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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

FORM 10-Q

Xl QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2006

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission file number 0-27428

OceanFirst Financial Corp.

(Exact name of registrant as specified in its chaer)

Delaware 22-3412577
(State or other jurisdiction of (I.R.S. Employer Identification No.)
incorporation or organization)

975 Hooper Avenue, Toms River, N. 087542009

(Address of principal executive offices) (Zip Code)
Registrant’s telephone number, including area code(732)240-4500

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastags.

YES NO O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, noa-accelerated filer. See definition of
“accelerated filer” and “large accelerated filen’Rule 12b-2 of the Exchange Act.

Large Accelerated Filerd Accelerated FileX] Non-accelerated Filér
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act).
YES O NO
As of November 3, 2006, there were 12,355,401 shafrthe Registrant’s Common Stock, par value $€rishare, outstanding.
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OceanFirst Financial Corp.
CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
(dollars in thousands, except per share amounts)

ASSETS

Cash and due from ban

Investment securities available for s
Federal Home Loan Bank of New York stock, at «
Mortgagebacked securities available for s
Loans receivable, ni

Mortgage loans held for sa

Interest and dividends receival

Real estate owned, n

Premises and equipment, |

Servicing asse

Bank Owned Life Insuranc

Intangible Asset

Other asset

Total asset

LIABILITIES AND STOCKHOLDERS ' EQUITY
Deposits
Securities sold under agreements to repurchaseretdfi customer
Securities sold under agreements to repurchasethdtRederal Home Loan Ba
Federal Home Loan Bank advant
Other borrowing
Advances by borrowers for taxes and insure
Other liabilities
Total liabilities

Stockholder' equity:
Preferred stock, $.01 par value, 5,000,000 sharwazed, no shares issu

Common stock, $.01 par value, 55,000,000 sharémared, 27,177,372 shares issued and 12,349

and 12,698,505 shares outstanding at Septemb&086,and December 31, 2005, respecti'
Additional paic-in capital
Retained earning
Accumulated other comprehensive |
Less: Unallocated common stock held by EmployeekS@wnership Pla

Treasury stock, 14,828,127 and 14,478,867, shai®@smember 30, 2006 and December 31,

2005, respectivel
Common stock acquired by Deferred Compensation
Deferred Compensation Plan Liabil

Total stockholdel equity
Total liabilities and stockholde’ equity

See accompanying Notes to Unaudited ConsolidateahEial Statements.

1

September 3C

2006

December 31

2005

(Unaudited)
$ 36,96 $ 31,10¢
82,05( 83,86!
24,63 21,79:
71,69: 85,02¢
1,714,76 1,654,54.
62,20¢ 32,04
8,36¢ 7,08¢
28¢ 27¢
17,72 16,11¢
9,56¢ 9,73(
36,84: 36,00:
1,19¢ 1,272
6,87 6,494
$2,073,16.  $1,985,35
$1,371,73  $1,356,56i
55,05( 54,28¢
34,00( 59,00(
428,20( 354,90(
17,50( 5,00(
8,78¢ 7,69¢
20,87¢ 9,117
1,936,15. 1,846,57:
272 272
201,31¢ 197,62:
168,06 164,61:
(86¢) (1,229
(6,645 (7,477
(225,13¢) (215,02)
1,515 1,38:
(1,517 (1,389
137,01( 138,78
$2,073,16  $1,985,35
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OceanFirst Financial Corp.
CONSOLIDATED STATEMENTS OF INCOME
(in thousands, except per share amounts)

Interest income
Loans
Mortgage-backed securitie
Investment securities and ott
Total interest incom

Interest expenst
Deposits
Borrowed funds
Total interest expens

Net interest incom
Provision for loan losse
Net interest income after provision for loan los
Other income
Loan servicing incom
Fees and service charc
Net gain on sales of loans and securities availalnlsale
Net loss from other real estate operati
Income from Bank Owned Life Insuran
Other
Total other incomi
Operating expense
Compensation and employee bene
Occupancy
Equipment
Marketing
Federal deposit insuran
Data processin
General and administratiy
Total operating expens
Income before provision for income tay
Provision for income taxe
Net income

Basic earnings per she

Diluted earnings per sha
Average basic shares outstand
Average diluted shares outstand

For the three months
ended September 30,

For the nine months
ended September 30,

2006 2005 2006 2005
(Unaudited) (Unaudited)
$27,82F  $24,22: $79,05. $68,75:

812 897 2,51¢ 2,95¢
1,67¢ 1,20¢ 5,10z 3,79¢
30,31¢ 26,32¢ 86,67 75,51(
8,93¢ 6,05¢  24,04( 16,07
6,91¢ 4,86z 18,34 13,92:
15,857 10,91¢ 42,38 29,99¢
14,45¢ 15,41( 44,28t 45,51¢

50 10C 10C 35C
14,40¢ 15,31(  44,18¢ 45,16t

13€ 47 40¢ 14¢€
2,671 2,40¢ 7,854 6,97¢
3,51¢ 3,53¢ 8,474 10,07¢

(60) — (60) —

291 321 84C 85¢€

44 5 55 47
6,60: 6,31/ 17,57: 18,10¢
7,491 8,20¢  22,75: 23,21¢
1,244 1,10¢ 3,56¢ 3,28¢

767 65¢ 1,97¢ 1,93¢

531 75C 1,23( 2,21z

13z 12¢ 40C 37¢
85¢ 857 2,56¢ 2,41z
2,48: 2,48¢ 7,73¢ 7,27¢
13,51 14,19: 40,22¢ 40,71¢
7,49¢ 7,43z  21,53¢ 22,55:¢
2,592 2,60z 7,461 7,90z
$ 4906 $ 4,830 $14,07° $14,65:
$ 04 $ 041 $ 12z $ 1.24
$ 04z $ 04C $ 118 $ 1.2C
11,46¢ 11,79: 11,567 11,85¢
11,68¢ 12,18 11,88( 12,25

See accompanying Notes to Unaudited ConsolidateahEial Statements.

2
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Common

Stock

Additional
Paid-In
Capital

OceanFirst Financial Corp.
Consolidated Statements of

Changes in Stockholders’ Equity(Unaudited)
(in thousands, except per share amounts)

Accumulated
Other
Comprehensive
Loss

Retained
Earnings

Employee
Stock
Ownership
Plan

Treasury
Stock

Common Stoct
Acquired by
Deferred
Compensation
Plan

Deferred
Compensatior

Plan Liability Total

Balance at
December 31,
2004 $

Comprehensive
income:

Net income
Other
comprehensiv
income:
Unrealized los
on securitie
(net of tax
benefit
$405)

Total comprehensiv
income

Stock awarc

Tax benefit of stock
plans

Purchase 611,566
shares of commc
stock

Allocation of ESOP
stock

ESOP adjustmet

Cash dividend - $.60
per share

Exercise of stock
options

Purchase of stock fi
the deferred
compensation
plan

272

$193,72:

10z

1,561

$157,57! $ (667)

14,65 —

— (58¢)

$ (8,657)

$(204,29))

(14,09¢)

$ 98¢

37¢

$ (980 $137,95

— 14,65

— (589)

14,06:
— 10z

— 1,561

— (14,096

— 88¢
— 1,53

— (7,120

— 1,64

(379 —

Balance at
September 30,
2005 $

272

$196,92:

$162,45( $ (1,256

$ (7,766

$(214,08¢)

$ 1,36¢

$ (1,365 $136,53f

Balance at
December 31,
2005 $

Comprehensive
income:

Net income
Other
comprehensiv
income:
Unrealized
gain on
securities
(net of tax
expense
$244)

Total comprehensiv

income

272

$197,62:

$16461 $ (1,229

14,07: —

— 354

$ (7,472

$(215,02)

$ 1,38

$ (1,38 $138,78:

— 14,07:

— 354

14,427



Stock awarc

Tax benefit of stock
plans

Purchase 669,604
shares of commc
stock

Allocation of ESOP
stock

ESOP adjustmet

Cash dividend - $.6
per share

Exercise of stock
options

Purchase of stock fi
the deferred
compensation
plan

Balance at
September 30,
2006

— 27¢ — — — — — — 27¢
— 2,03t — — — — — — 2,03t
— — — — — (15,28%) — — (15,28%)
— — — — 827 — — — 827
— 1,38¢ — — — — — — 1,38¢
— — (6,897) — — — — — (6,897)
— — (3,720 — — 5,17¢ — — 1,45¢
— — — — — — 134 (134 —
272 $20131¢ $168,06¢ $ (869 $ (6,645 $(22513) $ 1517 $ (1,517 $137,01(

See accompanying Notes to Unaudited ConsolidateahEial Statements.

3
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OceanFirst Financial Corp.
Consolidated Statements of Cash Flows
(dollars in thousands)

For the nine months
ended September 30,

2006 2005
(Unaudited)
Cash flows from operating activitie
Net income $ 14,07: $ 14,65:
Adjustments to reconcile net income to net caskl irs@perating activities
Depreciation and amortization of premises and egaigt 1,531 1,53¢
Amortization of ESOF 827 88¢€
ESOP adjustmet 1,38t 1,53
Tax benefit of stock plar — 1,561
Stock awarc 27¢ 10z
Amortization of servicing ass 1,50¢ 1,71¢
Amortization of intangible asse 77 78
Net premium amortization in excess of discount etien on securitie 194 65E
Net amortization of deferred costs and discount®ans 50€ 312
Provision for loan losse 10C 35C
Net loss on sale of real estate ow 99 —
Net gain on sale of fixed assi — (28)
Net gain on sales of loans and securi (8,474 (10,079
Proceeds from sales of mortgage loans held for 514,44 549,411
Mortgage loans originated for st (537,48() (544,21)
Increase in value of Bank Owned Life Insura (840 (85€)
Increase in interest and dividends receivi (1,277 (1,329
Increase in other ass¢ (627) (309
Increase (decrease) in other liabilit 11,76 (23,069
Total adjustment (15,990 (21,727
Net cash used in operating activit (1,919 (7,072)
Cash flows from investing activitie
Net increase in loans receival (60,897 (146,059
Proceeds from sale of investment securities availfaln sale 437 —
Proceeds from sale of mortgi-backed securities available for s 6,241 —
Purchase of investment securities available far (74¥) (4,427
Purchase of mortga-backed securities available for s (6,439 —
Proceeds from maturities of investment securitigslable for sale 2,58¢ 3,67(C
Principal payments on mortge-backed securities available for s 13,48( 30,46¢
(Increase) decrease in Federal Home Loan Bank wf Y&k stock (2,847) 1,80(C
Net (disbursements) proceeds from acquisition atelaf real estate owne (39 10
Proceeds from sale of fixed ass — 49
Purchases of premises and equipn (3,135 (1,039
Net cash used in investing activit| (51,359 (115,529
Continuet
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OceanFirst Financial Corp.
Consolidated Statements of Cash Flows (Continued)
(dollars in thousands)

Cash flows from financing activitie
Increase in deposi
(Decrease) increase in st-term borrowings
Repayments from securities sold under agreememéptochase with the Federal Home Loan B
Proceeds from Federal Home Loan Bank adva
Repayments of Federal Home Loan Bank adva
Proceeds from other borrowin
Increase in advances by borrowers for taxes andanse
Exercise of stock optior
Dividends paic
Purchase of treasury sto
Tax benefit of stock plar

Net cash provided by financing activiti

Net increase (decrease) in cash and due from t

Cash and due from banks at beginning of pe
Cash and due from banks at end of pe

Supplemental Disclosure of Cash Flow Informati
Cash paid during the period ft
Interest
Income taxe:
Non cash activities
Transfer of securities sold under agreements torofase to advanc
Transfer of loans receivable to real estate ow

See accompanying Notes to Unaudited ConsolidateahEial Statements.

5

For the nine months
ended September 30,

2006 2005
(Unaudited)
$ 15,17( $98,87¢
(3,939 47,65¢
(10,000 (11,000
190,00( 34,00(
(127,000 (77,000
12,50( 5,00(
1,08¢ 2,22¢
1,45¢ 1,641
(6,897) (7,120
(15,289 (14,096
2,03t
59,12¢ 80,19
5,85¢ (42,40
31,10¢ 74,02:
$ 36,96  $31,61
$ 41,68¢ $ 30,52«
3,941 17,01¢
15,00( 36,00(
70 —
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OceanFirst Financial Corp.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENT S

Note 1. Summary of Significant Accounting Policies

The accompanying unaudited consolidated finanté@éments include the accounts of OceanFirst Fiab@orp. (the “Company”) and its
wholly-owned subsidiary, OceanFirst Bank (the “Bgrdnd its wholly-owned subsidiaries, Columbia Hohwans, LLC, OceanFirst REIT
Holdings, Inc. and OceanFirst Services, LLC.

The interim consolidated financial statements ctfédl normal and recurring adjustments which arg¢he opinion of management, conside
necessary for a fair presentation of the finanoialdition and results of operations for the peripassented. The results of operations for the
three and nine months ended September 30, 200®arecessarily indicative of the results of oderet that may be expected for all of 2C

Certain information and note disclosures normaliuded in financial statements prepared in accweavith generally accepted accounting
principles have been condensed or omitted, purgoahe rules and regulations of the SecuritiesExchange Commission (the “SEC”).

These unaudited consolidated financial statemdrutsld be read in conjunction with the audited cdidsted financial statements and notes
thereto included in the Company’s Annual Repoi$tockholders on Form 10-K for the year ended Deezrh, 2005.

Stock-Based Compensation

Prior to January 1, 2006, the Company accountedtémk-based compensation using the intrinsic valathod under Accounting Principles
Board Opinion No. 25 and accordingly recognizedompensation expense for stock option grants uthitkemethod. Effective January 1,
2006, the Company adopted Financial Accounting &teds Board Statement No. 123 (revised 2004) wigghires an entity to recognize the
grant-date fair value of stock options and otheclstbased compensation issued to employees imtioene statement. The modified
prospective transition method was adopted andrasudt, the income statement includes $60,0006446,000 of expense for stock option
grants for the three and nine months ended Septe3Gb@006, respectively. Prior periods have nenbestated. At September 30, 2006 the
Company had $1.1 million in compensation cost eeldb non-vested awards not yet recognized. Thaswi be recognized over the
remaining vesting period of 4.4 years.

As a result of adopting Statement 123(R) on Janlia?p06, the Company’s income before income taxesnet income for the three months
ended September 30, 2006 are $60,000 and $39,0@0, Iespectively, and the Company’s income befaxes and net income for the nine
months ended September 30, 2006 are $146,000 &d0ERlower, respectively, than if it had contindecccount for stock-based
compensation under Opinion No. 25. Basic and dila@@rnings per share for the three months endewi@bpr 30, 2006 would have
remained unchanged if the Company had not adoptdrent 123(R). For the nine months ended Septedih006 basic earnings per
share would have remained unchanged and dilutedngarper share would have increased to $1.1%iCthmpany had not adopted Stater
123(R).
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The fair value of stock options granted by the Camypwas estimated through the use of the Black{8staption pricing model applying the
following assumptions. There were no stock opticamgs for the three months ended September 30, 200&eptember 30, 2005.

Three months ended Nine months ended
September 30, September 30,
2006 2005 2006 2005
Risk-free interest rat N/A N/A 4.71% 3.94%
Expected option lif¢ N/A N/A 7 year: 6 year
Expected volatility N/A N/A 22% 22%
Expected dividend yiel N/A N/A 3.4% 3.4(%
Weighted average fair value of an option sharetgrhduring
the perioc N/A N/A $ 481 $ 4.0t
Intrinsic value of options exercised during theipai(in
thousands $ 2,89¢ $1,83¢ $ 564¢ $ 5,43¢

Had the compensation costs for the Company’s stptikn plan for the three and nine months endedeBaper 30, 2005 been determined
based on the fair value method, the Compsumgt income and earnings per share would haverledeed to the pro forma amounts indici
below (in thousands, except per share data):

Nine months ende(
Three months ende:

September 30, 200 September 30, 20C
Net income- as reportel $ 4,83( $ 14,65!
Stock-based compensation expense included in egpakt
income, net of related tax effe« — 67
Total stock-based compensation expense determimaet u
the fair value based method, net of related tasct$ a7y (5798
Net stocl-based compensation expense not included in
reported net income, all relating to stock optioargs, ne
of related tax effect a7y (511
Net income- pro forma $ 4,65¢ $ 14,14(
Basic earnings per shal
As reportec $ 0.41 $ 1.24
Pro forma $ 0.4( $ 1.1¢
Diluted earnings per shar
As reportec $ 0.4C $ 1.2C
Pro forma $ 0.3¢ $ 1.1

The Company has established the Amended and Ré€atanFirst Financial Corp. 1997 Incentive Plae (Incentive Plan”) which
authorizes the granting of stock options and awafd@®@mmon stock and the OceanFirst Financial C20p0 Stock Option Plan which
authorizes the granting of stock options. On Ap4i] 2003 the Company’s shareholders ratified amament of the OceanFirst Financial
Corp. 2000 Stock Option Plan which increased thaber of shares available under option. On April2m6, the OceanFirst Financial Corp.
2006 Stock Incentive Plan was approved which aigbsithe granting of stock options or awards of imam stock. All officers, other
employees and Outside Directors of the Companyitaraffiliates are eligible to receive awards untier plans.

Under the Incentive Plan and the Amended 2000 Sbytion Plan the Company is authorized to issuoup153,564 shares subject to op
of which 259,642 shares remain to be issued aeSdyr 30, 2006. Under the 2006 Stock Incentive,RtenCompany is authorized to issue
up to an additional 1,000,000 shares subject timojir, in lieu of options, up to 333,333 sharethia form of stock awards. All options exf.
10 years from the date of grant and generally &ete rate of 20% per year. The exercise priegaoh option is determined by the market
price of the Company'’s stock on the date of grihe Company typically issues Treasury shares tsfgatock option exercises or grants of
stock awards.
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A summary of stock option activity for the nine ntemended September 30, 2006 follows:

Number of Share:

Weighted Average
Exercise Price

Outstanding at beginning of peri 1,732,411 $ 16.9C
Granted 258,80( 23.4:
Exercisec (464,23)) 9.9:
Forfeited (13,72) 22.6:
Outstanding at the end of the per 1,513,24! 20.1¢4
Options exercisabl 1,253,15! $ 19.4¢
The following table summarizes information abowicktoptions outstanding at September 30, 2006:
Options Outstanding Options Exercisable
Weighted Weighted
Average Weighted Average
Number of Remaining Average Exercise Aggregate Number of Remaining Average Exercise Aggregate
Options Contractual Life Price Intrinsic Value Options Contractual Life Intrinsic Value
1,513,24¢ 6.42 year $20.1¢ $3,500,00 1,253,15 5.82 year $19.4¢ $3,500,00

Earnings per Share

The following reconciles shares outstanding foidaad diluted earnings per share for the threerémel months ended September 30, 2006

and 2005 (in thousands):

Three months ended

Nine months ended

September 30, September 30,
2006 2005 2006 2005

Weighted average shares issued net of Treasurgs 12,34t 12,74¢ 12,481 12,85:
Less: Unallocated ESOP she (8049) (939 (837) (9749)

Unallocated incentive award shamed shares held by deferred

compensation pl (76) (77) (19
Average basic shares outstand 11,46 11,79 11,567 11,85¢
Add: Effect of dilutive securitie

Stock option 15C 24C 377

Incentive awards and shares held by defervatbensation pla 74 73 15
Average diluted shares outstand 11,68¢ 12,18 11,88( 12,25:

Comprehensive Income

For the three month periods ended September 3@, 200 2005, total comprehensive income, repreggnthincome plus or minus the
change in unrealized gains or losses on secuatieable for sale amounted to $5,598,000 and $408®, respectively. For the nine months
ended September 30, 2006 and 2005 total comprefeeinsiome amounted to $14,427,000 and $14,062r88pectively.

8
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Note 2. Loans Receivable, Net

Loans receivable, net at September 30, 2006 andrbiaer 31, 2005 consisted of the following (in trends):

Real estate
One- to four-family

Commercial real estate, mi-family and lanc

Constructior
Consume
Commercial
Total loans
Loans in proces
Deferred origination costs, n
Allowance for loan losse
Total loans, ne
Less: Mortgage loans held for s
Loans receivable, ni

Note 3. Deposits

September 30, 20C

$ 1,23544
302,14¢

18,69(

180,60:

48,50¢
1,785,39:
(3,644

5,62¢

(10,41)
1,776,961
62,20¢

$  1,714,76

The major types of deposits at September 30, 2668@&cember 31, 2005 were as follows (in thousands)

Type of Accoun
Nor-interes-bearing
Interes-bearing checkini
Money market depos
Savings

Time deposit:

Note 4. Recent Accounting Pronouncements

September 30, 20C

$ 122,71
385,39(
108,02:
209,08
546,58(

$ 1,371,73

December 31, 20C

$ 1,187,22
281,58
22,73¢
146,91:
61,637
1,700,09:
(7,646)

4 59¢

(10,460
1,686,58:
32,04«

$ 1,654,54

December 31, 200

$ 120,18¢
381,78’
125,16¢
242,68
486,73!

In March 2006, the Financial Accounting Standardaf8 (“FASB”) issued Statement of Financial AccangtStandards (SFAS) No. 156,
“Accounting for Servicing of Financial Assets.” SBANo. 140, “Accounting for Transfers and Servicoid-inancial Assets and
Extinguishments of Liabilities,” establishes, amantiger things, the accounting for all separatetpgmized servicing assets and servicing
liabilities. SFAS No. 156 amends Statement 14@¢tpire that all separately recognized servicingtasand servicing liabilities be initially
measured at fair value, if practicable. This Statehpermits, but does not require, the subsequeasurement of separately recognized
servicing assets and servicing liabilities at f@tue. An entity that uses derivative instrumentmitigate the risks inherent in servicing assets
and servicing liabilities is required to account itose derivative instruments at fair value. Unitiés Statement, an entity can elect subsec
fair value measurement to account for its separagglognized servicing assets and servicing ligdsli By electing that option, an entity may
simplify its accounting because this Statement jterimcome statement recognition of the potentftdeiting changes in fair value of those
servicing assets and servicing liabilities andwdgive instruments in the same accounting peritd Statement is effective in the first fiscal
year beginning after September 15, 2006 with eaaliloption permitted. The Company does not exjecatioption of Statement No. 15€

have a material impact on its financial statements.

In February 2006, the FASB issued SFAS No. 155ctAmting for Certain Hybrid Financial Instrumentar-amendment of FASB
Statements No. 133 and 140.” SFAS No. 155, Accagrfor Certain Hybrid Financial Instruments, alloars entity to re-measure and fair

value a hybrid financial instrument that contains
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an embedded derivative that otherwise would rechiftecation from the host, if the holder irrevobablects to account for the whole
instrument on a fair value basis. Subsequent clsaingée fair value would be recognized in earnirgfatement 155 is effective for financial
instruments acquired or issued after the beginafran entity’s first fiscal year that begins af@gptember 15, 2006, with earlier adoption
permitted. The Company does not expect the adopfi@iatement No. 155 to have a material impadtofinancial statements.

In June 2006, the FASB issued FASB Interpretation48, “Accounting for Uncertainty in Income Taxe$he Interpretation clarifies the
accounting for uncertainty in income taxes recoeghiin an enterprise’s financial statements in ataoce with FASB Statement 109
“Accounting for Income Taxes”. This Interpretatipresents a recognition threshold and measurenteibiét for the financial statement
recognition and measurement of a tax position takesxpected to be taken in a tax return. The pmétation is effective for fiscal years
beginning after December 15, 2006. The Company dotexpect the adoption of Interpretation No. @d&ave a material impact on its
financial statements.

In September 2006, the FASB issued SFAS No. 15if Yrdue Measurements.” This Statement definesvaliue, establishes a framework
for measuring fair value in generally accepted aotiag principles, and expands disclosures abdutvéue measurements. This Statement
applies under other accounting pronouncementsdiaire or permit fair value measurements, the FA8H#ng previously concluded in
those accounting pronouncements that fair valtieeiselevant measurement attribute. Accordinglig, 8tatement does not require any new
fair value measurements. The Statement is effe@ivBscal years beginning after November 15, 286d interim periods within those fiscal
years. The Company does not expect the adopti®iadément No. 157 to have a material impact ofinigsicial statement:

In September 2006, the Securities and Exchange @gsion issued Staff Accounting Bulletin No. 108dnsidering the Effects of Prior Ye
Misstatements when Quantifying Misstatements inr€nurYear Financial Statements” (SAB 108), to adslidiversity in practice in

quantifying financial statement misstatements. SM8B requires that the Company quantify misstatesneased on their impact on each of its
financial statements and related disclosures. SB®8i4 effective as of the end of the Company’s 208l year, allowing a one-time
transitional cumulative effect adjustment to re¢girearnings as of January 1, 2006 for errors tlead wot previously deemed material, but are
material under the guidance in SAB 108. The Compiogs not expect the adoption of SAB 108 to hamvaterial impact on its financial
statements.

Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations
Critical Accounting Policies

Note 1 to the Compar's Audited Consolidated Financial Statements ferybar ended December 31, 2005 included in the GoygpAnnua
Report on Form 10-K for the year ended DecembeRBQ5, as supplemented by this report, containsrarsary of significant accounting
policies. Various elements of these accountingcpesi by their nature, are inherently subject torestion techniques, valuation assumptions
and other subjective assessments. Certain assetaraied in the consolidated statements of firdro@ndition at fair value or the lower of
cost or fair value. Policies with respect to thehmeologies used to determine the allowance fan loases, the valuation of Mortgage
Servicing Rights and judgments regarding securitigmirment are the most critical accounting pekcbecause they are important to the
presentation of the Company’s financial condition aesults of operations, involve a higher degrfemmplexity and require management to
make difficult and subjective judgments which oftequire assumptions or estimates about highly micematters. The use of different
judgments, assumptions and estimates could resoitierial differences in the results of operation8nancial condition. These critic
accounting policies and their application are renid periodically and, at least annually, with thedt Committee of the Board of Directors.

Summary

The Company'’s results of operations are primardgaehdent on net interest income, which is the miffee between the interest income
earned on interest-earning assets, such as lodriev@stments, and the interest expense on intbessing liabilities, such as deposits and
borrowings. The Company also generates non-interesime such as income from loan sales, loan sagsitoan originations, merchant
credit card
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services, deposit accounts, the sale of alternatixestments, trust and asset management servidesther fees. The Company’s operating
expenses primarily consist of compensation and eyegl benefits, occupancy and equipment, markediag, processing and general and
administrative expenses. The Company'’s resultpefations are also significantly affected by gehecanomic and competitive conditions,
particularly changes in market interest rates, gawent policies and actions of regulatory agencies.

Recent increases in short-term interest rates batgaced increases in longerm rates resulting in a flattening and, curreattyinversion, o

the interest rate yield curve. The continuatiom @ifat or inverted yield curve through the remainae2006 is expected to have a negative
impact on the Bank’s results of operations andntetest margin as interest-earning assets, battsland securities, are priced against longer
term indices, while interest-bearing liabilitiesirparily deposits and borrowings, are priced agashsrter-term indices. The Bank has
generally not repriced all core deposits (definedladeposits other than time deposits) at theegaace as market increases in short-term
interest rates. Any upward repricing of core defsosin be expected to have a negative impact oBahk’s results of operations and net
interest margin.

While the Bank continues to focus on growing caepaskits, the rise in interest rates has made icattt of deposit relatively more attractive
as an investment option to the Bank’s depositdng. Bank has generally repriced certificates of dgpmwards in line with market rates
while core deposit repricing has lagged the risghiort-term rates. As competition for core depdsits intensified, some of the Bank’s
competitors have aggressively raised their cor@siepricing. In light of these trends, the Bankarled growth in certificates of deposit
during the nine months of 2006 while core depaaifbces declined.

The Bank opened its new Barnegat branch in May 20@bexpects to open a new branch in Little Egdobiain the fourth quarter of 2006.
Additionally, the Bank plans to open at least tveavrbranches in 2007. Finally, the BasikVhiting branch was relocated to a more conve
and prominent location in July 2006. While the oréd branch remains open, the Bank anticipatesttiigtocation will eventually close.

Analysis of Net Interest Income

Net interest income represents the difference batvicome on intere-earning assets and expense on interest-bearhititiées. Net interest
income depends upon the relative amounts of inte@®ing assets and interest-bearing liabilities the interest rate earned or paid on them.
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The following tables set forth certain informatigating to the Company for the three and nine im®ehded September 30, 2006 and 2005.
The yields and costs are derived by dividing incamexpense by the average balance of assetdiitiés, respectively, for the periods
shown except where noted otherwise. Average batasueederived from average daily balances. Thelyiahd costs include certain fees
which are considered adjustments to yields.

FOR THE QUARTERS ENDED SEPTEMBER 30,

2006 2005
AVERAGE AVERAGE
AVERAGE YIELD/ AVERAGE YIELD/
BALANCE INTEREST COST BALANCE INTEREST COST

(Dollars in thousands)
Assets
Interes-earnings asset
Interest-earning deposits and short-term

investments $ 896( $ 117 522% $ 884t $ 76 3.44%
Investment securities (: 83,91" 1,21z 5.7¢ 85,97¢ 887 413
FHLB stock 25,94( 35C 5.4C 19,59¢ 24¢€ 5.0z
Mortgage-backed securities ( 74,67¢ 812 4.3t 100,54¢ 897 3.57
Loans receivable, net ( 1,806,06! 27,82¢ 6.1€ 1,663,15 24,22: 5.8t

Total interes-earning asset 1,999,55 30,31¢ 6.0€ 1,878,12 26,32¢ 5.61
Non-interes-earning assef 99,14 99,49
Total asset $2,098,70! $1,977,62

Liabilities and Stockholders’ Equity
Interes-bearing liabilities:

Transaction deposi $ 703,98t 3,03¢ 1.7¢ $ 749,48t 2,19¢ 1.17
Time deposit: 557,09: 5,90( 4.2¢4 489,41. 3,86: 3.1¢€
Total 1,261,07! 8,93¢ 2.84 1,238,89' 6,05¢ 1.9¢
Borrowed funds 567,00« 6,91¢ 4.8¢ 459,73t 4,862 4.2%
Total interes-bearing liabilities 1,828,08; 15,851 3.4i 1,698,63! 10,91¢ 2.51
Non-interes-bearing deposit 124,99¢ 127,71
Non-interes-bearing liabilities 12,89¢ 16,46¢
Total liabilities 1,965,97 1,842,82.
Stockholder' equity 132,72 134,79¢
Total liabilities and stockholde’ equity $2,098,70 $1,977,62
Net interest incom $ 14,45¢ $ 15,41(
Net interest rate spread ( 2.5¢% 3.0%
Net interest margin (4 2.8% 3.2&%
FOR THE NINE MONTHS ENDED SEPTEMBER 30,
2006 2005
AVERAGE AVERAGE
AVERAGE YIELD/ AVERAGE YIELD/
BALANCE INTEREST cosT BALANCE INTEREST cosT

(Dollars in thousands)
Assets
Interes-earnings asset
Interest-earning deposits and short-term

investments $ 8,706 $ 31t 482% $ 12,23: $  26¢ 2.92%
Investment securities (. 84,48( 3,88( 6.12 86,27: 2,88 4.4
FHLB stock 24,28¢ 907 4.9¢ 19,92: 64¢ 4.3¢
Mortgage-backed securities (C 79,50¢ 2,51¢ 4.2z 111,28t 2,95¢ 3.5t
Loans receivable, net ( 1,751,64. 79,05! 6.0z 1,600,56. 68,75: 5.7

Total interes-earning asset 1,948,62. 86,67 5.9:¢ 1,830,271 75,51( 5.5(C
Non-interes-earning assef 96,51¢ 101,04¢
Total asset $2,045,14 $1,931,32.

Liabilities and Stockholders’ Equity
Interes-bearing liabilities:

Transaction deposi $ 717,19 8,54¢ 1.5¢ $ 733,54t 5,52¢ 1.0C
Time deposit: 531,55 15,49¢ 3.8¢ 479,62 10,54¢ 2.95
Total 1,248,75. 24.,04( 2.57 1,213,117 16,07« 1.7

Borrowed funds 526,26¢ 18,34 4.65 448,78 13,92: 4.14




Total interes-bearing liabilities 1,775,01 42,38: 3.1¢ 1,661,95! 29,99¢ 2.41

Non-interes-bearing deposit 124,50t 119,23t
Non-interes-bearing liabilities 11,56 15,117
Total liabilities 1,911,08 1,796,31
Stockholder equity 134,05. 135,01.
Total liabilities and stockholde’ equity $2,045,14 $1,931,32.
Net interest incom $ 44,28t¢ $ 45,51t
Net interest rate spread ( 2.75% 3.0¢%
Net interest margin (4 3.05% 3.32%

(1) Amounts are recorded at average amortized

(2) Amountis net of deferred loan fees, undisbditean funds, discounts and premiums and estimassdallowances and includes loans
held for sale and n«-performing loans

(3) Netinterest rate spread represents the differbatgeen the yield on intere-earning assets and the cost of intebearing liabilities
(4) Net interest margin represents net interest incdivided by average intere-earning asset
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Comparison of Financial Condition at September 302006 and December 31, 2005
Total assets at September 30, 2006 were $2.078hiin increase of $87.8 million, compared to 8%.Billion at December 31, 2005.

Loans receivable, net increased by $60.2 millioa lalance of $1.715 billion at September 30, 2606)pared to a balance of $1.655 billion
at December 31, 2005. Most of the increase wasensumer loans. Mortgage loans held for sale inec&80.2 million to a balance of $62.2
million at September 30, 2006 compared to a balaf&32.0 million at December 31, 2005. The incecascurred at Columbia Home Loans,
which reestablished its wholesale alternative credit chedaeng 2006. This production channel was advgrsapacted in mid 2005 by st:
turnover.

Deposit balances increased $15.2 million to $1[#0®dn at September 30, 2006 from $1.357 billidrDecember 31, 2005. Core deposits
decreased by $44.7 million, while time depositseased by $59.8 million.

Total Federal Home Loan Bank (“FHLB”) borrowingsnsisting of securities sold under agreementsgorahase and advances, increased
$48.3 million to $462.2 million at September 30p@0compared to a balance of $413.9 million at Drédwr 31, 2005. The increase was used
to fund loan growth. Other borrowings increased.$illion to $17.5 million at September 30, 20@8npared to a balance of $5.0 millior
December 31, 2005. These borrowings were issuédeb@ompany to primarily fund the repurchase of cam stock.

Stockholders’ equity at September 30, 2006 deccets$137.0 million, compared to $138.8 millionDecember 31, 2005. The Company
repurchased 669,604 shares of common stock durengine months ended September 30, 2006 at ectitabf $15.3 million. The cost of tl
share repurchases was partly offset by net incpneegeds from stock option exercises and the eeltatebenefit, and Employee Stock
Ownership Plan amortization.

Comparison of Operating Results for the Three and ke Months Ended September 30, 2006 and Septembed, 2005
General

Net income increased to $4.9 million for the thme@nths ended September 30, 2006 as compared torifld® for the same prior ye:
period. Net income for the nine months ended Seipéer80, 2006 decreased to $14.1 million, as condp@ar&14.7 million for the same prior
year period. Diluted earnings per share increas&d4? for the three months ended September 3@, 280compared to $.40 for the sg

prior year period. Diluted earnings per share liernine months ended September 30, 2006 decrea$adlB as compared to $1.20 for the
same prior year period. Earnings per share is #blpraffected by the Company’s share repurchasgrano, which reduces the average
diluted shares outstanding.

Interest Income

Interest income for the three and nine months eisdgdember 30, 2006 was $30.3 million and $86.%anjlrespectively, compared to $26.3
million and $75.5 million, respectively, for thertfe and nine months ended September 30, 2005.i&ldeoy interesearning assets increas
to 6.06% and 5.93%, respectively, for the threerdind months ended September 30, 2006 as compaBedit% and 5.50%, respectively, for
the same prior year periods. Average inteessting assets increased by $121.4 million and 8lhdlion, respectively, for the three and n
months ended September 30, 2006 as compared sarie prior year periods. The growth was concemntiataverage loans receivable wh
grew $142.9 million, or 8.6%, for the three montinsled September 30, 2006, as compared to the s&anggar period. For the nine months
ended September 30, 2006 average loans receivaigased $151.1 million, or 9.4%, as comparedes#me prior year period.

Interest Expense

Interest expense for the three and nine monthsde8dptember 30, 2006 was $15.9 million and $42ldomj respectively, compared to $1(
million and $30.0 million, respectively, for thertie and nine months ended
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September 30, 2005. The cost of interest-bearaflilies increased to 3.47% and 3.18% for thedlaed nine months ended September 30,
2006, as compared to 2.57% and 2.41%, respectivellie same prior year periods. Average interesiring liabilities increased by $129.4
million and $113.1 million, respectively, for therée and nine months ended September 30, 2006vgsaced to the same prior year periods.
The growth occurred in average borrowed funds whiglw $107.3 million and average interbstring deposits which grew $22.2 million
the three months ended September 30, 2006 as cedwathe same prior year period. For the nine hwahded September 30, 2006 ave
borrowed funds increased $77.5 million and avemtggest-bearing deposits increased $35.6 milloo@npared to the same prior year
period.

Net Interest Incom

Net interest income for the three and nine montited September 30, 2006 decreased to $14.5 melhidr44.3 million, respectively,
compared to $15.4 million and $45.5 million, redpedy, in the same prior year periods. The netriest margin decreased to 2.89% and
3.03%, respectively, for the three and nine moetided September 30, 2006 from 3.28% and 3.32%xcbeely, in the same prior year
periods. The rise in short-term interest ratestapdlattening or inversion of the interest ratelgicurve caused the increase in the cost of
interest-bearing liabilities to outpace the incesmsthe yield on interest-earning assets.

Provision for Loan Losses

For the three and nine months ended Septembe086, the Bank’s provision for loan losses was $80,8nd $100,000, respectively,
compared to $100,000 and $350,000, respectivelpersame prior year periods. Although total logatzivable increased, net chawgfés for
the nine months ended September 30, 2006 decr&a$480,000 as compared to $628,000 for the sameywar period.

Other Income

Other income was $6.6 million and $17.6 milliorspectively, for the three and nine months endede®dper 30, 2006, compared to $6.3
million and $18.1 million for the same prior yearjpds. For the three and nine months ended Septedh 2006, the Bank recorded gain
$3.5 million and $8.5 million, respectively, on thale of loans and securities available for salecmpared to gains of $3.5 million and $1
million, respectively, in the same prior year pdeoLoans sold for the three month period endede®gper 30, 2006 increased to $245.7
million from $212.4 million in the same prior ygaeriod. Loans sold for the nine month period enBlegtember 30, 2006 decreased to $5
million from $538.7 million in the same prior yegaeriod. Most of the decline in sales volume for tivee month period ended September 30,
2006 occurred at Columbia Home Loans during tret fjuarter of 2006. The decline experienced ati@bia was partly reflective of declin
experienced industry-wide. In light of continuingegsure on volume and margins, Columbia implemepigats to consolidate lending
channels to a more centralized platform designechpwove efficiency and reduce operating costse#sected, the consolidation temporarily
reduced lending capacity and adversely impacteddhene of loan sales. Additionally, staff turnoweithe wholesale alternative credit
channel adversely affected sales volume. Duringéwtend quarter of 2006 Columbia re-establisheavtimesale alternative credit channel
and sales volume was restored to exceed priorlgeals, for the second and third quarters.

Fees and service charges increased $271,000 aBD$87 respectively, for the three and nine moetided September 30, 2006, as
compared to the same prior year periods primagiigted to increases in fees generated from revessgyage loans, a new emphasis for the
Bank, as well as fees from title insurance and sasvices.

Operating Expenses

Operating expenses were $13.5 million and $40.Ramjlrespectively, for the three and nine monthdesl September 30, 2006, as compared
to $14.2 million and $40.7 million, respectively,the same prior year periods. The decrease iratipgrexpenses was due to reduced
incentive plan accruals and loan-related marketixgense reductions.
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Provision for Income Taxes

Income tax expense was $2.6 million and $7.5 mmilli@spectively, for the three and nine months dr&@&ptember 30, 2006, as compared to
$2.6 million and $7.9 million, respectively, foretlsame prior year periods. The effective tax ratzehsed slightly to 34.6% for both the three
and nine months ended September 30, 2006 as counipa8.0% for both the same prior year periods.

Liquidity and Capital Resources

The Bank’s primary sources of funds are depositacipal and interest payments on loans and moegdsgked securities, proceeds from the
sale of loans, FHLB and other borrowings and, lesaer extent, investment maturities. While schediaimortization of loans is a predictable
source of funds, deposit flows and mortgage pregaysnare greatly influenced by general intereststaconomic conditions and
competition. The Bank has other sources of liquidia need for additional funds arises, includimgs of credit and FHLB advances.

At September 30, 2006 the Bank had outstandingnigtetr borrowings from the FHLB of $47.2 million asmpared to $51.9 million in
overnight borrowings at December 31, 2005. The Bailizes the overnight line from time-to-time torfd short-term liquidity needs. The
Bank had total FHLB borrowings, including overnigiarrowings, of $462.2 million at September 30, &04h increase from $413.9 million
at December 31, 2005. The increase in borrowingsusad to fund loan growth.

The Bank’s cash needs for the nine months endet@®@bpr 30, 2006, were primarily satisfied by pratipayments on loans and mortgage-
backed securities, increased deposits and borre@wng proceeds from the sale of mortgage loansfbekale. The cash was principally
utilized for loan originations and the repurchabeammon stock. For the nine months ended SepteBhet005, the cash needs of the Bank
were primarily satisfied by principal payments oars and mortgage-backed securities, increasedittepad proceeds from the sale of
mortgage loans held for sale. The cash providedpniasipally used for the origination of loans,ealuction in total borrowings and the
repurchase of common stock.

In the normal course of business, the Bank routieaters into various off-balance sheet commitmearimarily relating to the origination
and sale of loans. At September 30, 2006, outstgnmbmmitments to originate loans totaled $185 liani outstanding unused lines of
credit totaled $184.9 million; and outstanding coitnments to sell loans totaled $70.8 million. ThenB&xpects to have sufficient funds
available to meet current commitments arising @ribrmal course of business.

Time deposits scheduled to mature in one yearssrtigtaled $436.3 million at September 30, 2008eBaipon historical experience
management estimates that a significant portisuoh deposits will remain with the Bank.

Under the Company'’s stock repurchase programsestudrOceanFirst Financial Corp. common stock neagurchased in the open market
and through other privately-negotiated transactiémasn time-to-time, depending on market conditiofise repurchased shares are held as
treasury stock for general corporate use. For ithe months ended September 30, 2006, the Compankigeed 669,604 shares of common
stock at a total cost of $15.3 million comparedwitirchases of 611,566 shares for the nine momtthsdeSeptember 30, 2005 at a total cost
of $14.1 million. At September 30, 2006, there w28e¢080 shares remaining to be repurchased uneexikting stock repurchase progran
new repurchase program, the Company’s thirteerdls,amnounced on July 20, 2006. Under this 5% rlpsecprogram, an additional
615,883 shares are available for repurchase. Gagledds declared and paid during the first nineathe of 2006 were $6.9 million, a
decrease from $7.1 million from the same prior y&aiod due to the reduction in common shares autistg. On October 18, 2006, the
Board of Directors declared a quarterly cash diwitlef twenty cents ($.20) per common share. Thieleind is payable on November 10,
2006 to stockholders of record at the close ofrimgs on October 27, 2006.

The primary sources of liquidity for OceanFirst &icial Corp., the holding company of OceanFirstkBame capital distributions from the
banking subsidiary and the issuance of debt instnisn For the first nine months of 2006, OceanfFisancial Corp. received $8.0 million in
dividend payments from OceanFirst Bank. The Compdsy received $12.5 million from the issuancerest preferred securities. The trust
preferred securities carry a floating rate of 1@8ié points over 3 month LIBOR and adjust quarteékiycrued interest is due quarterly with
principal due at the maturity date in 2036. Thenary use of these funds is the repurchase of
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common stock and the payment of dividends to sludehs. The Company’s Board of Directors has apgudbhe issuance of up to an
additional $12.5 million of Tier Il capital in tHerm of trust preferred securities or subordinatetit. OceanFirst Financial Corp.’s ability to
continue these activities is partly dependent ugapital distributions from OceanFirst Bank. AppbtaFederal law or the Bank’s regulator,
may limit the amount of capital distributions OcEBast Bank may make.

At September 30, 2006, the Bank exceeded all sédgslatory capital requirements with tangible talpf $138.8 million, or 6.7% of total
adjusted assets, which is above the required &E\&31.1 million or 1.5%; core capital of $138.8llioh or 6.7% of total adjusted assets,
which is above the required level of $62.3 million,3.0%; and risk-based capital of $148.9 million11.2% of riskweighted assets, which
above the required level of $106.7 million or 8.0Pke Bank is considered a “well-capitalized” ingiibn under the Office of Thrift
Supervision’s Prompt Corrective Action Regulations.

Off-Balance-Sheet Arrangements and Contractual Obtations

In the normal course of operations, the Bank engiaga variety of financial transactions that, ac@dance with generally accepted
accounting principles, are not recorded in therfgial statements. These transactions involve, tgivg degrees, elements of credit, interest
rate, and liquidity risk. Such transactions aredu®e general corporate purposes or for customedsieCorporate purpose transactions are
used to help manage credit, interest rate, andlitgurisk or to optimize capital. Customer tranags are used to manage customezgquest
for funding. These financial instruments and commeitts include unused consumer lines of credit angheitments to extend credit. The
Bank also has outstanding commitments to sell leaamsunting to $70.8 million.

The following table shows the contractual obligati@f the Company by expected payment period &epfember 30, 2006 (in thousands):

Less than More than
Contractual Obligation Total One year 1-3 years 3-5 years 5 years
Debt Obligations $534,75( $180,25( $224,00( $113,00( $17,50(
Commitments to Originate Loal $185,54° $185,54°
Commitments to Fund Unused Lines of Cr¢ $184,93¢ $184,93¢

Debt obligations include borrowings from the FHLScurities Sold under Agreements to Repurchasetied borrowings. The borrowings
have defined terms and, under certain circumsta$&Es0 million of the borrowings are callable lz bption of the lender.

Commitments to originate loans and commitmentsitol funused lines of credit are agreements to kemdcustomer as long as there is no
violation of any condition established in the cawtr Commitments generally have fixed expiratiotedar other termination clauses and may
require payment of a fee. Since some of the comemtmare expected to expire without being drawmugiee total commitment amounts do
not necessarily represent future cash requirem&hesBank’s exposure to credit risk is represebiethe contractual amount of the
instruments.
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Non-Performing Assets
The following table sets forth information regamglithe Bank’s non-performing assets consisting ofaccrual loans and Real Estate Owned
(“REQO"). It is the policy of the Bank to cease adog interest on loans 90 days or more past due thie process of foreclosure.

September 3C December 31

2006 2005
(dollars in thousands)
Non-accrual loans

Real estat- One- to four-family $ 1,78¢ $ 1,08¢
Commercial Real Esta 42¢ —
Consume 221 29¢
Commercial 1,26¢€ 212
Total nor-performing loan: 3,69¢ 1,59t
REO, net 28¢ 27¢
Total nor-performing assel $ 3,98 $ 1,87
Allowance for loan losses as a percent of totahso@@ceivabl .58% .62%
Allowance for loan losses as percent of total-performing loan: 281.4¢ 655.8(
Non-performing loans as a percent of total loans redsa 21 .08
Non-performing assets as a percent of total a: A8 .0¢

The Bank also classifies assets in accordanceositiain regulatory guidelines. At September 30,620@ Bank had $19.2 million designated
as Special Mention, $5.0 million classified as Sabdard and $95,000 classified as Doubtful as coetp® $15.5 million, $2.2 million and
$59,000, respectively, designated as Special Memtial classified as Substandard and Doubtful aeDéer 31, 2005. On September 30,
2006, the Bank had one loan for a total of $1.3ioniloutstanding to Dwek Branches, LLC, an entityizolled by Solomon Dwek, a local
real estate developer. On May 3, 2006, PNC BankipNa Association, commenced an action againstvek and certain of his affiliates

in the Superior Court of New Jersey, Chancery DovisMonmouth County (PNC Bank, National AssocSelomon Dwek et al., Docket Ni
Mon-C-133-06), to recover funds allegedly impropéransferred by Mr. Dwek from PNC. The Court issa® Order to Show Cause
restraining Mr. Dwek from transferring or in anyywissipating his various assets, and subsequapfiginted a fiscal agent to, among other
things, monitor and preserve the value of the assfdvir. Dwek and his affiliates. This report igimpincluded in this quarterly report due to
the media attention surrounding Mr. Dwek and taifylahe Bank’s business relationship with Mr. Dwélhe loan to Dwek Branches LLC is
secured by commercial real estate and has beegndésil as Special Mention, although the loan caasno perform according to terms.
During the third quarter, a second loan to DweknBhees, LLC for $1.8 million, which had been clagsifas Substandard, was sold to a real
estate investor at no loss to the Bank.

Private Securities Litigation Reform Act Safe Harba Statement

In addition to historical information, this quattereport contains certain forward-looking statetsemhich are based on certain assumptions
and describe future plans, strategies and expextatif the Company. These forward-looking statemarg generally identified by use of the
words “believe,” “expect,” “intend,” “anticipate;estimate,” “project,” or similar expressions. TGempany’s ability to predict results or the
actual effect of future plans or strategies is iehély uncertain. Factors which could have a materiverse effect on the operations of the
Company and the subsidiaries include, but areimiteld to, changes in interest rates, general animoonditions, legislative/regulatory
changes, monetary and fiscal policies of the U.@&@Bnment, including policies of the U.S. Treasamng the Board of Governors of the
Federal Reserve System, the quality or composifdhe loan or investment portfolios, demand farligroducts, deposit flows, competition,
demand for financial services in the Company’s retgkea and accounting principles and guideliness@ risks and uncertainties should be

considered in evaluating forward-looking statememid
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undue reliance should not be placed on statemEhesCompany does not undertake—and specificallylalims any obligation—to publicly
release the result of any revisions which may bdema any forward-looking statements to reflectrésy®r circumstances after the date of
such statements or to reflect the occurrence @tipated or unanticipated events. Further desaotiptif the risks and uncertainties to the
business are included in Item 1, Business and 1t&nRisk Factors of the Company’s 2005 Form 10-K.

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk

The Company'’s interest rate sensitivity is monitbilerough the use of an interest rate risk (“IRRdel. At March 31, 2006 the Company
adopted a new interest rate risk model which iseteul to provide improved modeling capabilitiese Tiew model allows for greater
disaggregation of data elements, enhanced loamypmegnt modeling and greater flexibility. The followy tables set forth the amounts of
interest-earning assets and intetasaring liabilities outstanding at September 3@&28nd December 31, 2005, which were anticipatetthé
Company, based upon certain assumptions, to reprigeture in each of the future time periods shoe Company’s results for
December 31, 2005 have been restated for companatifposes using the new IRR model. At Septemhbe2@W6 the Company’s one-year
gap was negative 1.24% as compared to positivéd dtDecember 31, 2005.

More than More than More than
3 Months 3 Months to 1 Year to 3 Years to More than
At September 30, 2006 or Less 1 Year 3 Years 5 Years 5 Years Total
(dollars in thousands)
Interes-earning assets: (.
Interest-earning deposits and short- term
investments $16,47C $ — $ — $ — $ — $ 16,47(
Investment securitie 75,61¢ — 28¢ — 6,652 82,55¢
FHLB stock — — — — 24,63« 24,63¢
Mortgagebacked securitie 11,14« 14,66: 29,09: 11,73¢ 6,01¢ 72,65t
Loans receivable (< 325,11 293,28 554,03t 292,90: 316,40: 1,781,74
Total interes-earning asse! 428,34 307,95:; 583,41t 304,64 353,70t 1,978,06.
Interes-bearing liabilities:
Money market deposit accout 4,91( 14,73( 39,28: 49,10: — 108,02.
Savings accoun 11,49( 28,22 75,25¢ 94,06 — 209,03:
Interes-bearing checking accour 17,51¢ 52,55 140,14( 175,17¢ — 385,39(
Time deposit: 101,37! 337,23 87,95/ 16,97 3,04¢ 546,58
FHLB advance:! 55,20( 70,00( 275,00( 28,00( — 428,20(
Securities sold under agreements to repurc 55,05( — 34,00( — — 89,05(
Other borrowing 12,50( — — — 5,00( 17,50(
Total interes-bearing liabilities 258,04 502,73t 651,62¢ 363,32( 8,04¢ 1,783,77.
Interest sensitivity gap (< $170,30:  $(194,78)  $(68,219) $ (58,679  $345,66: $ 194,28¢
Cumulative interest sensitivity gi $170,30: $ (24,48) $(92,699  $(151,37)  $194,28¢ $ 194,28!
Cumulative interest sensitivity gap as a percenbia
interes- earning asse 8.61% (1.24%) (4.6%) (7.65%) 9.82% 9.82%
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More than More than More than
3 Months 3 Months to 1 Year to 3 Yearsto £ More than
At December 31, 2005 or Less 1 Year 3 Years Years 5 Years Total
(dollars in thousands)
Interes-earning assets: (.
Interest-earning deposits and short- term
investments $ 514 $ — $ — $ — $ — $ 5,14«
Investment securitie 75,72¢ 2,38¢ — — 6,471 84,58
FHLB stock — — — 21,79. 21,79
Mortgage-backed securitie 18,28¢ 16,31« 24,84: 22,43t 4,491 86,37(
Loans receivable (z 274,23( 357,15¢ 559,50 275,40( 226,16: 1,692,45:
Total interes-earning asset 373,39: 375,85t 584,34. 297,83! 258,91 1,890,34.
Interes-bearing liabilities:
Money market deposit accour 5,69( 17,06¢ 45,51¢ 56,89« — 125,16
Savings accoun 11,00¢ 33,59: 88,04: 110,05: — 242,68¢
Interes-bearing checking accour 17,40¢ 52,22¢ 139,26¢ 172,88t — 381,78
Time deposit: 93,84¢ 230,10¢ 134,03: 21,78¢ 6,971 486,73!
FHLB advance: 80,90( 74,00( 115,00( 70,00( 15,00( 354,90(
Securities sold under agreements to repurc 54,28¢ — 56,00( 3,00( — 113,28
Other borrowing — — — — 5,00( 5,00(
Total interes-bearing liabilities 263,13¢ 406,98 577,85¢ 434,61! 26,97 1,709,56!
Interest sensitivity gap (¢ $110,25: $(31,13) $ 6,48¢  $(136,78()  $231,94¢ $ 180,77.
Cumulative interest sensitivity gi $110,25: $ 79,127 $ 85,60, $ (51,17)  $180,77¢ $ 180,77.
Cumulative interest sensitivity gap as a percenotaf
interes- earning asse 5.82% 4.1% 4.53% (2.71%) 9.5€% 9.5€6%

(1) Interest-earning assets are included in thegén which the balances are expected to be regledland/or repriced as a result of
anticipated prepayments, scheduled rate adjustmemdscontractual maturitie

(2) For purposes of the gap analysis, loans reb&hiacludes loans held for sale and non-perfornhiags gross of the allowance for loan
losses, unamortized discounts and deferred loan

(3) Interest sensitivity gap represents the differdretgveen intere-earning assets and intei-bearing liabilities

Additionally, the table below sets forth the Comyarexposure to interest rate risk as measurethéyhange in net portfolio value (“NPV”)
and net interest income under varying rate shoslaf &eptember 30, 2006 and December 31, 2003néihods used to measure interest rate
sensitivity involve the use of assumptions, whiciyrtend to oversimplify the manner in which actyialds and costs respond to changes in
market interest rates. The Company’s interestsamsitivity should be reviewed in conjunction witle financial statements and notes thereto
contained in the Company’s Annual Report for tharyended December 31, 2005.

September 30, 2006 December 31, 2005

Net Portfolio Value Net Interest Income Net Portfolio Value Net Interest Income
Change in Interest Rates in NPV NPV
Basis Points (Rate Shock) Amount % Change Ratio Amount % Change Amount % Change Ratio Amount % Change
(dollars in thousands)
200 $170,75.  (17.9)% 8.7% $56,74" (2.7% $188,42:  (12.6% 10.% $60,21" 0.4%
100 191,34: (75) 9.5  57,83¢ (0.) 205,59 (4.6) 10  60,55( 1.C
Static 206,83t — 10.C 58,301 — 215,47¢ — 10.€ 59,95: —
(100) 209,63 1.4 100 57,62 (1.2) 212,43 (1.4 10.€  58,00: (3.9
(200) 194,55! (5.9 9.3 5431 (6.9  195,47¢ (9.9 9.8  54,00¢ (9.9

Iltem 4. Controls and Procedures

The Company’s management, including the Companyreipal executive officer and principal financficer, have evaluated the
effectiveness of the Company’s “disclosure contesld procedures,” as such term is defined in RB#& 15(e) promulgated under the
Securities Exchange Act of 1934, as amended, Exetfange Act”). Based upon their evaluation, thiegipal executive officer and principal
financial officer concluded that, as of the endhaf period covered by this report, the Companyssidsure controls and procedures were
effective for the purpose of ensuring that the finfation required to be disclosed in the reports i Company files or submits under the
Exchange Act with the SEC (1) is recorded, proaissemmarized and reported within the time pergpicified in the SEC’s rules and
forms, and (2) is accumulated and communicatebdedompany’s
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management, including its principal executive aridgipal financial officers, as appropriate to alltimely decisions regarding required
disclosure. In addition, based on that evaluatimnchange in the Company’s internal control oveafficial reporting occurred during the
quarter ended September 30, 2006 that has mayeafédicted, or is reasonably likely to materialffeat, the Company’s internal control over
financial reporting.

PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

The Company is not engaged in any legal proceedifigsnaterial nature at the present time. Frone tiotime, 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 conditamresults of operations.

Item 1A. Risk Factors
No material change

Item 2. Unregistered Sales of Equity Securities andse of Proceeds
Information regarding the Company’s common stoglurehases for the three month period ended Septe3ob2006 is as follows:

Total Number of Maximum Number
Shares Purchased ¢ of Shares that May
Total Number of Part of Publicly Yet Be Purchased
Shares Average price Announced Plans o Under the Plans ot

Period Purchased (1) Paid per Share Programs Programs
July 1, 2006 through July 31, 20 0 — 0 140,43t
August 1, 2006 through August 31, 2C 110,13¢ 21.41 10,00( 130,43¢
September 1, 2006 through September 30, . 104,35¢ 21.9i 104,35t 26,08(

(1) Includes 100,133 shares in August 2006 which reprteshares tendered by employees to exercise sptics.

On October 19, 2005, the Company announced itatioteto repurchase up to an additional 636,036eshar 5%, of its outstanding comn
stock. On July 20, 2006, the Company announcedtgsation to repurchase up to an additional 615&8&8es, or 5%, of its outstanding
common stock upon completion of the existing progra

Item 3. Defaults Upon Senior Securities
Not Applicable

Item 4. Submission of Matters to a Vote of Securityolders
Not Applicable

Item 5. Other Information
Not Applicable
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Item 6. Exhibits
Exhibits:

3.1 Certificate of Incorporation of OceanFirst Finah&Garp.*

3.2 Bylaws of OceanFirst Financial Corp.

4.C Stock Certificate of OceanFirst Financial Cor
31.1 Rule 13i-14(a)/15+-14(c) Certification of Chief Executive Offici
31.2 Rule 13i-14(a)/15+14(c) Certification of Chief Financial Offict
32.C Section 1350 Certificatior

* Incorporated herein by reference into this docotrieom the Exhibits to Form S-1, Registration 8baént, effective May 13, 1996, as
amended, Registration No.-80123.

**  Incorporated herein by reference into this docunfreamh the Exhibit to Form 1-K, Annual Report, filed on March 25, 20(

SIGNATURES

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

OceanFirst Financial Cor
Registran

DATE: November 8, 2006 /s/ John R. Garbarino
John R. Garbarin
Chairman of the Board, Preside
and Chief Executive Office

DATE: November 8, 2006 /s/ Michael J. Fitzpatrick
Michael J. Fitzpatricl
Executive Vice President a
Chief Financial Office
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Exhibit Index
Exhibit Description
31.1 Rule 13i-14(a)/15(-14(c) Certification of Chief Executive Offici
31.2 Rule 13i-14(a)/15+-14(c) Certification of Chief Financial Offic
32.C Section 1350 Certificatior
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Exhibit 31.1

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, John R. Garbarino, certify that:
1. | have reviewed this quarterly report on Forn-Q of OceanFirst Financial Corj

2. Based on my knowledge, this quarterly report dagscantain any untrue statement of a materialdactmit to state a material f:
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this quarterlpre

3. Based on my knowledge, the financial statemeamd,other financial information included in thisagterly report, fairly present in
all material respects the financial condition, issaf operations and cash flows of the registesnof, and for, the periods
presented in this quarterly repc

4.  The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13¢ 15(f) and 15¢ 15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduresused such disclosure controls to be designddr our supervision,
to ensure that material information relating to tlgistrant, including its consolidated subsidigiris made known to us by
others within those entities, particularly durithg tperiod in which this quarterly report is beinggared

b. Designed such internal control over financiglaing or caused such internal control over finaneporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C. Evaluated the effectiveness of the registradislosure controls and procedures and presentiisiguarterly report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by this
quarterly report based on such evaluation;

d. Disclosed in this quarterly report any changtharegistrant’s internal control over financieporting that occurred during
the registrant’s most recent fiscal quarter (thgsteant’s fourth fiscal quarter in the case ofammual report) that has
materially affected, or is reasonably likely to evally affect, the registra’s internal control over financial reportir

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitac@mmittee of registrant’s board of directors pa@rsons performing the
equivalent function)

a. All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summasiad report financial
information; anc

b. Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

Date: November 8, 2006 /s/ John R. Garbarino
John R. Garbarin
Chief Executive Office
(principal executive officer
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Exhibit 31.Z

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Michael J. Fitzpatrick, certify that:
1. | have reviewed this quarterly report on Forn-Q of OceanFirst Financial Corj

2. Based on my knowledge, this quarterly report dagscantain any untrue statement of a materialdactmit to state a material f:
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this quarterlpre

3. Based on my knowledge, the financial statemeamd,other financial information included in thisagterly report, fairly present in
all material respects the financial condition, issaf operations and cash flows of the registesnof, and for, the periods
presented in this quarterly repc

4.  The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13¢ 15(f) and 15¢ 15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduresused such disclosure controls to be designddr our supervision,
to ensure that material information relating to tlgistrant, including its consolidated subsidigiris made known to us by
others within those entities, particularly durithg tperiod in which this quarterly report is beinggared

b. Designed such internal control over financiglaing or caused such internal control over finaneporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C. Evaluated the effectiveness of the registradislosure controls and procedures and presentiisiguarterly report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by this
quarterly report based on such evaluation;

d. Disclosed in this quarterly report any changtharegistrant’s internal control over financieporting that occurred during
the registrant’s most recent fiscal quarter (thgsteant’s fourth fiscal quarter in the case ofammual report) that has
materially affected, or is reasonably likely to evally affect, the registra’s internal control over financial reportir

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitac@mmittee of registrant’s board of directors pa@rsons performing the
equivalent function)

a. All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summasiad report financial
information; anc

b. Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

Date: November 8, 2006 /sl Michael J. Fitzpatrick

Michael J. Fitzpatricl
Chief Financial Office
(principal financial officer’
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Exhibit 32.(

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADDED BY SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Oceasfinancial Corp. (the “Company”) on Form 10-Q tlee period ending September 30,
2006 as filed with the Securities and Exchange Csion on the date hereof (the “Report”), the usigred certify, pursuant to 18 U.S.C.
81350, as added by §906 of the Sarbanes-Oxley {&0@?, that:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

2. To my knowledge the information contained in the@&e fairly presents, in all material respects, fihancial condition and resul
of operations of the Company as of and for thegaecovered by the Repo

/s/ John R. Garbarino
John R. Garbarin
Chief Executive Office
November 8, 200

/sl Michael J. Fitzpatrick
Michael J. Fitzpatricl
Chief Financial Office
November 8, 200
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