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Item 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
FINANCIAL SUMMARY

At or for the Quarter Ende

(dollars in thousands, except per share amol March 31, 201 December 31, 20:
SELECTED FINANCIAL CONDITION DATA

Total asset $2,303,71 $ 2,269,22i
Loans receivable, ni 1,501,36: 1,523,20!
Deposits 1,740,29. 1,719,67
Stockholder equity 219,55 219,79:
SELECTED OPERATING DATA :

Net interest incom 17,18¢ 18,01"
Provision for loan losse 1,10¢ 3,10(
Other income 3,40¢ 4,49
Operating expense 12,66¢ 13,24
Net income 4,43¢ 4,041
Diluted earnings per sha 0.2¢ 0.2z
SELECTED FINANCIAL RATIOS

Stockholder equity per common sha 12.4:% 12.2¢
Cash dividend per sha 0.12 0.1z
Stockholder' equity to total asse 9.5% 9.6%
Return on average assets 0.71i 0.7C
Return on average stockholc’ equity (1) 8.0¢ 7.3€
Average interest rate spre 3.0¢ 3.2C
Net interest margi 3.1¢ 3.2¢
Operating expenses to average assel 2.21 2.3C
Efficiency ratio 61.4¢ 58.8¢
ASSET QUALITY :

Non-performing loan: $ 47,43 $ 43,37¢
Non-performing assei 50,25( 46,58«
Allowance for loan losses as a percent of totahso@@ceivabl 1.3%% 1.32%
Allowance for loan losses as a percent of tota-performing loan: 43.2( 47.2¢
Non-performing loans as a percent of total loans redsde 3.11 2.8C
Non-performing assets as a percent of total a: 2.1¢ 2.0t

(1) Ratios are annualize

March 31, 201

$2,261,21.
1,554,86:
1,680,44.
220,47:

19,10¢
1,70C
4,311
12,94(
5,64
0.31

11.8¢
0.1Z
9.7%%
0.9¢

10.3¢
3.4z
3.52
2.217

55.2¢

$ 44,52

46,56
1.1€%

40.9i

2.8¢

2.0¢€
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Summary

OceanFirst Financial Corp. is the holding compammydceanFirst Bank (the “Bank”), a community baekving Ocean and Monmouth
Counties in New Jersey. The term the “Company”reefe OceanFirst Financial Corp., OceanFirst Barkall of the Banls subsidiaries on
consolidated basis. The Company’s results of ofmeraare primarily dependent on net interest incomtech is the difference between the
interest income earned on interest-earning asaath, as loans and investments, and the intereshegn interest-bearing liabilities, such as
deposits and borrowings. The Company also genenatesnterest income such as income from loan skias servicing, loan originations,
merchant credit card services, deposit accounist &and asset management services, the sale atimenet products and other fees. The
Company’s operating expenses primarily consisoofgensation and employee benefits, occupancy amngragnt, marketing, data
processing, federal deposit insurance and genedahdministrative expenses. The Company’s restittperations are also significantly
affected by general economic and competitive caomai{ particularly changes in market interest ragesernment policies and actions of
regulatory agencies.

Interest-earning assets, both loans and securtiegenerally priced against longer-term indieds|e interest-bearing liabilities, primarily
deposits and borrowings, are generally priced agaimortetterm indices. Beginning in the second half of 2@hdl through the first quarter
2013, the Company’s net interest margin has gdgerahtracted as compared to prior linked periddige to the low interest rate
environment, high loan refinance volume causedigieh loans and mortgage-backed securities to ttemthward. At the same time, the
Company'’s asset mix has shifted as higher-yielthags have decreased due to prepayments and ¢hefsawly originated 30-year fixed-
rate one-to-four family loans while lower yieldisgcurities have increased. Based upon current egoramnditions, the Federal Reserve has
indicated that it intends to keep interest ratesuatent levels through mid 2015. As a result, ngamaent expects the low interest rate
environment to continue beyond 2013, causing funphhessure on the net interest margin. In additotie interest rate environment, the
Company’s results are affected by national andllecanomic conditions. Recent economic indicat@isfgto some improvement in the
economy, which expanded moderately in 2011 and 2812 in overall labor market conditions as théomal unemployment rate in the first
quarter of 2013 has improved over prior year leekspite these signs, the overall economy rema@iak and the unemployment rate
remains at elevated levels. Additionally, housiadues remain significantly below their peak levial2006. These economic conditions have
generally had an adverse impact on the Compangidtseof operations.

Highlights of the Company’s financial results fhetthree months ended March 31, 2013 were as fsllow

Total assets increased to $2.304 billion at Marth2®13, from $2.269 billion at December 31, 20Martgagebacked securities available -
sale increased by $49.3 million, to $383.1 millairMarch 31, 2013, as compared to $333.9 milliobetember 31, 2012. Loans receivable,
net decreased $21.8 million at March 31, 2013 paspared to December 31, 2012 primarily due to pneyemts and the sale of newly
originated 30-year fixed-rate one-to-four familais.

Deposits increased by $20.6 million at March 31,2Gs compared to December 31, 2012. An increfa®2305 million in core deposits (i.e.
all deposits excluding time deposits) was partfgetfby a decline of $8.9 million in time deposits.

Net income for the three months ended March 3132&treased to $4.4 million, or $0.26 per dilutears, as compared to net income
$5.6 million, or $0.31 per diluted share for theresponding prior year period due to reductionsdhinterest income and the net (loss) gain
on the sales of loans available for sale, partlyatfby reductions in the provision for loan losaad operating expenses.

Net interest income for the three months ended Maic 2013 decreased to $17.2 million, as compar&d 9.1 million in the same prior ye
period, reflecting a lower net interest margin lyaotfset by greater interest-earning assets. Tgténterest margin decreased to 3.16% for the
three months ended March 31, 2013, as compare®28afor the corresponding prior year period.

The provision for loan losses was $1.1 millionthee three months ended March 31, 2013, as compai®H 7 million in the same prior year
period. The Company’s non-performing loans incrd&&®e 1 million, to $47.4 million at March 31, 20¥8m $43.4 million at December 31,
2012. The increase was expected as it was relatedns adversely affected by superstorm Sandyhwligre identified and provided for in
the fourth quarter of 2012.

Other income decreased $902,000 for the three ra@mttied March 31, 2013 as compared to the saneypdo period. The net (loss) gain
the sales of loans available for sale for the timeaths ended March 31, 2013 was adversely impdteh addition of $975,000 to the
reserve for repurchased loans as compared to atoadaf $150,000 in the same prior year period.

The Company remains well-capitalized with a targitbmmon equity ratio of 9.53%.

Return on average stockholders’ equity was 8.06%h®three months ended March 31, 2013, as compart0.38% for the corresponding
prior year period.
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Analysis of Net Interest Income

Net interest income represents the difference bEtvikcome on intere-earning assets and expense on interest-bearhititiés. Net interest
income depends upon the relative amounts of irtei@sing assets and interest-bearing liabilitied the interest rate earned or paid on them.

The following table sets forth certain informatigaiating to the Company for the three months erdarth 31, 2013 and 2012. The yields
and costs are derived by dividing income or expéaysthe average balance of assets or liabilitespectively, for the periods shown except
where noted otherwise. Average balances are defivadaverage daily balances. The yields and dostade certain fees which are
considered adjustments to yields.

FOR THE THREE MONTHS ENDED MARCH 31,

2013 2012
AVERAGE AVERAGE
AVERAGE YIELD/ AVERAGE YIELD/
BALANCE INTERES] COST BALANCE INTEREST cosT
(dollars in thousand:
Assets
Interes-earning asset:
Interes-earning deposits and sh-term investment $ 85,95, $ 26 0.12% $ 49,84( $ 21 0.17%
Investment securities (: 223,14¢ 52C 0.9: 179,23 49C 1.0¢
FHLB stock 17,10¢ 194 4.54 17,90( 22¢ 5.12
Mortgage¢backed securities (: 324,94 1,64¢ 2.0¢ 359,53( 2,31¢ 2.5¢
Loans receivable, net ( 1,524,15 17,66/ 4.64 1,565,95 19,80¢ 5.0€
Total interes-earning asset 2,175,30. 20,05: 3.6¢ 2,172,46: 22,86 4.21
Nonr-interes-earning asse! 118,14t 103,62(
Total asset $2,293,45. $2,276,08

Liabilities and Stockholders’ Equity
Interes-bearing liabilities:

Transaction deposi $1,330,63! 56< 0.17 $1,283,92 91€ 0.2¢
Time deposit: 221,20! 762 1.3¢ 255,99¢ 1,10z 1.72
Total 1,551,83 1,32¢ 0.34 1,539,92! 2,01¢ 0.52Z
Borrowed funds 319,64! 1,53¢ 1.92 351,31: 1,74( 1.9¢
Total interes-bearing liabilities 1,871,48. 2,86: 0.61 1,891,23 3,75¢ 0.7¢
Nonr-interes-bearing deposit 185,06t 151,14:
Nonr-interes-bearing liabilities 16,84" 16,12¢
Total liabilities 2,073,39 2,058,50
Stockholder' equity 220,05 217,57¢
Total liabilities and stockholde’ equity $2,293,45. $2,276,08.
Net interest incom $17,18¢ $19,10¢
Net interest rate spread ( 3.0% 3.42%
Net interest margin (4 3.1€% 3.52%

(1) Amounts are recorded at average amortized

(2) Amountis net of deferred loan fees, undishditean 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 inter-earning assets and the cost of inte-bearing liabilities

(4) Netinterest margin represents net interest incdivided by average inter«-earning asset:

Comparison of Financial Condition at March 31, 2013and December 31, 2012
Total assets at March 31, 2013 were $2.304 bildonincrease of $34.5 million, compared to $2.2i®b at December 31, 2012.

Cash and due from banks increased by $8.8 miltmf71.4 million at March 31, 2013, as comparefi@d.5 million at December 31, 2012.
Mortgage-backed securities available for sale imsed by $49.3 million, to $383.1 million at March 2013, as compared to $333.9 million
at December 31, 2012, as excess liquidity was tedes

Loans receivable, net decreased by $21.8 millma, balance of $1.501 billion at March 31, 2013¢@wpared to a balance of $1.523 billion
at December 31, 2012, primarily due to prepaymantkthe sale of newly originated 30-year fixed-@te-to-four family loans.

Total deposits increased $20.6 million, to $1.74h at March 31, 2013, from $1.720 billion at @@mber 31, 2012. The mix of deposits
changed as non-interest-bearing deposits and sadepsits increased by $22.7 million and $29.8onilrespectively, while interetearing
checking and time deposits decreased $29.6 m#liah$8.9 million, respectively. Securities sold enagreements to repurchase with retail
customers increased by $10.5 million, to $71.3ianlat March 31, 2013, from $60.8 million at DecemB1, 2012



Stockholdersequity at March 31, 2013 decreased to $219.6 millé&s compared to $219.8 million at December 3122primarily due to th
repurchase of 254,340 shares of common stock f@ri®8lion (average cost $14.32) and the cash dividon common stock, partly offset by
net income and other comprehensive income.



Table of Contents

Comparison of Operating Results for the Three Montls Ended March 31, 2013 and March 31, 2012
General

Net income for the three months ended March 3132&treased to $4.4 million, or $0.26 per dilutears, as compared to net income
$5.6 million, or $0.31 per diluted share for theresponding prior year period due to reductionsahinterest income and the net (loss) gain
on the sales of loans available for sale, partigatfoy reductions in the provision for loan losaad operating expenses.

Interest Income

Interest income for the three months ended Margt2313 was $20.1 million, as compared to $22.9ionilfor the three months ended

March 31, 2012. The yield on interest-earning asdetlined to 3.69% for the three months ended Maig 2013, as compared to 4.21% for
the same prior year period. For the three montds@March 31, 2012, the yield on loans receivableefited from commercial loan
prepayment fees of $254,000, most of which wagedlto a single large commercial loan, which insegbthe yield on interest-earning assets
by 5 basis points. Prepayment fee income for theetmonths ended March 31, 2013 was $32,000. Agerdgrest-earning assets increased
by $2.8 million for the three months ended MarchZ113, as compared to the same prior year peFioelincrease in average interesining
assets was primarily due to the increase in aveshge-term investments which increased $36.1 onilfor the three months ended March 31,
2013 and to the increase in average investmeniremtjage-backed securities available for sale, wbdallectively increased $9.3 million.
These increases were partly offset by a decreasesirmge loans receivable, net, of $41.8 milliarthie quarter ended March 31, 2013, as
compared to the same prior year period.

Interest Expense

Interest expense for the three months ended MarcB®L3 was $2.9 million as compared to $3.8 mmilfior the three months ended

March 31, 2012. The cost of interest-bearing litib# decreased to 0.61% for the three months ektrdh 31, 2013 as compared to 0.79%
in the same prior year period. Average interestihgdiabilities decreased by $19.8 million for ttieee months ended March 31, 2013, as
compared to the same prior year period. The deeneas due to declines in average borrowed fun&8df7 million and average time
deposits of $34.8 million for the three months ehiarch 31, 2013 as compared to the same priorperasd, partly offset by an increase in
average transaction deposits of $46.7 million.

Net Interest Income

Net interest income for the three months ended Maig 2013 decreased to $17.2 million, as compar&d 9.1 million in the same prior ye
period, reflecting a lower net interest margin lyaoffset by slightly higher interest-earning assdthe net interest margin decreased to 3.16%
for the three months ended March 31, 2013, fror2%. the same prior year period due to a changieemix of average interest-earning
assets from higher-yielding loans receivable intedr-yielding short-term investments and investnaertt mortgage-backed securities
available for sale. High loan refinance volume alauosed yields on loans and mortgage-backed sesunttrend downward.

Provision for Loan Losses

For the three months ended March 31, 2013, theigoovfor loan losses was $1.1 million as compaeceil.7 million for the corresponding
prior year period. The decrease for the quarteeemdarch 31, 2013 was partly due to a reductio53t3,000 in net charge-offs for the three
months ended March 31, 2013 as compared to the paargyear period and a reduction in loans redaizanet at March 31, 2013 as
compared to December 31, 2012. Although non-peiifggrioans increased $4.1 million at March 31, 2G83compared to December 31,
2012, all of the increase, $4.5 million, relate$oEns adversely affected by superstorm Sandy.€Tloass were identified at December 31,
2012 and potential losses were provided for attthre.

Other Income

Other income decreased to $3.4 million for theg¢hmonths ended March 31, 2013, as compared ton$i#li@n in the same prior year period.
Higher fees and service charges and an improveiméné net gain (loss) from other real estate owmed offset by a decrease in the net
(loss) gain on sales of loans available for saffedfive January 1, 2013, income from the origioatof reverse mortgage loans of $166,000 is
classified as part of fees and service chargesmapared to inclusion in the net (loss) gain onsiles of loans in the prior period as the Bank
no longer closes these loans in its name. Forifee tmonths ended March 31, 2013, the net (loss)agethe sales of loans decreased $1.1
million to a loss of $174,000, due to an increasthe provision for repurchased loans, a decreak®n sale volume and the reclassification
of reverse mortgage income. The net (loss) gaithersales of loans for the three months ended M2tcR013 was adversely impacted by an
addition of $975,000 to the reserve for repurchdsads as compared to an addition of $150,000arstime prior year period. (Refer to Note
6. Reserve for Repurchased Loans and Loss Shaliligaflons.) For the quarter ended March 31, 20485 and service charges, exclusiv
the $166,000 in fees on reverse mortgage loanseased $16,000, due to a reduction in fees fromsimeent services and deposit accounts
partly offset by increases in bankcard servicestarst revenue. Finally, the net gain (loss) frotimeo real estate owned improved $52,000 for
the quarter ended March 31, 2013, as compareckteaime prior year period.

4



Table of Contents

Operating Expenses

Operating expenses decreased by $275,000, to &ifiah, for the three months ended March 31, 2Gd3compared to $12.9 million for the
corresponding prior year period primarily due t@duction in the incentive plan accrual.

Provision for Income Taxes

Income tax expense was $2.4 million for the threatins ended March 31, 2013, as compared to $3libmibr the same prior year period.
The effective tax rate was 35.1% for the three m®eihded March 31, 2013 as compared to 35.7% isaime prior year period.

Liquidity and Capital Resources

The Company’s primary sources of funds are depgsitscipal and interest payments on loans and gagebacked securities, proceeds fr
the sale of loans, FHLB and other borrowings ao@ lesser extent, investment maturities. Whileedaled amortization of loans is a
predictable source of funds, deposit flows and gage prepayments are greatly influenced by intes¢ss, economic conditions and
competition. The Company has other sources ofdiguif a need for additional funds arises, inchglivarious lines of credit.

At March 31, 2013 and December 31, 2012, the Compad no overnight borrowings from the FHLB. Then@any periodically utilizes
overnight borrowings to fund short-term liquiditgeds. The Company had total FHLB borrowings of $224illion at March 31, 2013 and
December 31, 2012.

The Company’s cash needs for the three months evidech 31, 2013 were primarily satisfied by priradipayments on loans and mortgage-
backed securities, proceeds from the sale of mgetézans held for sale, proceeds from maturitieavastment securities available for sale,
deposit growth and short-term borrowings. The egas principally utilized for loan originations atite purchase of investment and
mortgage-backed securities. The Company’s castsrfeethe three months ended March 31, 2012 weneapily satisfied by principal
payments on loans and mortgage-backed securitiepraceeds from the sale of mortgage loans helddia. The cash was principally
utilized for loan originations, the purchase oféstment and mortgage-backed securities, to fundsiteputflow and reduce FHLB
borrowings.

In the normal course of business, the Companynelytienters into various off-balance-sheet commitisigorimarily relating to the
origination and sale of loans. At March 31, 20L1&standing commitments to originate loans total®®.% million; outstanding unused lines
of credit totaled $243.5 million; and outstandirmgronitments to sell loans totaled $11.7 million. TW@mpany expects to have sufficient
funds available to meet current commitments arigirtihe normal course of business.

Time deposits scheduled to mature in one yearssrtigtaled $129.4 million at March 31, 2013. Bageaon historical experience management
estimates that a significant portion of such depasill remain with the Company.

The Company has a detailed contingency funding al@hcomprehensive reporting of funding trends amathly and quarterly basis which
is reviewed by management. Management also moritsis on a daily basis to determine the liquidégds of the Bank. Additionally,
management performs multiple liquidity stress sestnarios on a quarterly basis. The Bank contitiggaintain significant liquidity under
stress scenarios.

Under the Compang’stock repurchase program, shares of OceanFirah€&ial Corp. common stock may be purchased iopea market ar
through other privately negotiated transactioranftime-totime, depending on market conditions. The reputiahares are held as trea:
stock for general corporate purposes. For the timemths ended March 31, 2013, the Company repuedh2s4,340 shares of common stock
at a total cost of $3.6 million compared with reghases of 113,500 at a cost of $1.6 million forttiree months ended March 31, 2012. At
March 31, 2013, there were 580,444 shares remainibg repurchased under the existing stock repsecprogram.

Cash dividends on common stock declared and paidglthe first three months of 2013 were $2.1 miilias compared to $2.2 million in the
same prior year period. On April 17, 2013, the Bloair Directors declared a quarterly cash dividehtivelve cents ($0.12) per common
share. The dividend is payable on May 10, 2013tdokholders of record at the close of businesam 29, 2013.

The primary sources of liquidity specifically awale to OceanFirst Financial Corp., the holding pany of OceanFirst Bank, are capital
distributions from the banking subsidiary and tssuance of preferred and common stock and longdebt For the three months ended
March 31, 2013, the Company received a dividendrgat of $4.0 million from the Bank. At March 31,1&) the Company had received
notice from the Federal Reserve Bank of Philadelpiwt it does not object to the payment

5
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of $8.0 million in dividends from the Bank to thelding Company over the next two quarters, althotinghFederal Reserve Bank reserved
the right to revoke the approval at any time iafety and soundness concern arises throughouttiiwdp The Company’s ability to continue
to pay dividends will be largely dependent uponitehplistributions from the Bank, which may be achedy affected by capital constraints
imposed by the applicable regulations. The Compmgamnot predict whether the Bank will be permitteder applicable regulations to pay a
dividend to the Company. If the Bank is unableay dividends to the Company, the Company may nes ltize liquidity necessary to pay a
dividend in the future or pay a dividend at the eaate as historically paid, or be able to meeterurdebt obligations. At March 31, 2013,
OceanFirst Financial Corp. held $17.8 million islcand $5.7 million in investment securities avdégor sale.

As of March 31, 2013, the Bank exceeded all regwjatapital requirements as follows (in thousands):

Actual Required
Amount Ratio Amount Ratio
Tangible capital $216,35( 9.4(% $ 34,53 1.5(%
Core capita 216,35( 9.4( 92,08: 4.0C
Tier 1 risk-based capite 216,35( 15.0¢ 57,57¢ 4.0C
Total risk-based capite 234,36. 16.2¢ 115,14 8.0C

The Bank is considered a “well-capitalized” indfitin under the Prompt Corrective Action Regulations

At March 31, 2013, the Company maintained tangiiolemon equity of $219.6 million, for a tangible amen equity to assets ratio of 9.5:

Off-Balance-Sheet Arrangements and Contractual Obgations

In the normal course of operations, the Companyegeg in a variety of financial transactions thadécordance with generally accepted
accounting principles, are not recorded in therfaial statements. These transactions involve, tpivg degrees, elements of credit, interest
rate, and liquidity risk. Such transactions areduse general corporate purposes or for customedsieCorporate purpose transactions are
used to help manage credit, interest rate, andlitguisk or to optimize capital. Customer transags are used to manage customegguest
for funding. These financial instruments and commeitts include unused lines of credit and commitsyemextend credit. The Company &
has outstanding commitments to sell loans amoundr&i 1.7 million.

The following table shows the contractual obligati@f the Company by expected payment period &aoth 31, 2013 (in thousands):

More thar
Less than
Contractual Obligatiol Total one yea 1-3 years 3-5 years 5 years
Debt Obligations $323,81. $142,31. $149,00( $10,00( $22,50(
Commitments to Originate Loal 59,67: 59,67 — — —
Commitments to Fund Unused Lines of Cr¢ 243,45° 243,45 — — —

Commitments to originate loans and commitmentsitm funused lines of credit are agreements to lemdcustomer 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 drawmugee total commitment amounts do
not necessarily represent future cash requirem&htsCompany’s exposure to credit risk is represibiy the contractual amount of the
instruments.
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Non-Performing Assets

The following table sets forth information regamglithe Company’s non-performing assets consistimgpafperforming loans and Other Real
Estate Owned (“OREQ"). It is the policy of the Coany to cease accruing interest on loans 90 dag®og past due or in the process of

foreclosure.

March 31 December 3:

2013 2012
(dollars in thousands

Non-performing loans

Real esta—one-to-four family $29,56" $ 26,52:
Commercial real esta 12,71¢ 11,567
Constructior — —
Consume 4,68( 4,54(
Commercia 472 74¢€
Total nor-performing loan: 47,43 43,37
OREO, ne 2,813 3,21(C
Total nor-performing asset $50,25( $ 46,58¢
Delinquent loans -89 days $14,78: $ 11,43
Allowance for loan losses as a percent of totahso@@ceivabl 1.34% 1.32%
Allowance for loan losses as a percent of tota-performing loan: 43.2( 47.2¢
Non-performing loans as a percent of total loans redsde 3.11 2.8C
Non-performing assets as a percent of total a 2.1¢ 2.0t

The Company’s non-performing loans increased $4lliomat March 31, 2013, as compared to Decemie2812 due to the impact of
superstorm Sandy which caused substantial dismuptithe Banks market area on October 29 and 30, 2012. The Bankased its allowan
for loan losses at December 31, 2012 by $1.8 millioexpectation of increasing levels of non-perfimg loans for borrowers impacted by
superstorm Sandy. The Bank previously identified tans totaling $30.1 million which were adversietipacted by the storm. At March 31,
2013, the status of these loans was as follows:

Amount

(00C's)
Loans repaid or brought current $19,42:

Loans for which the Bank granted a temporary repatrplan under which the

borrower is performiny 4,49¢
Loan is 3(-89 days delinquer 1,70
Loan is 90 days or more delinqut 4,46¢
$30,08¢

Included in the non-performing loan total at MaBd 2013 was $19.3 million of troubled debt redinied loans, as compared to $18.2
million of troubled debt restructured loans at Daber 31, 2012. Non-performing loans are concertdrat@ne-to-four family loans which
comprise 62.3% of the total. At March 31, 2013, derage weighted loan-to-value ratio of non-peniog one-tofour family loans, after ar
related charge-offs, was 60% using appraisal vati&ise of origination and 78% using updated aigpfavalues. Appraisals are updated for
all non-performing residential loans secured by estate and subsequently updated annually ifdhe temains delinquent for an extended
period. At March 31, 2013, the average weighted-mavalue ratio of the total one-to-four familyalo portfolio was 56% using appraisal
values at time of origination. The largest non-parfing loan relationship consists of several ceettita single borrower with an aggregate
balance of $6.3 million which was criticized dueptmor, but improving, operating results. The loarescollateralized by commercial and
residential real estate, all business assets anccalry a personal guarantee. An appraisal peeidimMay 2011 values the real estate
collateral at $9.3 million. In November 2011, then@pany entered into a troubled debt restructuriith the borrower which reduced the
interest rate in exchange for additional collatefale loan was renewed in December 2012 at comigat@idns. The borrower is current as to
payments under the restructured terms but reméassified as a non-accrual loan due to continueguainty about the borrower’s ability to
service the debt. The Company’s non-performingda@main at elevated levels partly due to the elddrfioreclosure process in the State of
New Jersey. The protracted foreclosure procesysiéh® Compar’s ability to resolve non-performing loans throudke sale of the
underlying collateral.
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The Company classifies loans and other assetcor@ance with regulatory guidelines as followstfiausands):

March 31 December 3:
2013 2012
Loans and other assets excluding investment s
Special Mentior $10,12( $ 6,24t
Substandar 67,17¢ 65,03¢
Doubtful 86& 1,081
Investment securitie:
Substandar — 25,00(

The largest Special Mention loan at March 31, 2818commercial real estate mortgage to a locddibufor $1.8 million which was current
as to payments. The loan is well collateralizeddsidential property and several vacant lots. Bngest Substandard loan relationship is the
marina credit for $6.3 million noted above. Thaykst Doubtful asset with a balance of $862,000psréion of a commercial real estate loan
to a self-storage facility. The remaining balant813 million is rated Substandard. In Septemitdrl2 the Company entered into a troubled
debt restructuring with the borrower which redutieglinterest rate and extended the payment terhscAéduled payments under the
restructured terms have been made since thatldaddition to loan classifications, the Compangviously classified select investment
securities as Substandard, representing the amgtima credit rating below investment grade frone arfi the internationally recognized cre
rating services. These securities have consistesttgined current as to principal and interest payts1 During the first quarter of 2013, the
Company performed, with the assistance of an inudgat expert, a detailed analysis relating to thkectability of these securities. The
analysis concluded that the issuers of these smmunhiave an adequate capacity to meet financrahtitments as originally agreed for the
projected life of the security, the risk of defasltow and the full and timely repayment of pripali and interest is expected.

Critical Accounting Policies

Note 1 to the Compar's Audited Consolidated Financial Statements ferytbar ended December 31, 2012 included in the @oypAnnua
Report on Form 10-K for the year ended DecembeR@12 (the “2012 Form 10-K”), as supplemented by teport, contains a summary of
significant accounting policies. Various elemerftthese accounting policies, by their nature, aheiently subject to estimation techniques,
valuation assumptions and other subjective assedsni@ertain assets are carried in the consolidsitgdments of financial condition at fair
value or the lower of cost or fair value. Policigith respect to the methodologies used to deterthi@allowance for loan losses, the reserve
for repurchased loans and the valuation of Mortgagicing Rights and judgments regarding secsritigpairment are the most critical
accounting policies because they are importartid@tesentation of the Company’s financial condiaod results of operations. These
judgments and policies involve a higher degreecafigiexity and require management to make diffianldl subjective judgments which oft
require assumptions or estimates about highly saicematters. The use of different judgments, aggioms and estimates could result in
material differences in the results of operationr@ncial condition. These critical accountindipi@s and their application are reviewed
periodically and, at least annually, with the Auddmmittee of the Board of Directors.

Private Securities Litigation Reform Act Safe Harba Statement

In addition to historical information, this quattereport contains certain forward-looking statemsamithin the meaning of the Private
Securities Reform Act of 1995 which are based ataoeassumptions and describe future plans, giiegeand expectations of the Company.
These forward-looking statements are generallytified by use of the words “believe,” “expect,” tand,” “anticipate,” “estimate,” “project,”
“will,” “should,” “may,” “view,” “opportunity,” “po tential,” or similar expressions or expressionsaiffidence. The Company’s ability to
predict results or the actual effect of future glan strategies is inherently uncertain. Factorefwbould have a material adverse effect on the
operations of the Company and its subsidiariesid®| but are not limited to, changes in interestsiageneral economic conditions, levels of
unemployment in the Bank’s lending area, real estarket values in the Bank’s lending area, thellef’/prepayments on loans and
mortgage-backed securities, legislative/regulatbrgnges, monetary and fiscal policies of the U &e&Bnment including policies of the U.S.
Treasury and the Board of Governors of the Fedeeakrve System, the quality or composition of talor investment portfolios, demand
for loan products, deposit flows, competition, dechéor financial services in the Company’s markesand accounting principles and
guidelines. These risks and uncertainties are éudiscussed in the Company’s Annual Report on Fid#d for the year ended December
2012 and subsequent securities filings and shaeilcbinsidered in evaluating forward-looking statets@md undue reliance should not be
placed on such statements. The Company does nettakd—and specifically disclaims any obligation—ptdlicly release the result of any
revisions which may be made to any forwérdking statements to reflect events or circumstarafter the date of such statements or to r
the occurrence of anticipated or unanticipated evdturther description of the risks and unceriagnto the business are included in Item 1,
Business and Item 1A, Risk Factors of the Compa2¥ Form 10-K and Item 1A of this

Form 10-Q.
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ltem 3. Quantitative and Qualitative Disclosures About Market Risk

The Company’s interest rate sensitivity is monitbiierough the use of an interest rate risk (“IRR9del. The following table sets forth the
amounts of interest-earning assets and interesirgeéabilities outstanding at March 31, 2013, eiiwere anticipated by the Company,
based upon certain assumptions, to reprice or matugach of the future time periods shown.

At March 31, 2013, the Company’s one-year gap veaitipe 0.63% as compared to positive 0.90% at Béer 31, 2012.

More than
3 Months tc More than More than
3 Months 1 Year to 3 Years to More than
At March 31, 201 or Less 1 Year 3 Years 5 Years 5 Years Total
(dollars in thousand:
Interes-earning assets: (.
Interest-earning deposits and short-term
investments $ 50,61« $ — $ — $ — $ — $ 50,61«
Investment securitie 60,51¢ 41,62: 87,83( 27,92¢ 4,99; 222,88¢
FHLB stock — — 17,12 17,12
Mortgagebacked securitie 66,22( 57,547 119,12 79,30« 51,19 373,38t
Loans receivable (Z 304,67! 404,33t 421,81( 176,06¢ 215,11¢ 1,522,00:!
Total interes-earning assel 482,02 503,50t 628,76 283,30: 288,41 2,186,02!
Interes-bearing liabilities:
Money market deposit accout 24,52 9,74( 21,45 16,21¢ 52,86: 124,79°
Savings accoun 56,66 24,77( 49,68¢ 37,607 117,09: 285,81!
Interes-bearing checking accour 500,79 61,00« 113,07 92,68( 142,99: 910,54
Time deposit: 47,81( 81,61( 42,03¢ 39,58¢ 6,30¢ 217,35
FHLB advance: 46,00( 25,00( 144,00( 10,00( — 225,00(
Securities sold under agreements to repurc 71,31 — — — — 71,31
Other borrowing 22,50( — 5,00( — — 27,50(
Total interes-bearing liabilities 769,60: 202,12: 375,25 196,09( 319,25: 1,862,32
Interest sensitivity gap (¢ $(287,57Y) $301,38. $253,51! $ 87,21 $(30,839) $ 323,69
Cumulative interest sensitivity gi $(287,57) $ 13,80" $267,32. $354,53: $323,69! $ 323,69¢
Cumulative interest sensitivity gap as a percenibta
interes-earning asse! (13.16% 0.65% 12.22% 16.22% 14.81% 14.81%

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

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

(3) Interest sensitivity gap represents the differdratgveen intere-earning assets and inter-bearing liabilities

Additionally, the table below sets forth the Comyiarexposure to interest rate risk as measurethéyghange in net portfolio value (“NPV”)
and net interest income under varying rate shosksf 8March 31, 2013 and December 31, 2012. All méshused to measure interest rate
sensitivity involve the use of assumptions, whidciyrtend to oversimplify the manner in which actyialds and costs respond to changes in
market interest rates. The Company’s interestgansitivity should be reviewed in conjunction wiitle financial statements and notes thereto
contained in the 2012 Form 10-K.

March 31, 201: December 31, 201

Net Portfolio Value Net Interest Incom Net Portfolio Value Net Interest Incom
Change in Interest Rates in NPV NPV
Basis Points (Rate Shoc Amount % Chang Ratio Amount % Chang Amount % Chang Ratio Amount % Chang
(dollars in thousand:
300 $247,01« (5.2% 11.2% $63,37: (3.9% $248,84 (2.0% 11.5% $64,29: (4.9%
200 259,78: (0.3 115  65,27¢ (0.3 260,05 24 117  66,48¢ (1.0)
100 265,99¢ 2.1 11.€ 65,77¢ 0.5 263,42¢ 3.7 11.€ 67,31: 0.2
Static 260,53( 11.1 65,45¢ — 254,02( 11.C 67,16

(100) 221,50:  (15.0 9.2  61,45¢ (6.)  206,60. (18.7  8.& 62,87 (6.4)



Item 4. Controls and Procedures

The Company’s management, including the Company'gipal executive officer and principal financificer, have evaluated the
effectiveness of the Company’s “disclosure contesld procedures,” as such term is defined in RB#& 15(e) and 5d-15(e) promulgated
under the Securities Exchange Act of 1934, as artr(the “Exchange Act”Based upon their evaluation, the principal exeeutifficer anc
principal financial officer concluded that, as bétend of the period covered by this report, them@any’s disclosure controls and procedures
were effective. Disclosure controls and procedaresthe controls and other procedures that argmedito ensure that the information
required to be disclosed in the reports that thea@my files or submits under the Exchange Act withSecurities and Exchange Commis
(“SEC”) (1) is recorded, processed, summarizedrapdrted within the time periods specified in t#8CSs rules and forms, and (2) is
accumulated and communicated to the Company’s neanet, including its principal executive and prpadifinancial officers, as
appropriate to allow timely decisions regardinguiegd disclosure. In addition, based on that ev@nathere were no changes in the
Company’s internal control over financial reportithgring the quarter ended March 31, 2013 that maaterially affected, or are reasonably
likely to materially affect, the Company’s intermaintrol over financial reporting.

9
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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

Other real estate owned, 1

Premises and equipment, |

Servicing asse

Bank Owned Life Insuranc

Other asset

Total asset

Liabilities and Stockholders Equity
Deposits
Securities sold under agreements to repurchaseretdfi customer
Federal Home Loan Bank advan:
Other borrowing
Advances by borrowers for taxes and insure
Other liabilities
Total liabilities

Stockholder' equity:

Preferred stock, $.01 par value, $1,000 liquidaticeference, 5,000,000 shares authorized, no shares

issuec
Common stock, $.01 par value, 55,000,000 sharémared, 33,566,772 shares issued and 17,660,:
and 17,894,929 shares outstanding at March 31, 20d®ecember 31, 2012, respectiy
Additional paic-in capital
Retained earning
Accumulated other comprehensive gain (I¢
Less: Unallocated common stock held by EmployeelS@wnership Pla
Treasury stock, 15,906,543 and 15,671,843 shatdsuah 31, 2013 and December 31, 2012,
respectively
Common stock acquired by Deferred Compensation
Deferred Compensation Plan Liabil
Total stockholder equity
Total liabilities and stockholde’ equity

See accompanying Notes to Unaudited ConsolidateahEial Statements.

10

March 31, December 31
2013 2012
(Unaudited)
$ 71,36 $ 62,54«
214,54¢ 213,59:
17,12( 17,06:
383,13¢ 333,85
1,501,36. 1,523,201
4,121 6,74¢
6,09t 5,97¢
2,81 3,21(
22,38¢ 22,23
4,51¢ 4,56¢
53,48: 53,16"
22,77¢ 23,07:
$2,303,71 $2,269,22;
$1,740,29. $1,719,67
71,31: 60,79
225,00( 225,00(
27,50( 27,50(
7,947 7,38¢
12,10¢ 9,08¢
2,084,15 2,049,43
33¢€ 33€
262,63! 262,70«
200,46’ 198,10¢
82¢ 49
(3,837 (3,909
(240,88) (237,502
(651) (647)
651 647
219,55 219,79.
$2,303,71 $2,269,22;
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OceanFirst Financial Corp.
CONSOLIDATED STATEMENTS OF INCOME
(in thousands, except per share amounts)

Interest income
Loans
Mortgagebacked 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 char¢
Net (loss) gain on sales of loans available fog
Net gain (loss) from other real estate ow
Income from Bank Owned Life Insuran
Other
Total other incom:
Operating expense
Compensation and employee bene
Occupancy
Equipment
Marketing
Federal deposit insuran
Data processin
Check card processir
Professional fee
Other operating expen:
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

See accompanying Notes to Unaudited ConsolidateahEial Statements.

11

For the three months
ended March 31

2013 2012
(Unaudited)
$17,66¢  $19,80¢
1,64¢ 2,31¢
74C 74C
20,05: 22,86
1,32¢ 2,01¢
1,53¢ 1,74(
2,86: 3,75¢
17,18¢ 19,10t
1,10(¢ 1,70(
16,08¢ 17,40¢

15€ 13¢
3,09¢ 2,94:
(174) 97z

2 (50)

31¢ 30¢€

17 2
3,40¢ 4,311
6,57¢ 6,831
1,36: 1,30¢
63€ 59¢
25C 34¢€
524 531
973 943
411 29¢
611 652
1,31; 1,43
12,66  12,94(
6,83: 8,77¢
2,39 3,12¢
$ 4,43¢ $ 5,647
$ 026 $ 031
$ 026 $ 031
17,28t 18,06
17,32« 18,10¢
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OceanFirst Financial Corp.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in thousands)

For the three months
ended March 31

2013 2012
(Unaudited)
Net income $4,43¢  $5,647
Other comprehensive incorr
Unrealized gain on securities (net of tax exper39$n 2013 and $1,003 in 201 78C 1,364
Total comprehensive incon $5,21¢  $7,01]

See accompanying Notes to Unaudited ConsolidateahEial Statements.

12



Table of Contents

Balance at December 31,
2011

Net income

Unrealized gain on securiti
(net of tax expense
$1,003)

Tax expense of stock pla

Stock award:

Treasury stock allocated to
restricted stock pla

Purchased 113,500 shares
common stocl

Allocation of ESOP stoc

Cash dividend $0.12 per
share

Exercise of stock optior

Sale of stock for the deferr
compensation pla

Balance at March 31, 20:

Balance at December 31,
2012

Net income

Unrealized gain on securiti
(net of tax expense $53

Stock award:

Treasury stock allocated tc
restricted stock pla

Purchased 254,340 shares
common stocl

Allocation of ESOP stoc

Cash dividend $0.12 per
share

Sale of stock for the deferr
compensation pla

Balance at March 31, 20:

OceanFirst Financial Corp.
Consolidated Statements of
Changes in Stockholders’ Equity(Unaudited)

(in thousands, except per share amounts)

Common

Stock
Accgrt?]télfted En;{)(l)(;{ee A%qtéiredéxy .
; : eferre eferre
Preferre: Commor  Additional Comprehensi - Ownershij Compensatic Compensatic
Paid-In Retained Treasury
Stock Stock Capital Earnings Gain (Loss) Plan Stock Plan Plan Liability Total
$ — $ 336 $262,81: $186,66¢ $ (2,466 $(4,199 $(226,309 $  (871) $ 871 $216,84
— — — 5,647 — — — — — 5,647
— — — — 1,36¢ — — — — 1,36¢
—____ @ — — — — — (2
— — 175 — — — — — — 17¢
— — (282) 42 — — 24( — — —
— — — — — — (1,565 — — (1,565
— — 47 — — 72 — — — 11¢
— — — (2,176) — — — — — (2,176
— — — (6) — — 66 — — 60
— — — — — — — 192 (192) —
$ — $ 336 $262,75( $190,17: $ (1,104 $(4,12]) $(227,56) $ (679 $ 67S $220,47:
$ — $ 33€ $262,70: $198,10¢ $ 49 $(3,909) $(237,50) $  (647) $ 647 $219,79;
— — — 4,43¢ — — — — — 4,43¢
— — — — 78C — — — — 78C
— — 157 — — — — — — 157
— — (274) 11 — — 262 — — —
of
— — — — — — (3,642) — — (3,647)
— — 48 — — 72 — — — 12¢
— — — (2,089 — — — — — (2,089
— — — — — — — (4) 4 —
$ — $ 33€ $262,63' $200,46° $ 82¢ $(3,837) $(240,88) $  (651) $ 651 $219,55

See accompanying Notes to Unaudited ConsolidateahEial Statements.

13
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OceanFirst Financial Corp.
Consolidated Statements of Cash Flows
(dollars in thousands)

For the three months
ended March 31

2013 2012
(Unaudited)
Cash flows from operating activitie
Net income $ 4,43¢ $ 5,641
Adjustments to reconcile net income to net caskigen by operating activitie:
Depreciation and amortization of premises and eqgaift 68C 62¢
Allocation of ESOP stoc 12C 11¢
Stock award: 157 17t
Amortization of servicing ass 38€ 41C
Net premium amortization in excess of discount etdon on securitie 96€ 80C
Net amortization of deferred costs and discount®ans 162 192
Provision for loan losse 1,10( 1,70(
Provision for repurchased loans and loss sharitigatfons 97t 15C
Net (gain) loss on sale of other real estate ov (27) 30
Net gain on sales of loa (807) (1,127)
Proceeds from sales of mortgage loans held for 36,28¢ 44,11¢
Mortgage loans originated for s (33,19) (38,119
Proceeds from Bank Owned Life Insurai — 15¢
Increase in value of Bank Owned Life Insura (315) (306
(Increase) decrease in interest and dividendsvaioke (119 51
Increase in other asst¢ (242) (673)
Increase in other liabilitie 2,047 3,27
Total adjustment 8,18: 11,58¢
Net cash provided by operating activit 12,61¢ 17,23t
Cash flows from investing activitie
Net decrease in loans receiva 20,00: 5,99¢
Purchase of investment securities available far (7,01¢€) a,777)
Purchase of mortga-backed securities available for s (81,467 (45,977
Principal repayments on mortg~backed securities available for s 30,94¢ 28,86(
Proceeds from maturities of investment securitigslable for sale 7,65 2,66¢
(Increase) decrease in Federal Home Loan Bank wof Y@k stock (59 413
Proceeds from sales of other real estate ov 99z 16¢
Purchases of premises and equipn (839 (595)
Net cash used in investing activiti (29,775 (10,247)
Continuet

14
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OceanFirst Financial Corp.
Consolidated Statements of Cash Flows (Continued)
(dollars in thousands)

Cash flows from financing activitie
Increase (decrease) in depo
Increase in shc-term borrowings
Repayments of Federal Home Loan Bank adva
Increase in advances by borrowers for taxes anganse
Exercise of stock optior
Purchase of treasury sto
Dividends paic
Tax expense of stock pla
Net cash provided by (used in) financing activi
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 fc
Interest
Income taxe:
Non-cash activities
Loans charge-off, net
Transfer of loans receivable to other real estatecal

See accompanying Notes to Unaudited ConsolidateahEial Statements.
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For the three months
ended March 31

2013 2012
(Unaudited)
$20,62:  $(25,639)
10,52( 2,69¢

(21,000)

561 1,20z

— 60
(3,647) (1,565)
(2,089 (2,17¢)
— @
25,97 (46,4296
8,817  (39,43)
62,54« 77,52,
$71,36:  $ 38,09t
$ 2,856 $ 3,82¢
27¢ 12
1,11¢€ 1,68¢
574 267
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OceanFirst Financial Corp.
Notes To Unaudited Consolidated Financial Statemesat

Note 1. Basis of Presentation

The accompanying unaudited consolidated finant@éments include the accounts of OceanFirst Fiab8orp. (the “Company”) and its
wholly-owned subsidiary, OceanFirst Bank (the “Banknd its wholly-owned subsidiaries, Columbia Hoitoans, LLC (“Columbia”),
OceanFirst REIT Holdings, Inc., OceanFirst Servité< and 975 Holdings, LLC. The operations of Gohia were shuttered in late 2007.

The interim consolidated financial statements cgfédl normal and recurring adjustments which arg¢he 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 months ended March 31, 2013 are not nechsisalicative of the results of operations that niiyexpected for all of 2013. In prepar
the consolidated financial statements, managersaefgjuired to make estimates and assumptionsfflat the reported amounts of assets
liabilities as of the date of the statements ddificial condition and the results of operationgferperiod. Actual results could differ from
these estimates.

Certain information and note disclosures normaigfided in financial statements prepared in accaeavith generally accepted accounting
principles have been condensed or omitted, purdodhe rules and regulations of the Securitiesiaxchange Commission (the “SEC”).

These unaudited consolidated financial statemdtsid be read in conjunction with the audited cdidsted financial statements and notes
thereto included in the Company’s Annual Repoistockholders on Form 10-K for the year ended Deezrh, 2012.

Note 2. Earnings per Share

The following reconciles shares outstanding folidaad diluted earnings per share for the threeth®ended March 31, 2013 and 2012 (in
thousands):

Three months ended

March 31,
2013 2012
Weighted average shares issued net of Treasurgshar 17,83: 18,65
Less: Unallocated ESOP sha (459 (493
Unallocated incentive award shares and shareshlyedéferred compensatic
plan (88) (94)
Average basic shares outstand 17,28¢ 18,06¢
Add: Effect of dilutive securities
Shares held by deferred compensation 39 44
Average diluted shares outstand 17,32« 18,10¢

For the three months ended March 31, 2013 and 20t®lilutive stock options of 1,109,000 and 2,008, respectively, were excluded from
earnings per share calculations.

Note 3. Investment Securities Available for Sale

The amortized cost and estimated market valuevafsiment securities available for sale at March281,3 and December 31, 2012 are as
follows (in thousands):

Gross Gross

Unrealize: Unrealizer Estimated

Amortized Market

March 31, 201! Cost Gains Losses Value
U.S. agency obligations $138,03!( $ 85E $ — $138,88!
State and municipal obligatio 24,867 38 (a6 24,88¢
Corporate debt securitis 55,00( — (9,919 45,08
Equity investment 4,99: 69¢ (5) 5,68¢

$222,88¢  $ 1,591  $(9,93)  $214,54
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Gros_s

Unrealize Gross Estimated

Amortized Unrealizec Market

December 31, 201 Cost Gains Losses Value
U.S. agency obligations $138,10! $ 94t $ — $139,05(
State and municipal obligatio 25,85¢ 5 (81) 25,78(
Corporate debt securitis 55,00( — (12,530 43,47(
Equity investment 4,992 424 (123) 5,29:

$223,95.  $137¢  $(11,73)  $213,59

There were no realized gains or losses on theofahwestment securities available for sale forttivee months ended March 31, 2013 and
2012.

The amortized cost and estimated market valuewvasitment securities available for sale, excludiqgjty investments, at March 31, 2013 by
contractual maturity, are shown below (in thousandlstual maturities will differ from contractualaturities because issuers may have the
right to call or prepay obligations with or withaotdll or prepayment penalties. At March 31, 20h8estment securities available for sale \
an amortized cost and estimated market value o0®®8lion and $45.1 million, respectively, werdlable prior to the maturity date.

Estimated
Amortized Market
March 31, 201! Cost Value
Less than one year $ 47,13¢ $ 47,41(
Due after one year through five ye. 115,75¢ 116,36«
Due after five years through ten ye — —
Due after ten yeal 55,00( 45,08’

$217,89° $208,86:

The estimated market value and unrealized lossmi@stment securities available for sale at Marth2®13 and December 31, 2012
segregated by the duration of the unrealized losasfollows (in thousands):

Less than 12 montt 12 months or longe Total
Estimate:
Unrealizer Estimatec Unrealizel Estimatec Unrealize
Market Market Market
March 31, 201: Value Losses Value Losses Value Losses
State and municipal obligations $519t $ (1) $ — $ — $519% $ (16
Corporate debt securiti — — 45,08’ (9,919 45,08 (9,919
Equity investment 744 (5 — — 744 (5
$593¢ $ (21) $45,08° $(9,919) $51,02¢ $(9,939)
Less than 12 montt 12 months or longe Total
Estimatec Unrealize: Estimatec Estimatec
Market Market Unrealizec Market Unrealizec
December 31, 201 Value Losses Value Losses Value Losses
State and municipal obligations $1591¢ $ (B81) $ — $ — $1591¢ $ (81
Corporate debt securiti — — 43,47( (12,530 43,47« (11,530
Equity investment 1,26¢ (129 — — 1,26¢ (129)

$17,18. $ (204 $43,47C $(11,53) $60,65: $(11,739
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At March 31, 2013, the amortized cost, estimatetketavalue and credit rating of the individual corgte debt securities in an unrealized loss
position for greater than one year are as folldawshousands):

Estimatec

Market Credit Rating
Security Descriptiol Amortized Cos Value Moody’s/S&P
BankAmerica Capital $ 15,00( $11,92¢ Ba2/BB+
Chase Capite 10,00( 8,35( Baa2/BBB
Wells Fargo Capite 5,00( 4,22¢ A3/A-
Huntington Capita 5,00( 3,95( Baa3/BB+
Keycorp Capita 5,00( 4,10( Baa3/BBE-
PNC Capita 5,00( 4,26: Baa2/BBB
State Street Capit: 5,00( 4,20( A3/BBB+
SunTrust Capite 5,00( 4,07t Baa3/BB+

$  55,00( $45,08"

At March 31, 2013, the market value of each congodabt security was below cost. However, the eggchmarket value of the corporate
debt securities portfolio increased over prior pasi The corporate debt securities are issuedhsr éihancial institutions with credit ratings
ranging from a high of A3 to a low of Ba2 as ralgdone of the internationally recognized creditmgtservices. These floating-rate securities
were purchased during the period May 1998 to Seperh998 and have paid coupon interest continuaisbe issuance. Floating-rate debt
securities such as these pay a fixed interesspatsad over 90-day LIBOR. Following the purchasthebe securities , the required spread
increased for these types of securities causirechne: in the market price. The Company concludhed ainrealized losses on available for
securities were only temporarily impaired at MaBdh 2013. In concluding that the impairments werly temporary, the Company
considered several factors in its analysis. The @om noted that each issuer made all the contifctlize payments when required. There
were no defaults on principal or interest paymeamis no interest payments were deferred. All offithencial institutions were also conside
well-capitalized. Recently, credit spreads haveeksed for these types of securities and marke¢pthiave improved. Based on
management’s analysis of each individual secuttity,issuers appear to have the ability to meet sitvice requirements over the life of the
security. Furthermore, although these investmernir#tées are available for sale, the Company dagdave the intent to sell these securities
and it is more likely than not that the Companyl wilt be required to sell the securities. The Camygdzas held the securities continuously
since 1998 and expects to receive its full prinicgtanaturity in 2028 or prior if called by the igs. The Company has historically not acti
sold investment securities and does not utilizest#hmurities portfolio as a source of liquidity. TBempany’s long range liquidity plans
indicate adequate sources of liquidity outsidesteurities portfolio.

Capital markets in general and the market for tlvesporate securities in particular have been gisdisince the second half of 2007. In its
analysis, the Company considered that the sevaniyduration of unrecognized losses was at lealy plue to the illiquidity caused by
market disruptions. Since that time, markets haakilized partly due to steps taken by the U.Sa3uey, the Federal Reserve Board, the
Federal Deposit Insurance Corporation and foreggrtral banks to restore liquidity and confidencéhim capital markets. Each of these
issuers has been able to raise capital in recems yand the fair values of these securities hasre@sed since the lows reached in the second
half of 2008.

Due to the reasons noted above, especially théncomg restoration of the capital markets, the ioyed valuation of the corporate securities

portfolio from the 2008 lows, the capital positiohthe issuers and the uninterrupted payment afaaitractually due interest, managemeni
determined that only a temporary impairment existeslarch 31, 2013.

Note 4. MortgageBacked Securities Available for Sale

The amortized cost and estimated market value ofgage-backed securities available for sale at M&dg 2013 and December 31, 2012 are
as follows (in thousands):

Gross Gros_s
Unrealize: Unrealize: Estimated
Amortized Market
March 31, 201{ Cost Gains Losses Value
FHLMC $150,41! $ 1,58¢ $ (109 $151,89¢
FNMA 222,18t 8,14« (84 230,24¢
GNMA 78E 202 — 987

$373,38¢ $993: $ (187)  $383,13
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Gross Gros_s
Unrealizel Unrealize Estimated
Amortized Market
December 31, 201 Cost Gains Losses Value
FHLMC $118,29: $ 1,28¢ $ (53 $119,52!
FNMA 204,29¢ 9,017 (17) 213,30:
GNMA 824 20€ — 1,03(

$323,41:  $10,50. $ (64)  $333,85

There were no gains or losses realized on theofamrtgage-backed securities available for salétfe three months ended March 31, 2013
and 2012.

The contractual maturities of mortgalgaeked securities available for sale vary; howether effective lives are expected to be shortern tha
contractual maturity date due to principal prepaytse

The estimated market value and unrealized losmfotgage-backed securities available for sale atiWa&1, 2013 and December 31, 2012,
segregated by the duration of the unrealized losasfollows (in thousands):

Less than 12 montt 12 months or longe Total
_ Estimate: _ )
Estimatec Unrealize Unrealize Estimatec Unrealize
Market Market Market
March 31, 201! Value Losses Value Losses Value Losses
FHLMC $32,08¢ $ (109 $ — $ —  $32,08 $ (109
FNMA 19,65¢ (84) — — 19,65¢ (84)
$51,748 $ (180 $ — $ — $51,74f $ (18))
Less than 12 montt 12 months or longe Total
_ Estimate: _ )
Estimatec Unrealizel Unrealizel Estimatec Unrealize
Market Market Market
December 31, 201 Value Losses Value Losses Value Losses
FHLMC $16,18¢ $ (53 $ — $ — $16,18t $ (59
FNMA 4,871 (11) — — 4,871 (11)
$21,057 $ (649 $ — $ — $2105 $ (64

The mortgage-backed securities are issued andrgearhby either FHLMC or FNMA, corporations whiate @hartered by the United States
Government and whose debt obligations are typicallgd AA+ by one of the internationally-recognizeddit rating services. FHLMC and
FNMA have been under the conservatorship of thefRédHousing Financial Agency since September 882The conservatorships have no
specified termination date. Also, FHLMC and FNMAvkantered into Stock Purchase Agreements, whitdwimg the issuance of Senior
Preferred Stock and Warrants to the United Stateaslry, provide FHLMC and FNMA funding commitmefrtsm the United States
Treasury. The Company considers the unrealize@$ossbe the result of changes in interest ratéshwdver time can have both a positive
and negative impact on the estimated market vdltieeomortgage-backed securities. Although thesggage-backed securities are available
for sale, the Company does not intend to sell tsesearities and it is more likely than not that @@mpany will not be required to sell the
securities before recovery of their amortized cAsta result, the Company concluded that unrealiagses on these available for sale
securities were only temporarily impaired at Ma8dh 2013.
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Note 5. Loans Receivable, Net
Loans receivable, net at March 31, 2013 and Dece8the2012 consisted of the following (in thousgnds

March 31, 201 December 31, 20:

Real estate
One-to-four family $ 784,92 $ 802,95¢
Commercial real estate, multi family and le 470,50 475,15!
Residential constructio 10,947 9,01:
Consume 192,60¢ 198,14:
Commercia 63,74 57,96"
Total loans 1,522,73. 1,543,23
Loans in proces (4,846 (3,639
Deferred origination costs, n 3,96¢ 4,112
Allowance for loan losse (20,499 (20,51()
Loans receivable, ni $ 1,501,36: $ 1,523,201

At March 31, 2013 and December 31, 2012, loankeraeimount of $47,437,000 and $43,374,000, respdgtiwere three or more months
delinquent or in the process of foreclosure anddbmpany was not accruing interest income on tteeses. There were no loans ninety days
or greater past due and still accruing interesh-Bocrual loans include both smaller balance homoge loans that are collectively evaluated
for impairment and individually classified impairkxhns.

The Company defines an impaired loan as all nonsatcommercial real estate, multi-family, landnstruction and commercial loans in
excess of $250,000. Impaired loans also includalis modified as troubled debt restructuringsMatch 31, 2013, the impaired loan
portfolio totaled $38,312,000 for which there waspacific allocation in the allowance for loan les®f $3,143,000. At December 31, 2012,
the impaired loan portfolio totaled $37,546,000Mdvich there was a specific allocation in the abowe for loan losses of $2,554,000. The
average balance of impaired loans for the threetihhsoended March 31, 2013 and 2012 was $38,18700@28,733,000, respectively.

An analysis of the allowance for loan losses ferttiree months ended March 31, 2013 and 201 2fddlaws (in thousands):

Three months ended

March 31,
2013 2012
Balance at beginning of period $20,51( $18,23(
Provision charged to operatio 1,10¢ 1,70C
Chargeoffs (1,367 (1,800
Recoveries 24E 111
Balance at end of peric $20,49¢ $18,24:
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The following table presents an analysis of thevedince for loan losses for the three months endadiM31, 2013 and 2012 and the balance
in the allowance for loan loses and the recordedstment in loans by portfolio segment and baseidhgairment method as of March 31,
2013 and December 31, 2012 (in thousands):

Commercie
Residentia
Real Estat Real Estat Consume Commercie Unallocate Total
For the three months ended March 31, 2
Allowance for loan losse:
Balance at beginning of peri $ 5241 $ 8937 $ 226¢ $ 1,34¢ $ 2,72( $ 20,51
Provision (benefit) charged to operatic 83C 324 (99 (22) 61 1,10¢
Chargtoffs (950 — (176 (23E) — (1,36))
Recoveries 64 25 154 2 — 24E
Balance at end of peric $ 518 $ 9,28 $ 2,14¢ $ 1094 $ 2,781 $ 20,49
For the three months ended March 31, 2
Allowance for loan losse:
Balance at beginning of peric $ 537 $ 847« $ 1461 $ 90C $ 2,028 $ 18,23(
Provision charged to operatio 14C 10¢ 772 323 357 1,70C
Chargroffs (1,379 (47 (37¢) — — (1,800)
Recoverie: 29 74 6 2 — 111
Balance at end of peric $ 4164 $ 860¢ $ 1,861 $ 1228 $ 238: $ 18,24!
March 31, 201!
Allowance for loan losse:
Ending allowance balance attributed to lo¢
Individually evaluated for impairme! $ 166 $ 245 $ 52 $ — $ — $ 3,14
Collectively evaluated for impairme 5,01¢ 6,82¢ 1,62¢ 1,094 2,781 17,35:
Total ending allowance balan $ 518 $ 928 $ 2,14¢ $ 109 $ 2,781 $ 20,49
Loans:
Loans individually evaluated for impairme $ 2230 $13057 $ 2661 $ 28 $ — $ 38,31
Loans collectively evaluated for impairme 773,57: 457,44° 189,94« 63,45¢ — 1,484,42
Total ending loan balanc $795,87¢ $470,50: $192,60t $63,74 $ — $1,522,73.
December 31, 201
Allowance for loan losse:
Ending allowance balance attributed to lo¢
Individually evaluated for impairme| $ 17¢ $ 183 $ 541 $ — $ — $ 255
Collectively evaluated for impairme 5,06z 7,10z 1,72¢ 1,34¢ 2,72( 17,95¢
Total ending allowance balan $ 5241 $ 8937 $ 226¢ $ 1,34t $ 2,72 $ 20,51(
Loans:
Loans individually evaluated for impairme $22427 $1211¢ $ 2,712 $ 291 $ — $ 37,54¢
Loans collectively evaluated for impairme 789,54! 463,03¢ 195,43: 57,67¢ — 1,505,69
Total ending loan balanc $811,97. $475,15! $198,14:. $5796 $ — $1,543,23
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A summary of impaired loans at March 31, 2013 aeddnber 31, 2012 is as follows (in thousands):

March 31 December 3:

2013 2012
Impaired loans with no allocated allowance for |b@sses $25,81¢ $ 25,51
Impaired loans with allocated allowance for loasskex 12,49; 12,03:
$38,31: $ 37,54t
Amount of the allowance for loan losses alloc: $ 3,14: $ 2,55

At March 31, 2013, impaired loans include troubdietbt restructuring loans of $35,615,000 of which,328,000 were performing in
accordance with their restructured terms for a mimn of six months and were accruing interest. Acddeber 31, 2012, impaired loans
include troubled debt restructuring loans of $33,800 of which $17,733,000 were performing in adeace with their restructured terms
were accruing interest.

The summary of loans individually evaluated for arment by class of loans as of March 31, 2013@@&cember 31, 2012 and for the three
months ended March 31, 2013 and 2012 follows (@usands):

Allowance
Unpaid for Loan
Principal Recorded Losses
Balance Investmer Allocated
As of March 31, 201.
With no related allowance recorde
Residential real estat
Originated by Banl $11,94¢ $11,24¢ $ —
Originated by mortgage compa 7,95¢ 7,631 —
Originated by mortgage compe—nor-prime 2,781 2,19i —
Commercial real estat
Commercia 2,69¢ 2,657 —
Construction and lan — — —
Consume 2,08¢ 1,79¢ —
Commercia 28¢ 28¢ —

$27,75: $25,81¢ $ —

With an allowance recorde
Residential real estat
Originated by Banl $ 82¢ $ 82¢ $ 131
Originated by mortgage compa 40z 40z 35
Originated by mortgage compeé—nor-prime — — —
Commercial real estat

Commercia 10,047 9,92¢ 2,44(
Construction and lan 472 472 17
Consume 87C 867 52C

Commercia — — —
$12,61¢ $12,497 $ 3,14

As of December 31, 201
With no related allowance recorde
Residential real estat

Originated by Banl $11,20( $10,95¢ $ —

Originated by mortgage compa 7,21C 7,061 —

Originated by mortgage compeé—nor-prime 2,33t 2,251 —
Commercial real estat

Commercia 2,722 2,691 —

Construction and lan 482 482 —
Consume 1,95¢ 1,781 —
Commercia 291 291 —

$26,19¢ $25,51! $ —
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With an allowance recorde
Residential real estat
Originated by Banl
Originated by mortgage compa

Originated by mortgage compeé—nor-prime

Commercial real estat
Commercia
Construction and lan

Consume

Commercia

With no related allowance recorde
Residential real estat
Originated by Banl
Originated by mortgage compa
Originated by mortgage compeé—nor-prime
Commercial real estat
Commercia
Construction and lan
Consume
Commercia

With an allowance recorde
Residential real estat
Originated by Banl
Originated by mortgage compa
Originated by mortgage compeé—nor-prime
Commercial real estat
Commercia
Construction and lan
Consume
Commercia

23

Allowance
Unpaid for Loan
Principal Recorded Losses
Balance Investmer Allocated
$ 1,761 $ 1,75¢ $ 14z
404 404 37
9,02 8,94: 1,834
934 931 541
$12,12: $12,03: $ 2,554
Three months ended March ¢
2013 2012
Average Interest Average Interest
Recorded Income Recorded Income
Investmer Recognize Investmer Recognize
$11,62: $ 93 $ 9,37¢ $ 99
7,33¢ 72 4,78¢ 50
2,22¢ 3 2,41z 1
2,674 31 2,37¢ —
1,794 15 71z 10
29C 2 424 —
$25,94: $ 21€ $20,09( $ 16C
$ 82¢ $ 11 $ 197 $ —
402 7 38¢ 4
9,67¢ 74 7,92¢ —
472 — — —
86¢ 14 131 1
$12,24¢ $ 10€ $ 8,64: $ 5
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The following table presents the recorded investrirenon-accrual loans by class of loans as of M&t, 2013 and December 31, 2012 (in

thousands):

Residential real estat
Originated by Banl
Originated by mortgage compa
Originated by mortgage compeé—nor-prime
Residential constructio
Commercial real estat
Commercia
Construction and lan
Consume
Commercia

March 31, 201

$

$ 47,43

16,75¢
10,04:
2,77z

12,24¢
472
4,68(
472

December 31, 20:

$

$

13,15¢
10,47:
2,88¢

11,08¢
482
4,54(
74€

43,37¢

As used in these footnotes, loans “Originated bytgame company” are mortgage loans originated utideBank’s underwriting guidelines
by the Bank’s shuttered mortgage company, andnedaas part of the Bank’s mortgage portfolio. THeaas have significantly higher

delinquency rates than similar loans originatedhgyBank. Loans “Originated by mortgage compangr-prime” are subprime or Alt-A
loans which were originated for sale into the seleoy market by the Bank’s shuttered mortgage compan

The following table presents the aging of the rdedrinvestment in past due loans as of March 313 200d December 31, 2012 by class of

loans (in thousands):

Greater

30-59 60-89 than
Days Days 90 Days Total Loans Not
Past Due Past Du Past Due Past Due Past Due Total
March 31, 201
Residential real estat
Originated by Banl $ 3,192 $2,581 $1557( $21,347 $ 650,380 $ 671,72t
Originated by mortgage compa 3,10¢ 84C 9,90¢ 13,85¢ 95,23 109,08¢
Originated by mortgage compeé—nor-prime 122 321 2,25¢ 2,69¢ 1,41¢ 4,11¢
Residential constructio — — — — 10,947 10,947
Commercial real estat
Commercia 5,74¢ 59 2,361 8,16¢ 449,34¢ 457,51!
Construction and lan — 62E 472 1,097 11,89: 12,98¢
Consume 961 12¢ 4,58k 5,67¢ 186,93 192,60t
Commercia — 72 112 184 63,56: 63,747
$13,127 $4,627 $35,26: $53,01¢ $1,469,71' $1,522,73.
December 31, 201
Residential real estat
Originated by Banl $586: $ 78z $10,62: $17,26¢ $ 666,83. $ 684,10:
Originated by mortgage compa 2,87( 7 10,29« 13,17: 101,43 114,60¢
Originated by mortgage compeé—nor-prime 431 47 2,36¢ 2,841 1,402 4,24¢
Residential constructio — — — — 9,01: 9,01:
Commercial real estat
Commercia 2,42: 60¢ 2,867 5,89: 457,39 463,28°
Construction and lan — — 482 482 11,38¢ 11,86¢
Consume 71¢ 57¢€ 4,457 5,752 192,39: 198,14
Commercia — — 112 112 57,85¢ 57,967
$12,30F  $2,02( $31,20. $45,52¢ $1,497,71  $1,543,23

The Company categorizes all commercial and commaleneal estate loans, except for small businesssldato risk categories based on
relevant information about the ability of borrowéssservice their debt such as: current financitdrimation, historical payment experience,

credit documentation and current economic trenareg other factors. This analysis is performed gunarterly basis. The Company uses the

following definitions for risk ratings:

Special Mention. Loans classified as Special Menkiave a potential weakness that deserves manatsemiese attention. If left
uncorrected, these potential weaknesses may ragigterioration of the repayment prospects fordla@ or of the Bank’s credit

position at some future date.
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Substandard. Loans classified as Substandard @dedoately protected by the current net worth ayihg capacity of the borrower or
of the collateral pledged, if any. Loans so clasdihave a well-defined weakness or weaknessegethadrdize the liquidation of the
debt. They are characterized by the distinct pdigithat the Company will sustain some loss i theficiencies are not corrected.

Doubtful. Loans classified as Doubtful have all ieaknesses inherent in those classified as Sudzsthrwith the added characteristic
that the weaknesses make collection or liquidatidull, on the basis of currently existing faotenditions, and values, highly
guestionable and improbable.

Loans not meeting the criteria above that are aealyndividually as part of the above describeatess are considered to be Pass rated loans
Loans not rated are included in groups of homogesémans. As of March 31, 2013 and December 312 28id based on the most recent
analysis performed, the risk category of loanslbgsof loans is as follows (in thousands):

Special
Pass Mention Substandai Doubtful Total
March 31, 201:
Commercial real estat
Commercia $423,91' $1,77F $ 30,96 $ 86z $457,51!
Construction and lan 12,01 50€ 472 — 12,98¢
Commercia 63,37 — 372 — 63,74

$499,30C $2,281 $31,80¢ $ 86z $534,25:

December 31, 201
Commercial real estat

Commercia $429,39¢ $1,77F $ 31,27 $ 844 $463,28°
Construction and lan 10,88( 50¢ 482 — 11,86¢
Commercia 57,34 — 391 23E 57,96

$497,61+ $2,281 $ 32,14t $1,07¢ $533,12

For residential and consumer loan classes, the @oyngvaluates credit quality based on the agirtgstf the loan, which was previously
presented, and by payment activity. The followialglé presents the recorded investment in resideméconsumer loans based on payment
activity as of March 31, 2013 and December 31, 2@ithousands):

Residential Real Esta

Originated b'
Originated
by mortgag mortgage
Originated company — Residentia
by Bank company nor-prime constructio Consume

March 31, 201
Performing $654,97: $ 99,04¢ $ 1,34: $ 10,94° $187,92¢
Non-performing 16,75¢ 10,04 2,77 — 4,68(

$671,72¢ $109,08¢ $ 4,11 $ 10,94 $192,60¢

December 31, 201

Performing $670,94¢ $104,13: $ 1,361 $ 9,01 $193,60:

Non-performing 13,15¢ 10,47 2,88¢ — 4 ,54(
$684,10: $114,60¢ $ 4,24¢ $ 9,01 $198,14:

The Company classifies certain loans as troubléd estructurings (“TDR”) when credit terms to attwover in financial difficulty are
modified. The modifications may include a reductiomate, an extension in term and/or the capidilin of past due amounts. Included in
non-accrual loan total at March 31, 2013 and Deeer8l, 2012 were $19,287,000 and $18,160,000, céeply, of troubled debt
restructurings. At March 31, 2013 and Decembe2812, the Company has allocated $2,410,000 and $24d0, respectively, of specific
reserves to loans which are classified as troutidd restructurings. Noaecrual loans which become troubled debt restringsrare returne
to accrual status after six months of performaiteaddition to the troubled debt restructuringduded in non-accrual loans, the Company
also has loans classified as troubled debt resiiags which are accruing at March 31, 2013 andebdser 31, 2012, which totaled
$16,328,000 and $17,733,000, respectively. Nonegmgrand accruing troubled debt restructurings veeheersely impacted at March 31,
2013 by $2,877,000 and $5,164,000, respectively gibecember 31, 2012 by $1,704,000 and
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$6,291,000, respectively, due to the implementatiomew guidance issued by the Bank’s regulate Qfffice of the Comptroller of the
Currency (*OCC"). The amount now includes one-tasftamily and consumer loans where the borroweblgation was discharged due to
bankruptcy. The updated guidance requires the Coynjmeinclude certain loans as troubled debt resnings due to the discharge of the
borrower’s debt. These loans continue to make paysras agreed and the Bank retains its securitydst in the real estate collateral.
Troubled debt restructurings with six months offpenance are considered in the allowance for loasds similar to other performing loans.
Troubled debt restructurings which are non-acconalassified are considered in the allowancedanllosses similar to other non-accrual or
classified loans.

The following table presents information about bima debt restructurings which occurred duringttiree months ended March 31, 2013 and
2012, and troubled debt restructurings modifiedhimithe previous year and which defaulted duriregttiree months ended March 31, 2013
and 2012 (dollars in thousands):

Post-

modificatior
Pre-modification
Recorded Recorded
Number of Loan Investmen Investmen
Three months ended March 31, 2(
Troubled Debt Restructuring
Residential real estat
Originated by Banl 3 $ 83 $ 75
Consume 1 2 2
Number of Loan Recorded Investme
Troubled Debt Restructuring
Which Subsequently Defaulte None None
Post-
modificatior
Pre-modification Recorded
Number of Loan Recorded Investme _Investmen
Three months ended March 31, 2(
Troubled Debt Restructuring
Residential real estat
Originated by Banl 2 $ 772 $ 67¢
Commercial real estat
Commercia 2 1,28¢ 1,237
Number of Loan Recorded Investme
Troubled Debt Restructuring
Which Subsequently Defaulte None None

Note 6. Reserve for Repurchased Loans and Loss Sirax Obligations

An analysis of the reserve for repurchased loadd@ss sharing obligations for the three monthsedridarch 31, 2013 and 2012 is as follc
(in thousands). The reserve is included in otfailities in the accompanying statements of finahcondition.

Three months ended

March 31,
2013 2012
Balance at beginning of period $1,20¢ $70¢
Provision charged to operatio 97t 15C
Loss on loans repurchased, settlements or payraedés loss sharing
arrangement (695) —
Recoveries 20E —
Balance at end of peric $1,68¢ $85¢

The reserve for repurchased loans and loss shabiigations was established to provide for expetdsdes related to outstanding loan
repurchase requests, additional repurchase requkgtls may be received on loans previously solmhtestors and other loss sharing
obligations. In establishing the reserve for repased loans and loss sharing obligations, the Coynpansidered all types of sold loans. The
Company prepares a comprehensive analysis of #guady of the reserve for repurchased loans asdlwring obligations at each quarter-
end. The reserve includes a specific loss estioratbe outstanding loan repurchase requests bastd @stimated fair value of the
underlying collateral modified by the likelihood loks which was estimated based on historical éapes. The reserve also includes a gel
loss estimate based on an estimate of loans likebe returned for repurchase and the estimatadologshose loans. Finally, the reserve i



includes
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an estimate of the Bank’s obligation under a ldssiag arrangement with the Federal Home Loan Balgting to loans sold into their
Mortgage Partnership Finance (“MPF”") program. Unithés program, the Bank and the FHLB share créslitfor loans sold. The first loss
position, equal to 1% of the aggregate amount®idhn pool, is absorbed by the FHLB through a cédn in credit enhancement fees pai
the Bank. The second loss position, generally éogehe next 1.5% to 4.0% of the aggregate loan, p@absorbed by the Bank. Loan losses
above the combination of these two thresholdswhe dbsorbed by the FHLB. In establishing the resgthe Company considered recent
historical experience, product type and volumenahl sales and the general economic environment.

The reserve for repurchased loans and loss shabligations was $1.7 million at March 31, 2013 48%,000 increase from December 31,
2012 due to a general provision of $100,000 fourefpase requests, an additional provision relatrigans sold to the FHLB, incurred losses
relating to the FHLB loan sales, a comprehensittteseent with one investor relating to existing andicipated loan repurchase requests,
recoveries of previously charged-off amounts. lRerthree months ended March 31, 2013, the Banlgréoed actual losses for the first time
under the MPF program of $245,000 on two loanssimgle pool. In light of these realized losses, Bank performed an analysis of
additional loss exposure and determined that amtditicovered losses within that loan pool werelyiland recorded an additional provisior
$875,000. The analysis also revealed the actusétosf $245,000 and the general provision of $&Ibr6lated to asset quality deterioration
in the loan pool should have been recognized ior grériods; however these amounts were not coresideaterial to such periods. The
Bank’s maximum remaining loss exposure on all losold to the FHLB is $1.8 million, although the B&nreserve includes an estimate of
expected future losses. Therefore, additional b8sk only be recognized if loan performance digtates beyond expectations. The reserve
was reduced by a cash payment of $450,000 as fparta@mprehensive settlement with a single investach settled seven outstanding loan
repurchase requests and terminated the right dhtlestor to make any future claims for repurchase anticipated loss on this
comprehensive settlement was considered in estadgishe reserve at December 31, 2012. The Bamnkratognized $205,000 in recoveries
relating to amounts previously charged-off. At MaB1, 2013, there were six outstanding loan re@sehlequests which the Company is
disputing on loans with a total principal balané&b.8 million, as compared to 12 outstanding logpurchase requests with a principal
balance of $3.6 million at December 31, 2012.

Note 7. Deposits
The major types of deposits at March 31, 2013 aaedehber 31, 2012 were as follows (in thousands):

Type of Accoun March 31, 201 December 31, 20:
Non-interest-bearing $ 201,78 $ 179,07:
Interes-bearing checkini 910,54 940,19(
Money market depos 124,79 118,15¢
Savings 285,81! 256,03!
Time deposit: 217,35: 226,21¢

Total depositt $1,740,29. $ 1,719,67

Included in time deposits at March 31, 2013 anddbdwer 31, 2012, is $55,414,000 and $57,871,000ectisely, in deposits of $100,000
and over.

Note 8. Recent Accounting Pronouncements

Accounting Standards Update No. 2013-02, “Comprsiverincome — Reporting Amounts Reclassified Olhatumulated Other
Comprehensive Income” requires an entity to prouidermation about the amounts reclassified owafumulated other comprehensive
income by component. In addition, an entity is iegplito present, either on the face of the stat¢nvbare net income is presented or in the
notes, significant amounts reclassified out of awglated other comprehensive income by the respelitie items of net income but only if
the amount reclassified is required under Generadlyepted Accounting Principles (“GAAPt) be reclassified to net income in its entiret
the same reporting period. For other amounts tleahat required under GAAP to be reclassified ®irtentirety to net income, an entity is
required to cross-reference to other disclosurgsired under GAAP that provide additional detaibabthose amounts. The standard is
effective prospectively for reporting periods, umting interim periods, beginning after December28,2. For the three months ended
March 31, 2013, the Company had no reclassificat@mrt of accumulated other comprehensive incomeraadet income.

Note 9. Fair Value Measurements

Fair value is defined as the price that would lmeired to sell an asset or paid to transfer allfglin an orderly transaction between market
participants. A fair market measurement assumeghbaransaction to sell the asset or transfefigidity occurs in the principal market for
the asset or liability or in the absence of a ppakmarket, the most advantageous market for ¢iseteor liability. The price in the principal
(or the most advantageous) market used to measeifait value of the asset or liability shall netddjusted for transaction costs. An orderly
transaction is a transaction that assumes exptstine market for a period prior to the measurendate to allow for marketing activities that
are usual and customary for transactions involgingh assets and liabilities; it is not a forcedgextion. Market participants are buyers and
sellers in the principal market that are (i) indegent, (ii) knowledgeable, (iii) able to transantigiv) willing to transact.
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The Company uses valuation techniques that aréstenswith the market approach, the income apgr@ad/or the cost approach. The
market approach uses prices and other relevarmiafion generated by market transactions involuilegtical or comparable assets and
liabilities. The income approach uses valuatiommégues to convert future amounts, such as caslsfto earnings, to a single present am
on a discounted basis. The cost approach is bast#tte@mount that currently would be required flaee the service capacity of an asset
(replacement costs). Valuation techniques shoulcbibsistently applied. Inputs to valuation techeigvefer to the assumptions that market
participants would use in pricing the asset oriliigh Inputs may be observable, meaning those itbféct the assumptions market particip:
would use in pricing the asset or liability and eleyped based on market data obtained from indep¢isderces, or unobservable, meaning
those that reflect the reporting entity’s own asgtioms about the assumptions market participantddvase in pricing the asset or liability
and developed based on the best information availalthe circumstances. In that regard, a faiuedlierarchy has been established for
valuation inputs that gives the highest prioritygteted prices in active markets for identical esse liabilities and the lowest priority to
unobservable inputs. Movements within the fair eahierarchy are recognized at the end of the agdpkcreporting period. There were no
transfers between the levels of the fair valueaniy for the three months ended March 31, 2018.f&aln value hierarchy is as follows:

Level 1 Inputs—Unadjusted quoted prices in actiwlats for identical assets or liabilities that teporting entity has the ability to access at
the measurement date.

Level 2 Inputs—Inputs other than quoted pricesudel in Level 1 that are observable for the asskdluility, either directly or indirectly.
These include quoted prices for similar asset&bilities in active markets, quoted prices forritleal or similar assets or liabilities in mark
that are not active, inputs other than quoted pribat are observable for the asset or liabiliby @&xample, interest rates, volatilities,
prepayment speeds, loss severities, credit risktslafault rates) or inputs that are derived prialtypfrom or corroborated by observable
market data by correlations or other means.

Level 3 Inputs—Significant unobservable inputs tediect an entity’s own assumptions that marketigigants would use in pricing the
assets or liabilities.

Assets and Liabilities Measured at Fair Value

A description of the valuation methodologies usmdassets and liabilities measured at fair valaayell as the general classification of such
instruments pursuant to the valuation hierarchgeisforth below. Certain financial assets andrfaial liabilities are measured at fair value on
a non-recurring basis, that is, the instrumentsiataneasured at fair value on an ongoing basistmsubject to fair value adjustments in
certain circumstances (for example, when thereigeace of impairment).

Investments and Mortgadgacked Securities

Securities classified as available for sale arentepl at fair value utilizing Level 1 and Levelruts. In general, fair value is based upon
guoted market prices, where available. Most ofGbenpany’s investment and mortgage-backed secuyrit@sgever, are fixed income
instruments that are not quoted on an exchangerbutought and sold in active markets. Priceshf@se instruments are obtained through
third party pricing vendors or security industrysmes that actively participate in the buying aellirsg of securities. Prices obtained from
these sources include market quotations and m@atding. Matrix pricing is a mathematical techniqueed principally to value certain
securities without relying exclusively on quoteitps for the specific securities, but comparinggeurities to benchmark or comparable
securities.

Fair value estimates are made at a point in tiraset on relevant market data as well as the biestriation available about the security.
llliquid credit markets have resulted in inactivankets for certain of the Company’s securitiesaAssult, there is limited observable market
data for these assets. Fair value estimates fariies for which limited observable market datavsilable are based on judgments regarding
current economic conditions, liquidity discountedit and interest rate risks, and other factohesg estimates involve significant
uncertainties and judgments and cannot be detedmwiitd precision. As a result, such calculated Yailue estimates may not be realizable in
a current sale or immediate settlement of the dgcur

The Company utilizes third party pricing service®btain market values for its corporate bonds. &g@ment’s policy is to obtain and review
all available documentation from the third participrg service relating to their market value detierations, including their methodology and
summary of inputs. Management reviews this docuatimt, makes inquiries of the third party priciregéce and makes a determination &
the level of the valuation inputs. Based on the Gany’s review of the available documentation fréma third party pricing service,
management concluded that Level 2 inputs werezatlli The significant observable inputs include bemark yields, reported trades,
broker/dealer quotes, issuer spreads, benchmaukitses and observations of equity and credit défauap curves related to the issuer.
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Other Real Estate Owned and Impaired Loans

Other real estate owned, and loans measured faiiment based on the fair value of the underlyioliateral are recorded at estimated fair
value, less estimated selling costs of 20% and 1B6%pectively. Fair value is based on independeprtzésals.

The following table summarizes financial assets famghcial liabilities measured at fair value asvtdrch 31, 2013 and December 31, 2012,
segregated by the level of the valuation inputéiwithe fair value hierarchy utilized to measurie ¥Yalue (in thousands):

Fair Value Measurements at Reporting Date Us

Total Fair Level 1 Level 2 Level 3
Value Inputs Inputs Inputs
March 31, 201!
Items measured on a recurring ba
Investment securities available for s¢
U.S. agency obligatior $138,88! $ — $ 138,88 $ —
State and municipal obligatio 24,88¢ — 24,88¢ —
Corporate debt securitis 45,08’ — 45,08: —
Equity investment 5,68¢ 5,68t — —
Mortgagebacked securities available for s 383,13: — 383,13: —
Items measured on a r-recurring basis
Other real estate own 2,81: — — 2,81:
Loans measured for impairment based on the fair
value of the underlying collater 12,49: — — 12,497
Fair Value Measurements at Reporting Date Us
Total Fair Level 1 Level 2 Level 3
Value Inputs Inputs Inputs
December 31, 201
Items measured on a recurring ba
Investment securities available for s¢
U.S. agency obligatior $139,05( $ — $ 139,05 $ —
State and municipal obligatio 25,78( — 25,78( —
Corporate debt securiti 43,47( — 43,47( —
Equity investment 5,29: 5,29: — —
Mortgagebacked securities available for s 333,85 — 333,85 —
Items measured on a r-recurring basis
Other real estate ownt 3,21( — — 3,21(
Loans measured for impairment based on the fair
value of the underlying collater 12,03 — — 12,03

Assets and Liabilities Disclosed at Fair Value

A description of the valuation methodologies usadassets and liabilities disclosed at fair vahsewell as the general classification of such
instruments pursuant to the valuation hierarchseisforth below.

Cash and Due from Banks
For cash and due from banks, the carrying amoyroapnates fair value.

Federal Home Loan Bank of New York Stock

The fair value for Federal Home Loan Bank of NewRkystock is its carrying value since this is theoaimt for which it could be redeemed.
There is no active market for this stock and then@any is required to maintain a minimum investmzaged upon the outstanding balance of
mortgage related assets and outstanding borrowings.

Loans

Fair values are estimated for portfolios of loarthwimilar financial characteristics. Loans argregated by type such as residential
mortgage, construction, consumer and commerciah ian category is further segmented into fixed adjustable rate interest terms.

Fair value of performing and non-performing loaresvestimated by discounting the future cash flowspf estimated prepayments, at a rate
for which similar loans would be originated to nbarrowers with similar terms. Fair values estimatethis manner do not fully incorporate
an exit price approach to fair value, but inste@dtmsed on a comparison to current market ratefaparable loans.
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Deposits Other than Time Deposits

The fair value of deposits with no stated matustych as non-interest-bearing demand deposits)gawvand interest-bearing checking
accounts and money market accounts are, by definigéiqual to the amount payable on demand. Theedeiasensitivity of the majority of
these deposits to interest rate changes creatgsificeint inherent value which is not reflectedtlire fair value reported.

Time Deposits

The fair value of time deposits are based on theadinted value of contractual cash flows. The disteate is estimated using the rates
currently offered for deposits of similar remainimgturities.

Securities Sold Under Agreements to RepurchaseRéthil Customers

Fair value approximates the carrying amount asstbesrowings are payable on demand and the intexesaidjusts monthly.

Borrowed Funds

Fair value estimates are based on discountingactl cash flows using rates which approximatedles offered for borrowings of similar
remaining maturities.

The book value and estimated fair value of the Basignificant financial instruments not recordedaar value as of March 31, 2013 and
December 31, 2012 are presented in the followibteta(in thousands):

Fair Value Measurements at Reporting Date Us

Book Level 1 Level 2 Level 3
Value Inputs Inputs Inputs
March 31, 201
Financial Assets
Cash and due from ban $ 71,36 $71,36: $ — $ —
Federal Home Loan Bank of New York stc 17,12( — — 17,12(
Loans receivable and mortgage loans held for 1,505,48. — — 1,544,22!
Financial Liabilities:
Deposits other than time depos 1,522,94. — 1,522,94. —
Time deposit: 217,35: — 222,07( —
Securities sold under agreements to repurchase \
retail customer 71,31 71,31 — —
Federal Home Loan Bank advances and other
borrowings 252,50( — 257,67 —
Fair Value Measurements at Reporting Date Us
Book Level 1 Level 2 Level 3
Value Inputs Inputs Inputs
December 31, 201
Financial Assets
Cash and due from ban $ 62,54« $62,54¢ $ — $ —
Federal Home Loan Bank of New York stc 17,06: — — 17,06:
Loans receivable and mortgage loans held for 1,529,94 — — 1,572,29
Financial Liabilities:
Deposits other than time depos 1,493,45. — 1,493,45 —
Time deposit: 226,21t — 231,44! —
Securities sold under agreements to repurchase \
retail customer 60,79: 60,79: — —
Federal Home Loan Bank advances and other
borrowings 252,50( — 258,57 —
Limitations

Fair value estimates are made at a specific poititrie, based on relevant market information afiarimation about the financial instrument.
These estimates do not reflect any premium or distcthat could result from offering for sale at dime the Company’s entire holdings of a
particular financial instrument. Because a limitedrket exists for a significant portion of the Camp’s financial instruments, fair value
estimates are based on judgments regarding fukpected loss experience, current economic conditiosk characteristics of various
financial instruments, and other significant unalbable inputs. These estimates are subjectivetur@and involve uncertainties and matters
of significant judgment and, therefore, cannot betmined with precision. Changes in assumptionfdcsignificantly affect the estimates.

Fair value estimates are based on existing balstmeet financial instruments without attemptinggtreate the value of anticipated future
business and the value of assets and liabilitigisatte not considered financial instruments. Sigaift assets and liabilities that are not
considered financial assets or liabilities inclagderred tax assets, and premises and equipmesddition, the tax ramifications related to



realization of the unrealized gains and lossesheae a significant effect on fair value estimated have not been considered in the estim

30



Table of Contents

PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

The Company is not engaged in any legal proceedihganaterial 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 conditamresults of operations.

Iltem 1A. Risk Factors

For a summary of risk factors relevant to the Comypaee Part I, Item 1A, “Risk Factors,” in the 2@Horm 10-K. There were no material
changes to risk factors relevant to the Companp&rations since December 31, 2012.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds

On November 27, 2012, the Company announced #éstioh to repurchase up to 901,002 shares or 5% ofitstanding common stor
Information regarding the Company’s common stoglurehases for the three month period ended MarcB@H3 is as follows:

Total Number of Maximum
Total ; Sh Purchased Number of Sh
Part of Publicly Purchased Under t
Shares Paid per Announced Plans
Perioc Purchase Share or Programs Plans or Progran
January 1, 2013 through January 31, 2013 — $ — — 834,78:
February 1, 2013 through February 28, 2 107,84( 14.3: 107,84( 726,94
March 1, 2013 through March 31, 20 146,50( 14.32 146,50( 580,44

Item 3. Defaults Upon Senior Securitie:
Not Applicable

Item 4. Mine Safety Disclosures
Not Applicable

Iltem 5. Other Information
Not Applicable

Iltem 6. Exhibits
Exhibits:

10.3C  Employment Agreement between Christopher D. Mahdr@ceanFirst Financial Corp. (

10.31  Employment Agreement between Christopher D. Mahdr@ceanFirst Bank (:

31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuant $ection 302 of the Sarba-Oxley Act of 200z

32.0 Certification pursuant to 18 U.S.C. Section 135@dded by Section 906 of the Sarbi-Oxley Act of 200z

101.C  The following materials from the Company’s QuastéRieport on Form 10-Q for the quarter ended Marth2®13, formatted in
XBRL (Extensible Business Reporting Language)th@® Consolidated Statements of Financial Condiffijnthe Consolidated
Statements of Income, (iii) the Consolidated Stateis of Comprehensive Income, (iv) the Consolid&dements of Changes in
Stockholder' Equity, (v) the Consolidated Statements of CaskwEland (vi) the Notes to Consolidated Financiatedteents.*

* Pursuant to SEC rules, this exhibit will not beedhed filed for purposes of Section 18 of the ErglaAct or otherwise subject to the
liability of that section
(1) Incorporated herein by reference from Exhibit torfk@&-K filed on February 28, 201.
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SIGNATURES

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

OceanFirst Financial Cor
Registran

DATE: May 10, 2013 /s/ John R. Garbarin
John R. Garbarin
Chairman of the Board and Chief Executive Offi

DATE: May 10, 2013 /sl Michael J. Fitzpatric
Michael J. Fitzpatricl
Executive Vice President and Chief Financial Offi
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32.0
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Exhibit Index
Descriptior Pag
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Certification of Chief Financial Officer pursuawnt $ection 302 of the Sarba-Oxley Act of 2002 35
Certification pursuant to 18 U.S.C. Section 135@@ded by Section 906 of the Sarb«-Oxley Act of 200z 36

The following materials from the Company’s QuageRleport on Form 10-Q for the quarter ended Marth?813,
formatted in XBRL (Extensible Business Reportingngaage): (i) the Consolidated Statements of Firzu@bndition, (ii)
the Consolidated Statements of Income, (iii) th@sddidated Statements of Comprehensive Incometi@e/Consolidated
Statements of Changes in Stockholders’ Equityti{®)Consolidated Statements of Cash Flows andh@iNotes to
Consolidated Financial Statement

* Pursuant to SEC rules, this exhibit will not beedhed filed for purposes of Section 18 of the ErgleaAct or otherwise subject to the
liability of that section
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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 dagsantain any untrue statement of a material dactmit 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 statememd,other financial information included in thisagterly report, fairly present in
all material respects the financial condition, tesaf operations and cash flows of the registeenof, and for, the periods
presented in this quarterly repc

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

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

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

C. Evaluated the effectiveness of the registratisslosure controls and procedures and presentnikiguarterly 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 changgharegistrant’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 evaluatioriernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors parsons performing the
equivalent function)

a. All significant deficiencies and material weagses in the design or operation of internal corttvelr financial reporting

which are reasonably likely to adversely affectrdgistrant’s ability to record, process, summaaizd report financial
information; anc

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

Date: May 10, 2013 /s/ John R. Garbarin
John R. Garbarin
Chief Executive Office
(principal executive officer
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Exhibit 31.

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

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

2. Based on my knowledge, this quarterly report dagsantain any untrue statement of a material dactmit 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 statemamd,other financial information included in thisagterly report, fairly present in
all material respects the financial condition, issaf operations and cash flows of the registeemof, and for, the periods
presented in this quarterly repc

4.  The registran$ other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))%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 thgistrant, including its consolidated subsidigrie made known to us by
others within those entities, particularly durifg period in which this quarterly report is beinggared

b. Designed such internal control over financigloing or caused such internal control over finan@porting 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 registradisslosure controls and procedures and presentiisiguarterly report our
conclusions about the effectiveness of the discésantrols 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 ofaamual report) that has
materially affected, or is reasonably likely to erélly affect, the registra’s internal control over financial reportir

5.  The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors farsons performing the
equivalent function)

a. All significant deficiencies and material weagses in the design or operation of internal cortvelr financial reporting

which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; anc

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

May 10, 2013 /sl Michael J. Fitzpatric

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

35



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 tloe period ending March 31, 2013

as filed with the Securities and Exchange Commissiothe date hereof (the “Report”), the undersilgeertify, pursuant to 18 U.S.C. 81350,
as added by 8906 of the Sarbanes-Oxley Act of 20002,

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&efairly presents, in all material respects, fihancial condition and resul
of operations of the Company as of and for thegoecbvered by the Repo

/s/ John R. Garbarir
John R. Garbarin
Chief Executive Office
May 10, 201z

/s/ Michael J. Fitzpatric
Michael J. Fitzpatricl
Chief Financial Office
May 10, 201:
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