, on the next preceding day on which tmar@on Stock was traded thereon or the last prexdats on which a sale is reported. If
the Common Stock is not traded on the NASDAQ oMNY&E, the Fair Market Value of the Common Stocthis value so determined by the
Board in good faith.

(r) "Holding Company" means Ocean Financial Corp.



(s) "Incentive Stock Option" means an Option grdriiyg the Committee to a Participant, which Opti®aésignated by the Committee as an
Incentive Stock Option pursuant to Section 7 heegaf is intended to be such under Section 422eo€tide.

(t) "Limited Right" means the right to receive anaunt of cash based upon the terms set forth itid®e® hereof.

(u) "Non-statutory Stock Option" means an Optiom t®articipant pursuant to Section 6 hereof, witatot designated by the Committee as
an Incentive Stock Option or which is redesigndtgdhe Committee as a Non- statutory Stock Optiowltch is designated an Incentive
Stock Option under

Section 7 hereof, but does not meet the requiresrafrguch under Section 422 of the Code.

(v) "Option" means the right to buy a fixed amoahCommon Stock at the Exercise Price within atédiperiod of time designated as the
term of the option as granted under Section 6 fogréof.

(w) "Outside Director" means a member of the Ba#rDirectors or a Director Emeritus of the Holdi@gmpany or its Affiliates, who is not
also an Employee.

(x) "Outside Director Participant” means an Outdidieector who holds an outstanding Award undertérens of the Plan.

(y) "Participant(s)" means collectively an Employeegticipant and/or an Outside Director Participahb hold(s) outstanding Awards under
the terms of the Plan.

(z) "Performance Goal" is a specific condition oafwhich may be set by the Committee as a preségud the vesting of a Stock Award in
accordance with Section 9(b) hereof.

(aa) "Retirement” with respect to an Employee Bidint means termination of employment which cougs retirement under any tax
qualified plan maintained by the Bank. However, tiRenent" will not be deemed to have occurred famppses of this Plan if a Participant
continues to serve as a consultant to or on thedBafzDirectors of the Holding Company or its Affites even if such Participant is receiving
retirement benefits under any retirement plan eflfolding Company or its Affiliates. With respecten Outside Director Participant,
"Retirement” means the termination of service ftbe Board of Directors of the Holding Company srAffiliates following written notice t
the Board as a whole of such Outside Director&nitibn to retire, except that an Outside DirectantiBipant shall not be deemed to have
"retired" for purposes of the Plan in the eventbetinues to serve as a consultant to the Boaas an advisory director or director emeritus,
including pursuant to any retirement plan of thddi#w Company or the Bank.

(bb) "Stock Awards" are Awards of Common Stock wvaicay vest immediately or over a period of timestfgg of Stock Awards under
Section 9 hereof may be contingent upon the ocooeref specified events or the attainment of spetiferformance goals as determined by
the Committee.

(cc) "Termination for Cause" shall mean, in theecaka Director, removal from the Board of Direstawr, in the case of an Employee,
termination of employment, in both such cases ésraeéned by the Board of Directors, because ofiélpant's personal dishonesty,
incompetence, willful misconduct, any breach ofifichry duty involving personal profit, intentiorfailure to perform stated duties, willful
violation of any law, rule or regulation (other thiaffic violations or similar offenses) or in thase of an employee without a written
employment agreement with the Bank or Holding Comypany other grounds provided for under employnpatities of the Bank or
Holding Company in effect at the Effective Dateasramended from time to time.
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(dd) "Trust" means a trust established by the Baambnnection with this Plan to hold Plan assetglie purposes set forth herein.

(ee) "Trustee" means that person or persons aitgl enentities approved by the Board to hold letif#é to any of the Trust assets for the
purposes set forth herein.

2. ADMINISTRATION.

(&) The Plan shall be administered by the Commitee Committee is authorized, subject to the miows of the Plan, to grant awards to
Employees and establish such rules and regulatisitsdeems necessary for the proper administrafitime Plan and to make whatever
determinations and interpretations in connectiainwie Plan it deems necessary or advisable. Adirdenations and interpretations made by
the Committee shall be binding and conclusive b&maployee Participants and Outside Director Pgudicts in the Plan and on their legal
representatives and beneficiaries.

(b) Awards to Outside Directors of the Holding Canp or its Affiliates shall be granted by the Boafirectors or the Committee,
pursuant to the terms of this Plan.

(c) Actual transference of the Award requires rar, alows any, discretion by the Trustee.
3. TYPES OF AWARDS AND RELATED RIGHTS.
The following Awards and related rights as desctibelow in Paragraphs 6 through 12 hereof may aetgd under the Plan:

(a) Non-statutory Stock Options
(b) Incentive Stock Options

(c) Limited Rights

(d) Stock Awards

4. STOCK SUBJECT TO THE PLAN.

Subject to adjustment as provided in Section 1&dfethe maximum number of shares of Common Stes&nved for Awards under the Plan
is 1,174,330 shares which number may not be inssxce14 % of the outstanding shares of the Com&took determined immediately as of
the Effective Date. Subject to adjustment as predith Section 15 hereof, the maximum number ofeshaf Common Stock reserved hereby
for purchase pursuant to the exercise of Optiods@ution-related Awards granted under the PlaB&&8)7 shares, which number may not
be in excess of 10% of the outstanding shares pfr@an Stock as of the Effective Date. The maximumiper of the shares of Common
Stock reserved for award as Stock Awards is 335gb2Bes, which number is not in excess of 4% obtitetanding shares of Common Stock
as of the Effective Date. These shares of CommocokShay be either authorized but unissued sharastborized shares previously issued
and reacquired by the Holding Company. To the axteat Options and Stock Awards are granted urtdePtan, the shares underlying such
Awards will be unavailable for any other use inéhggdfuture grants under the Plan except that, écetkttent that Stock Awards or Options
terminate, expire, or are forfeited without haviveen exercised (or in cases where a Limited Rightiteen granted in connection with an
option, the amount of such Limited Right receivediéu of the exercise of such option), new Awardsy be made with respect to those
shares underlying such terminated, expired or itedeOptions or Stock Awards.
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5. ELIGIBILITY.
Subject to the terms herein, all Employees andi@iBirectors shall be eligible to receive Awardsler the Plan.
6. NON-STATUTORY STOCK OPTIONS.

The Committee may, subject to the limitations @& Bian and the availability of shares reservedubatvarded under the Plan, from time to
time, grant Non-statutory Stock Options to Emplayard Outside Directors, upon such terms and dondiais the Committee may
determine. Further, subject to receipt of stockapkpproval, the Committee may grant Nsiatutory Stock Options in exchange for and u
surrender of previously granted Awards under thég Rinder such terms and conditions as the Coneniti@y determine. Non- statutory
Stock Options granted under this Plan are subgjetttet following terms and conditions:

(a) Exercise Price. The Exercise Price of each dtatitory Stock Option shall be determined by tben@ittee, and once determined and
documented in an NSO Agreement, may not be revistut stockholder approval or in accordance V@#ttion 15 hereof. Such Exercise
Price shall not be less than 100% of the Fair Mavledue of the Holding Company's Common Stock anDfate of Grant. Shares of Comn
Stock underlying a Non-statutory Stock Option mayplarchased only upon full payment of the ExerBigee or upon operation of an
Alternate Option Payment Mechanism set out in 8actil hereof.

(b) Terms of Non-statutory Stock Options. The teluming which each Non-statutory Stock Option maykercised shall be determined by
the Committee, but in no event shall a Non-stajugiock Option be exercisable in whole or in paorenthan 10 years from the Date of
Grant. The Committee shall determine the date ointwdsach Non-statutory Stock Option shall beconmer@sgable. The shares of Common
Stock underlying each Non-statutory Stock Optistaliment may be purchased in whole or in parthgyRarticipant at any time during the
term of such Non-statutory Stock Option after sinsftallment becomes exercisable. The Committee mdig sole discretion, accelerate the
time at which any Non-statutory Stock Option mayelercised in whole or in part. The acceleratioamf Non-statutory Stock Option under
the authority of this paragraph shall create nbtrigxpectation or reliance on the part of any oBeaticipant or that certain Participant
regarding any other unaccelerated Non-statutorgkS3@ptions. Unless determined otherwise by the Ciiteenand except in the event of the
Participant's death or pursuant to a domesticiogisorder, a Non-statutory Stock Option is nohsfarable and may be exercisable in his
lifetime only by the Participant to whom it is gtad. Upon the death of a Participant, a Non-stagusbock Option is transferable by will or
the laws of descent and distribution.

(c) NSO Agreement. The terms and conditions of dag-statutory Stock Option granted shall be eviegnay an agreement (the "NSO
Agreement") which shall be subject to the terms @mtitions of the Plan.

(d) Termination of Employment or Service. Unledsentvise determined by the Committee, upon the teatiun of a Participant's
employment or service for any reason other thaalidiisy, death or Termination for Cause, the Pgtat's Nonstatutory Stock Options shi
be exercisable only as to those shares that waerediately exercisable by the Participant at the datermination and only for a period of
three months following termination. Notwithstandismgy provisions set forth herein or contained in BISO Agreement relating to an award
of a Non-statutory Stock Option, in the event oftimation of the Participant's employment or se\fiar Disability or death, all Nostatutory
Stock Options held by such Participant shall imrataly vest and be exercisable for one year afteln sermination of service, and, in the
event of a



Termination for Cause, all rights under the Pgptioit's Non-statutory Stock Options shall expire edrately upon such Termination for
Cause.

(e) Change in Control. Unless otherwise determimethe Committee, and notwithstanding any othewision of the Plan, in the event of a
Change in Control, all Non-statutory Stock Optitvesd by the Participant, whether or not vestediahgime, shall become vested to the
Participant or his legal representatives or bergfies upon the Change in Control.

7. INCENTIVE STOCK OPTIONS.

The Committee may, subject to the limitations & Bian and the availability of shares reservedubatvarded under the Plan, from time to
time, grant Incentive Stock Options to Employeesruguch terms and conditions as the Committee ratgrmine. Incentive Stock Options
granted pursuant to the Plan shall be subjectadafiowing terms and conditions:

(a) Exercise Price. The Exercise Price of eachritiee Stock Option shall be not less than 100%heffair Market Value of the Common
Stock on the Date of Grant. However, if at the temelncentive Stock Option is granted to an Empdoyarticipant, such Employee
Participant owns Common Stock representing mone 186 of the total combined voting securities & Holding Company (or, under
Section 424(d) of the Code, is deemed to own Com§took representing more than 10% of the total éoetbvoting power of all classes of
stock of the Holding Company, by reason of the awinip of such classes of stock, directly or indisedyy or for any brother, sister, spouse,
ancestor or lineal descendent of such Employeécieant, or by or for any corporation, partnershaptate or trust of which such Employee
Participant is a shareholder, partner or benefitigl 0% Owner"), the Exercise Price per share @im@ion Stock deliverable upon the
exercise of each Incentive Stock Option shall rokelss than 110% of the Fair Market Value of then@mn Stock on the Date of Grant.
Shares may be purchased only upon payment of thExXercise Price or upon operation of an Altern@ftion Payment Mechanism set ou
Section 11 hereof.

(b) Amounts of Incentive Stock Options. Incentiteck Options may be granted to any Employee in susbunts as determined by the
Committee; provided that the amount granted is isterg with the terms of Section 422 of the Codehk case of an Option intended to
qualify as an Incentive Stock Option, the aggrefate Market Value (determined as of the time thpdi@h is granted) of the Common Stock
with respect to which Incentive Stock Options geaindre exercisable for the first time by the EmpiParticipant during any calendar year
(under all plans of the Employee Participant's eyl corporation and its parent and subsidiary @@atons) shall not exceed $100,000. The
provisions of this Section 7(b) shall be constrard applied in accordance with Section 422(d) ef@oede and the regulations, if any,
promulgated thereunder. To the extent an Awarchdhaentive Stock Option under this Section 7 egsetbis $100,000 limit, the portion of
the Award in excess of such limit shall be deemébba-statutory Stock Option. The Committee shallehdiscretion to redesignate Options
granted as Incentive Stock Options as Non-Statutogk Options. Such Non-statutory Stock Optioradldle subject to Section 6 hereof.

(c) Terms of Incentive Stock Options. The term dgnivhich each Incentive Stock Option may be exectihall be determined by the
Committee, but in no event shall an Incentive StOgkion be exercisable in whole or in part morentth@ years from the Date of Grant. If at
the time an Incentive Stock Option is granted té&cenployee Participant who is a 10% Owner, the ItigerStock Option granted to such
Employee Participant shall not be exercisable dffterexpiration of five years from the Date of Grao Incentive Stock Option is
transferable except by will or the laws of des@d distribution and is exercisable in his or lifetime only by the Employee Participant to
whom it is granted. The designation of a beneficéwes not constitute a transfer.
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The Committee shall determine the date on which éacentive Stock Option shall become exercisalie shares comprising each
installment of the Incentive Stock Option may becpased in whole or in part at any time duringttren of such Option after such
installment becomes exercisable. The Committee mats sole discretion, accelerate the time atolldny Incentive Stock Option may be
exercised in whole or in part. The acceleratioarf Incentive Stock Option under the authorityto$ pparagraph shall not create a right,
expectation or reliance on the part of any othetiépant or that certain Participant regarding atlyer unaccelerated Incentive Stock
Options.

(d) ISO Agreement. The terms and conditions of laggntive Stock Option granted shall be evidencedrbagreement (the "ISO
Agreement") which shall be subject to the terms @mtitions of the Plan.

(e) Termination of Employment. Unless otherwiseed®ined by the Committee, upon the terminationroEenployee Participant's
employment for any reason other than Disabilitygtdeor Termination for Cause, the Employee Padiafis Incentive Stock Options shall be
exercisable only as to those shares that were inatedg exercisable by the Participant at the détemnination and only for a period of three
months following termination. Notwithstanding ampyision set forth herein or contained in any IS@rédement relating to an award of an
Incentive Stock Option, in the event of terminatafrihe Employee Participant's employment for Dilsigtor death, all Incentive Stock
Options held by such Employee Participant shall @diately vest and be exercisable for one year atteln termination, and, in the event of
Termination for Cause, all rights under the Empéarticipant's Incentive Stock Options shall expinmediately upon termination. No
Incentive Stock Option shall be eligible for treatmas an Incentive Stock Option in the event $ncentive Stock Option is exercised more
than three months following the date of Particifsaoéssation of employment. In no event shall aertive Stock Option be exercisable
beyond the expiration of the Incentive Stock Optiem.

(f) Change in Control. Unless otherwise determibedhe Committee, and notwithstanding any othevigion of the Plan, in the event of a
Change in Control, all Incentive Stock Options hgydhe Participant, whether or not vested at sinsh, shall become vested to the
Participant or his legal representatives or berafies upon the Change in Control.

(g) Compliance with Code. The Incentive Stock Opgigranted under this Section 7 are intended ttifgaa "incentive stock options" with
the meaning of Section 422 of the Code, but thelidglCompany makes no warranty as to the qualifinadf any Option as an incentive
stock option within the meaning of Section 422ref Code. All Options that do not so qualify sha&ltkeated as Non-statutory Stock Options.

8. LIMITED RIGHT.

Simultaneously with the grant of any Option to anffoyee or Outside Director, the Committee may gaanimited Right with respect to all
or some of the shares covered by such Option. eahiRights granted under this Plan are subjectadditowing terms and conditions:

(a) Terms of Rights. In no event shall a LimitegRibe exercisable in whole or in part before tkgiration of six months from the Date of
Grant of the Limited Right. A Limited Right may b&ercised only in the event of a Change in Conltral is not to be accounted for as a
pooling of interests or in the event the Holding@aany's independent auditors opine that the exeofisuch Limited Rights would not
adversely affect the accounting treatment interfidethe Change in Control.
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The Limited Right may be exercised only when thdartying Option is eligible to be exercised, antiyamhen the Fair Market Value of the
underlying shares on the day of exercise is grelgar the Exercise Price of the underlying Option.

Upon exercise of a Limited Right, the underlyingtiop shall cease to be exercisable. Upon exercisermination of an Option, any related
Limited Rights shall terminate. The Limited Rigittsly be for no more than 100% of the difference betwthe purchase price and the Fair
Market Value of the Common Stock subject to theauntyihg option. The Limited Right is transferablelypwhen the underlying option is
transferable and under the same conditions.

(b) Payment. Upon exercise of a Limited Right, hibéder shall promptly receive from the Holding Camnpg an amount of cash equal to the
difference between the Exercise Price of the ugdwyloption and the Fair Market Value of the Comn&tack subject to the underlying
Option on the date the Limited Right is exercigadltiplied by the number of shares with respeatkich such Limited Right is exercised.
Payments shall be less any applicable tax withhgldis set forth in Section 16 hereof.

9. STOCK AWARD.

The Committee may, subject to the limitations & Eian, from time to time, make an Award of shafeS8ommon Stock to Employees and
Outside Directors ("Stock Awards"). The Stock Awashall be made subject to the following terms @omtitions:

(a) Payment of the Stock Award. The Stock Award mialy be made in whole shares of Common Stock.kS%weards may only be granted
from shares reserved under the Plan but unawatdbd éime the new Stock Award is made.

(b) Terms of the Stock Awards. The Committee stialermine the dates on which Stock Awards grarmtedRarticipant shall vest and any
specific conditions or performance goals which niessatisfied prior to the vesting of any instaltier portion of the Stock Award.
Notwithstanding other paragraphs in this Sectioth® Committee may, in its sole discretion, acegéethe vesting of any Stock Award. T
acceleration of any Stock Award under the authaitthis paragraph shall create no right, expemtadir reliance on the part of any other
Participant or that certain Participant regarding ather unaccelerated Stock Awards.

(c) Stock Award Agreement. The terms and conditimfinsny Stock Award shall be evidenced by an ageserfthe "Stock Award
Agreement") which such Stock Award Agreement wadldubject to the terms and conditions of the Ffaich Stock Award Agreement shall
set forth:

(i) the period over which the Stock Award will vest

(i) the performance goals, if any, which must btis§ied prior to the vesting of any installmentpartion of the Stock Award. The
performance goals may be set by the Committee ondavidual level, for all Participants, for all Aavds made during a given period of time,
or for all Awards for indefinite periods;

(d) Certification of Attainment of the Performarn@eal. No Stock Award of portion thereof that is jgab to a performance goal is to be
distributed to an Employee Participant until ther@aittee certifies that the underlying performanoaldhas been achieved, or in the case of
an Outside Director Participant, until an indeparidhkird party presents a certification to the Bbaf Directors that the underlying
performance goal associated with a Stock Awarcbleas achieved.



(e) Termination of Employment or Service. Unledseotvise determined by the Committee, upon the taatitn of a Participant's

employment or service for any reason other thaalidiisy, death or Termination for Cause, the Pitiot's unvested Stock Awards as of the
date of termination shall be forfeited and any tsghe Participant had to such unvested Stock Asvaindll become null and void.
Notwithstanding any provisions set forth hereirtontained in any NSO Agreement relating to an aweéia Nor-statutory Stock Option, in

the event of termination of the Participant's se\due to Disability or death, all unvested Stoekafds held by such Participant, including
any portion of a Stock Award subject to a perforoagoal, shall immediately vest and, in the evétihe Participant's Termination for Cat
the Participant's unvested Stock Awards as of #te df such termination shall be forfeited and aglpts the Participant had to such unvested
Stock Awards shall become null and void.

(f) Change in Control. Unless otherwise determibgdhe Committee, and notwithstanding any othewigion of the Plan, in the event of a
Change in Control, all Stock Awards held by thetiegnant, whether or not vested at such time, shetiome vested to the Participant or his
legal representatives or beneficiaries upon thenGaan Control.

(9) Non-Transferability. Except to the extent pdted by the Code, the rules promulgated under &edi6(b) of the Exchange Act or any
successor statutes or rules:

() The recipient of a Stock Award shall not sethnsfer, assign, pledge, or otherwise encumbeesisabject to the Stock Award until full
vesting of such shares has occurred. For purpdgbsaection, the separation of beneficial owhgrsand legal title through the use of any
"swap" transaction is deemed to be a prohibitediicance.

(i) Unless determined otherwise by the Committee except in the event of the Participant's deafppucsuant to a domestic relations orde
Stock Award is not transferable and may be eamdusilifetime only by the Participant to whomstgranted. Upon the death of a Particig
a Stock Award is transferable by will or the lavislescent and distribution. The designation of meffieiary does not constitute a transfer.

(iii) If a recipient of a Stock Award is subjectttoe provisions of Section 16 of the Exchange Blegres of Common Stock subject to such
Stock Award may not, without the written consentha® Committee (which consent may be given in tleelSAward Agreement), be sold or
otherwise disposed of within six months followirtig tdate of grant of the Stock Award .

(h) Accrual of Dividends. Whenever shares of Comr8tock underlying a Stock Award are distributed t®articipant or beneficiary thereof
under the Plan, such Participant or beneficiaryl siteo be entitled to receive, with respect toresiach share distributed, a payment equal to
any cash dividends or distributions (other tharriistions in shares of Common Stock) and the nurobshares of Common Stock equal to
any stock dividends, declared and paid with resfzeatshare of the Common Stock if the record ftatedetermining shareholders entitled to
receive such dividends falls between the datedlsant Stock Award was granted and the date tbeart Stock Award or installment
thereof is distributed. There shall also be distiélol an appropriate amount of net earnings, if ahthe Trust with respect to any dividends
paid out.

(i) Voting of Stock Awards. After a Stock Award hlasen granted, but for which the shares covereslibly Stock Award have not yet been
earned and distributed to the Participant purstatite Plan, the Participant shall be entitleditedl the Trustee as to the voting of such
shares of Common Stock which the Stock Award cosebgect to the rules and procedures adopted bgdinemittee for this purpose. All
shares



of Common Stock held by the Trust as to which Bgdints are not entitled to direct, or have nogatied the voting, shall be voted by the
Trustee in the same proportion as the Common Stoe&red by Stock Awards which have been awardedted.

10. PAYOUT ALTERNATIVES
Payments due to a Participant upon the exercisedemption of an Award, may be made subject tdahewing terms and conditions:

(a) Discretion of the Committee. The Committee thassole discretion to determine what form of paytfezhether monetary, Common
Stock, a combination of payout alternatives or ntlige) it shall use in making distributions of pagmis for all Awards. If the Committee
requests any or all Participants to make an eleetfoto form of distribution or payment, it shadk the considered bound by the election.

(b) Payment in the form of Common Stock. Any shafeSommon Stock tendered in satisfaction of angaltion arising under this Plan shall
be valued at the Fair Market Value of the Commatsbn the day preceding the date of the issuahseah stock to the Participant.

11. ALTERNATE OPTION PAYMENT MECHANISM

The Committee has sole discretion to determine ¥drat of payment it will accept for the exerciseasf Option. The Committee may indic
acceptable forms in the ISO or NSO Agreement cagesuch Options or may reserve its decision tdithe of exercise. No Option is to be
considered exercised until payment in full is atedpy the Committee or its agent.

(a) Cash Payment. The exercise price may be paidsh or by certified check.

(b) Borrowed Funds. To the extent permitted by e, Committee may portion of the exercise pricaroOption to be paid through
borrowed funds.

(c) Exchange of Common Stock.

(i) The Committee may permit payment by the tenugdf previously acquired shares of Common Stotks includes the use of "pyramidi
transactions" whereby some number of Options agecésed; then the shares gained through the eremoistendered back to the Holding
Company as payment for a greater number of Optibinis. transaction may be repeated as needed toigxel of the Options available .

(i) Any shares of Common Stock tendered in paynoéiihe exercise price of an Option shall be valaethe Fair Market Value of the
Common Stock on the date prior to the date of éserc

12. RIGHTS OF A SHAREHOLDER: NONTRANSFERABILITY.

No Participant shall have any rights as a sharehnalith respect to any shares of Common Stock ealby an Option until the date
issuance of a stock certificate for such share¢hiNg in this Plan or in any Award granted confemsany person any right to continue in the
employ or service of the Holding Company or itsikdfes or interferes in any way with the righttbé Holding Company or its Affiliates to
terminate a Participant's services as an officatloer employee at any time.
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Except as permitted under the Code (with respeletdentive Stock Options) and the rules promulga@duant to Section 16(b) of the
Exchange Act or any successor statutes or ruledward under the Plan shall be transferable byPicipant other than by will or the laws
of intestate succession or pursuant to a domesttions order or unless determined otherwise byabmmittee.

13. AGREEMENT WITH GRANTEES.

Each Award will be evidenced by a written agreer®r{ivhether constituting an NSO Agreement, ISOekgnent, Stock Award Agreement
or any combination thereof), executed by the Paeitt and the Holding Company or its Affiliates ttki@scribes the conditions for receiving
the Awards including the date of Award, the Exexdisice if any, the terms or other applicable gij@nd other terms and conditions as may
be required or imposed by the Plan, the Commitiethe Board of Directors, and may describe or i§péax law considerations or applicable
securities law considerations.

14. DESIGNATION OF BENEFICIARY.

A Participant may, with the consent of the Commaittgesignate a person or persons to receive, ievidiet of death, any Award to which the
Participant would then be entitled. Such desigmatdl be made upon forms supplied by and delivarethe Holding Company and may be
revoked in writing. If a Participant fails effectily to designate a beneficiary, then the Partidipastate will be deemed to be the beneficiary.

15. DILUTION AND OTHER ADJUSTMENTS.

In the event of any change in the outstanding shaff€ommon Stock by reason of any stock dividemshit, recapitalization, merger,
consolidation, spin-off, reorganization, combinatar exchange of shares, or other similar corparhéage, or other increase or decrease in
such shares without receipt or payment of consierdy the Holding Company, or in the event a taplistribution is made, the Committee
will make such adjustments to Awards to preventtadih, diminution or enlargement of the rights lo¢ tParticipant, as the Committee deems
appropriate, including any or all of the following:

(a) adjustments in the aggregate number or kirghafes of Common Stock or other securities thatunalgrlie future Awards under the P

(b) adjustments in the aggregate number or kirghafes of Common Stock or other securities undeylfiwards already made under the
Plan;

(c) adjustments in the exercise price of outstagdticentive and/or Non-statutory Stock Optionsany Limited Rights attached to such
Options.

Alternatively, the Committee could provide the papant with a cash benefit for shares underlyiegted, but unexercised options, in orde
achieve the aforementioned effect. All awards urhisrPlan shall be binding upon any successoessigns of the Holding Company.
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16. TAX WITHHOLDING.

Awards under this Plan shall be subject to tax katting to the extent required by any governmeatahority. Any withholding shall comp
with Rule 16b-3 or any amendment or successor 8ilares of Common Stock withheld to pay for taxhhvilding amounts shall be valued at
their Fair Market Value on the date the Award isrded taxable to the Participant and such shardisgheonsidered to have been awarded
and forfeited.

17. AMENDMENT OF THE PLAN.

The Board of Directors may at any time, and frometito time, subject to applicable rules and reguiatand shareholder approval when
required under the Plan, modify or amend the Rlaany Award granted under the Plan, in any resgpeospectively or retroactively;
provided however, that provisions governing grarfitsicentive Stock Options, unless permitted byrtiles and regulations or staff
pronouncements promulgated under the Code shallib@itted for shareholder approval to the extequired by such law, regulation or
interpretation.

Failure to ratify or approve amendments or modiias by shareholders shall be effective only ahéospecific amendment or modification
requiring such ratification, or as otherwise detieed by the Board of Directors. Other provisiorestins, and subsections of this Plan will
remain in full force and effect.

No such termination, modification or amendment radyersely affect the rights of a Participant urateoutstanding Award without tl
written permission of such Participant.

18. EFFECTIVE DATE OF PLAN.

The Plan became effective on February 4, 1997amkndments are effective upon approval by the BobBdrectors, subject to shareholder
ratification when specifically required under tHarR

19. TERMINATION OF THE PLAN.

The right to grant Awards under the Plan will tamate upon the earlier of; (i) ten (10) years atterEffective Date; (ii) the issuance of a
number of shares of Common Stock pursuant to teecese of Options or the distribution of Stock Adswhich together with the exercise
Limited Rights is equivalent to the maximum numbgshares reserved under the Plan as set forthdtidh 4. The Board of Directors has
right to suspend or terminate the Plan at any tpnavided that no such action will, without the sent of a Participant, adversely affect a
Participant's vested rights under a previously gaward.

20. APPLICABLE LAW.
The Plan will be administered in accordance withldws of the State of Delaware and applicablertddaw.
21. DELEGATION OF AUTHORITY

The Committee may delegate all authority for: théedmination of forms of payment to be made byeseived by the Plan; the execution of
Award agreements; the determination of Fair Makkate; and the determination of all other aspettdministration of the Plan to the
executive officer(s) of the Holding Company or Benk. The Committee may rely on the descriptioapresentations, reports and estimates
provided to it by the management of the Holding @any or the Bank for determinations to be madeyaurs
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to the Plan, including the attainment of performeagoals. However, only the Committee or a portibthe Committee may certify the
attainment of a performance goal.

IN WITNESS WHEREOF, the Holding Company has essdigld this Plan to be executed by its duly authdr&ecutive officer and the
corporate seal to be affixed and duly atteste@céffe as of the 18th day of February, 1998.

[ CORPORATE SEAL] OCEAN FI NANCI AL CORP.
Cct ober 21, 1998 By: [/s/ John R Garbarino
Dat e Chai rman of the Board

ADOPTED BY THE BOARD OF DI RECTORS:

Cct ober 21, 1998 By: [/s/ John K Kelly

Dat e Corporate Secretary
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ARTICLE 9
MULTIPLIER: 1,00C

PERIOD TYPE 9 MOS
FISCAL YEAR END DEC 31 199
PERIOD START JAN 01 199
PERIOD END SEP 30 199
CASH 8,73¢
INT BEARING DEPOSITS 0
FED FUNDS SOLL 0
TRADING ASSETS 0
INVESTMENTS HELD FOR SALE 574,42;
INVESTMENTS CARRYING 0
INVESTMENTS MARKET 0
LOANS 893,41
ALLOWANCE 7,24¢
TOTAL ASSETS 1,544,33.
DEPOSITS 1,028,52:
SHORT TERM 302,40!
LIABILITIES OTHER 16,82
LONG TERM 0
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 181
OTHER SE 196,40!
TOTAL LIABILITIES AND EQUITY 1,544,33.
INTEREST LOAN 49,46¢
INTEREST INVEST 29,47¢
INTEREST OTHER 0
INTEREST TOTAL 78,94(
INTEREST DEPOSI1 32,92
INTEREST EXPENSE 46,11%
INTEREST INCOME NET 32,82¢
LOAN LOSSES 675
SECURITIES GAINS 0
EXPENSE OTHEF 18,95¢
INCOME PRETAX 15,73¢
INCOME PRE EXTRAORDINARY 15,73¢
EXTRAORDINARY 0
CHANGES 0
NET INCOME 10,041
EPS PRIMARY .74
EPS DILUTED 72
YIELD ACTUAL 7.14
LOANS NON 5,79¢
LOANS PAST 0
LOANS TROUBLED 0
LOANS PROBLEM 0
ALLOWANCE OPEN 6,612
CHARGE OFFS 0!
RECOVERIES 01
ALLOWANCE CLOSE 7,24¢
ALLOWANCE DOMESTIC 0!
ALLOWANCE FOREIGN 0!
ALLOWANCE UNALLOCATED 0!
1 INFORMATION NOT DISCLOSED IN 10 ¢
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