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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

FINANCIAL SUMMARY At or for the Quarter Ende

(dollars in thousands, except per share amo September 30, 20 June 30, 201 September 30, 20
SELECTED FINANCIAL CONDITION DATA

Total asset $ 2,286,28 $2,305,66. $  2,304,42
Loans receivable, ni 1,522,42! 1,505,68! 1,545,64!
Deposits 1,768,91. 1,703,741 1,739,97.
Stockholder' equity 213,76¢ 216,27¢ 219,68"
SELECTED OPERATING DATA :

Net interest incom 17,54. 17,54: 18,00(
Provision for loan losse 70C 80C 1,40C
Other income 4,56¢ 4,741 4,87¢
Operating expenst 13,78¢ 13,72« 13,83¢
Net income 4,96¢ 4,98} 4,95¢
Diluted earnings per sha 0.2¢ 0.2¢ 0.2¢
SELECTED FINANCIAL RATIOS :

Stockholder’ equity per common sha 12.3( 12.2¢ 12.1¢
Cash dividend per sha 0.1z 0.12 0.12
Stockholder' equity to total asse 9.35% 9.3t% 9.55%
Return on average assets 0.8¢ 0.87 0.8¢
Return on average stockholc’ equity (1) 9.17 9.0¢ 9.0¢
Average interest rate spre 3.11 3.1¢ 3.1¢
Net interest margi 3.2C 3.21 3.2¢
Operating expenses to average assel 2.3¢ 2.3¢ 2.3¢€
Efficiency ratio 62.3¢ 61.5¢ 60.4¢
ASSET QUALITY :

Non-performing loan: $ 41,56¢ $ 45,90( $ 41,17
Non-performing assel 45,82« 49,32( 44,80:
Allowance for loan losses as a percent of totah$o@ceivabl 1.35% 1.36% 1.17%
Allowance for loan losses as a percent of tota-performing loan: 50.2¢ 45.3¢ 44.4;
Non-performing loans as a percent of total loans redde 2.6¢ 3.0C 2.63
Non-performing assets as a percent of total a: 2.0C 2.1¢ 1.94

(1) Ratios are annualize
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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 operatare primarily dependent on net interest ingontech is the difference between the
interest income earned on interest-earning ass@th, 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,
trust and asset management services, the salgedtment products, merchant credit card serviagspsit accounts, and other fees. The
Company’s operating expenses primarily consisioofigensation and employee benefits, occupancy anigragnt, marketing, data
processing, federal deposit insurance and genedshdministrative expenses. The Company’s restiftperations 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 Compang’net interest margin had generally contracted. tbuke low interest rate environment, high lodmence volume causi
yields on loans and mortge-backed securities to trend downward. At the same,tthe Company’s asset mix shifted as highelding loans
decreased due to prepayments and the sale of meigipated 30-year fixed-rate one-to-four familyits while lower-yielding securities
increased. More recently, the Company’s net intaresgin has stabilized. Although high loan refioawvolume and shifting asset mix
continued into the second quarter of 2013, the Gopig net interest margin nonetheless expandeltiligs the Company invested excess
liquidity and managed funding costs lower. In thied quarter of 2013, refinance activity subsided ¢he Company was successful in
growing commercial loans, resulting in a shift 8set mix from securities into loans. Based uporetiireconomic conditions, the Federal
Reserve has indicated that it intends to keep 4bort interest rates at current levels through &tid5 and decided to await more evidence
that the economy was advancing before changingsecam its monthly bond buying program. Longer-tartarest rates have increased since
earlier in the year, resulting in a steeper yieldre. While the impact of these factors on the Camyfs financial results is difficult to predict,
management anticipates there may be further presguthe net interest margin in subsequent quaelditionally, the increase in longer-
term interest rates has reduced loan refinanceitgcttausing a decrease in loan sale volume awddancome from the net gain on the sal
loans. This trend is expected to continue as incfsara the sale of loans in subsequent quarterslikdly fall below comparable prior year
levels. In addition to the interest rate environtémre Company’s results are affected by nationdllacal economic conditions. Recent
economic indicators point to some improvement eébonomy, which expanded modestly in 2012 andifirahe first nine months of 2013.
Labor market conditions also improved as the nationemployment rate in the first nine months af2decreased over prior year levels.
Despite these signs, the overall economy remaird&k\&ad the unemployment rate remains at an elelateti Additionally, housing values
remain significantly below their peak levels in B00hese economic conditions have generally haatlaerse impact on the Company’s
results of operations.

Highlights of the Company’s financial results fbetthree and nine months ended September 30, 26xE3as follows:

Total assets increased to $2.286 billion at Sepéerdd, 2013, from $2.269 billion at December 311, 2ecurities, in the aggregate,
increased by $35.5 million, to $583.0 million ap&mber 30, 2013, as compared to $547.5 millidbeatember 31, 2012. Loans receivable,
net decreased $775,000 at September 30, 2013pgmoed to December 31, 2012 primarily due to prepays and the sale of newly-
originated 30-year fixed-rate one-to-four familafs. Commercial loans, however, grew $29.9 millaring this period and residential
construction loans increased $8.1 million as homee/rebuild from superstorm Sandy. Deposits irsgedoy $49.2 million at September
2013, as compared to December 31, 2012.

Net income for the three months ended Septembe2@(B was stable at $5.0 million, or $0.29 pertdidushare, as compared to net incomr
$5.0 million, or $0.28 per diluted share for theresponding prior year period due to a reductiotihéprovision for loan losses offset by
lower net interest income and lower other incomi&utBd earnings per share for the three monthse&aéptember 30, 2013 benefitted from a
reduction in shares outstanding.

Net interest income for the three months endedeBaper 30, 2013 decreased to $17.5 million, as coeda $18.0 million in the same pri
year period, reflecting a lower net interest maggantly offset by slightly higher intereearning assets. The net interest margin decrdased
3.20% for the three months ended September 30, 281&mpared to 3.28% for the corresponding gear period and 3.21% reported in
the linked prior quarter.

The provision for loan losses was $700,000 forttinee months ended September 30, 2013, as comma®dd million in the same prior year
period due to reductions in net charge-offs anddaaceivable, net. Additionally, non-performinghs decreased $1.8 million, to $41.6
million at September 30, 2013, from $43.4 millidrDeecember 31, 2012.

Other income decreased to $4.6 million for theg¢hr®nths ended September 30, 2013 as comparedtonfifon in the same prior year
period. The net gain on sales of loans and thdtssfsam other real estate operations both declimkile trust and asset management revenue,
bankcard services revenue and fees and servicgeshanproved. Operating expenses for the threematded September 30, 2012 were
adversely impacted by a non-recurring expenseimgléd the departure of the Bank’s former Presidert Chief Operating Officer of
$747,000, net of related expense savings. Exclutti@gnor-recurring severance expense, operating expenseager $692,000 due to st



additions for commercial lending and the Red Baimafcial Solutions Center, higher recruiting c@std lower deferred loan expense.
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The Company remains well-capitalized with a targithmmon equity ratio of 9.35%.

Return on average stockholders’ equity was 9.17%h®three months ended September 30, 2013, ggacethto 9.08% for the

corresponding prior year period.

Analysis of Net Interest Income

Net interest income represents the difference batvimcome on intere-earning assets and expense on interest-bearhititiées. Net interest
income depends upon the relative amounts of inte@®ing assets and interest-bearing liabilities the interest rate earned or paid on them.

The following table sets forth certain informatigaiating to the Company for the three months aneé months ended September 30, 201z
2012. The yields and costs are derived by dividiiegme or expense by the average balance of asskabilities, respectively, for the
periods shown except where noted otherwise. Avelatpnces are derived from average daily baladdesyields and costs include certain

fees which are considered adjustments to yields.

Assets
Interes-earning asset:
Interes-earning deposits and sk-term Investment
Securities (1
FHLB stock
Loans receivable, net (
Total interes-earning asse!
Nonr-interes-earning asse!
Total asset
Liabilities and Stockholders’ Equity
Interes-bearing liabilities:
Transaction deposi
Time deposit:
Total
Borrowed funds
Total interes-bearing liabilities
Nonr-interes-bearing deposit
Nonr-interes-bearing liabilities
Total liabilities
Stockholder' equity
Total liabilities and stockholde’ equity
Net interest incom
Net interest rate spread (

Net interest margin (<

Assets
Interes-earning asset:
Interes-earning deposits and sk-term Investment
Securities (1
FHLB stock
Loans receivable, net (
Total interes-earning asse!

Nonr-interes-earning asse!

FOR THE THREE MONTHS ENDED SEPTEMBER 30,

2013 2012
AVERAGE AVERAGE
AVERAGE YIELD/ AVERAGE YIELD/
BALANCE INTEREST COST BALANCE INTEREST COST
(dollars in thousand:
$ 46,31. $ 16 012 $ 5547 $ 15 0.11%
613,92¢ 2,39¢ 1.5¢ 574,45; 2,58¢ 1.8C
17,08: 171 4.0C 17,69¢ 197 4.4%
1,519,00. 17,40: 4.5¢ 1,547,69i 18,71¢ 4.84
2,196,32! 19,98 3.64 2,195,31! 21,51¢ 3.92
115,01¢ 116,22
$2,311,34! $2,311,54
$1,317,18 387 0.1z $1,317,65! 971 0.2¢
211,58 72C 1.3¢ 238,13¢ 93€ 1.57
1,528,76! 1,107 0.2¢ 1,555,79: 1,907 0.4¢
329,28: 1,33¢ 1.62 335,23 1,607 1.92
1,858,04 2,44( 0.5: 1,891,02! 3,514 0.74
219,72 183,78(
16,82: 18,35(
2,094,59 2,093,15:
216,74¢ 218,39
$2,311,34! $2,311,54
$ 17,54 $ 18,00(
3.11% 3.1&%
3.2(% 3.28%
FOR THE NINE MONTHS ENDED SEPTEMBER 30,
2013 2012
AVERAGE AVERAGE
AVERAGE YIELD/ AVERAGE YIELD/
BALANCE INTEREST COST BALANCE INTEREST COST
(dollars in thousand:
$ 56,14: $ 61 0.1 $ 54131 $ 58 0.14%
598,09¢ 7,10¢ 1.5¢ 552,66 8,10( 1.9t
17,118 534 4.1¢ 17,74¢ 62€ 4.7C
1,514,69. 52,49 4.6z 1,555,55I 57,64 4.94
2,186,041 60,19¢ 3.67 2,180,09! 66,42¢ 4.0¢€
117,51¢ 108,66



Total asset $2,303,56. $2,288,76:

Liabilities and Stockholders’ Equity
Interes-bearing liabilities:

Transaction deposi $1,322,09! 1,38¢ 0.14 $1,295,64 2,88 0.3C
Time deposit: 216,19¢ 2,21¢ 1.37 247,70« 3,07¢ 1.6
Total 1,538,29. 3,607 0.31 1,543,34. 5,96( 0.51
Borrowed funds 325,25: 4,317 1.77 340,56: 4,971 1.9¢
Total interes-bearing liabilities 1,863,54. 7,91¢ 0.57 1,883,90 10,93: 0.77
Nonr-interes-bearing deposit 204,56¢ 169,40(
Nonr-interes-bearing liabilities 16,46 16,93t
Total liabilities 2,084,57! 2,070,24.
Stockholder equity 218,98 218,52:
Total liabilities and stockholde’ equity $2,303,56: $2,288,76-
Net interest incom $ 52,27: $ 55,49t
Net interest rate spread ( 3.1(% 3.25%
Net interest margin (£ 3.1%% 3.3%

(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 int-bearing liabilities

(4) Netinterest margin represents net interest incdivided by average inter«-earning asset:
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Comparison of Financial Condition at September 302013 and December 31, 2012

Total assets increased by $17.1 million to $2.28®b at September 30, 2013, from $2.269 billiarDecember 31, 2012. Cash and due from
banks decreased $18.5 million, to $44.1 millioncaspared to $62.5 million at December 31, 2012u8ges, in the aggregate, increased by
$35.5 million, to $583.0 million at September 3013, as compared to $547.5 million at DecembefB812, as excess liquidity was invested.
During the period, the Company reclassified $53#6illlon of securities available-for-sale to seciastheld-to-maturity as the Company has
the intent and ability to hold these securitieslumaturity.

Loans receivable, net, decreased by $775,000,.528Dbillion at September 30, 2013 from $1.523dvillat December 31, 2012, primarily
due to prepayments and sale of newly-originategie®0-fixed-rate one-to-four family loans. Commertans, however, grew $29.9 million
during this period and residential constructiommacreased $8.1 million as homeowners rebuilthfsoperstorm Sandy.

Deposits increased by $49.2 million, to $1.769dmillat September 30, 2013, from $1.720 billion at@mber 31, 2012 with core deposits,
(i.e. all deposits excluding time deposits) growinyg$63.8 million. Securities sold under agreemémtepurchase with retail customers
increased by $9.2 million, to $70.0 million at Sapber 30, 2013, from $60.8 million at DecemberZi,2. Federal Home Loan Bank
(“FHLB") advances decreased $36.0 million, to $08%illion at September 30, 2013, from $225.0 millat December 31, 2012.

Stockholders’ equity decreased to $213.8 millioBeptember 30, 2013, as compared to $219.8 méliadbecember 31, 2012. Net income for
the period was offset by an increase in accumulatieelr comprehensive loss of $7.1 million causethlyrise in interest rates on the
valuation of the then held-for-sale securities fodid, the repurchase of 533,018 shares of comntmckgor $8.1 million (average cost per
share of $15.21) and the cash dividends on comtook sf $6.2 million. At September 30, 2013, thesere 301,766 shares remaining to be
repurchased under the stock repurchase progranteatiopthe fourth quarter of 2012. Tangible stodibos’ equity per common share
increased to $12.30 at September 30, 2013 as cethpaf12.28 at December 31, 2012, benefitting fileereduction in shares outstanding.

Comparison of Operating Results for the Three and ke months Ended September 30, 2013 and Septembé, 2012
General

Net income for the three and nine months endedeBdptr 30, 2013 was $5.0 million and $14.4 milli@spectively, or $0.29 per diluts
share and $0.84 per diluted share, respectivelgoapared to net income of $5.0 million and $16illion, respectively, or $0.28 per diluted
share and $0.89 per diluted share for the correlpgrprior year periods. Net income for the thred aine months ended September 30, :
was adversely impacted by a non-recurring expesiaéing to the departure of the Bank’s former Riest and Chief Operating Officer of
$747,000, net of related expense savings, or $86&6t of tax benefit. Net income was impactecadurrent year periods by lower net
interest income and lower other income, partlyetffsy a reduction in the provision for loan losaesompared to the prior year periods.

Interest Income

Interest income for the three and nine months es#gdember 30, 2013 was $20.0 million and $60.2anjlrespectively, as compared to
$21.5 million and $66.4 million for the three aridenmonths ended September 30, 2012. The yieldtereist-earning assets declined to
3.64% and 3.67% for the three and nine months eB8detember 30, 2013, respectively, as compared®&¥3and 4.06% for the same prior
year periods. Average inter-earning assets increased by $1.0 million and 88llfon for the three and nine months ended Sep&msb,
2013, as compared to the same prior year peridusinicreases in average interest-earning asse¢spaierarily due to the increases in
average securities which increased $39.5 millicth$46.4 million, respectively, for the three andenmonths ended September 30, 2013.
These increases were partly offset by a decreasecimge loans receivable, net, of $28.7 milliod $40.9 million for the three and nine
months ended September 30, 2013, as compared saute prior year period.

Interest Expense

Interest expense for the three and nine monthsde8dptember 30, 2013 was $2.4 million and $7.9anillrespectively, as compared to $3.5
million and $10.9 million for the three and nine mties ended September 30, 2012. The cost of intbesstng liabilities decreased to 0.53%
and 0.57%, respectively, for the three and ninethmanded September 30, 2013 as compared to 0.7d%.a7%, respectively, in the same
prior year periods. Average interest-bearing litib8 decreased by $33.0 million and $20.4 milionthe three and nine months ended
September 30, 2013, as compared to the same gaomperiods. The decreases were due to decliregenage borrowed funds of $6.0 milli
and $15.3 million, respectively, and average tirmpasits of $26.5 million and $31.5 million, respeely, for the three and nine months en
September 30, 2013



Table of Contents

as compared to the same prior year periods. Addilip, for the nine months ended September 30, 281&age transaction deposits were
$26.5 million higher than the prior year periodeTgrowth in average interest-earning assets waly ianded by increases in average non-
interest-bearing deposits of $35.9 million and 835illion, respectively, for the three and nine risended September 30, 2013 as
compared to same prior year periods.

Net Interest Income

Net interest income for the three and nine montited September 30, 2013 decreased to $17.5 matidrs52.3 million, respectively,
compared to $18.0 million and $55.5 million in @me prior year periods, reflecting a lower negregt margin partly offset by slightly
higher interest-earning assets. The net interesgimdecreased to 3.20% and 3.19%, respectivetythithree and nine months ended
September 30, 2013, from 3.28% and 3.39% in theegaior year periods due to a change in the mivefage interest-earning assets from
higher-yielding loans receivable into lower-yieldisecurities. High loan refinance volume earliethia year also caused yields on loans and
mortgage-backed securities to trend downward.

Provision for Loan Losses

For the three and nine months ended Septembei038, the provision for loan losses was $700,000%h6 million, respectively, as
compared to $1.4 million and $4.8 million, respeely, for the corresponding prior year periods. Teerease for the three and nine months
ended September 30, 2013 was partly due to recisctib$133,000 and $2.5 million, respectively, @& charge-offs as compared to the same
prior year periods and a reduction in loans reddejanet at September 30, 2013 as compared tolmtember 31, 2012 and September 30,
2012. Additionally, non-performing loans decrea$&d million at September 30, 2013 as comparedeimeber 31, 2012.

Other Income

For the three and nine months ended Septembe038, Bther income decreased to $4.6 million andB#llion as compared to $4.9
million and $13.7 million in the same prior yearipds. The decrease in other income was primasilysed by the net gain on sales of loans
decreasing by $716,000 and $1.7 million for the¢haind nine months ended September 30, 2013. Aadlily, effective January 1, 2013,
income from the origination of reverse mortgageoss classified as part of fees and service clsaageompared to inclusion in the net gain
on the sale of loans in prior periods as the Bamlonger closes these loans in its name. The anafuatverse mortgage fees included in fees
and service charges for the three and nine momitisceSeptember 30, 2013 was $186,000 and $53k@k:ctively. For the three and nine
months ended September 30, 2013, Bankcard semaeesue increased $91,000 and $438,000, respeggtam trust and asset management
revenue increased $240,000 and $492,000, resplgctasecompared to the same prior year periods.ifidrease in trust and asset
management revenue was partly due to an increasssets under administration to $212.0 millionegt&mber 30, 2013 from $172.9 million
at December 31, 2012. For the three and nine mamttied September 30, 2013, the net gain on thetklans decreased to $316,000 and
$877,000, respectively, as compared to $1.2 mikind $3.1 million in the same prior year periode thuthe reclassification of reverse
mortgage income into fees and a decrease in Idarvelime which amounted to $19.2 million and $88iBion, respectively, for the three
and nine months ended September 30, 2013, as cedfma$45.1 million and $127.7 million, respectivdbr the same prior year periods.
Additionally, the net gain on the sale of loanstfte nine months ended September 30, 2013 wassatyémpacted by an addition of
$975,000 to the reserve for repurchased loansrapa@d to an addition of $350,000 in the same year period. For the three months er
September 30, 2013, there was no provision forrgased loans as compared to $100,000 in the saareypar period. The results from
other real estate operations declined $228,00086(D00, respectively, for the three and nine moetided September 30, 2013, as com|

to the same prior year periods. Finally, for theeninonths ended September 30, 2013, the net gaales of investment securities available
for sale decreased to $42,000 from $226,000 irs&inee prior year period.

Operating Expenses

Operating expenses amounted to $13.8 million afd2bahillion, respectively, for the three and ninenths ended September 30, 2013, as
compared to $13.8 million and $39.6 million, redpedy, in the same prior year periods. Excludihg $747,000 non-recurring severance
expense included in compensation and employee iteneft of related expense savings, for the tareknine months ended September 30,
2012, operating expenses increased $692,000 aBdrilion, respectively, as compared to the coroesling prior year periods.
Compensation and employee benefits expense, tie¢ aion-recurring severance cost, for the threenamelmonths ended September 30,
2013 was adversely impacted by staff additionsémnmercial lending and the Red Bank Financial $ahstCenter, higher recruiting costs
and by the decrease in mortgage loan closings fn@nprior year levels. Lower loan closings in thierent periods decreased deferred loan
expense, net of sales commissions to mortgagerégaesentatives, which is reflected as an incremsempensation expense.
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Provision for Income Taxes

Income tax expense was $2.7 million and $7.8 mmijli@spectively, for the three and nine months ér&ptember 30, 2013, as compared to
$2.7 million and $8.8 million for the same priorayeeriods. The effective tax rate was 34.9% ang%5or the three and nine months ended
September 30, 2013 as compared to 35.1% and 3%S¥@ectively, in the same prior year periods.

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 aod lesser extent, investment maturities. Whileedaled amortization of loans is a
predictable source of funds, deposit flows and gage prepayments are greatly influenced by intea¢ss, economic conditions and
competition. The Company has other sources ofdiguif a need for additional funds arises, inchglivarious lines of credit. During the
quarter ended September 30, 2013, the Companyfeéreed $536.0 million of previously-designated daalie-for-sale securities to a held-to-
maturity classification. The Company does not tgfticrely on the sale of securities as a sourdejafdity and historically there have been
sales out of the types of securities transferrduetd-to-maturity.

At September 30, 2013 and December 31, 2012, thep@oy had no overnight borrowings from the FHLBe T@ompany periodically
utilizes overnight borrowings to fund short-termuidity needs. The Company had total FHLB borrowin§$189.0 million and $225.0
million, respectively, at September 30, 2013 anddbaber 31, 2012. Subsequent to quarter-end, theo@uyrinitiated a plan to restructure
these borrowings and prepaid $159.0 million ofdbéstanding advances at September 30, 2013, inguarpre-tax prepayment fee of $4.3
million. (Refer to Note 9. Subsequent Events.)

The Company'’s cash needs for the nine months eBdpttmber 30, 2013 were primarily satisfied bygpal payments on loans and
mortgage-backed securities, proceeds from theoat®rtgage loans held for sale, proceeds from riiegsl of investment securities and
deposit growth. The cash was principally utilized Iban originations, the purchase of investment mortgage-backed securities and to
reduce FHLB borrowings. The Company’s cash needthfonine months ended September 30, 2012 wearaly satisfied by principal
payments on loans and mortgage-backed securitiese@ds from the sale of mortgage loans held fer paoceeds from maturities of
investment securities and deposit growth. The eashprincipally utilized for loan originations, tperchase of investment and mortgage-
backed securities, the purchase of Bank ownednigfierance and to 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 September 30320@itstanding commitments to originate loans éut&77.8 million; outstanding unused
lines of credit totaled $254.9 million; and outstang commitments to sell loans totaled $4.8 millisbhe Company expects to have sufficient
funds available to meet current commitments arigirtipe normal course of business.

Time deposits scheduled to mature in one yearssrifgtaled $129.2 million at September 30, 2013eBaipon historical experience
management estimates that a significant porticsuoh deposits will remain with the Company.

The Company has a detailed contingency funding @l@hcomprehensive reporting of funding trends amathly and quarterly basis which
is reviewed by management. Management also morga®is 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 transactionsmftime-to-time, depending on market conditionse Tépurchased shares are held as
treasury stock for general corporate purposestheonine months ended September 30, 2013, the Gomppurchased 533,018 shares of
common stock at a total cost of $8.1 million conagbwith repurchases of 718,253 shares at a c&@&t@2 million for the nine months ended
September 30, 2012. At September 30, 2013, there 3¢:,766 shares remaining to be repurchased timelexisting stock repurchase
program.

Cash dividends on common stock declared and paidgithe first nine months of 2013 were $6.2 miili@as compared to $6.5 million in the
same prior year period. On October 16, 2013, ther@of Directors declared a quarterly cash dividehtvelve cents ($0.12) per common
share. The dividend is payable on November 8, 2@l8tockholders of record at the close of busies®ctober 28, 2013.

The primary sources of liquidity specifically axaile to OceanFirst Financial Corp., the holding pany of OceanFirst Bank, are capital
distributions from the banking subsidiary and tsuance of preferred and common stock and long-debt For the nine months ended
September 30, 2013, the Company received a divigaghent of $12.0 million from the Bank. The Comyarability to continue to pay
dividends will be largely dependent upon capitatributions from the Bank, which may be adverséigcied by capital constraints imposed
by the applicable regulations. The Company canredipt whether the Bank will be permitted underleale regulations to pay a dividend
to the Company. If the Bank is unable to pay dikdeto
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the Company, the Company may not have the liquitdtyessary to pay a dividend in the future or pdiviaend at the same rate as
historically paid, or be able to meet current datiigations. At September 30, 2013, OceanFirstiigia Corp. held $13.8 million in cash a
$8.5 million in investment securities available-gale.

As of September 30, 2013, the Bank exceeded allatayy capital requirements as follows (in thowdsn

Actual Requirec
Amount Ratio Amount Ratio
Tangible capital $219,36: 9.571% $ 34,39 1.5(%
Core capita 219,36. 9.57 91,72: 4.0C
Tier 1 risk-based capite 219,36: 15.0z 58,41: 4.0C
Total risk-based capite 237,64¢ 16.2% 116,82: 8.0C

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

In July 2013 the Federal Deposit Insurance Corpmratnd the other federal bank regulatory agerisgsed a final rule that will revise their
leverage and risk-based capital requirements anchiithod for calculating risk-weighted assets t&erthem consistent with agreements that
were reached by the Basel Committee on Banking 18igien and certain provisions of the Dodd-Frank.Aamong other things, the rule
establishes a new common equity Tier 1 minimumtaapgéquirement (4.5% of risk-weighted assets)gases the minimum Tier 1 capital to
risk-based assets requirement (from 4% to 6% kfwisighted assets) and assigns a higher risk wéigit%o) to exposures that are more than
90 days past due or are on nonaccrual status aseltain commercial real estate facilities thaafice the acquisition, development or
construction of real property. The final rule atequires unrealized gains and losses on certaailable-for-sale” securities holdings to be
included for purposes of calculating regulatoryitapnless a one-time optdt is exercised. Additional constraints will als®imposed on tt
inclusion in regulatory capital of mortgage-sem@gissets, deferred tax assets and minority ingefEse rule limits a banking organization’s
capital distributions and certain discretionary i@payments if the banking organization does nlat &dcapital conservation buffer”
consisting of 2.5% of common equity Tier 1 capitatisk-weighted assets in addition to the amowuessary to meet its minimum risk-based
capital requirements. The final rule becomes eiffedbr the Bank on January 1, 2015. The capitakeovation buffer requirement will be
phased in beginning January 1, 2016 and endingadariy 2019, when the full capital conservationfeufequirement will be effective.

At September 30, 2013, the Company maintained iégngobmmon equity of $213.8 million, for a tangilslemmon equity to assets ratio of
9.35%.

Off-Balance-Sheet Arrangements and Contractual Obgations

In the normal course of operations, the Companyegeg in a variety of financial transactions thatdécordance with generally accepted
accounting principles, are not recorded in therfaial statements. These transactions involve, tgivg degrees, elements of credit, interest
rate and liquidity risk. Such transactions are Usedeneral corporate purposes or for custometdsig@orporate purpose transactions are

to help manage credit, interest rate and liquiddlg or to optimize capital. Customer transactiars used to manage customers’ requests for
funding. These financial instruments and commitreémtlude unused lines of credit and commitmentsxtend credit. The Company also
outstanding commitments to sell loans amountingdt®& million.

The following table shows the contractual obligati@f the Company by expected payment period &epfember 30, 2013 (in thousands):

More thai
Less thar
Contractual Obligatic Total one yeal 1-3 years 3-5 years 5 years
Debt Obligations $286,45. $124,95. $114,000 $25,000 $22,50(
Commitments to Originate Loal 77,80 77,80 — — —
Commitments to Fund Unused Lines of Cre¢ 254,87: 254,87 — — —

Commitments to originate loans and commitmentsitm funused lines of credit are agreements to lemadcustomer as long as there is no
violation of any condition established in the caotr 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 drawmutle total commitment amounts do
not necessarily represent future cash requirem&htsCompany’s exposure to credit risk is represibiy the contractual amount of the
instruments.



Table of Contents

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.

September 3 December 3:
2013 2012
(dollars in thousand:

Non-performing loans

Real estat— one-to-four family $ 28,97( $ 26,52
Commercial real esta 7,39¢ 11,567
Consume 4,42¢ 4,54(
Commercia 76¢ 74€
Total nor-performing loan: 41,56¢ 43,37¢
OREO, ne 4,25¢ 3,21(
Total nor-performing assel $ 45,82« $ 46,58¢
Delinquent loans -89 days $ 18,9651)(2) $ 11,431(1)

(1) Delinquent loans 30-89 days at December 312 2@&4cludes $16.5 million of loans impacted by ssfem Sandy for which the Bank
had granted a temporary payment plan. Delinquemd@®0 — 89 days at September 30, 2013 includes @7 of loans impacted by
superstorm Sand

(2) The increase in delinquent loans 30-89 daygeptember 30, 2013 is primarily due to one comrakrerl estate loan relationship with
an outstanding balance of $6.2 million which isdé@s delinquent. The loan is secured by multip estate parcels recently appraised
at $8.3 million and by personal guarante

Allowance for loan losses as a percent of totah$o@ceivabl 1.35% 1.32%
Allowance for loan losses as a percent of tota-performing loan: 50.2¢ 47.2¢
Non-performing loans as a percent of total loans redsde 2.6¢ 2.8C
Non-performing assets as a percent of total a: 2.0C 2.0t

The Company’s non-performing loans decreased $1l®mat September 30, 2013, as compared to Deeerdb, 2012. Included in non-
performing loans at September 30, 2013 were $2libmin loans which remain adversely impacted bperstorm Sandy which caused
substantial disruption in the Bank’s market are®atober 29, 2012. The Bank increased its allowdockan losses at December 31, 2012
by $1.8 million in expectation of potential los$esm increasing levels of non-performing loansorrowers impacted by superstorm Sandy.

Included in the non-performing loan total at Segien0, 2013 was $11.9 million of troubled debtmegured loans, as compared to $18.2
million of troubled debt restructured loans at Daber 31, 2012. Non-performing loans are concertra®ne-to-four family loans, which
comprise 70.0% of the total at September 30, 281 $eptember 30, 2013, the average weighted loaradite ratio of non-performing one-to-
four family loans, after any related charge-offasv9% using appraisal values at time of origimaéiod 77% using updated appraisal values.
Appraisals are updated for all non-performing restéhl loans secured by real estate and subsegugrghted annually if the loan remains
delinquent for an extended period. At SeptembelBQ3, the average weighted loan-to-value ratitheftotal one-to-four family loan

portfolio was 56% using appraisal values at timerdgjination. The Company’s non-performing loansiaén at elevated levels partly due to
the extended foreclosure process in the State of Mesey and the lingering impact of superstornd@anhe protracted foreclosure process
delays the Company’s ability to resolve non-perfioigrioans through the sale of the underlying cetial

The largest non-performing loan is a commercidl estate loan to a self-storage facility with advede of $2.1 million. In September 2011,
the Company entered into a troubled debt restringgwrith the borrower which reduced the interest @nd extended the payment term. All
scheduled payments under the restructured termesthean made since that date but the loan has rechamnon-accrual due to continued

uncertainty about the borrower’s ability to servibe debt.

The Company classifies loans and other assetcor@ance with regulatory guidelines as followstfiausands):

September 3 December 3:
2013 2012
Loans and other assets excluding investment s
Special Mentior $ 7,44: $  6,24f
Substandar: 68,94 65,03¢
Doubtful 881 1,081

Investment securitie:
Substandar — 25,00¢(
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The largest Special Mention loan relationship git&mber 30, 2013 consists of two commercial busit@ans to an importer and contractor
for $3.4 million which was current as to paymeilise borrower is ceasing operations due to econéantors and operating difficulties.
Subsequent to quarter-end, the borrower and itipals repaid $2.5 million. The liquidation of porate assets is expected to satisfy the
remaining principal in full. The largest Substarttiran relationship consists of several creditas single borrower operating a marina, with
an aggregate balance of $6.8 million. The loansatieized due to weak, but improving, operatiegults. The loans are collateralized by
commercial and residential real estate, all busimssets and also carry a personal guarantee vieniieer 2011, the Company entered into a
troubled debt restructuring with the borrower whieduced the interest rate in exchange for additioallateral. The loan was renewed in
December 2012 at comparable terms. The borrowerrignt as to payments under the restructured tandshe loans were therefore retur
to accrual status as of September 2013, althowgBtistandard classification was retained. Thesmoubtful asset is a portion of the
commercial real estate loan to a self-storageifgcds described above, with a balance of $879,008ddition to loan classifications, the
Company previously classified select investmentisges as Substandard, representing the amouhtaadtedit rating below investment
grade from one of the internationally-recognizeeddrrating services. These securities have camdlgtremained current as to principal and
interest payments. During the first quarter of 2ah®8 Company performed, with the assistance afidependent expert, a detailed analysis
relating to the collectability of these securiti#he analysis concluded that the issuers of thesgrgies have an adequate capacity to meet
financial commitments as originally agreed for phejected life of the security, the risk of defaisltow and the full and timely repayment of
principal and interest is expected.

Critical Accounting Policies

Note 1 to the Compars Audited Consolidated Financial Statements ferybar ended December 31, 2012 included in the GoygpAnnua
Report on Form 10-K for the year ended DecembePB12 (the “2012 Form 10-K"), as supplemented liy tlport, contains a summary of
significant accounting policies. Various elemerftthese accounting policies, by their nature, aheerently subject to estimation techniques,
valuation assumptions and other subjective assedsn@ertain assets are carried in the consolidgtdments of financial condition at fair
value or the lower of cost or fair value. Policieish respect to the methodologies used to deterihieallowance for loan losses, the reserve
for repurchased loans and the valuation of Mortgdg®icing Rights and judgments regarding secsritigpairment are the most critical
accounting policies because they are importartiggptesentation of the Company'’s financial condiand results of operations. These
judgments and policies involve a higher degreeoofiglexity and require management to make diffianll 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 operation8r@ncial condition. These critical accountindipi@s and their application are reviewed
periodically and, at least annually, with the Aud@mmittee of the Board of Directors.

Private Securities Litigation Reform Act Safe Harba Statement

In addition to historical information, this quattereport contains certain forward-looking statemsemithin the meaning of the Private
Securities Litigation Reform Act of 1995 which drased on certain assumptions and describe futans pstrategies and expectations of the
Company. These forward-looking statements are géipedentified by use of the words “believe,” “eaqt,” “intend,” “anticipate,”

“estimate,” “project,” “will,” “should,” “may,” “view,” “opportunity,” “potential,” or similar expregms or expressions of confidence. The
Companys ability to predict results or the actual effetfudure plans or strategies is inherently uncert&iactors which could have a mate
adverse effect on the operations of the Companyitarsdibsidiaries include, but are not limiteddieanges in interest rates, general economic
conditions, levels of unemployment in the Bankisdimg area, real estate market values in the Bdehtding area, the level of prepayments
on loans and mortgage-backed securities, legisia@gulatory changes, monetary and fiscal poliofake U.S. Government including
policies of the U.S. Treasury and the Board of Gowes of the Federal Reserve System, the qualibpoposition of the loan or investment
portfolios, demand for loan products, deposit floa@mpetition, demand for financial services in @@mpany’s market area and accounting
principles and guidelines. These risks and unceita are further discussed in the Company’s AnRegdort on Form 16 for the year ende
December 31, 2012 and subsequent securities fiingsshould be considered in evaluating forwarddtogp statements and undue reliance
should not be placed on such statements. The Congmes not undertake - and specifically disclaimg @bligation - to publicly release the
result of any revisions which may be made to amw#od-looking statements to reflect events or gitstances after the date of such
statements or to reflect the occurrence of antiegbar unanticipated events. Further descriptiothefrisks and uncertainties to the business
are included in Item 1, Business and Item 1A, Faktors of the Company’s 2012 Form 10-K and Itenmoihis Form 10-Q.

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk

The Company'’s interest rate sensitivity is monitbtlerough the use of an interest rate risk (“IRR®del. The following table sets forth the
amounts of interest-earning assets and interesidgdéabilities outstanding at September 30, 204Bich were anticipated by the Company,
based upon certain assumptions, to reprice or matugach of the future time periods shown.

9



Table of Contents

At September 30, 2013, the Company’s one-year gepnegative 3.49% as compared to positive 0.9@ee¢mber 31, 2012. The change
from December 31, 2012 was due to the investmeexodéss short-term liquidity and an expected slawdm prepayments from loans and
mortgage-backed securities.

More than
3 Months t More than More than
3 Months 1 Year to 3 Years to More than
At September 30, 20 or Less 1 Year 3 Years 5 Years 5 Years Total
(dollars in thousand:
Interes-earning assets: (.
Interest-earning deposits and short-term
investments $ 10,88( $ — $ — $ — $ — $ 10,88(
Investment securitie 81,75¢ 30,85« 92,14¢ 14,87¢ 8,62¢ 228,26
Mortgagebacked securitie 51,54( 35,74 87,86¢ 78,04¢ 113,41 366,61!
FHLB stock — — — — 15,21 15,21:
Loans receivable (Z 322,33( 368,53( 406,93 197,72: 246,51( 1,542,02!
Total interes-earning asse! 466,50! 435,12¢ 586,94t 290,64¢ 383,76t 2,162,99!
Interes-bearing liabilities:
Money market deposit accout 24,17: 9,70( 21,37¢ 16,17¢ 52,92( 124,35(
Savings accouni 63,56 22,57( 49,83t 37,72 117,44 291,13:
Interes-bearing checking accour 521,21( 59,24! 110,32: 90,28( 143,63t 924,69
Time deposit: 46,12¢ 83,07: 45,22« 31,19¢ 6,06t 211,67¢
FHLB advance! 5,00( 50,00( 109,00( 25,00( — 189,00(
Securities sold under agreements to repurc 69,95 — — — — 69,95
Other borrowings 22,50( — 5,00( — — 27,50(
Total interes-bearing liabilities 752,52. 224,58t 340,75¢ 200,37: 320,06t 1,838,30:
Interest sensitivity gap (< $(286,01)  $210,54 $246,18  $ 90,27¢  $ 63,70C $ 324,69:
Cumulative interest sensitivity gi $(286,01)  $(75,479  $170,710  $260,99: $324,69: $ 324,69:
Cumulative interest sensitivity gap as a percertotaf
interes-earning asse! (13.22)% (3.49% 7.85% 12.01% 15.01% 15.01%

(1) Interest-earning assets are included in theg@én which the balances are expected to be regiedland/or repriced as a result of
anticipated prepayments, scheduled rate adjustiemdscontractual maturitie

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

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

Additionally, the table below sets forth the Comyiarexposure to interest rate risk as measurethéyghange in net portfolio value (“NPV”)
and net interest income under varying rate shoskdf &eptember 30, 2013 and December 31, 2012néthods used to measure interest rate
sensitivity involve the use of assumptions, whidiyrtend to oversimplify the manner in which actyialds and costs respond to changes in
market interest rates. The Company’s interestgamsitivity should be reviewed in conjunction wiitle financial statements and notes thereto
contained in the 2012 Form 10-K.

September 30, 201 December 31, 201

Net Portfolio Value Net Interest Incom Net Portfolio Value Net Interest Incom
Change in Interest Rates % NPV % % NPV %
Basis Points (Rate Shoc Amount Chang Ratic Amouni Chang Amount Chang Ratic Amouni Chang
(dollars in thousand:
300 $247,95. (12.1)% 11.5% $ 65,447  (5.4% $248,84 (2.0% 11.2% $ 64,291 (4.9%
200 263,34t (6.7 12 67,447 (25 260,05 24 117 66,48 (1.0
100 27553( (2.3 12z  6851¢ (0. 26342¢ 37 11€ 67,311 0.2
Static 282,14( — 12.2 69,17( — 254,02( — 11.C 67,16 —
(100) 276,05. (2.2 116 6559 (5.2) 206,60; (187 8.8 62,877 (6.9

Iltem 4. Controls and Procedures

The Company’s management, including the Company’eipal executive officer and principal financficer, have evaluated the
effectiveness of the Company’s “disclosure contawld procedures,” as such term is defined in RB&e15(e) and 15d-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 argmesito ensure that the information
required to be disclosed in the reports that the@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 evanathere were no changes in the
Company’s internal control over financial reportithgring the quarter ended September 30, 2013 thet tnaterially affected, or are
reasonably likely to materially affect, the Companpternal control over financial reporting.
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OceanFirst Financial Corp.
Consolidated Statements of Financial Condition
(dollars in thousands, except per share amounts)

September 3 December 3:
2013 2012
(Unaudited)
Assets
Cash and due from ban $ 44,058 $ 62,54
Securities availab-for-sale, at estimated fair vall 68,96¢ 547,45(
Securities hel-to-maturity, net (estimated fair value of 517,173 eptémber 30, 201! 514,02: —
Federal Home Loan Bank of New York stock, at « 15,21 17,06:
Loans receivable, ni 1,522,42! 1,523,201
Mortgage loans held for sa 2,56¢ 6,74¢
Interest and dividends receival 6,087 5,97¢
Other real estate owned, 1 4,25¢ 3,21(
Premises and equipment, | 22,64 22,23
Servicing asse 4,31¢ 4,56¢
Bank Owned Life Insuranc 54,23: 53,16°
Other asset 27,50% 23,07
Total asset $2,286,28!  $2,269,22i
Liabilities and Stockholders Equity
Deposits $1,768,91.  $1,719,67
Securities sold under agreements to repurchaseretdfi customer 69,95 60,79:
Federal Home Loan Bank advan: 189,00( 225,00(
Other borrowing 27,50( 27,50(
Advances by borrowers for taxes and insure 8,23( 7,38¢
Other liabilities 8,92¢ 9,08¢
Total liabilities 2,072,51 2,049,43
Stockholder' equity:
Preferred stock, $.01 par value, $1,000 liquidapceference, 5,000,000 shares authorized, no shares
issuec — —
Common stock, $.01 par value, 55,000,000 sharéseanéd, 33,566,772 shares issued and 17,386,0
and 17,894,929 shares outstanding at Septemb2038,and December 31, 2012, respecti' 33€ 33¢
Additional paic¢in capital 263,12! 262,70«
Retained earning 206,29: 198,10¢
Accumulated other comprehensive (loss) ¢ (7,017 49
Less: Unallocated common stock held by EmployeekS@wnership Pla (3,68¢) (3,909
Treasury stock, 16,180,712 and 15,671,843 shai®@smember 30, 2013 and December 31, 2012,
respectively (245,28 (237,50
Common stock acquired by Deferred Compensation (660) (647)
Deferred Compensation Plan Liabil 66( 647
Total stockholder equity 213,76¢ 219,79.
Total liabilities and stockholde’ equity $2,286,28!  $2,269,22

See accompanying Notes to Unaudited ConsolidateahEial Statements.
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OceanFirst Financial Corp.
CONSOLIDATED STATEMENTS OF INCOME
(in thousands, except per share amounts)

For the three months
ended September 3

For the nine months
ended September 3

2013 2012 2013 2012
(Unaudited) (Unaudited)
Interest income
Loans $17,400 $18,71¢ $52,49: $57,64:
Mortgagebacked securitie 1,86t 2,06t 5,54( 6,61¢
Investment securities and ott 71€ 733 2,162 2,16¢
Total interest incom 19,98¢ 21,51 60,19¢ 66,42¢
Interest expenst
Deposits 1,107 1,907 3,607 5,96(
Borrowed fund: 1,33: 1,607 4.312 4,971
Total interest expens 2,44( 3,514 7,91¢ 10,93:
Net interest incom 17,54« 18,00( 52,271 55,49!
Provision for loan losse 70C 1,40( 2,60( 4,80(
Net interest income after provision for loan los 16,84« 16,60( 49,67° 50,69¢
Other income
Bankcard services reven 94: 852 2,67¢ 2,231
Trust and asset management reve 62€ 38¢ 1,58: 1,091
Fees and service char¢ 2,247 1,87: 6,037 5,71(
Loan servicing incom 20C 13C 52¢ 40¢
Net gain on sales of investment securities ava-for-sale — — 42 22¢
Net gain on sales of loans availe-for-sale 31€ 1,21¢ 877 3,13¢
Net (loss) gain from other real estate operat (188 40 (112 (57
Income from Bank Owned Life Insuran 41¢ 37€ 1,067 977
Other 1 1 20 5
Total other incom 4,56¢€ 4,87¢ 12,71 13,73
Operating expense
Compensation and employee bene 7,391 7,34 21,01 20,97¢
Occupancy 1,36¢ 1,27¢ 4,104 3,891
Equipment 67% 662 2,00 1,89:
Marketing 444 451 1,142 1,231
Federal deposit insuran 53¢ 53¢ 1,59¢ 1,58
Data processin 1,067 914 3,00z 2,73¢
Check card processir 454 42t 1,28¢ 1,061
Professional fee 35¢ 731 1,67: 1,90¢
Other operating expen: 1,487 1,497 4,35( 4,35:
Total operating expens 13,78¢ 13,83¢ 40,17 39,64¢
Income before provision for income tay 7,62¢ 7,63¢ 22,22( 24,78:
Provision for income taxe 2,65¢ 2,68( 7,82¢ 8,80¢
Net income $ 496¢ $ 495¢ $14,39: $15,97¢
Basic earnings per she $ 02¢ $ 026 $ 08 $ 0.9
Diluted earnings per sha $ 02¢ $ 026 $ 08 $ 0.8¢
Average basic shares outstand 17,041 17,56 17,14¢ 17,83°
Average diluted shares outstand 17,21( 17,62: 17,19¢ 17,89¢

See accompanying Notes to Unaudited ConsolidateahEial Statements.

12



Table of Contents

OceanFirst Financial Corp.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in thousands)

For the three months
ended September 2

For the nine months
ended September 3

2013 2012 2013 2012
(Unaudited’ (Unaudited)
Net income $ 4,966 $4,95¢ $14,39: $15,97¢

Other comprehensive incorr
Unrealized (loss) gain on securities (net of tamdsi of $1,498 and $4,859 in 2013 anc
tax expense of $695 and $2,041 in 2C (2,169 1,00¢
Reclassification adjustment for gains includedehincome (net of tax expense of $17 in 2013
and $92 in 2012 — —

(7,035 2,95¢

(25) (134)

Total comprehensive incon $2,79¢ $5,96¢

$ 7,332  $18,80:

See accompanying Notes to Unaudited ConsolidateahEial Statements.
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Balance at December 31, 2C

Net income

Unrealized gain on securities (ne
of tax expense $1,94

Tax expense of stock pla

Stock award:

Treasury stock allocated
restricted stock pla

Purchased 718,253 shares of
common stocl

Allocation of ESOP stoc

Cash dividend $0.36 per sh

Exercise of stock optior

Sale of stock for the deferrt
compensation pla

Balance at September 30, 2(

Balance at December 31, 2C

Net income

Unrealized loss on securities (I
of tax benefit $4,87€

Stock award:

Treasury stock allocated to
restricted stock pla

Purchased 533,018 shares
common stocl

Allocation of ESOP stoc

Cash dividend $0.36 per sh

Exercise of stock optior

Purchase of stock for the defer
compensation pla

Balance at September 30, 2(

OceanFirst Financial Corp.
Consolidated Statements of

Changes in Stockholders’ Equity(Unaudited)

(in thousands, except per share amounts)

Common
Stock
Accumulated  Employee Acquired by
Additional Other Stock Deferred Deferred
Preferrec  Commot Retainec Comprehensiv. = Ownershi Compensatic Compensatic
Paid-In Treasury
Stock Stock Capital Earnings Gain (Loss! Plan Stock Plan Plan Liability Total
$ — $ 33€ $ 262,81 $186,66t $ (2,469 $ (4,197 9$(226,309 $ 871) $ 871 $216,84¢
— — — 15,97¢ — — — — — 15,97¢
— — — — 2,822 — — — — 2,822
— — (482) — — — — — — (482)
— — 39¢€ — — — — — — 39¢€
— — (282) 42 — — 24C — — —
— — — — — — (10,19¢) — — (10,19¢
— — 14€ — — 217 — — — <
— — — (6,467) — — — — — (6,467)
— — — (40) — — 45¢ — — 41¢
— — — — — — — 182 (182) —
$ — $ 33 $26259( $196,18: $ 354 $ (3,976 $(235,80) $ (689 $ 68¢  $219,68
$ — $ 33€ $262,70: $198,10¢ $ 49 $ (3,909 $(237,50) $ (647 $ 647 $219,79:
— — — 14,39: — — — — — 14,39:
— — — — (7,060 — — — — (7,060
— — 50¢ — — — — — — 50¢
— — (259 4 — — 25E — — —
— — — — — — (8,107 — — (8,107
— — 171 — — 21€ — — — 387
— — — (6,20¢) — — — — — (6,20¢)
— — — (6) — — 70 — — 64
— — — — — — — (13 13 —
$ — $ 33¢ $263,12! $206,29. $ (7,01) $ (3,689 $(24528) $ (660 $ 66C $213,76¢

See accompanying Notes to Unaudited ConsolidateahEial Statements.
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OceanFirst Financial Corp.
Consolidated Statements of Cash Flows
(dollars in thousands)

Cash flows from operating activitie
Net income
Adjustments to reconcile net income to net caskigen by operating activitie:
Depreciation and amortization of premises and egaigt
Allocation of ESOP stoc
Stock award:
Amortization of servicing ass
Net premium amortization in excess of discount etien on securitie
Net amortization of deferred costs and discountkans
Provision for loan losse
Provision for repurchased loans and loss sharitigattons
Net gain on sale of other real estate ow
Net gain on sales of investment securities ava-for-sale
Net gain on sales of loa
Proceeds from sales of mortgage loans held for
Mortgage loans originated for s¢
Purchase of Bank Owned Life Insural
Proceeds from Bank Owned Life Insurai
Increase in value of Bank Owned Life Insura
Increase in interest and dividends receivi
Decrease in other ass:
(Decrease) increase in other liabilit
Total adjustment
Net cash provided by operating activit
Cash flows from investing activitie
Net (increase) decrease in loans receiv
Purchase of investment securities avail-for-sale
Purchase of mortga-backed securities availal-for-sale
Purchase of investment securities Fto-maturity
Proceeds from maturities of investment securitigslable-for-sale
Proceeds from maturities of investment securitede-to-maturity
Proceeds from sale of investment securities ava-for-sale
Principal repayments on mortgi-backed securities availa-for-sale
Principal repayments on mortgi-backed securities he-to-maturity
Decrease in Federal Home Loan Bank of New Yorkks
Proceeds from sales of other real estate ov
Purchases of premises and equipn

Net cash used in investing activiti

15

For the nine months
ended September 2

2013 2012
(Unaudited)
$ 14,39: $ 15,97¢
2,131 1,95:
387 365
50¢ 39¢
1,07¢ 1,22¢
2,861 2,52t
44C 65C
2,60( 4,80(
97t 35C
(35) (157
(42 (22€)
(1,852 (3,486
88,38: 135,42t
(83,177 (129,28
— (10,000
— 15¢
(1,067) (977)
(117 (531)
4432 2,48:
(1,139 3,85:
12,38¢ 9,52
26,77 25,50:
(5,199 8,517
(28,297 (64,32¢)
(127,589 (88,267)
(24¢) —
20,39¢ 22,33¢
1,97( —
605 1,221
75,49¢ 89,46(
7,362 —
1,85( 1,017
1,91¢ 1,90¢
(2,539 (1,927)
(54,267) (30,067)
Continuet
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OceanFirst Financial Corp.
Consolidated Statements of Cash Flows (Continued)
(dollars in thousands)

Cash flows from financing activitie
Increase in deposi
Increase in shc-term borrowings
Proceeds from Federal Home Loan Bank adva
Repayments of Federal Home Loan Bank adva
Increase in advances by borrowers for taxes anotdanse
Exercise of stock optior
Purchase of treasury sto
Dividends paic
Tax expense of stock pla
Net cash provided by (used in) financing activi
Net decrease in cash and due from b
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
Reclassification of securities availa-for-sale to hel-to-maturity
Loans charge-off, net
Transfer of loans receivable to other real estateed

See accompanying Notes to Unaudited ConsolidateahEial Statements.
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For the nine month
ended September 2

2013 2012
(Unaudited)

$ 49,24 $ 33,89:
9,16( 6,04¢

25,00( —
(61,000 (41,000
844 18¢
64 41¢€
(8,107 (10,196
(6,209 (6,467)
— (482)
8,99¢ (17,600
(18,489 (22,162)
62,54 77,52
$ 44,05t $ 55,36
$ 8,00¢ $ 11,00(
6,79: 6,11¢

536,01( —
2,22 4,73¢
2,92¢ 3,417
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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 Fiab@orp. (the “Company”) and its
wholly-owned subsidiary, OceanFirst Bank (the “Banknd its wholly-owned subsidiaries, Columbia Hoitoans, LLC (“Columbia”),
OceanFirst REIT Holdings, Inc., OceanFirst Servit&< 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 finanoialdition and results of operations for the peripasented. The results of operations for the
three and nine months ended September 30, 20X®arecessarily indicative of the results of oderet that may be expected for all of 2C

In preparing the consolidated financial statemantmagement is required to make estimates and psmsithat affect the reported amounts
of assets and liabilities as of the date of theestants of financial condition and the results pémtions for the period. Actual results could
differ from these estimates.

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

These unaudited consolidated financial statemdsld be read in conjunction with the audited cdidsted financial statements and notes
thereto included in the Company’s Annual Repo$tiockholders on Form 10-K for the year ended Deezr8h, 2012.

Note 2. Earnings per Share

The following reconciles shares outstanding foiidaad diluted earnings per share for the threerémel months ended September 30, 2013
and 2012 (in thousands):

Three months ende Nine months ende
September 3( September 3(
2013 2012 2013 2012
Weighted average shares issued net of Treasurgshar 17,59C 18,13( 17,68¢ 18,41*
Less: Unallocated ESOP sha (442 (47¢€) (450 (484
Unallocated incentive award shares and sharesiyedéferred compensation
plan (207) (93 (99 (99
Average basic shares outstand 17,047 17,56 17,14¢ 17,83)
Add: Effect of dilutive securities
Stock options 124 19 9 18
Shares held by deferred compensation 39 41 40 41
Average diluted shares outstand 17,22 17,62 17,19¢  17,89¢

For the three months ended September 30, 2013@Gk#®] antidilutive stock options of 584,000 and 1,000, respectively, were excluded
from earnings per share calculations. For the ninaths ended September 30, 2013 and 2012, anitidilsitock options of 948,000 and
1,168,000, respectively, were excluded from easpey share calculations.

17
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Note 3. Securities

The amortized cost and estimated fair value of isesi available-for-sale and held-twaturity at September 30, 2013 and December 32,
are as follows (in thousands):

At September 30, 201

Gross Gross
Unrealize Unrealizec Estimated
Amortized Fair
Cost Gains Losses Value
Available-for-sale:
Investment securitie:
U.S. agency obligatior $6019: $ 29 §$ — $ 60,48¢
Equity investment 7,39¢ 1,102 (13 8,48¢
Total investment securities availa-for-sale $ 67,58¢ $ 1,39¢ $ (13) $ 68,96¢
Held-to-maturity:
Investment securitie:
U.S. agency obligatior $8266( $ 14¢ $ (18€) ¢ 82,62
State and municipal obligatiol 23,01t 17 (99) 22,93¢
Corporate debt securitii 55,00( — (10,129 44,87¢
Total investment securitie 160,67! 16€ (10,409 150,43
Mortgage-backed securities
FHLMC 154,19: 734 (3,47¢) 151,44¢
FNMA 211,67t 5,367 (2,607) 214,43t
GNMA 74€ 10t — 851
Total mortgag-backed securitie 366,61! 6,20¢ (6,085 366,73t
Total hel«-to-maturity $527,29( $ 6,377 $(16,489  $517,17:
Total securitie: $594,87¢ $ 7,76 $(16,507)  $586,14:
At December 31, 201
Gross Gross
Unrealize Unrealizec Estimatec
Amortized Fair
Cost Gains Losses Value
Available-for-sale:
Investment securitie:
U.S. agency obligatior $138,100 $ 94t $ — $139,05(
State and municipal obligatio 25,85¢ 5 (81) 25,78(
Corporate debt securiti 55,00( — (11,530 43,47(
Equity investment 4,99: 424 (123 5,29:
223,95: 1,374 (11,739 213,59
Mortgage-backer-securities
FHLMC 118,29: 1,28¢ (59 119,52!
FNMA 204,29t 9,017 (11) 213,30:
GNMA 824 20€ — 1,03(
Total mortgag-backed securitie 323,41 10,50 (64) 333,85°
Total availabl-for-sale $547,36 $11,88: $(11,799  $547,45(

The changes in held-to-maturity and available-flesecurities for the period ending SeptembelB03 are primarily attributed to a $536.0
million transfer of previously-designated availafide-sale securities to a held-to-maturity desigmagt fair value. The reclassification for the
period ended September 30, 2013 is permitted aSdhgpany has appropriately determined the ability iatent to hold these securities as an
investment until maturity or call. The securitiesrtsferred had an unrealized net loss of $13.3amilit the time of transfer which continue:

be reflected in accumulated other comprehensivedoghe consolidated balance sheet, net of subsegmortization, which is being
recognized over the life of the securities. Thayiag value of the held-to-maturity investment sdties at September 30, 2013 is as follows
(in thousands):
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Amortized cos $527,29(
Net loss on date of transfer from availe-for-sale (13,347
Amortization of net los 79
Carrying value $514,02:

Realized gains on the sale of securities were $2abd $226,000, respectively, for the nine moetided September 30, 2013 and 2012.
There were no realized gains or losses on theo$alecurities for the three months ended SepteB®e?013 and 2012.

The amortized cost and estimated fair value ofstment securities, excluding equity investment§egitember 30, 2013 by contractual
maturity, are shown below (in thousands). Actualumties will differ from contractual maturities bause issuers may have the right to call or
prepay obligations with or without call or prepayrhpenalties. At September 30, 2013, corporate sktirities with an amortized cost and
estimated market value of $55.0 million and $44ilion, respectively, were callable prior to the tondty date.

Amortized Estimated
September 30, 20 Cost Fair Value
Less than one year $ 57,60¢ $ 57,85
Due after one year through five ye 107,02« 107,00:
Due after five years through ten ye 1,23: 1,191
Due after ten yeal 55,00( 44,87t

$220,86t¢ $210,92:

Mortgagebacked securities are excluded from the above tahbe their effective lives are expected to beatsahan the contractual matur
date due to principal prepayments.

The estimated fair value and unrealized loss foustes available-for-sale and held-to-maturitySajptember 30, 2013 and December 31,
2012, segregated by the duration of the unrealies] are as follows (in thousands):

At September 30, 201

Less than 12 montt 12 months or longe Total
Estimatel
Estimated Unrealizet Unrealize( Estimated Unrealize(
Fair Fair Fair
Value Losses Value Losses Value Losses

Available-for-sale:
Investment securitie:
Equity investment $ 58 $ (13 % $ — $ 58 $ (13
Total investment securities availa-for-sale $ 58 $ (13 $§ — §$ — $ 581 $ (13
Held-to-maturity:
Investment securitie:

U.S. agency obligatior $3578 $ (18¢) $ — $ — $ 3578 $ (186

State and municipal obligatiol 10,61« (93 211 1) 10,82t (99

Corporate debt securiti — — 44,87¢ (10,12¢) 44,87¢ (10,12

Total investment securitie 46,40( (279) 45,081 (10,125 91,48 (10,404
Mortgage-backed securitie:

FHLMC 114,41¢ (3,47¢) — — 114,41¢ (3,479

FNMA 75,74 (2,607 — — 75,74 (2,607

Total mortgag-backed securitie 190,15¢ (6,08%) — — 190,15¢ (6,085

Total hele-to-maturity $236,55¢ $ (6,364 $45,087 $(10,12f) $281,64¢ $(16,489

Total securitie: $237,14(  $ (6,377) $45,087 $(10,12%) $282,22°  $(16,507)
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At December 31, 201

Less than 12 montt 12 months or longe Total
Estimatel Estimater Estimatel
Unrealizet Unrealizec Unrealizec
Fair Fair Fair
Value Losses Value Losses Value Losses

Available-for-sale:
Investment securitie:

State and municipal obligatiol $1591¢ $ (81 $

$ $1591¢ $ (81

43,47(

Corporate debt securiti — (11,530  43,47( (11,530
Equity investment 1,26¢ (123 — — 1,26¢ (123)
Total investment securitie 17,18: (204  43,47( (11,5300  60,65: (11,739
Mortgagebacked securitie:

FHLMC 16,18¢ (59 — — 16,18¢ (59
FNMA 4,871 (17) — — 4,871 (11)
Total mortgag-backed securitie 21,05] (64) — — 21,055 (64)

Total availabl-for-sale $38,23¢ $ (26f) $43,47( $(11,530) $81,70¢ $(11,799

At September 30, 2013, the amortized cost, estilfaie value and credit rating of the individuakporate debt securities in an unrealized
loss position for greater than one year are asvi@l(in thousands):

Amortizec Estimatec

Credit Ratinc
Security Descriptio Cost Fair Value Moody' s/S&F
BankAmerica Capital $15,00( $12,03¢ Ba2/BB+
Chase Capite 10,00¢( 8,10z Baa2/BBB
Wells Fargo Capite 5,00( 4,22¢ A3/A-
Huntington Capita 5,00( 3,931 Baa3/BB+
Keycorp Capita 5,00( 4,10¢ Baa3/BBE-
PNC Capita 5,00( 4,217 Baa2/BBB
State Street Capit: 5,00( 4,16¢ A3/BBB+
SunTrust Capite 5,00( 4,08¢ Baa3/BB+

$55,00( $44,87¢

At September 30, 2013, the fair value of each c@tigodebt security was below cost. However, thienaséd fair value of the corporate debt
securities increased as compared to December 22, ZBe corporate debt securities are issued tar ditancial institutions with credit
ratings ranging from a high of A3 to a low of Ba2rated by one of the internationally-recognizeztlirrating services. These floating-rate
securities were purchased in 1998 and have paigocointerest continuously since issuance. Floatiatg-debt securities such as these pay a
fixed interest rate spread over 90-day LIBOR. Raiitg the purchase of these securities, the reqsipeelad increased for these types of
securities causing a decline in the market prite CTompany concluded that unrealized losses orocatgpdebt securities were only
temporarily impaired at September 30, 2013. In tating that the impairments were only temporarg, @ompany considered several factors
in its analysis. The Company noted that each issizate all the contractually due payments when reduirhere were no defaults on
principal or interest payments and no interest paysiwere deferred. All of the financial institut®are also considered well-capitalized.
Recently, credit spreads have decreased for tipes bf securities and market prices have improBaded on managemesngnalysis of ea
individual security, the issuers appear to haveathibity to meet debt service requirements ovelifeeof the security. Furthermore, the
Company does not have the intent to sell theseritiesuand it is more likely than not that the Camp will not be required to sell the
securities. The Company has held the securitieBrzausly since 1998 and expects to receive itgtihcipal at maturity in 2028 or prior if
called by the issuer. The Company has historigadlyactively sold investment securities and dodsutilize the securities portfolio as a
source of liquidity. The Company’s long range ldjty plans indicate adequate sources of liquiditsale the securities portfolio.

The mortgage-backed securities are issued andmjearhby either the Federal Home Loan Mortgage @atjpn (“FHLMC”) or Federal
National Mortgage Associatio"FNMA”), corporations which are chartered by theitdd States Government and whose debt obligations a
typically rated AA+ by one of the internationallgeognized credit rating services. FHLMC and FNMAdhaeen under the conservatorship
of the Federal Housing Financial Agency since Saptr 8, 2008. The conservatorships have no spedéienination date. Also, FHLMC
and FNMA have entered into Stock Purchase Agreesneifiich following the issuance of Senior Prefei&dck and Warrants to the United
States Treasury, provide FHLMC and FNMA funding coitments from the United States Treasury. The Cawmgansiders the unrealized
losses to be the result of changes in interess kabéch over time can have both a positive and tivgyampact
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on the estimated market value of the mortgbageked securities. The Company does not intendlkthese securities and it is more likely t
not that the Company will not be required to dadl securities before recovery of their amortizest.cAs a result, the Company concluded
these securities were only temporarily impaire8eptember 30, 2013.

Note 4. Loans Receivable, Net
Loans receivable, net at September 30, 2013 andrbleer 31, 2012 consisted of the following (in themds):

September 3 December 3:
2013 2012

Real estate
One-to-four family $ 766,09 $ 802,95
Commercial real estate, multi family and le 497,46: 475,15!
Residential constructic 17,08: 9,01:
Consume 199,76: 198,14
Commercial and industrii 65,58 57,96.
Total loans 1,545,99; 1,543,23
Loans in proces (6,530 (3,639
Deferred origination costs, n 3,85( 4,112
Allowance for loan losse (20,887) (20,51()
Loans receivable, ni $1,522,42! $1,523,20!

At September 30, 2013 and December 31, 2012, ioath® amount of $41,565,000 and $43,374,000, rtsedy, were three or more months
delinquent or in the process of foreclosure anddbmpany was not accruing interest income on theeses. There were no loans ninety days
or greater past due and still accruing interesh-secrual 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 includ®alis modified as troubled debt restructuringsSéptember 30, 2013, the impaired loan
portfolio totaled $37,513,000 for which there waspacific allocation in the allowance for loan les®f $3,333,000. At December 31, 2012,
the impaired loan portfolio totaled $37,546,000vdrich there was a specific allocation in the abmwe for loan losses of $2,554,000. The
average balance of impaired loans for the threenamelmonths ended September 30, 2013 was $36(B28rtd $39,045,000, respectively
$35,802,000 and $31,131,000, respectively, fostHrae prior year periods.

An analysis of the allowance for loan losses ferttiree and nine months ended September 30, 2@1204r2 is as follows (in thousands):

Three months ende Nine months ende

September 3( September 3(
2013 2012 2013 2012
Balance at beginning of period $20,82( $17,65 $20,51( $18,23(
Provision charged to operatio 70C 1,40C 2,60( 4,80(
Chargroffs (76¢€) (1,699 (3,06¢) (6,037)
Recoverie: 13¢ 92¢ 84E 1,29¢
Balance at end of peric $20,88" $18,29: $20,88 $18,29:
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The following table presents an analysis of thevedince for loan losses for the three and nine nsoetitled September 30, 2013 and 201:
the balance in the allowance for loan loses andedberded investment in loans by portfolio segnzemt based on impairment method as of
September 30, 2013 and December 31, 2012 (in thdgga

Residentie Commerciz

Real Estat Real Estat Cconsume Commercie Unallocate Total
For the three months ended September 30,
Allowance for loan losse!
Balance at beginning of peri 490C $ 9,77¢ $193¢ $ 1,09 $ 3,114 $20,82(
Provision (benefit) charged to operatic 11C (329 192 41¢ 307 70C
Charge-offs (32¢) — (440 — — (76¢)
Recoveries 60 — 75 — — 13t
Balance at end of peric $ 474;. $ 9,44¢ $ 1766 $ 1512 $ 3421 $20,88:
For the three months ended September 30,
Allowance for loan losse!
Balance at beginning of peri $ 476¢ $ 8614 $164¢ $ 1,11C $ 1517 $17,65
Provision (benefit) charged to operatic 60¢ (90) 963 (577) 49t 1,40C
Charge-offs (1,126 — (497 (77) — (1,699
Recoveries 21C — 104 614 — 92¢
Balance at end of peric $ 4461 $ 852« $222¢ $ 107 $ 2,01z $18,29:
For the nine months ended September 30, :
Allowance for loan losse:
Balance at beginning of perit $ 5241 $ 8937 $226¢/ $ 1,348 $ 2,72( $20,51(
Provision (benefit) charged to operatic 95¢ 45¢ 8t 39¢ 701 2,60(
Chargt-offs (2,017 — (816) (23%) — (3,06%¢)
Recoveries 55¢ 50 23% 3 — 84t
Balance at end of peric $ 4742 $ 944¢ $ 1766 $ 151 $ 3,421 $20,88
For the nine months ended September 30, :
Allowance for loan losse!
Balance at beginning of peri $ 537 $ 847/ $1461 $ 90C $ 2,028 $18,23(
Provision (benefit) charged to operatic 2,71( (57) 2,53: (379) (13 4,80(
Charge-offs (4,030 (47) (1,887) (78) — (6,03%)
Recoveries 411 154 112 621 — 1,29¢
Balance at end of peric $ 4461 $ 8524 $222¢ $ 107 $ 2,01z $18,29:
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September 30, 201
Allowance for loan losse:
Ending allowance balance attributed to lo¢
Individually evaluated for impairmel
Collectively evaluated for impairme

Total ending allowance balan

Loans:
Loans individually evaluated for impairme
Loans collectively evaluated for impairme
Total ending loan balanc
December 31, 201
Allowance for loan losse!

Ending allowance balance attributed to loz
Individually evaluated for impairmel
Collectively evaluated for impairme

Total ending allowance balan

Loans:
Loans individually evaluated for impairme
Loans collectively evaluated for impairme

Total ending loan balanc

Residentia Commercice
Real Estat Real Estati Consume Commerciz Unallocate Total
$ 158 $ 2,73¢ % 44z % — $ — $ 3,33:
4,58 6,71( 1,32¢ 1,512 3,421 17,55¢
$ 474. $ 944¢ $ 1,766 $ 151 $ 3421 $ 20,88
$ 19,48 $ 13,71¢ $ 3,52( $ 79z $ — $ 37,51
763,70: 483,74! 196,24 64,79: — 1,508,47!
$783,18t $497,46. $199,76. $ 6558/ $ — $1,545,99;
$ 17¢ $ 183 % 541 $ — $ — $ 2,55¢
5,067 7,10: 1,72: 1,34¢ 2,72( 17,95¢
$ 5241 $ 8937 $ 226¢ $ 1348 $ 272C $ 20,51
$ 22427 $ 12,11¢ $ 2,71z $ 291  $ — $ 37,54t
789,54! 463,03 195,43 57,67¢ — 1,505,69
$811,97. $475,15! $198,14. $ 57,967 $ — $1,543,23
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A summary of impaired loans at September 30, 20tBecember 31, 2012 is as follows (in thousands):

September 3 December 3:

2013 2012
Impaired loans with no allocated allowance for |t@sses $ 26,12: $ 25,51
Impaired loans with allocated allowance for loasskex 11,39: 12,03:
$ 37,51 $ 37,54¢
Amount of the allowance for loan losses alloc: $ 3,33 $ 2,55¢

At September 30, 2013, impaired loans include tedidebt restructuring loans of $33,409,000 of Wwi$#21,523,000 were performing in
accordance with their restructured terms for a mimmn of six months and were accruing interest. Atcédeber 31, 2012, impaired loans
include troubled debt restructuring loans of $338,800 of which $17,733,000 were performing in adeoice with their restructured terms
were accruing interest.

The summary of loans individually evaluated for airment by class of loans as of September 30, 2083December 31, 2012 and for the
three and nine months ended September 30, 20130drtifollows (in thousands):

Allowance
Unpaid for Loan
Principal Recorded Losses
Balance Investmer Allocated
As of September 30, 20:
With no related allowance recorde
Residential real estat
Originated by Banl $ 9,67 $ 9,001 $ —
Originated by mortgage compa 7,40¢ 7,03¢ —
Originated by mortgage compa— nor-prime 2,77: 2,171 —
Commercial real estat
Commercial 4,35¢ 4,33¢ —
Construction and lan — — —
Consumel 3,10¢ 2,791 —
Commercia 792 792 —

$28,11( $ 26,12: $ —

With an allowance recorde
Residential real estat
Originated by Banl $ 881 $ 881 $ 124
Originated by mortgage compa 39¢ 39¢ 31
Originated by mortgage compa— nor-prime — — —
Commercial real estat

Commercial 9,09¢ 9,07¢ 2,51¢

Construction and lan 30¢ 30¢ 22¢
Consumel 857 72¢ 447
Commercia — — —

$11,53¢ $11,39: $ 3,33

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

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

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

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

Commercial 2,722 2,691 —

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

$26,19¢ $ 25,51t $ —
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Allowance
Unpaid for Loan
Principal Recorded Losses
Balance Investmer Allocated
With an allowance recorde
Residential real estat
Originated by Banl $ 1,761 $ 1,75¢ $ 14z
Originated by mortgage compa 404 404 37
Originated by mortgage compa— nor-prime — — —
Commercial real estat
Commercial 9,02z 8,94: 1,83¢
Construction and lan — — —
Consumel 934 931 541
Commercia — — —
$12,12: $12,03: $ 2,55/

Three months ended September

2013 2012
Average Interest Average Interest
Recorded Income Recorded Income
Investmer Recognize Investmer Recognize
With no related allowance recorde
Residential real estat
Originated by Banl $ 9,411 $ 87 $10,44( $ 12t
Originated by mortgage compa 6,73 68 6,82¢ 68
Originated by mortgage compa— nor-prime 2,18( 3 1,96( 1
Commercial real estat
Commercial 3,29¢ 36 1,71(C 22
Construction and lan — — — —
Consumel 2,742 19 1,40¢ 19
Commercia 79¢ — 294 3
$ 25,15¢ $ 21% $ 22,63 $ 23€
With an allowance recorde
Residential real estat
Originated by Ban! $ 881 $ 11 $ 1,60¢ $ 14
Originated by mortgage compa 26E 7 40¢ 7
Originated by mortgage compa— nor-prime — — 63€ —
Commercial real estat
Commercial 8,971 15 9,83¢ 89
Construction and lan 30¢ — — —
Consumel 72¢ 10 68¢& 10
Commercia — — — —
$11,16: $ 43 $ 13,16¢ $ 12C
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Nine months ended September

2013 2012
Average Interest Average Interest
Recorded Income Recorded Income
Investmer Recognize Investmer Recognize
With no related allowance recorde
Residential real estat
Originated by Banl $ 10,84 $ 26z $ 9,291 $ 324
Originated by mortgage compa 7,15¢ 20z 5,68¢ 17¢
Originated by mortgage compa— nor-prime 2,211 12 1,83: 3
Commercial real estat
Commercial 2,92¢ 10z 1,64: 66
Construction and lan — — — —
Consumel 3,751 58 952 38
Commercia 45€ 5 29¢ 7

$ 27,34¢ $ 64z $19,70( $ 61€

With an allowance recorde
Residential real estat

Originated by Ban! $ 852 $ 33 $ 1,05( $ 61
Originated by mortgage compa 35€ 20 13t 7
Originated by mortgage compa— nor-prime — — 674 —
Commercial real estat
Commercial 9,23: 17z 9,25t 277
Construction and lan 41€ — — —
Consumel 83¢ 32 317 11
Commercia — — — —
$11,69° $ 257 $11,43: $ 35€

The following table presents the recorded investrimenon-accrual loans by class of loans as of @aper 30, 2013 and December 31, 2012
(in thousands):

September 3 December 3:
2013 2012
Residential real estat
Originated by Banl $ 15,66 $ 13,15¢
Originated by mortgage compa 10,40: 10,477
Originated by mortgage compa— nor-prime 2,907 2,88¢
Commercial real estat
Commercia 7,08¢ 11,08t
Construction and lan 30¢ 482
Consume 4,42¢ 4,54(
Commercia 76¢ 74¢€
$ 41,56 $ 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 sélemyp market by the Bank’s shuttered mortgage compan
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The following table presents the aging of the rdedrinvestment in past due loans as of Septemh&033 and December 31, 2012 by class

of loans (in thousands):

September 30, 201
Residential real estat
Originated by Banl
Originated by mortgage compa
Originated by mortgage compa— nor-prime
Residential constructic
Commercial real estat
Commercia
Construction and lan
Consume
Commercia

December 31, 201
Residential real estat
Originated by Banl
Originated by mortgage compa
Originated by mortgage compa— nor-prime
Residential constructic
Commercial real estat
Commercia
Construction and lan
Consume
Commercia

Greater
30-59 6C-89 than
Days Days 90 Days Total Loans Not
Past Due Past Du Past Due Past Due Past Due Total
$ 7,06¢ $1,52: $14,28¢ $22,87¢ $ 642,77( $ 665,64¢
— 95¢ 10,29: 11,25: 85,15! 96,40:
167 18t 2,34: 2,69t 1,35¢ 4,04¢
— — — — 17,08 17,081
3,75¢ 6,21¢ 3,86¢ 13,84 465,13 478,97"
— — 49C 49C 17,99¢ 18,48¢
717 19¢ 4,39¢ 5,30¢ 194,45: 199,76:
71 42F 932 1,42¢ 64,15¢ 65,58
$11,78: $9,50¢ $36,60« $57,89¢ $1,488,09 $1,545,99.
$586: $ 78z $10,62¢ $17,26¢ $ 666,83. $ 684,10:
2,87( 7 10,29¢ 13,17: 101,43 114,60¢
431 47 2,36¢ 2,841 1,402 4,24¢
— — — — 9,01: 9,01:
2,42 60¢ 2,86: 5,89 457,39 463,28"
— — 482 482 11,38¢ 11,86¢
71¢ 57¢ 4,457 5,752 192,39: 198,14
— — 112 112 57,85¢ 57,967
$12,30¢  $2,02( $31,20: $4552¢ $1,497,71.  $1,543,23

The Company categorizes all commercial and commaleneal estate loans, except for small businessslaato risk categories based on
relevant information about the ability of borrow¢ssservice their debt such as: current financifdrimation, historical payment experience,
credit documentation and current economic trena®ng other factors. This analysis is performed guarterly basis. The Company uses the

following definitions for risk ratings:

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

position at some future date.

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 weaknessegethiardize the liquidation of the
debt. They are characterized by the distinct pdigithat the Company will sustain some loss i teficiencies are not corrected.

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

guestionable and improbable.
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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 homogesiémans. As of September 30, 2013 and Decemb&(3P, and based on the most re
analysis performed, the risk category of loanslbgsof loans is as follows (in thousands):

Special
Pass Mention Substandai Doubtful Total
September 30, 201
Commercial real estat
Commercia $44543. $ 25 $ 32,63¢ $ 87S $478,97:
Construction and lan 17,67 50¢ 30¢ — 18,48¢
Commercia 61,817 3,38( 387 — 65,58¢

$524,92° $3,911 $ 33,33« §$ 87¢ $563,04!

December 31, 201
Commercial real estat

Commercia $429,39¢ $1,77¢t $ 31,27t $ 844 $463,28:
Construction and lan 10,88( 50¢€ 482 — 11,86¢
Commercia 57,34 — 391 23E 57,967

$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 September 30, 2013 and Decembe2@12 (in thousands):

Residential Real Esta

Originated b
Originated b
mortgage
Originatec mortgage company — Residentia

by Bank company nor-prime constructiol Consume
September 30, 201
Performing $649,98° $ 86,00( $ 1,14 $ 17,08° $195,33:
Non-performing 15,66 10,40: 2,907 — 4,42¢

$665,64¢ $ 96,40 $ 404¢ $ 17,080  $199,76:

December 31, 201

Performing $670,94¢ $ 104,13 $ 1,361 $ 9,017  $193,60:

Non-performing 13,15¢ 10,47" 2,88¢ — 4,54(
$684,10: $ 11460 $ 4,24¢ $ 9,017  $198,14

The Company classifies certain loans as troubléd @estructurings when credit terms to a borroweiriancial difficulty are modified. The
modifications may include a reduction in rate, atersion in term and/or the capitalization of st amounts. Included in the non-accrual
loan total at September 30, 2013 and December@®®, @ere $11,886,000 and $18,160,000, respectivélypubled debt restructurings. At
September 30, 2013 and December 31, 2012, the Goniyae allocated $2,400,000 and $2,418,000, respBgtof specific reserves to loans
which are classified as troubled debt restruct@imgpn-accrual loans which become troubled deltuetsirings are generally returned to
accrual status after six months of performancadiition to the troubled debt restructurings ineldich non-accrual loans, the Company also
has loans classified as troubled debt restructanvigich are accruing at September 30, 2013 andbleee31, 2012, which totaled
$21,523,000 and $17,733,000, respectively. Nonegmgrand accruing troubled debt restructuringsegt&nber 30, 2013 include $2,686,000
and $4,804,000, respectively, and at December@I2 thclude $1,704,000 and $6,291,000, respectivelgting to the implementation of
new guidance issued by the Bank’s regulator, tHe®©bf the Comptroller of the Currency (“OCC"). @lamount now includes one-to-four
family and consumer loans where the borrower’sgattion was discharged due to bankruptcy. The upgdatalance requires the Company to
include certain loans as troubled debt restructigrisiue to the discharge of the borrower’s debts&heans continue to make payments as
agreed and the Bank retains its security interesité real estate collateral. Troubled debt resirirgys with six months of performance are
considered in the allowance for loan losses sinbdather performing loans. Troubled debt restriogs which are non-accrual or classified
are considered in the allowance for loan lossedaito other non-accrual or classified loans.
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The following table presents information about tied debt restructurings which occurred duringttitee and nine months ended
September 30, 2013 and 2012 and troubled debuotstings modified within the previous year and ethdefaulted during the three and n
months ended September 30, 2013 and 2012 (dafldn®iuisands):

Three months ended September 30, 2
Troubled Debt Restructuring
Residential real estat
Originated by mortgage compe
Consumel

Troubled Debt Restructuring
Which Subsequently Defaulte
Consume

Nine months ended September 30, 2
Troubled Debt Restructuring
Residential real estat

Number of Loan

2
2

Number of Loan

Number of Loan

Pre-modification

Recorded Investme

$ 77¢

20¢

Recorded Investme

12

Pre-modification

Recorded Investme

Post-modification

Recorded Investme

$ 777

12t

Post-modification

Recorded Investme

Originated by Ban! 3 $ 623 $ 622
Originated by mortgage compe 2 77¢ 777
Consume 9 36¢€ 281

Troubled Debt Restructuring
Which Subsequently Defaulte
Residential real estat

Originated by Banl
Consumel

Three months ended September 30, 2
Troubled Debt Restructuring
Residential real estat

Number of Loan

IRy

Number of Loan

Recorded Investme

62
12

Pre-modification

Recorded Investme

Pos-modification

Recorded Investme

Originated by Ban! 4 $ 37t $ 36¢
Originated by mortgage compe 1 35¢ 35¢
Consume 1 56 56

Troubled Debt Restructuring
Which Subsequently Defaulte

Nine months ended September 30, 2
Troubled Debt Restructuring
Residential real estat

Number of Loan

None

Number of Loan

Recorded Investme

None

Pre-modification

Recorded Investme

Post-modification

Recorded Investme

Originated by Ban! 9 $ 2,02¢ $ 1,89:

Originated by mortgage compe 3 97¢ 97¢
Commercial real estat

Commercial 2 1,31¢ 1,27¢
Consume 4 18t 18t

Troubled Debt Restructuring
Which Subsequently Defaulte

Number of Loan

None
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Note 5. Reserve for Repurchased Loans and Loss Sirag Obligations

An analysis of the reserve for repurchased loadd@ss sharing obligations for the three and niatims ended September 30, 2013 and .
is as follows (in thousands). The reserve is inetlish other liabilities in the accompanying statateef financial condition.

Three months ended Nine months ended
September 3( September 3(
2013 2012 2013 2012
Balance at beginning of period $1,68¢ $ 95t $1,20: $ 70t
Provision charged to operatio — 10C 97t 35C
Loss on loans repurchased, settlements or payraedesy loss sharing
arrangement (220) — (915) —
Recoveries — — 20¢ —
Balance at end of peric $1,46¢ $1,05¢ $1,46¢ $1,05¢

The reserve for repurchased loans and loss shabiigations was established to provide for expetdsdes related to repurchase requests
which may be received on residential mortgage Igaesiously sold to investors and other loss sigaoipligations. The Company prepares a
comprehensive analysis of the adequacy of theweger repurchased loans and loss sharing obligat each quarter-end. The reserve
includes a specific loss estimate on the outstankban repurchase requests based on the estinztedlue of the underlying collateral
modified by the likelihood of loss which is estiradtbased on historical experience. The reserverathades a general loss estimate based on
an estimate of loans likely to be returned for repase and the estimated loss on those loanslygitia reserve also includes an estimate of
the Bank’s obligation under a loss sharing arrareggrwith the Federal Home Loan Bank (“FHLB”) retagito loans sold into their Mortgage
Partnership Finance (“MPF") program. Under thisgoeon, the Bank and the FHLB share credit risk danis sold. The first loss position,
equal to 1% of the aggregate amount of the loah, ppabsorbed by the FHLB through a reductionregdi enhancement fees paid to the
Bank. The second loss position, generally covettiegnext 1.5% to 4.0% of the aggregate loan peabsorbed 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 volumenahlsales and the general economic environment.

The reserve for repurchased loans and loss shaliigations was $1.5 million at September 30, 2@18265,000 increase from

December 31, 2012. The increase was due to masttygfiarter activity relating to a provision ofG&1,000 for repurchase requests, an
additional provision relating to loans sold to fieLB, incurred losses relating to the FHLB loaresala comprehensive settlement with one
investor relating to existing and anticipated loapurchase requests, and recoveries of previotigisged-off amounts. For the three months
ended March 31, 2013, the Bank recognized actsak®for the first time under the MPF program @f3200 on two loans in a single pool.
In light of these realized losses, the Bank pertatran analysis of additional loss exposure andmi@ted that additional covered losses
within that loan pool were likely and recorded aldifional provision of $875,000. The analysis alseealed the actual losses of $245,00C
the general provision of $875,000 related to agsality deterioration in the loan pool should h&veen recognized in prior periods; however
these amounts were not considered material to peicbds. An additional loss of $220,000 was charygainst the reserve for the three and
nine months ended September 30, 2013. The Ban&Ximum remaining loss exposure on all loans &otde FHLB is $2.4 million, althoug
the Bank’s reserve includes an estimate of expduotede losses. Therefore, additional losses willyde recognized if loan performance
deteriorates beyond expectations. The reserveadased by a cash payment of $450,000 as partahamehensive settlement with a single
investor which settled seven outstanding loan relmase requests and terminated the right of thesinwéo make any future claims for
repurchase. The anticipated loss on this compréreensttiement was considered in establishingékemve at December 31, 2012. The Bank
also recognized $205,000 in recoveries relatirgmounts previously charged-off. At September 3Q32¢here were two outstanding loan
repurchase requests which the Company is dispotirigans with a total principal balance of $541,0@)compared to 12 outstanding loan
repurchase requests with a principal balance & 8llion at December 31, 2012.

Note 6. Deposits
The major types of deposits at September 30, 2683Pecember 31, 2012 were as follows (in thousands)

Type of Accour September 30, 20 December 31, 20:
Nor-interest-bearing $ 217,06: $ 179,07:
Interes-bearing checkini 924,69 940,19(
Money market depos 124,35( 118,15«
Savings 291,13: 256,03!
Time deposit: 211,67¢ 226,21¢

Total depositt $ 1,768,91 $ 1,719,67
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Included in time deposits at September 30, 20130mwkmber 31, 2012, is $56,623,000 and $57,871r@8pectively, in deposits of
$100,000 and over.

Note 7. Recent Accounting Pronouncements

Accounting Standards Update No. 2013-02, “Comprsiverincome — Reporting Amounts Reclassified Olhatumulated Other
Comprehensive Income” requires an entity to prowidermation about the amounts reclassified owafumulated other comprehensive
income by component. In addition, an entity is iegplito present, either on the face of the statémvere net income is presented or in the
notes, significant amounts reclassified out of amglated 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 tteahet required under GAAP to be reclassified girtlentirety to net income, an entity is
required to cross-reference to other disclosumgsired under GAAP that provide additional detaibabthose amounts. The standard is
effective prospectively for reporting periods, inting interim periods, beginning after December2(8,2. For the nine months ended
September 30, 2013, the Company had a minor réitasi®n out of accumulated other comprehensiweime and into net income which v
not considered significant.

Note 8. Fair Value Measurements

Fair value is defined as the price that would lmeired to sell an asset or paid to transfer alitglin 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 medseifait 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 measurendai 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.

The Company uses valuation techniques that arastenswith the market approach, the income apra@ac/or the cost approach. The
market approach uses prices and other relevarmiafiion generated by market transactions involviegtical 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#te@amount that currently would be required foaee the service capacity of an asset
(replacement costs). Valuation techniques shoulcbisistently applied. Inputs to valuation techesjuefer to the assumptions that market
participants would use in pricing the asset oriliigh Inputs may be observable, meaning those tbiéct 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 asptioms about the assumptions market participantddvase in pricing the asset or liability
and developed based on the best information aveilatihe circumstances. In that regard, a faiu@dlierarchy has been established for
valuation inputs that gives the highest prioritygtmted prices in active markets for identical &sse 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 valuednigry for the three and nine months ended Septe®ther013. The fair value hierarchy is as
follows:

Level 1 Inputs - Unadjusted quoted prices in acthagkets for identical assets or liabilities theg teporting entity has the ability to access at
the measurement date.

Level 2 Inputs - Inputs other than quoted pricedlided in Level 1 that are observable for the agsiability, either directly or indirectly.
These include quoted prices for similar assetsabilities 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 liabilily €xample, interest rates, volatilities,
prepayment speeds, loss severities, credit ristslafault rates) or inputs that are derived prialtypfrom or corroborated by observable
market data by correlations or other means.

Level 3 Inputs - Significant unobservable inputattfeflect an entity’s own assumptions that mageaticipants 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).
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Securities Availabld=or-Sale

Securities classified as available-for-sale aremepgl at fair value utilizing Level 1 and Levelrpits. In general, fair value is based upon
guoted market prices, where available. Most ofGbenpany’s investment and mortgage-backed secuyrit@sever, 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 industryszes 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 farites for which limited observable market datavsilable are based on judgments regarding
current economic conditions, liquidity discountsdit and interest rate risks, and other factohesg estimates involve significant
uncertainties and judgments and cannot be detedmwiith 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 fréra 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 défawuap curves related to the issuer.

Other Real Estate Owned and Impaired Loans

Other real estate owned, and loans measured fa@iiment based on the fair value of the underlyioldateral are recorded at estimated fair
value, less estimated selling costs of 20% and 1B%pectively. Fair value is based on independenitaasals.

The following table summarizes financial assets famghcial liabilities measured at fair value asSefptember 30, 2013 and December 31,
2012, segregated by the level of the valuationteputhin the fair value hierarchy utilized to meesfair value (in thousands):

Fair Value Measurements at Reporting Date Us

Total Fail
Level 1 Level 2 Level 3
Value Inputs Inputs Inputs
September 30, 201
Items measured on a recurring ba
Investment securities availa-for-sale:
U.S. agency obligatior $60,48¢ $ — $ 60,48¢ $ —
Equity investment 8,48¢ 8,48¢ — —
Items measured on a r-recurring basis
Other real estate own 4,25¢ — — 4,25¢
Loans measured for impairment based on the faireval
of the underlying collater: 11,39: — — 11,39
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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 availa-for-sale:
U.S. agency obligatior $139,05( $ — $  139,05( $ —
State and municipal obligatiol 25,78( — 25,78( —
Corporate debt securiti 43,47( — 43,47( —
Equity investment 5,29: 5,29: — —
Mortgage-backed securities availa-for-sale 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 fairevaf the underlying
collateral 12,03 — — 12,03

Assets and Liabilities Disclosed at Fair Value

A description of the valuation methodologies usmdassets and liabilities disclosed at fair vahgewell 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.

Securities Helgdo-Maturity

Securities classified as held-to-maturity are earat amortized cost, as the Company has the ogitient and ability to hold these securities
to maturity. The Company determines the fair valftithe securities utilizing Level 1 and Level 2 utg. In general, fair value is based upon
guoted market prices, where available. Most ofGbenpany’s investment and mortgage-backed secyrit@sever, 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 industryszes that actively participate in the buying aellirsg of securities. Prices obtained from
these sources include market quotations and m@afiding. Matrix pricing is a mathematical techniqueed principally to value certain
securities without relying exclusively on quoteitps for the specific securities, but comparinggeeurities 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 discountsedit and interest rate risks, and other factoh&esg estimates involve significant
uncertainties and judgments and cannot be detedmwiith precision. As a result, such calculated Yailue estimates may not be realizable in
a current sale or immediate settlement of the sgcur

The Company utilizes third party pricing service®btain market values for its corporate bonds. ag@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 werezatili The significant observable inputs include bemark yields, reported trades,
broker/dealer quotes, issuer spreads, benchmaukitses and observations of equity and credit défawuap curves related to the issuer.

Federal Home Loan Bank of New York Stock

The fair value for Federal Home Loan Bank of NewRystock is its carrying value since this is theoamt for which it could be redeemed.
There is no active market for this stock and then@any is required to maintain a minimum investrmeaged 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 lgn category is further segmented into fixed adjustable rate interest terms.

Fair value of performing and n-performing loans was estimated by discounting theré cash flows, net of estimated prepayments 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 rateofaparable 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)gavand 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 creatgsificaint inherent value which is not reflectedtle fair value reported.

Time Deposits

The fair value of time deposits is based on thealiated value of contractual cash flows. The diatoate 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 asthesrowings are payable on demand and the intextesadjusts 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 recordedadr value as of September 30, 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

September 30, 201

Financial Assets
Cash and due from ban $ 44,05 $ 44,05¢ $ — $ —
Securities hel-to-maturity 514,02: — 517,17: —
Federal Home Loan Bank of New York stc 15,21: — — 15,21:
Loans receivable and mortgage loans held for 1,524,99 — — 1,541,32.

Financial Liabilities:

Deposits other than time depos 1,557,23 — 1,557,23 —
Time deposit: 211,67¢ — 214,62: —
Securities sold under agreements to repurchase with
retail customer 69,95 69,95 — —
Federal Home Loan Bank advances and other
borrowings 216,50( — 219,37( —
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 — — 1,572,229
Financial Liabilities:

Deposits other than time depos 1,493,45. — 1,493,45: —
Time deposit: 226,21¢ — 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 amormation about the financial instrument.
These estimates do not reflect any premium or discthat could result from offering for sale at dimee 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 unolabte inputs. These estimates are subjective ir@aind involve uncertainties and mat



of significant judgment and, therefore, cannot brmined with precision. Changes in assumptiontdcsignificantly affect the estimates.
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Fair value estimates are based on existing balsimeet financial instruments without attemptinggtireate the value of anticipated future
business and the value of assets and liabilitigisatie 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 lossesheare a significant effect on fair value estimated have not been considered in the estim

Note 9. Subsequent Events

Subsequent to quarter-end, the Company made titegitt decision to prepay $159.0 million of Fedétaime Loan Bank advances with a
weighted average cost of 2.31% and a weighted gedsam to maturity of 16 months. The pre-tax pyepent fee on these borrowings was
$4.3 million, or $0.16 per diluted share, whichlvei reflected in the fourth quarter’s reportedh@ags. The prepayment was initially funded
by short-term advances, which the Company expedsplement with deposit growth. Over the next yee short-term advances will
gradually be extended into longer-term liabiliti&e transaction will improve net interest inconné anargin in future periods and, when
fully implemented, will reduce the Company’s seingif to further interest rate increases.

The Company is focused on growing revenues in camialdending, trust and asset management, and &adlservices. In order to fund the
required investment in these areas, the Bank reddwanch expenses and decided to consolidateramgles into newer, in-market
OceanFirst Bank facilities. The consolidation ikextuled to occur in the fourth quarter and is etgubto result in a non-recurring charge of
$630,000.

PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

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

Item 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 andse of Proceeds

On November 27, 2012, the Company announced #stioh 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 Septe30b2013 is as follows:

Total Number o

Shares Purchased Maximum
Total Number of Shares
Number o Part of Publicly that May Yet Be
Average Pric Announced Plans Purchased Under t
Shares
Perioc Purchase Paid per Sha Programs Plans or Program
July 1, 2013 through July 31, 2013 — $ — — 519,82:
August 1, 2013 through August 31, 2C — — — 519,82:
September 1, 2013 through September 30,
2013 218,05 16.4¢ 218,05 301,76¢

Item 3. Defaults Upon Senior Securities

Not Applicable

Item 4. Mine Safety Disclosures

Not Applicable

Iltem 5. Other Information

Not Applicable
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Iltem 6. Exhibits

Exhibits:

31.1
31.2
32.C
101.C

Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 200z
Certification of Chief Financial Officer pursuawnt $ection 302 of the Sarba-Oxley Act of 2002
Certification pursuant to 18 U.S.C. Section 135@@ded by Section 906 of the Sarb«-Oxley Act of 200z

The following materials from the Company’s QuageRleport on Form 1@ for the quarter ended September 30, 2013, foedhat
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 CaslwEland (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

1)

liability of that section
Incorporated herein by reference from Exhibit tarR@-K filed on February 28, 201

36



Table of Contents

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 Corp.
Registran

DATE: November 8, 2013 /s/ John R. Garbarino
John R. Garbarin
Chairman of the Board and Chief Executive Offi

DATE: November 8, 2013 /sl Michael J. Fitzpatrick
Michael J. Fitzpatricl
Executive Vice President and Chief Financial Offi
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Exhibit Index
Exhibit Descriptiot Pagt
31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002 39
31.2  Certification of Chief Financial Officer pursuait $ection 302 of the Sarba-Oxley Act of 200z 40
32.C  Certification pursuant to 18 U.S.C. Section 135@dded by Section 906 of the Sarb~Oxley Act of 200z 41

101.C  The following materials from the Company’s QuastéRleport on Form 10-Q for the quarter ended Sepéerdd, 2013,
formatted in XBRL (Extensible Business Reportingngaage): (i) the Consolidated Statements of Firsu@bndition, (ii)
the Consolidated Statements of Income, (iii) th@sddidated Statements of Comprehensive Incometi@/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 ErglaAct 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.
2.

I have reviewed this quarterly report on Forn-Q of OceanFirst Financial Corj

Based on my knowledge, this quarterly report dagsantain any untrue statement of a material dacimit 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

Based on my knowledge, the financial statemeamis,other financial information included in thisagterly report, fairly present in
all material respects the financial condition, itssaf operations and cash flows of the registeemof, and for, the periods
presented in this quarterly repc

The registran$ other certifying officer and | are responsibledstablishing and maintaining disclosure contamld 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 finaheporting 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 discisantrols and procedures, as of the end of thegeovered by this
quarterly report based on such evaluation;

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

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal 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 invalvaanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

Date: November 8, 2013 /s/ John R. Garbarino
John R. Garbarin
Chief Executive Office
(principal executive officer




Exhibit 31.Z

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

I, Michael J. Fitzpatrick, certify that:

1.
2.

I have reviewed this quarterly report on Forn-Q of OceanFirst Financial Corj

Based on my knowledge, this quarterly report dagsantain any untrue statement of a material dacimit 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

Based on my knowledge, the financial statemeamis,other financial information included in thisagterly report, fairly present in
all material respects the financial condition, itssaf operations and cash flows of the registeemof, and for, the periods
presented in this quarterly repc

The registran$ other certifying officer and | are responsibledstablishing and maintaining disclosure contamld 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 finaheporting 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 discisantrols and procedures, as of the end of thegeovered by this
quarterly report based on such evaluation;

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

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal 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 invalvaanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

November 8, 2013 /s/ Michael J. Fitzpatrick

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




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 Oceasfiinancial Corp. (the “Company”) on Form 10-Q tlee period ending September 30,
2013 as filed with the Securities and Exchange Cwsion on the date hereof (the “Report”), the usigred certify, pursuant to 18 U.S.C.
81350, as added by 8906 of the Sarbanes-Oxley {A&0Q@P, that:

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

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

/s/ John R. Garbarino
John R. Garbarin
Chief Executive Office
November 8, 201

/s/ Michael J. Fitzpatrick
Michael J. Fitzpatricl
Chief Financial Office
November 8, 201




