Table of Contents

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

FORM 10-Q

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

For the quarterly period ended June 30, 2014

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

For the transition period from to

Commission file number 001-11713

OceanFirst Financial Corp.

(Exact name of registrant as specified in its chaefr)

Delaware 22-3412577
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification No.)
975 Hooper Avenue, Toms River, N. 08753
(Address of principal executive offices (Zip Code)

Registrant’s telephone number, including area code(732) 240-4500

Indicate by check mark whether the registrant €l filed all reports required to be filed by Secti8 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastia@s. YES NO O

Indicate by check mark whether the registrant lhsmstted electronically and posted on its corpo¥bsite, if any, every Interactive Data
File required to be submitted and posted pursuaRiie 405 of Regulation S-T (§232.405 of this abe)pljurmg the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). YHX NO .

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

Large Accelerated File O Accelerated File

Non-accelerated File [ Smaller Reporting Compar [
Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Exgje Act). YESO NO

As of August 1, 2014 there were 17,143,993 shdrédsedRegistrant's Common Stock, par value $.01shbare, outstanding.




Table of Contents

OceanFirst Financial Corp.

INDEX TO FORM 10-Q

Consolidated Statements of Financial Conditionfakine 30, 2014 (unaudited) and December 31,
Consolidated Statements of Income (unaudited)hferttiree and six months ended June 30, 2014 argi

Consolidated Statements of Comprehensive Incomeu@ited) for the three and six months ended Jun2@®4 and

Consolidated Statements of Changes in Stockh¢ Equity (unaudited) for the six months ended June28@4 and 201
Consolidated Statements of Cash Flows (unauditedh& six months ended June 30, 2014 and .

Notes to Unaudited Consolidated Financial States

Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior

Quantitative and Qualitative Disclosures About MarRisk

Unregistered Sales of Equity Securities and Uderoteed:

PART . FINANCIAL INFORMATION

ltem 1.  Consolidated Financial Statements (unaudi
2013

ltem 2.

ltem 3.

ltem 4.  Controls and Procedur

PART Il. OTHER INFORMATION

ltem 1. Legal Proceeding

Item 1A. Risk Factors

Item 2.

ltem 3.  Defaults Upon Senior Securiti

Iltem 4.  Mine Safety Disclosure

Iltem 5.  Other Informatior

ltem 6.  Exhibits

Signatures

PAGE

10
11

12
13
14
16

33
34
34
34
34
34
34
35



Table of Contents

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 June 30, 201 March 31, 201 June 30, 201
SELECTED FINANCIAL CONDITION DATA

Total asset $2,329,14. $ 2,281,71. $2,305,66-
Loans receivable, ni 1,631,81! 1,570,96! 1,505,68!I
Deposits 1,705,511 1,720,13 1,703,741
Stockholder' equity 215,84: 216,19( 216,27¢
SELECTED OPERATING DATA :

Net interest incom 18,15¢ 18,06¢ 17,54«
Provision for loan losse 27t 53C 80C
Other income 4,847 3,85¢ 4,617
Operating expenst 14,84" 14,12( 13,60(
Net income 5,113 4,701 4,981
Diluted earnings per sha 0.3C 0.2¢ 0.2¢
SELECTED FINANCIAL RATIOS :

Stockholder’ equity per common sha 12.5¢ 12.4F 12.2¢
Cash dividend per sha 0.1z 0.12 0.12
Stockholder' equity to total asse 9.27% 9.47% 9.3t%
Return on average assets 0.9C 0.8: 0.87
Return on average stockholc’ equity (1) 9.4t 8.72 9.0¢
Average interest rate spre 3.2¢ 3.31 3.15
Net interest margi 3.3t 3.3¢€ 3.21
Operating expenses to average assel 2.6( 2.4¢ 2.3¢€
Efficiency ratio 64.5¢ 64.42 61.3i
ASSET QUALITY :

Non-performing loan: $ 40,69¢ $ 45,321 $ 45,90(
Non-performing assel 45,66" 49,77¢ 49,32(
Allowance for loan losses as a percent of totah$o@ceivabl 1.2€% 1.31% 1.3€%
Allowance for loan losses as a percent of tota-performing loan: 51.4¢ 46.1¢ 45.3¢
Non-performing loans as a percent of total loans redde 2.44 2.8¢ 3.0C
Non-performing assets as a percent of total a: 1.9¢ 2.1¢ 2.14
Wealth Management

Assets under administratic $ 229,28¢ $ 216,50¢ $ 175,84t

(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 bankcamndces, wealth management
services, deposit accounts, the sale of investpraiucts, loan originations, loan servicing, loales, and other fees. The Company’s
operating expenses primarily consist of compensatitd employee benefits, occupancy and equipmenketing, federal deposit insurance,
data processing and general and administrativensgse The Company’s results of operations aresagificantly affected by general
economic and competitive conditions, particulathaieges in market interest rates, government psliiel actions of regulatory agencies.

Interest-earning assets, both loans and secudtiegjenerally priced against longer-term indiedsle interest-bearing liabilities, primarily
deposits and borrowings, are generally priced agaimorter-term indices. The Company’s net interestgin has expanded over the past year
as the Company has succeeded in growing commégaias resulting in a shift in asset mix from lowegelding short-term investments and
securities into higheyielding loans. The net interest margin also beéedffrom the prepayment of $159.0 million of Fedlétame Loan Ban
(“FHLB™) advances in the fourth quarter of 2013 and fronrifieg interest rate environment in 2013 whictepemned the yield curve, slow
loan refinance activity and improved yields on newfiginated loans and investments. Based uporentieconomic conditions, the Federal
Reserve has indicated that it anticipates thattg¢ham interest rates will remain at current levelsd considerable time, especially if projec
inflation continues to run below the 2% longer-goal, and provided that longer-term inflation expéons remain well-anchored.
Additionally, the Federal Reserve has decidedperté#s monthly bond buying program, with furtheductions expected throughout 2014.
The increase in longer-term rates and related teduin loan refinance activity has caused a desgéa the Company’s loan sale volume and
therefore lower income from the net gain on the sélloans.

In addition to the interest rate environment, tleenPany’s results are affected by economic conditi®tecent economic indicators point to
some improvement in the economy, which expandedestidin 2013 and is expected to show growth ferrdmainder of 2014. Labor
market conditions improved as the national andllonemployment rates in the first half of 2014 bd#dtreased over prior year levels.
Despite these signs, the economic recovery remasas.

Highlights of the Company’s financial results fhetthree and six months ended June 30, 2014 wéod@ss:

Total assets increased to $2.329 billion at Jun2804, from $2.250 billion at December 31, 2018ahs receivable, net increased $90.4
million at June 30, 2014, as compared to DecembgP@13 primarily due to growth in commercial loafi$62.8 million and in residential
construction loans, net of loans in process, whicheased $11.6 million.

Net income for the three months ended June 30, 2@54%55.1 million, or $0.30 per diluted share, @mgared to net income of $5.0 millic
or $0.29 per diluted share for the correspondingr grear period. Net income benefited from highet interest income, lower provision for
loan losses and higher other income, partly otfgetigher operating expenses. Additionally earnipgisshare benefited from a reduction in
average shares outstanding.

Net interest income for the three months ended 30n2014 increased to $18.2 million, as compaoe®ll¥.5 million in the same prior ye
period, reflecting a higher net interest margirtlgasffset by lower interest-earning assets. Thieimerest margin increased to 3.35% for the
three months ended June 30, 2014, as comparel@1®3or the corresponding prior year period.

The provision for loan losses was $275,000 forttinee months ended June 30, 2014, as compare@@0E® in the same prior year period
primarily due to a reduction in net charge-offs &der non-performing loans.

Other income increased to $4.8 million for the ¢hmeonths ended June 30, 2014 as compared to $Hidhnm the same prior year period.
The increase was due to higher fees and serviaggehiagain on sale of investment securities andtivea@anagement revenue partially offset
by lower gain on sales of loans. Operating expeimeesased $1.2 million primarily due to personagdlitions in revenue producing areas
higher marketing costs related to promotional cagnsato attract retail checking accounts and inbamkcard usage. Additionally, operating
expenses for the three months ended June 30, @6lldles $196,000 in non-recurring severance rekatpenses due to the Company’s
strategic decision to improve efficiency in theidestial mortgage loan area. The related persamuielction is expected to lower
compensation and benefits expense by $650,000 Byinua

The Company remains well-capitalized with a targitbmmon equity ratio of 9.27%. On July 24, 20hé, Company announced the
completion of its 2012 common stock repurchase namgand the subsequent authorization of the Bo@drectors to repurchase up to 5%
the Company’s outstanding common stock, or 867s928es.

Return on average stockholdeesjuity was 9.45% for the three months ended Jup2Q0t, as compared to 9.06% for the correspongliiog
year period
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Analysis of Net Interest Income

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

The following table sets forth certain informatigating to the Company for the three and six memihded June 30, 2014 and 2013. The
yields and costs are derived by dividing incomexgense by the average balance of assets ortiiedjiliespectively, for the periods sho
except where noted otherwise. Average balancedesireed from average daily balances. The yieldsa@sts include certain fees which are
considered adjustments to yields.

FOR THE THREE MONTHS ENDED JUNE 30,

2014 2013
AVERAGE AVERAGE
AVERAGE YIELD/ AVERAGE YIELD/
BALANCE  INTEREST COST BALANCE  INTEREST COST
(dollars in thousand:
Assets
Interes-earning asset:
Interes-earning deposits and st-term investment $ 26,56 $ 4 0.06% $ 36,60 $ 19 0.21%
Securities (1) and FHLB stoc 552,85 2,36¢ 1.71 648,69° 2,71¢ 1.67
Loans receivable, net ( 1,588,81! 17,53( 4.41 1,500,98I 17,42¢ 4.64
Total interes-earning asse! 2,168,22! 19,89¢ 3.67 2,186,27! 20,16 3.6€
Nonr-interes-earning assel 118,55: 119,41¢
Total asset $2,286,78! $2,305,69
Liabilities and Stockholders’ Equity
Interes-bearing liabilities:
Transaction deposi $1,257,29. 247 0.0¢ $1,318,23! 43¢ 0.1:
Time deposit: 215,144 73¢ 1.37 215,91 737 1.37
Total 1,472,43! 98¢ 0.27 1,534,14 1,17¢ 0.31
Borrowed funds 330,93: 758 0.91 326,72( 1,44 1.77
Total interes-bearing liabilities 1,803,37, 1,73¢ 0.3¢ 1,860,86 2,617 0.5€
Nonr-interes-bearing deposit 252,39! 208,91
Non-interes-bearing liabilities 14,53( 15,71¢
Total liabilities 2,070,29 2,085,50:
Stockholder equity 216,48: 220,19:
Total liabilities and stockholde’ equity $2,286,78! $2,305,69
Net interest incom $ 18,15¢ $ 17,54«
Net interest rate spread ( 3.2&% 3.13%
Net interest margin (4 3.35% 3.21%
FOR THE SIX MONTHS ENDED JUNE 30,
2014 2013
AVERAGE AVERAGE
AVERAGE YIELD/ AVERAGE YIELD/
BALANCE  INTEREST COST BALANCE  INTEREST COST
(dollars in thousand:
Assets
Interes-earning asset:
Interes-earning deposits and sk-term investment $ 27,94( $ 10 00% $ 61,14C $ 45 0.1%%
Securities (1) and FHLB stoc 557,57: 4,857 1.74 607,17¢ 5,07 1.67
Loans receivable, net ( 1,573,13 34,77¢ 4.4z 1,512,50: 35,09: 4.64
Total interes-earning asse! 2,158,64: 39,64 3.67 2,180,81! 40,21 3.6¢
Nonr-interes-earning asse! 117,21. 118,78t
Total asset $2,275,86! $2,299,60!
Liabilities and Stockholders’ Equity
Interes-bearing liabilities:
Transaction deposi $1,289,76! 61C 0.0¢ $1,324,46! 1,00z 0.1¢
Time deposit: 215,42 1,472 1.37 218,54 1,49¢ 1.37
Total 1,505,18 2,082 0.2¢ 1,543,01 2,501 0.32
Borrowed funds 307,22 1,33 0.87 323,20: 2,97¢ 1.84




Total interes-bearing liabilities 1,812,41. 3,41¢ 0.3¢ 1,866,21: 5,48( 0.5¢

Nonr-interes-bearing deposit 231,63: 196,99(
Nonr-interes-bearing liabilities 15,60 16,27¢
Total liabilities 2,059,64' 2,079,48
Stockholder' equity 216,21: 220,12:
Total liabilities and stockholde’ equity $2,275,86! $2,299,60!
Net interest incom $ 36,22¢ $ 34,73
Net interest rate spread ( 3.2% 3.1(%
Net interest margin (4 3.36% 3.1%%

(1) Amounts are recorded at average amortized

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

(3) Netinterest rate spread represents the differbatwgeen the yield on inter-earning assets and the cost of inte-bearing liabilities

(4) Net interest margin represents net interest incdivided by average intere-earning asset:

3
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Comparison of Financial Condition at June 30, 2014nd December 31, 2013

Total assets increased by $79.4 million to $2.32®b at June 30, 2014, from $2.250 billion at Bewber 31, 2013. Securities, in the
aggregate, decreased by $28.7 million, to $510llfomiat June 30, 2014, as compared to $539.4nilkit December 31, 2013. Loans
receivable, net, increased by $90.4 million, anuafined growth rate of 11.7%, to $1.632 billiondahe 30, 2014 from $1.541 billion at
December 31, 2013, primarily due to growth in corroiz loans of $62.8 million and in residential stmuction loans, net of loans in process,
which increased $11.6 million. Additionally, on &80, 2014, the Company purchased a pool of penfigriocally originated, one-to-four
family, non-conforming mortgage loans for $20.6lioil. The growth in commercial loans was primadlye to the strategic expansion of the
commercial lending group and the successful raoerit of several experienced commercial lenders.

Deposits decreased by $41.3 million, to $1.706dwilat June 30, 2014, from $1.747 billion at Decenfi, 2013, despite strong growth in
retail and business checking accounts. All of therease was related to a reduction in governmemasits. Non-interest bearing deposit
accounts increased $63.6 million during the fif bf 2014 due to a revised fee and product strectTo fund loan growth and deposit
outflows, FHLB advances increased $130.0 million$305.0 million at June 30, 2014, from $175.0 ianillat December 31, 2013.

Stockholders’ equity increased to $215.8 milliodane 30, 2014, as compared to $214.4 million aeber 31, 2013. Net income for the
period was offset by the repurchase of 301,766eshaircommon stock for $5.0 million (average castghare of $16.64) and the cash
dividends on common stock of $4.1 million. At JW@@ 2014, there were no shares available for réyasee under the stock repurchase
program adopted in the fourth quarter of 2012 calth 867,923 shares are available for repurchaderuihe new repurchase program
announced on July 24, 2014.

Comparison of Operating Results for the Three and 8 months Ended June 30, 2014 and June 30, 2013
General

Net income for the three months ended June 30, R@tdased to $5.1 million, or $0.30 per dilutedreh as compared to net income of 4
million, or $0.29 per diluted share for the cormsging prior year period. Net income for the sixntihs ended June 30, 2014 increased to
$9.8 million, or $0.58 per diluted share, as coragdo net income of $9.4 million, or $0.55 per t#llishare for the corresponding prior year
period. The increases were primarily due to higietrinterest income, a reduction in the provisimnléan losses and higher other income,
partly offset by higher operating expenses. Addaity, earnings per share benefited from a redndticaverage shares outstanding.

Interest Income

Interest income for the three and six months edde@ 30, 2014 was $19.9 million and $39.6 milli@spectively, as compared to $20.2
million and $40.2 million for the corresponding@riyear periods. The yield on interestrning assets declined to 3.67% for both the thne
six months ended June 30, 2014, as compared téoX@%both the three and six months ended Jun@G@IB. Average interest-earning assets
decreased by $18.0 million and $22.2 million, resipely, for the three and six months ended June€8@4, as compared to the same prior
year periods as excess liquidity was allowed t«-off. Despite the two basis point decline, the tiggdd benefited from a shift in the mix of
interest-earning assets as average loans receivegblmcreased $87.8 million and $60.6 milliorsprectively, for the three and six months
ended June 30, 2014, while average interest-easgiagrities decreased $95.8 million and $49.6 onijlrespectively, as compared to the
same prior year periods.

Interest Expense

Interest expense for the three and six months eduleel 30, 2014 was $1.7 million and $3.4 milli@spectively, as compared to $2.6 million
and $5.5 million, respectively, in the correspoigdamior year periods. The cost of interest-bealiglgjlities decreased to 0.39% and 0.38%,
respectively, for the three and six months endee B0, 2014, as compared to 0.56% and 0.59%, risglgcin the same prior year periods.
The decrease was partly due to the prepayments¥.8Inillion of FHLB advances with a weighted awgaost of 2.31% in the fourth
quarter of 2013. Average interest-bearing lialgfitdecreased by $57.5 million and $53.8 milliospeetively, for the three and six months
ended June 30, 2014 primarily due to a declinev@rage interest-bearing deposits of $61.7 milliod $37.8 million, respectively. This
interest-bearing funding was partly replaced bynarease of $43.5 million and $34.6 million, respesly, in average non-interest-bearing
deposits for the three and six months ended Jun2(@@, as compared to the same prior year periods.

Net Interest Income

Net interest income for the three and six montldedrJune 30, 2014 increased to $18.2 million asd2b@iillion, respectively, as compar

to $17.5 million and $34.7 million, respectively,the same prior year periods, reflecting a higtetrinterest margin partly offset by lower
interest-earning assets. The net interest margieased to 3.35% and 3.36%, respectively, forhtheetand six months ended June 30, 2014,
from 3.21% and 3.19%, respectively, in the samerprear periods primarily due to a reduction in ¢bst of average interest-bearing
liabilities.
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Provision for Loan Losses

For the three and six months ended June 30, 2B&4rbvision for loan losses was $275,000 and $8Q5 respectively, as compared to
$800,000 and $1.9 million, respectively, for theresponding prior year periods. The decreasehothree and six months ended June 30,
2014 were primarily due to reductions in net chasffe of $201,000 and $791,000, respectively, anpared to the same prior year periods.
Non-performing loans decreased $4.7 million at June28@4, as compared to December 31, 2013, and Ry§ilion, as compared to

June 30, 2013.

Other Income

For the three and six months ended June 30, 2@idr, mcome increased to $4.8 million and $8.7iomll respectively, as compared to $4.6
million and $7.9 million, respectively, in the samor year periods. For the three and six montited June 30, 2014, wealth management
revenue increased $80,000 and $193,000, respgctasstompared to the same prior year perioddyghre to an increase in assets under
administration to $229.3 million at June 30, 20dehf $175.8 million at June 30, 2013. For the tlaee six months ended June 30, 2014,
and service charges increased $467,000 and $578@Q@ctively, as compared to the same prior yedods primarily due to higher deposit
fees from a revised fee and product structureth@three and six months ended June 30, 2014 ethgaim on the sale of loans amounted to
$219,000 and $351,000, respectively, as compar8@d36,000 and $561,000, respectively, in the samoe year periods. The gain on the sale
of loans for the six months ended June 30, 2013aaasrsely impacted by a provision of $975,000 dddehe reserve for repurchased loans
and loss sharing obligations, as compared to neigiom in the current period. The prior year pramiswas related to loans sold to the FHLB
as part of its Mortgage Partnership Finance prog@empared to prior periods, the gain on sale afi$owas adversely impacted by decreases
in the gain-on-sale margin and reductions in laaold to $10.9 million and $21.2 million, respectxdor the three and six months ended
June 30, 2014, as compared to $32.3 million and1$@8llion, respectively, for the correspondingquryear periods, as increasing longem
interest rates reduced one-to-four family loannafice activity. For both the three and six montided June 30, 2014, the Company
recognized a gain of $348,000 on the sale of eaityrities, as compared to a gain of $42,000drcthresponding prior year periods.

Operating Expenses

Operating expenses amounted to $14.8 million aRd0billion, respectively, for the three and sixnties ended June 30, 2014, as compared
to $13.6 million and $26.2 million, respectively,the same prior year periods. Compensation andogne benefits expense increased $1.1
million and $2.2 million, respectively, for the #& and six months ended June 30, 2014, as comipetteel same prior year periods, primarily
due to personnel additions in revenue producingsar&dditionally, compensation and employee besefipense for the three and six months
ended June 30, 2014 includes $196,000 in non-lieguseverance related expenses due to the Compstngtsgic decision to improve
efficiency in the residential mortgage loan areae Telated personnel reduction is expected to l@aampensation and benefits expense by
$650,000 annually. Marketing expenses increased,$06 and $445,000, respectively, as comparedetedame prior year periods, primarily
due to promotional campaigns to attract retail khmgcaccounts and incent bankcard usage. Theseases were partly offset by reduction
professional fees of $180,000 and $416,000, resedgtfor the three and six months ended Jun€8@4, as compared to the corresponding
prior year periods.

Provision for Income Taxes

The provision for income taxes was $2.8 million &&d3 million, respectively, for the three and signths ended June 30, 2014, as comparec
to $2.8 million and $5.2 million, respectively, fitve same prior year periods. The effective tag veds 35.1% and 35.2%, respectively, foi
three and six months ended June 30, 2014, as cethfmB5.7% and 35.4% in the same prior year psriod

Liquidity and Capital Resources

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

At June 30, 2014 the Company had $85.0 millionutstanding overnight borrowings from the FHLB comguhto $35.0 million outstanding

at December 31, 2013. The Company periodicallyzesl overnight borrowings to fund short-term ligtyicheeds. The Company had total
FHLB borrowings, including the overnight borrowingd $305.0 million and $175.0 million, respectiyeht June 30, 2014 and December 31,
2013.

The Company’s cash needs for the six months enateel 30, 2014 were primarily satisfied by principaiyments on loans and mortgage-
backed securities, proceeds from the sale of mget¢zans held for sale, proceeds from maturitieavestment securities and increased total
borrowings. The cash was principally utilized foah originations, the purchase of investment andgage-backed securities and to fund
deposit outflows. The Company’s cash needs fosithenonths ended June 30, 2013 were primarily fsadi®y principal payments on loans
and mortgage-backed securities, proceeds fromatleeo§ mortgage loans held for sale, proceeds fraturities of investment securities and
short-term borrowings. The cash was principalljizg¢d for loan originations, the purchase of inmestt and mortgage-backed securities and
to fund deposit outflows
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In the normal course of business, the Companynelytienters into various off-balance-sheet commitisieAt June 30, 2014, outstanding
undrawn lines of credit totaled $282.9 million; stainding commitments to originate loans totaledd$4@nillion; and outstanding
commitments to sell loans totaled $15.3 millioneT@ompany expects to have sufficient funds aval&bimeet current commitments arising
in the normal course of business.

Time deposits scheduled to mature in one yearssrifgtaled $122.2 million at June 30, 2014. Bagexh thistorical experience management
estimates that a significant portion of such depasill remain with the Company.

The Company has a detailed contingency funding @l@hcomprehensive reporting of funding trends arathly 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 Company’s common stock repurchase praghares of OceanFirst Financial Corp. common staak be purchased in the open
market and through other privately-negotiated @atisns, from time-to-time, depending on marketditons. The repurchased shares are
held as treasury stock for general corporate paqdsor the six months ended June 30, 2014, thep@woyrepurchased 301,766 shares of
common stock at a total cost of $5.0 million, conagiawith repurchases of 314,961 shares at a c@st.6fmillion for the six months ended
June 30, 2013. At June 30, 2014, there were n@shliamaining to be repurchased under the repurginageam adopted in the fourth quarter
of 2012. On July 24, 2014, the Company announced@dmpletion of its 2012 common stock repurchasgnam and the subsequent
authorization of the Board of Directors to repussap to 5% of the Company’s outstanding commockstar 867,923 shares.

Cash dividends on common stock declared and paidglthe first six months of 2014 were $4.1 milli@s compared to $4.2 million in the
same prior year period. On July 24, 2014, the Bodldirectors declared a quarterly cash dividenthaflve cents ($0.12) per common share.
The dividend is payable on August 15, 2014 to dtotkers of record at the close of business on Agua014.

The primary sources of liquidity specifically awale to OceanFirst Financial Corp., the holding pany of OceanFirst Bank, are capital
distributions from the banking subsidiary and tssuance of preferred and common stock and long-debh In December 2013, as part of its
capital plan, the Company submitted notice to theédfal Reserve Bank of Philadelphia requestinged payment of $16.0 million in
dividends from the Bank to the Holding Company awer next four quarters (including the fourth qeadf 2013). The Federal Reserve did
not object to the payments, although it reserveditiht to revoke the approval at any time if agatind soundness concern arises throughou
the period. For the six months ended June 30, 2b&4Company received a dividend payment of $8I0amifrom the Bank and $4.0 million
remained to be paid over the next quarter. The @myip ability to continue to pay dividends will lz¥gely dependent upon capital
distributions from the Bank, which may be adversdfected by capital constraints imposed by thdieglple regulations. The Company
cannot predict whether the Bank will be permitteder applicable regulations to pay a dividend s@ompany. If the Bank is unable to pay
dividends to the Company, the Company may not llaediquidity necessary to pay a dividend in thiifa or pay a dividend at the same rate
as historically paid, or be able to meet curretut dbligations. At June 30, 2014, OceanFirst Firgr€orp. held $16.3 million in cash and
$7.2 million in investment securities available-tale.

As of June 30, 2014, the Bank exceeded all regylaiapital requirements as follows (in thousands):

Actual Requirec
Amount Ratio Amount Ratio
Tangible $220,58° 9.45% $ 35,00¢ 1.5(%
Tier 1 leverage 220,58° 9.4t 93,35( 4.0C
Tier 1 risk-basec 220,58 14.2; 62,05: 4.0C
Total risk-basec 239,99¢ 15.47 124,10t 8.0C

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

In July 2013 the Federal Deposit Insurance Corpmatnd the other federal bank regulatory agerisgged a final rule that will revise their
leverage and risk-based capital requirements anchéithod for calculating risk-weighted assets t&aerthem consistent with agreements that
were reached by the Basel Committee on Banking 18igien and certain provisions of the Dodd-Frank.A&mong other things, the rule
establishes a new common equity Tier 1 minimumtahpquirement (4.5% of risk-weighted assets),dases the minimum Tier 1 capital to
risk-based assets requirement (from 4% to 6% kfwisighted assets) and assigns a higher risk wélditt%) to exposures that are more than
90 days past due or are on non-accrual statusoacettain commercial real estate facilities thaafice the acquisition, development or
construction of real
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property. The final rule also requires unrealizathg and losses on certain “available-for-salelisées holdings to be included for purposes
of calculating regulatory capital unless a one-topeout is exercised. Additional constraints o be imposed on the inclusion in
regulatory capital of mortgage-servicing assetferded tax assets and minority interests. Thelmiliés a banking organization’s capital
distributions and certain discretionary bonus paysé the banking organization does not hold aftzd conservation buffer” consisting of
2.5% of common equity Tier 1 capital to risk-weigthtassets in addition to the amount necessary &b itseninimum risk-based capital
requirements. The final rule becomes effectivettierBank on January 1, 2015. The capital consenvdtiiffer requirement will be phased in
beginning January 1, 2016 and ending January 19,2@en the full capital conservation buffer requoient will be effective.

At June 30, 2014, the Company maintained tangiaeroon equity of $215.8 million, for a tangible commequity to assets ratio of 9.27%.

Off-Balance-Sheet Arrangements and Contractual Obgations

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

to help manage credit, interest rate and liquidstlik or to optimize capital. Customer transactians used to manage customers’ requests for
funding. These financial instruments and commitreémtlude undrawn lines of credit and commitmeatextend credit. The Company also
has outstanding commitments to sell loans amoundrgi5.3 million.

The following table shows the contractual obligai@f the Company by expected payment period dared 30, 2014 (in thousands):

More that
Less than
Contractual Obligatic Total one yeal 1-3 years 3-5 years 5 years
Debt Obligations $394,84: $197,34: $35,00C $140,00( $22,50(
Commitments to Fund Undrawn Lines of Cre 282,91! 282,91! — — —
Commitments to Originate Loal 100,74: 100,74: — — —

Commitments to fund undrawn lines of credit and sotments to originate loans are agreements toerdcustomer as long as there is no
violation of any condition established in the cawtr Commitments generally have fixed expiratiotedar other termination clauses and may
require payment of a fee. Since some of the comemtmare expected to expire without being drawmugee total commitment amounts do
not necessarily represent future cash requirem&htsCompany’s exposure to credit risk is represibi the contractual amount of the
instruments.

Non-Performing Assets

The following table sets forth information regamglithe Company’s non-performing assets consistimgpafperforming loans and other real
estate owned. It is the policy of the Company tseeaccruing interest on loans 90 days or moredo@sor in the process of foreclosure.

December 3:
June 30
2014 2013
(dollars in thousand:
Non-performing loans

Real estat— one-to-four family $25,31: $ 28,21
Commercial real esta 12,09 12,30
Consume 3,12¢ 4,32¢
Commercial and industrii 164 51E
Total nor-performing loan: 40,69¢ 45,36(
Other real estate ownt 4,96¢ 4,34t
Total nor-performing assel $45,66" $ 49,70¢
Delinquent loans -89 days $ 8,92¢ $ 9,14
Allowance for loan losses as a percent of totahso@@ceivabl 1.2€% 1.3%%
Allowance for loan losses as a percent of tota-performing loan: 51.4¢ 46.1¢
Non-performing loans as a percent of total loans redde 2.44 2.8¢
Non-performing assets as a percent of total a: 1.9¢ 2.21

Included in the non-performing loan total at Jufe 2014 was $7.0 million of troubled debt restruetlloans, as compared to $9.7 million of
troubled debt restructured loans at December 313.28on-performing loans are concentrated in orft0 family loans, which comprise
62.2% of the total at June 30, 2014. At June 3Q42the
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average weighted loan-to-value ratio of non-perfogrone-to-four family loans, after any related eaoffs, was 73% using recently
updated appraisal values. Appraisals are updatesllfoon-performing residential loans secured ¢gl estate and subsequently updated
annually if the loan remains delinquent. The Conyfmnon-performing loans remain at elevated levels partly tb the protracted foreclosi
process in the State of New Jersey. This procdagsithe Company’s ability to resolve non-perforgiioans through the sale of the
underlying collateral.

The largest non-performing loan relationship cassié two commercial real estate loans to a hgtf, and banquet facility for $6.5 million,
criticized due to delinquent payments, continuaks and covenant violations. The most recent ippralues the real estate collateral,
which is currently marketed for sale, at $7.4 roilli net of past due real estate taxes.

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

December 3:
June 30
2014 2013
Loans and other assets excluding investment s
Special Mentior $ 9,14 $ 5,84
Substandar 63,61¢ 66,24¢
Doubtful — 85¢

The largest Special Mention loan at June 30, 26 444.6 million commercial real estate loan tingle borrower operating several
fitness/health club facilities. The borrower hdsdiChapter XI bankruptcy relating to another barikgal proceedings on an unrelated
property. The borrower is current as to paymentsthaa loan is well collateralized. The largest Sabdard loan relationship consists of the
two non-performing commercial real estate loanstinaad above.

Critical Accounting Policies

Note 1 to the Compar's Audited Consolidated Financial Statements ferytbar ended December 31, 2013 included in the @oypAnnua
Report on Form 10-K for the year ended DecembeR@13 (the “2013 Form 10-K”), as supplemented by teport, contains a summary of
significant accounting policies. Various elemerftthese accounting policies, by their nature, aheerently subject to estimation techniques,
valuation assumptions and other subjective assedsni@ertain assets are carried in the consolidsitgdments of financial condition at fair
value or the lower of cost or fair value. Policigith respect to the methodologies used to deterthi@allowance for loan losses, the reserve
for repurchased loans and loss sharing obligati@amgd the valuation of Mortgage Servicing Rights priiyments regarding securities
impairment are the most critical accounting podiecause they are important to the presentatitired€ompany’s financial condition and
results of operations. These judgments and polioiesve a higher degree of complexity and requignagement to make difficult and
subjective judgments which often require assumptmmestimates about highly uncertain matters. tgeeof different judgments, assumpti
and estimates could result in material differenndbe results of operations or financial conditidhese critical accounting policies and their
application are reviewed periodically and, at leastually, with the Audit Committee of the Boardnfectors.

Private Securities Litigation Reform Act Safe Harba Statement

In addition to historical information, this quattereport contains certain forward-looking statemsamithin the meaning of the Private
Securities Reform Act of 1995 which are based ataoeassumptions and describe future plans, giiegeand expectations of the Company.
These forward-looking statements are generallytified by use of the words “believe,” “expect,” tand,” “anticipate,” “estimate,” “project,”
“will,” “should,” “may,” “view,” “opportunity,” “po tential,” or similar expressions or expressionsaifidence. The Company’s ability to
predict results or the actual effect of future glan strategies is inherently uncertain. Factorefwbould have a material adverse effect on the
operations of the Company and its subsidiariesid®| but are not limited to, changes in interestsiageneral economic conditions, levels of
unemployment in the Bank’s lending area, real estarket values in the Bank’s lending area, fuhatiral disasters and increases to flood
insurance premiums, the level of prepayments omsl@ad mortgage-backed securities, legislativelagéory changes, monetary and fiscal
policies of the U.S. Government including policé#ghe U.S. Treasury and the Board of Governothefrederal Reserve System, the quality
or composition of the loan or investment portfolidemand for loan products, deposit flows, comjeetitdemand for financial services in the
Company’s market area and accounting principlesgadkelines. These risks and uncertainties arbdurdiscussed in the Company’s Annual
Report on Form 10-K for the year ended DecembeRB13 and subsequent securities filings and sHoeilcbnsidered in evaluating forward-
looking statements and undue reliance should nptdmed on such statements. The Company does dettake, and specifically disclaims
any obligation, to publicly release the result oy aevisions which may be made to any forward-lagkstatements to reflect events or
circumstances after the date of such statementsreflect the occurrence of anticipated or undpdied events. Further description of the
risks and uncertainties to the business are indlié&em 1, Business, and Item 1A, Risk Factofshe Company’s 2013 Form 10-K and

Item 1A, Risk Factors, of this 10-Q.
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ltem 3. Quantitative and Qualitative Disclosures Alout Market Risk

The Company’s interest rate sensitivity is monitbiferough the use of an interest rate risk (“IRR9del. The following table sets forth the
amounts of interest-earning assets and interesidgdéabilities outstanding at June 30, 2014, vilhicere anticipated by the Company, based
upon certain assumptions, to reprice or maturaah ®f the future time periods shown.

At June 30, 2014, the Company’s one-year gap waative 5.0% as compared to negative 10.8% at Deeefiih 2013. The change from
December 31, 2013 was primarily due to the termresibn of new and existing FHLB Advances.

More than More than More than
3 Months 3 Months tc 1 Yearto 3 Years to More than
At June 30, 201 or Less 1 Year 3 Years 5 Years 5 Years Total
(dollars in thousand:
Interes-earning assets: (.
Interest-earning deposits and short-term
investments $ 1,75¢ $ — $ — $ — $ — $ 1,75:
Investment securitie 71,35¢ 35,63 69,64 6,37¢ 7,58 190,59:
Mortgage-backed securitie 44,92 34,66 84,77¢ 74,68: 92,721 331,76¢
FHLB stock — — — — 20,24¢ 20,24¢
Loans receivable (z 288,63 341,13. 421,13. 295,66 304,03 1,650,59:
Total interes-earning asse! 406,66 411,43l 575,55! 376,72. 424,58( 2,194,95.
Interes-bearing liabilities:
Money market deposit accoutr 18,71¢ 10,65¢ 23,574 17,93¢ 36,48: 107,36!
Savings account 64,40¢ 25,15: 49,97t 37,86 117,73t 295,13:
Interes-bearing checking accour 406,28 56,22: 105,61« 86,18( 162,78( 817,08!
Time deposit: 44,88 77,30: 52,45( 37,38 2,702 214,71¢
FHLB advance! 115,94: 22,84¢ 37,78¢ 128,42: — 305,00(
Securities sold under agreements to repurchase
and other borrowing 84,84 — 5,00( — — 89,84
Total interes-bearing liabilities 735,07 192,17¢ 274,40: 307,78 319,70: 1,829,14.
Interest sensitivity gap (- $(328,40) $ 219,25! $301,15.  $ 68,93t  $104,87¢ $ 365,81
Cumulative interest sensitivity gi $(328,40) $(109,15¢) $191,99¢  $260,930  $365,81: $ 365,81:
Cumulative interest sensitivity gap as a percent of
total interes-earning asse! (14.96% (4.90% 8.75% 11.8¢% 16.61% 16.61%

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

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

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

Additionally, the table below sets forth the Comyiarexposure to interest rate risk as measurethéyghange in economic value of equity
(“EVE”") and net interest income under varying rsi@cks as of June 30, 2014 and December 31, 20W3ethods used to measure interest
rate sensitivity involve the use of assumptionsicivimay tend to oversimplify the manner in whichuat yields and costs respond to changes
in market interest rates. The Company'’s interdst sansitivity should be reviewed in conjunctiorthithe financial statements and notes
thereto contained in the 2013 Form 10-K.

June 30, 201 December 31, 201

Economic Value of Equit Net Interest Incom Economic Value of Equit Net Interest Incom
Change in Interest Rates in EVE EVE
Basis Points (Rate Shoc Amoun % Chang Ratic Amouni % Chang Amouni % Chang Ratic Amouni % Chang
(dollars in thousand:
300 $ 251,35,  (12.9% 11.5% $63,79¢ (8.9% $ 249,03 (15.9% 11.6% $58,52.  (14.0%
200 266,94! (7.0 11.¢  66,56¢ (4.9 267,31t (9.2) 124  62,55¢ (8.7)
100 280,24( (24 12z  68,45¢ (2.2) 282,63: (4.00 12.¢ 65,69 (4.2)
Static 287,01 — 12.2 70,02¢ — 294,38 — 13.C 68,55« —
(100) 285,54 (0.5 11.¢ 67,46 (3.9 299,48: 1.7 12¢  66,48; (3.0

Item 4. Controls and Procedures

The Company’s management, including the Company'gipal executive officer and principal financficer, have evaluated the
effectiveness of the Company’s “disclosure contesld procedures,” as such term is defined in RB#& 15(e) and 15d-15(e) promulgated
under the Securities Exchange Act of 1934, as aptr(the” Exchange A¢"). Based upon their evaluation, the principal exeeutifficer anc



principal financial officer concluded that, as bétend of the period covered by this report, then@any’s disclosure controls and procedures
were effective. Disclosure controls and procedaresthe controls and other procedures that argmedito ensure that the information
required to be disclosed in the reports that the@my files or submits under the Exchange Act withSecurities and Exchange Commis
(“SEC™) (2) is recorded, processed, summarizedrapdrted within the time periods specified in tHeCS rules and forms, and (2) is
accumulated and communicated to the Company’s neameugt, including its principal executive and prpadifinancial officers, as
appropriate to allow timely decisions regardinguiegd disclosure. In addition, based on that ev@nathere were no changes in the
Company’s internal control over financial reportihgring the quarter ended June 30, 2014 that haterrally affected, or are reasonably
likely to materially affect, the Company’s interrcantrol over financial reporting.

9
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OceanFirst Financial Corp.
Consolidated Statements of Financial Condition
(dollars in thousands, except per share amounts)

Assets

Cash and due from ban

Securities availab-for-sale, at estimated fair vall

Securities held-to-maturity, net (estimated faiueaof $485,124 at June 30, 2014 and $495,082 at
December 31, 201!

Federal Home Loan Bank of New York stock, at (

Loans receivable, ni

Mortgage loans held for sa

Interest and dividends receival

Other real estate ownt

Premises and equipment, |

Servicing asse

Bank Owned Life Insuranc

Deferred tax assi

Other asset

Total asset

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

Stockholder' equity:

Preferred stock, $.01 par value, $1,000 liquidagoeference, 5,000,000 shares authorized, no share:

issuec

Common stock, $.01 par value, 55,000,000 sharé®eaneéd, 33,566,772 shares issued and 17,144,693

and 17,387,049 shares outstanding at June 30,&td ®ecember 31, 2013, respectiv

Additional paic¢in capital
Retained earning
Accumulated other comprehensive |i
Less: Unallocated common stock held by EmployeelkS@wnership Pla

Treasury stock, 16,422,079 and 16,179,723 sharhmat30, 2014 and December 31, 2013,

respectively

Common stock acquired by Deferred Compensation
Deferred Compensation Plan Liabil

Total stockholder equity

Total liabilities and stockholde’ equity

See accompanying Notes to Unaudited ConsolidateahEial Statements.
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December 3:
June 30,
2014 2013
(Unaudited)
$ 43,81° $ 33,95¢
32,30: 43,83¢
478,38¢ 495,59¢
20,24¢ 14,51¢
1,631,81 1,541,46
1,29t 78t
5,317 5,38(
4,96¢ 4,34¢
24,43( 23,68«
3,77z 4,17¢
55,28¢ 54,57:
15,417 15,23¢
12,08: 12,15¢
$2,329,14. $2,249,71
$1,705,51! $1,746,76.
62,34 68,30
305,00( 175,00(
27,50( 27,50(
6,89¢ 6,471
6,05: 11,32
2,113,30i 2,035,36
33€ 33¢€
264,59 263,31¢
211,81¢ 206,20:
(6,902 (6,619
(3,45¢) (3,616
(250,546 (245,27)
(315) (66E)
31t 66%
215,84 214,35(
$2,329,14  $2,249,71
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OceanFirst Financial Corp.
CONSOLIDATED STATEMENTS OF INCOME
(in thousands, except per share amounts)

Interest income
Loans
Mortgagebacked securitie
Investment securities and ott
Total interest incom

Interest expenst
Deposits
Borrowed fund:
Total interest expens
Net interest incom
Provision for loan losse
Net interest income after provision for loan los
Other income
Bankcard services reven
Wealth management reven
Fees and service char¢
Loan servicing incom
Net gain on sales of investment securities ava-for-sale
Net gain on sales of loans availe-for-sale
Net (loss) gain from other real estate operat
Income from Bank Owned Life Insuran
Other
Total other incom
Operating expense
Compensation and employee bene
Occupancy
Equipment
Marketing
Federal deposit insuran
Data processin
Check card processir
Professional fee
Other operating expen:

Total operating expens

Income before provision for income tay
Provision for income taxe

Net income
Basic earnings per she
Diluted earnings per sha
Average basic shares outstand
Average diluted shares outstand

See accompanying Notes to Unaudited ConsolidateahEial Statements.

For the three months
ended June 3(

For the six months
ended June 3!

2014 2013 2014 2013
(unaudited (unaudited’
$17,53( $17,42¢ $34,77¢  $35,09:

1,731 2,02¢ 3,49¢ 3,67¢

637 707 1,37: 1,44
19,89¢ 20,16 39,64 40,21
98¢ 1,17¢ 2,08z 2,501
758 1,44z 1,337 2,97¢
1,73¢ 2,617 3,41¢ 5,48(
18,15¢ 17,54« 36,22¢ 34,73
27¢ 80C 80t 1,90(
17,88« 16,74« 35,41¢ 32,83
897 921 1,68¢ 1,731
60¢ 52¢ 1,14¢ 95¢E
2,27¢ 1,811 4,13¢ 3,55¢
22¢ 172 454 32¢
34¢ 42 34¢ 42
21¢ 73t 351 561
(107) 74 (139 77
371 33z 71t 647

1 2 2 18
4,84 4,617 8,70z 7,91%
8,131 7,03¢ 15,81¢ 13,61:
1,36¢ 1,37¢ 2,82¢ 2,73¢
76¢ 69C 1,52¢ 1,32¢
61C 447 1,14z 697
53¢ 53¢ 1,08: 1,06(
987 962 2,057 1,93¢
494 428 94( 834
522 703 89¢ 1,31¢
1,432 1,424 2,67¢ 2,63(
14,84" 13,60( 28,96 26,15¢
7,88¢ 7,761  1515¢ 14,59
2,767 2,774 5,33( 5,17(
$5117 $4,987 $982¢ $ 942
$ 031 $ 02¢ $ 058 $ 0.5t
$ 03C $ 02¢ $ 058 $ 0.5t
16,74( 17,10¢ 16,81: 17,19
16,82: 17,14« 16,94¢ 17,23:
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OceanFirst Financial Corp.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LO SS)
(in thousands)

For the three months
ended June 3(

For the six months
ended June 3(

2014 2013 2014 2013
(unaudited (unaudited
Net income $5,117 $4,987 $9,82¢ $9,42
Other comprehensive incorr
Unrealized loss on securities (net of tax bendf#209 and $286 in 2014 and $3,900 and
$3,361 in 2013 (305)  (5,64¢ (4149  (4,86¢€)
Accretion of unrealized loss on securities recfassito held-to-maturity (net of tax expense
of $125 and $233 in 201 181 — 337 —
Reclassification adjustment for gains includedéhincome (net of tax expense of $142 i
2014 and $17 in 201« (20¢) (25) (20¢6) (25)
Total comprehensive income (lo: $4,78¢ $ (684 $9,541 $4,53:

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

Net income

Other comprehensive income, n
of tax

Stock award:

Treasury stock allocated
restricted stock pla

Purchased 314,961 shares
common stocl

Allocation of ESOP stoc

Cash dividend $0.24 per sh

Exercise of stock optior

Purchase of stock for the defer
compensation pla

Balance at June 30, 20

Balance at December 31, 2C

Net income

Other comprehensive income, |
of tax

Tax benefit of stock plar

Stock award:

Treasury stock allocated to
restricted stock pla

Purchased 301,766 shares
common stocl

Allocation of ESOP stoc

Cash dividend $0.24 per sh

Exercise of stock optior

Sale of stock for the deferr
compensation pla

Balance at June 30, 20

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€ $262,70: $198,10¢ $ 49 $ (3,909 $(237,50) $ (647 $ 647 $219,79:
— — — 9,42¢ — — — — — 9,42¢
— — — — (4,89)) — — — — (4,89))
— — 32¢ — — — — — — 32¢
— — (259 4 — — 25E — — —
— — — — — — (4,517 — — (4,517
— — 98 — — 144 — — — 24z
— — — (4,157 — — — — — (4,157
— — — (6) — — 52 — — 46
— — — — — — — 9) 9 —
$ — $ 33 $262,87. $203,38( $ (4842 $ (3,760 $(241,70) $ (6560 $ 65€ $216,27¢
$ — $ 33¢ $26331¢ $206,20. $ (6,619 $ (3,616 $(245.27) $ (665 $ 665 $214,35(
— — — 9,82¢ — — — — — 9,82¢
— — — — (283 — — — — (28¢
— — 5C — — — — — — 50
— — 42¢ — — — — — — 42¢
— — 661 97) — — (564) — — —
— — — — — — (5,020 — — (5,020)
— — 132 — — 15€ — — — 291
— — — (4,068) — — — — — (4,06t
— — — (44) — — 30¢ — — 26t
— — — — — — — 35C (350 —
$ — $ 33€ $ 26459 $211,81¢ $ (6,902 $ (3,459 $(250,54H) $ (315 $ 315 $215,84:

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¢
Increase in value of Bank Owned Life Insura
Decrease (increase) in interest and dividendsvalbks
Increase in other ass¢
Decrease in other liabilitie
Total adjustment
Net cash provided by operating activit
Cash flows from investing activitie
Net (increase) decrease in loans receiv
Purchase of loans receival
Purchase of investment securities avail-for-sale
Purchase of mortga-backed securities availal-for-sale
Purchase of mortga-backed securities he-to-maturity
Purchase of investment securities Fto-maturity
Proceeds from maturities of investment securitigslable-for-sale
Proceeds from the sale of investment securitiedadle-for-sale
Proceeds from maturities of investment securitide-to-maturity
Principal repayments on mortgi-backed securities availa-for-sale
Principal repayments on mortgi-backed securities he-to-maturity
Increase in Federal Home Loan Bank of New Yorkls
Proceeds from sales of other real estate ov
Purchases of premises and equipn

Net cash used in investing activiti

14

For the six months
ended June 3(

2014 2013
(Unaudited)
$ 9,82¢ $ 9,42¢
1,41z 1,40¢
291 24z
42¢ 32¢
594 752
1,472 1,91
35 301
80t 1,90(
— 97t
(44) (157)
(34¢) 42
(35)) (1,53¢)
21,36¢ 69,06°
(21,715 (64,229
(7iE (647)
63 (339
93 884
(5,277 (177)
(1,882 10,65:
7,942 20,07¢
(72,379 13,82
(20,574 —
(657) (27,089
— (127,58))
(10,139 —
(5,009 —
10,00¢( —
1,402 603
4,35( 13,17¢
— 58,87
27,17¢ —
(5,729 (1,829)
1,17: 1,44:
(2,159 (2,197)
(72,527) (70,777)
Continuet
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OceanFirst Financial Corp.
Consolidated Statements of Cash Flows (Continued)
(dollars in thousands)

Cash flows from financing activitie

Decrease in deposi
(Decrease) increase in st-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 benefit of stock plar

Net cash provided by financing activiti

Net increase (decrease) in cash and due from t

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

Supplemental Disclosure of Cash Flow Informati
Cash paid during the period fc
Interest
Income taxe:
Nor-cash activities
Loans charge-off, net
Transfer of loans receivable to other real estatecal

See accompanying Notes to Unaudited ConsolidateahEial Statements.
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For the six months
ended June 3l

2014 2013
(Unaudited)
$(41,25)  $(15,92Y
(5,96%) 90,65(
190,00( 10,00(
(60,000 (46,000

42t 421
26E 46
(5,020 (4,512)
(4,065 (4,15))
50 —
74,43¢ 30,52¢
9,85¢ (20,167
33,95¢ 62,54«
$ 43,817 $42,37
$ 3,22¢ $ 5,52¢
6,601 5,461
79¢ 1,59(
1,752 1,49¢
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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, OceanFirBiRHoldings, Inc., OceanFirst
Services, LLC, 975 Holdings, LLC and Columbia Hoboans, LLC (“Columbia”). The operations of Columbvare shuttered in 2007 and
the company is now in dissolution.

The interim consolidated financial statements gfédl normal and recurring adjustments which arghe opinion of management, conside
necessary for a fair presentation of the finanoiaddition and results of operations for the peripasented. The results of operations for the
three and six months ended June 30, 2014 are nessarily indicative of the results of operatidmet tmay be expected for all of 2014. In
preparing the consolidated financial statementsiagament is required to make estimates and assumgtiat affect the reported amounts of
assets and liabilities as of the date of the statesnof financial condition and the results of gpiens for the period. Actual results could
differ from these estimates.

Certain information and note disclosures normaigiided 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 stateméatsld be read in conjunction with the audited cdidated financial statements and notes
thereto included in the Company’s Annual Repo$tiockholders on Form 10-K for the year ended Deezr8h, 2013.

Note 2. Earnings per Share

The following reconciles shares outstanding folidaad diluted earnings per share for the threesenchonths ended June 30, 2014 and .
(in thousands):

Three months ende Six months ende
June 30 June 30
2014 2013 2014 2013
Weighted average shares issued net of Treasurgshar 17,25¢ 17,64¢ 17,321 17,74(
Less: Unallocated ESOP sha (41¢€) (450 (420 (45%)
Unallocated incentive award shares and sharesiyedéferred
compensation pla (102) (94) (95) (92)
Average basic shares outstand 16,74( 17,10¢ 16,81: 17,19
Add: Effect of dilutive securities
Stock options 61 — 10¢ —
Shares held by deferred compensation 21 39 25 39
Average diluted shares outstand 16,82: 17,14« 16,94¢ 17,23

For the three months ended June 30, 2014 and a6fidilutive stock options of 914,000 and 1,149,0@8pectively, were excluded from
earnings per share calculations. For the six masrided June 30, 2014 and 2013, antidilutive stptions of 756,000 and 1,129,000,
respectively, were excluded from earnings per sbaleulations.
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Note 3. Securities

The amortized cost and estimated fair value of isééesi available-for-sale and held-toaturity at June 30, 2014 and December 31, 2013s
follows (in thousands):

At June 30, 201

Gross Gross
Unrealizet Unrealizec Estimated
Amortized Fair
Cost Gains Losses Value
Available-for-sale:
Investment securitie:
U.S. agency obligatior $2504 $ 49 & — $ 25,09¢
Equity investment 6,35¢ 87¢ (22) 7,20¢
Total investment securities availa-for-sale $31,40C $ 924 $ (21) $ 32,30
Held-to-maturity:
Investment securitie:
U.S. agency obligatior $8690( $ 181 $ (57) ¢ 87,02
State and municipal obligatiol 17,29: 55 (8) 17,34(
Corporate debt securitii 55,00( — (7,910 47,09(
Total investment securitie 159,19: 23€ (7,979 151,45¢
Mortgage-backed securities
FHLMC 143,49¢ 607 (2,219 141,88
FNMA 187,59¢ 5,13¢ (1,75¢) 190,97:
GNMA 67€ 13t — 811
Total mortgag-backed securitie 331,76¢ 5,87¢ (3,976 333,67(
Total hele-to-maturity $490,96. $ 6,114 $(11,95) $485,12«
Total securitie: $522,36. $ 7,03¢ $(11,97) $517,42°
At December 31, 201
Gross Gross
Unrealizet Unrealizec Estimatec
Amortized Fair
Cost Gains Losses Value
Available-for-sale:
Investment securitie:
U.S. agency obligatior $3512¢ $ 161 $ — $ 35,28¢
Equity investment 6,751 1,79( — 8,54
Total investment securities availa-for-sale $4188 $ 1951 $§ — $ 43,83¢
Held-to-maturity:
Investment securitie:
U.S. agency obligatior $8240¢ $ 155 $ (144 ¢ 82,41t
State and municipal obligatiol 21,78¢ 36 (35) 21,78¢
Corporate debt securiti 55,00( — (10,750 44,25(
Total investment securitie 159,19( 18¢ (10,929 148,45(
Mortgage-backed securitie:
FHLMC 148,75¢ 447 (4,5572) 144,65:
FNMA 200,07( 4,65¢ (3,607) 201,12:
GNMA 721 13t — 85€
Total mortgag-backed securitie 349,55( 5,241 (8,159 346,63:
Total hele-to-maturity $508,74( $ 543( $(19,08f) $495,08:
Total securitie: $550,62! $ 7,381 $(19,08f) $538,91¢
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During the third quarter 2013 the Bank transfe®8686.0 million of previously-designated availabte-fale securities to a

held-to-maturity designation at estimated fair eallihe securities transferred had an unrealizetbastof $13.3 million at the time of transfer
which continues to be reflected in accumulated rotbenprehensive loss on the consolidated balareet shet of subsequent amortization,
which is being recognized over the life of the s#ims. The carrying value of the held-to-matuiityestment securities at June 30, 2014 is as
follows (in thousands):

Amortized cos $490,96:
Net loss on date of transfer from availe-for-sale (13,347
Amortization of net unrealized lo: 77¢
Carrying value $478,38!

Net realized gains on the sale of securities fah bloe three and six months ended June 30, 2012@t®Iwere $348,000 and $42,0
respectively.

The amortized cost and estimated fair value ofstment securities, excluding equity investmentduate 30, 2014 by contractual maturity,
are shown below (in thousands). Actual maturitidsdiffer from contractual maturities because issimay have the right to call or prepay
obligations with or without call or prepayment phies. At June 30, 2014, corporate debt secuntiiéds an amortized cost and estimated fair
value of $55.0 million and $47.1 million, respeetiy, were callable prior to the maturity date.

Amortized Estimated
June 30, 201 Cost Fair Value
Less than one year $ 51,99( $ 52,10¢
Due after one year through five ye. 76,02: 76,12¢
Due after five years through ten ye 1,22 1,22¢
Due after ten yeal 55,00( 47,09(

$184,23 $176,54¢

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

The estimated fair value and unrealized loss dfisies available-for-sale and held-to-maturityJahe 30, 2014 and December 31, 2013,
segregated by the duration of the unrealized krgsas follows (in thousands):

At June 30, 201

Less than 12 montt 12 months or longe Total
Estimate:
Estimated Unrealize: Unrealize: Estimated Unrealize(
Fair Fair Fair
Value Losses Value Losses Value Losses

Available-for-sale:
Investment securitie:
Equity investment $ 103 $ (21) $ — $ — $ 103 $ (2))
Held-to-maturity:
Investment securitie:

U.S. agency obligatior $ — $ — $20,44¢ $ (57 $2044¢ $ (57

State and municipal obligatiol 1,03 @ 2,047 @) 3,08¢ 8

Corporate debt securitii — — 47,09( (7,910 47,09( (7,910

Total investment securitie 1,03 (1) 69,58: (7,979 70,62( (7,97%)
Mortgage-backed securities

FHLMC 104,59: (2,21¢) — — 104,59: (2,21¢)

FNMA 69,65¢ (1,75¢%) — — 69,65¢ (1,75%)

Total mortgag-backed securitie 174,24 (3,97¢€) — — 174,24 (3,97¢€)

Total hele-to-maturity $175,28: $ (3,977) $69,58! $ (7,979 $244,86° $(11,95)

Total securitie: $176,31¢ $ (3,99¢) $69,58! $ (7,979 $245,89¢ $(11,979)
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At December 31, 201

Less than 12 montt 12 months or longe Total
Estimatel
Estimatec Unrealizet Unrealize Estimatec Unrealizec
Fair Fair Fair
Value Losses Value Losses Value Losses
Held-to-maturity:
Investment securitie:
U.S. agency obligatior $3574 $ (149 $ — % $3574 $ (149

State and municipal obligatiol 3,52¢ (32) 1,15z 4) 4,67¢ (35
Corporate debt securiti — — 44,25( (10,750 44,25( (20,750
Total investment securitie 39,27: (175)  45,40: (10,759 84,67¢ (10,929
Mortgagebacked securitie:

FHLMC 122,36! (4,552 — — 122,36! (4,559
FNMA 84,46’ (3,609) — — 84,46 (3,609)
Total mortgag-backed securitie 206,83. (8,159 — — 206,83. (8,159

Total hele-to-maturity $246,10! $ (8,334 $45,407 $(10,759) $291,50¢ $(19,08¢)

At June 30, 2014, the amortized cost, estimated/&iie and credit rating of the individual corperdebt securities in an unrealized loss
position for greater than one year are as follawshousands):

Amortizec Estimatec

Credit Ratinc
Security Descriptio Cost Fair Value Moody' s/S&F
BankAmerica Capital $15,00( $12,75( Bal/BB+
Chase Capite 10,00¢( 8,74( Baa2/BBB
Wells Fargo Capite 5,00( 4,30( A3/A-
Huntington Capita 5,00( 4,17¢ Baa3/BB+
Keycorp Capita 5,00( 4,25( Baa3/BBE-
PNC Capita 5,00( 4,30( Baa2/BBB
State Street Capit: 5,00( 4,30( A3/BBB+
SunTrust Capite 5,00( 4,27¢ Baa3/BB+

$55,00( $47,09(

At June 30, 2014, the estimated fair value of eagporate debt security was below cost. However gdtimated fair value of the corporate
debt securities increased as compared to Decemb@033. The corporate debt securities are issyadHer financial institutions with credit
ratings ranging from a high of A3 to a low of Badlrated by one of the internationally-recognizeztlirrating services. These floating-rate
securities were purchased in 1998 and have paigacointerest continuously since issuance. Floatitg-debt securities such as these pay a
fixed interest rate spread over 90-day LIBOR. Raiitg the purchase of these securities, the requsipeelad 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 June 30, 2014. In conclgdimat the impairments were only temporary, the Gamy considered several factors in its
analysis. The Company noted that each issuer mbithe @ontractually due payments when requireder&€twere no defaults on principal or
interest payments and no interest payments weggreef All of the financial institutions are alsonsidered well-capitalized. Credit spreads
have decreased for these types of securities arkkinaices have improved. Based on managemenalysia of each individual security, the
issuers appear to have the ability to meet debicgerequirements over the life of the securityrtRermore, the Company does not have the
intent to sell these securities and it is morelyikkan not that the Company will not be requiredeéll the securities. The Company has held
the securities continuously since 1998 and expeatsceive its full principal at maturity in 2028 rior if called by the issuer. The Company
has historically not actively sold investment s&@s and has not utilized the securities portfalgoa source of liquidity. The Company’s long
range liquidity plans indicate adequate sourcdmjoidity outside 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 internationallgaognized credit rating services. The Company densithe unrealized losses to be the
result of changes in interest rates which over tiare have both a positive and negative impact eretimated fair value of the mortgage-
backed securities. The Company does not intendlkthese securities and it is more likely than thet the Company will not be required to
sell the securities before recovery of their anzedicost. As a result, the Company concluded tieeet securities were only temporarily
impaired at June 30, 2014.
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Note 4. Loans Receivable, Net

Loans receivable, net at June 30, 2014 and Dece®ih@013 consisted of the following (in thousands)

December 3:
June 30
2014 2013

Real estate
One-to-four family $ 765,46t $ 750,58!
Commercial real estate, multi family and le 577,06 528,94!
Residential constructic 46,09: 30,82:
Consume 201,83¢ 200,68:
Commercial and industrii 75,21t 60,54!
Total loans 1,665,67. 1,571,57
Loans in proces (16,379 (12,719
Deferred origination costs, n 3,45¢ 3,52¢
Allowance for loan losse (20,936) (20,930)
Loans receivable, ni $1,631,81! $1,541,46!

At June 30, 2014 and December 31, 2013, loansiatmount of $40,699,000 and $45,360,000, respégtiwere three or more months
delinquent or in the process of foreclosure anddbmpany was not accruing interest income on tlegses. There were no loans ninety days
or greater past due and still accruing interesh-Bocrual loans include both smaller balance homoge loans that are collectively evaluated
for impairment and individually classified impairkxhns.

The Company defines an impaired loan as all nonsatcommercial real estate, multi-family, landnstruction and commercial loans in
excess of $250,000. Impaired loans also includmalis modified as troubled debt restructuringsJuste 30, 2014, the impaired loan
portfolio totaled $42,382,000 for which there waspacific allocation in the allowance for loan les®f $4,069,000. At December 31, 2013,
the impaired loan portfolio totaled $39,903,000vdrich there was a specific allocation in the abmwe for loan losses of $3,647,000. The
average balance of impaired loans for the threesanthonths ended June 30, 2014 was $42,835,0084%d02,000, respectively, and
$37,549,000 and $38,228,000, respectively, fostme prior year periods.

An analysis of the allowance for loan losses ferttiree and six months ended June 30, 2014 andi2@sJollows (in thousands):

Three months ended Six months ended
June 30 June 30

2014 2013 2014 2013
Balance at beginning of period $20,93¢ $20,49¢ $20,93( $20,51(
Provision charged to operatio 27¢ 80C 80¢ 1,90(
Chargeoffs (419 (93¢) (1,159 (2,299)
Recoveries 14¢€ 464 35¢ 70¢
Balance at end of peric $20,93¢ $20,82( $20,93¢ $20,82(
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The following table presents an analysis of thevedince for loan losses for the three and six moaited June 30, 2014 and 2013 and the
balance in the allowance for loan loses and therdsd investment in loans by portfolio segment baskd on impairment method as of
June 30, 2014 and December 31, 2013 (in thousands):

Residentie Commercice

Commercial
Real Estal Real Estat Cconsume and Industri¢ Unallocate Total
For the three months ended June 30, :
Allowance for loan losse!
Balance at beginning of peri $ 4290 $ 1141 $136¢ $ 1,04 $ 2,81¢ $20,93¢
Provision (benefit) charged to operatic 207 (337) 80 12¢ 197 27¢
Charge-offs (20%) — (204) (20) — (419
Recoveries 10t 1 39 1 — 14€
Balance at end of peric $ 4397 $ 11077 $128 $ 1165 $ 3,01f $20,93¢
For the three months ended June 30, 2
Allowance for loan losse!
Balance at beginning of peri $ 518 $ 9,28¢ $214¢ $ 1,094 $ 2,781 $20,49¢
Provision (benefit) charged to operatic 19 463 (13 () 333 80C
Charge-offs (739 — (199 — — (93¢)
Recoveries 43t 25 3 1 — 464
Balance at end of peric $ 490C $ 9,774/ $193¢ $ 109 $ 3,114 $20,82
For the six months ended June 30, 2
Allowance for loan losse:
Balance at beginning of perit $ 485¢ $ 10377 $136( $ 1,38° $ 295 $20,93(
Provision (benefit) charged to operatic 25 697 19¢ 177 58 80%
Chargt-offs (795) — (319 (50 — (1,15¢)
Recoveries 30¢ 9 41 1 — 35¢
Balance at end of peric $ 4397 $ 11077 $128 $ 1,167 $ 3,01F $20,93¢
For the six months ended June 30, 2
Allowance for loan losse!
Balance at beginning of peri $ 5241 $ 8931 $226¢ $ 1346 $ 2,72( $20,5L(
Provision (benefit) charged to operatic 84¢ 787 (207 (293 394 1,90(
Charge-offs (1,689 — (375) (235) — (2,299
Recoveries 49¢ 50 157 3 — 70¢
Balance at end of peric $ 490 $ 977« $193 $ 109 $ 3,11« $20,82(
June 30, 201
Allowance for loan losse!
Ending allowance balance attributed to loz
Individually evaluated for impairme $ 131 $ 349 $ 44 % — $ — $ 4,06¢
Collectively evaluated for impairme 4,26¢€ 7,58¢ 83¢ 1,162 3,01t 16,86
Total ending allowance balan $ 4397 $ 11077 $128 $ 1167 $ 3,01f $20,93¢
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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 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

Residentiz Commercie
Commercia

Real Estat Real Estati Consume and Industri¢ Unallocate Total
$18,85¢ $ 20,888 $ 2368 $ 27¢ % — $ 42,38
792,70: 556,17t 199,47 74,93¢ — 1,623,29
$811,55¢ $577,06. $201,83¢ $ 7521 $ — $1,665,67.
$ 2 $ 3612 $ 33 % — $ — $ 3,647

4,857 6,75¢ 1,32 1,38: 2,957 17,28:
$ 485¢ $ 10,37 $ 1,36( $ 1,380 $ 2,957 $ 20,93(
$18,19: $ 17,64 $ 2961 $ 1,107  $ — $ 39,90:¢
763,21 511,30: 197,72: 59,43¢ — 1,531,67!
$781,40¢ $528,94! $200,68. $ 6054 $ — $1,571,57!
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A summary of impaired loans at June 30, 2014 arceBder 31, 2013 is as follows (in thousands):

June 30 December 3:

2014 2013
Impaired loans with no allocated allowance for |t@sses $27,58¢ $ 24,45]
Impaired loans with allocated allowance for loasskex 14,79 15,44¢
$42,38: $ 39,90:
Amount of the allowance for loan losses alloc: $ 4,06¢ $ 3,64

At June 30, 2014, impaired loans include troublebtdestructuring loans of $30,047,000 of which,$28,000 were performing in
accordance with their restructured terms for a mimmn of six months and were accruing interest. Atcédeber 31, 2013, impaired loans
include troubled debt restructuring loans of $39,000 of which $21,456,000 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 June 30, 2014 awkidber 31, 2013 and for the three
months ended June 30, 2014 and 2013 follows (indiods):

Allowance
Unpaid for Loan
Principal Recorded Losses
Balance Investmer Allocated
As of June 30, 201
With no related allowance recorde
Residential real estat
Originated by Banl $ 9,591 $ 8,81¢ $ —
Originated by mortgage compa 7,952 7,56 —
Originated by mortgage compa— nor-prime 1,61¢ 1,21t —
Commercial real estat
Commercial 8,09: 8,00¢ —
Construction and lan — — —
Consumel 2,231 1,70z —
Commercial and industri 27¢€ 27¢€ —

$29,75¢ $ 27,58¢ $ —

With an allowance recorde
Residential real estat
Originated by Banl $ 86z $ 862 $ 10€
Originated by mortgage compa 39z 393 25
Originated by mortgage compa— nor-prime — — —
Commercial real estat

Commercial 12,59: 12,57 3,417
Construction and lan 304 304 76
Consumel 663 663 44~

Commercial and industri _ _ _
$14,81: $ 14,79 $ 4,06¢

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

Originated by Banl $10,53} $ 9,88t $ —

Originated by mortgage compa 7,762 7,38 —

Originated by mortgage compa— nor-prime 1,26( 85¢ —
Commercial real estat

Commercial 2,30¢ 2,297 —

Construction and lan — — —
Consumel 3,43¢ 2,92¢ —
Commercial and industri 1,107 1,107 —

$26,40¢ $24,45) $ —
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With an allowance recorde
Residential real estat
Originated by Banl
Originated by mortgage compa

Originated by mortgage compa— nor-prime

Commercial real estat
Commercial
Construction and lan

Consumel

Commercial and industri

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

With an allowance recorde
Residential real estat
Originated by Banl
Originated by mortgage compa
Originated by mortgage compa— nor-prime
Commercial real estat
Commercial
Construction and lan
Consumel
Commercial and industri;
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Allowance
Unpaid for Loan
Principal Recorded Losses
Balance Investmer Allocated
$ 62 $ 62 $ 2
15,12¢ 15,04 3,38¢
30¢ 30¢ 22%
33 33 33
$15,53: $ 15,44¢ $ 3,647
Three months ended June
2014 2013
Average Interest Average Interest
Recorded Income Recorded Income
Investmer Recognize Investmer Recognize
$ 9,04¢ $ 101 $ 10,98 $ 86
7,55t 65 6,77¢ 57
1,10: 3 2,19¢ 5
8,04¢ 20 2,74¢ 34
2,141 20 2,792 21
27€ 3 28€ 3
$ 28,17( $ 212 $ 25,77¢ $ 20€
$ 86t $ 8 $ 824 $ 1
394 7 T7€ 9
12,41 26 8,90¢ 76
304 — 472 —
68t 11 791 9
$ 14,66¢ $ 52 $11,77: $ 10E
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Six months ended June

2014 2013
Average Interest Average Interest
Recorded Income Recorded Income
Investmer Recognize Investmer Recognize
With no related allowance recorde
Residential real estat
Originated by Banl $ 9,141 $ 184 $11,27¢ $ 17¢€
Originated by mortgage compa 7,48¢ 127 6,761 127
Originated by mortgage compa— nor-prime 981 6 2,221 8
Commercial real estat
Commercial 7,52¢ 70 2,69¢ 65
Construction and lan — — — —
Consumel 2,161 41 2,83( 40
Commercial and industri 277 5 287 5

$27,57: $ 43¢ $ 26,07 $ 421

With an allowance recorde
Residential real estat
Originated by Ban! $ 86¢ $ 18 $ 82¢ $ 21
Originated by mortgage compa 39t 13 77¢ 20
Originated by mortgage compa— nor-prime — — — —
Commercial real estat

Commercial 12,58¢ 63 9,25( 157
Construction and lan 304 — 472 —
Consumel 67¢& 21 827 24

Commercial and industri; — — — _
$ 14,83( $ 11E $12,15¢ $ 222

The following table presents the recorded investrirenon-accrual loans by class of loans as of Bih&€014 and December 31, 2013 (in
thousands):

December 3:
June 30,
2014 2013
Residential real estat
Originated by Banl $13,66¢ $ 16,14:
Originated by mortgage compa 10,46: 10,58¢
Originated by mortgage compa— nor-prime 1,182 1,47¢
Commercial real estat
Commercia 11,79( 11,99¢
Construction and lan 304 30¢
Consume 3,12¢ 4,32¢
Commercial and industri; 164 51F

$40,69¢ $  45,36(

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 June 3@ @@d December 31, 2013 by class of
loans (in thousands):

Greater
3C-59 6C-89 than
Days Days 90 Days Total Loans Not
Past Du Past Du Past Due Past Due Past Due Total
June 30, 201
Residential real estat
Originated by Banl $7,851 $1,52¢ $11,62¢ $21,000 $ 656,088 $ 677,09:
Originated by mortgage compa a0 — 9,79¢ 9,88¢ 75,95¢ 85,84!
Originated by mortgage compa— nor-prime — — 1,24: 1,24z 1,287 2,52¢
Residential constructic — — — — 46,09: 46,09:
Commercial real estat
Commercia 48¢ — 11,79( 12,27: 526,81 539,08
Construction and lan — — 304 304 37,67 37,977
Consume 447 504 3,07z 4,01¢ 197,82: 201,83¢
Commercial and industri — — 164 164 75,05 75,21F

$8,86¢ $2,03: $37,99¢ $48,89: $1,616,77! $1,665,67

December 31, 201
Residential real estat

Originated by Banl $6,102 $2,52¢ $13,80C $22,42¢ $ 632,65: $ 655,08

Originated by mortgage Compa 20z 10¢ 10,03: 10,34: 82,544 92,88

Originated by mortgage compa— nor-prime — — 1,46¢ 1,465 1,15¢ 2,61¢

Residential constructic 19t — — 19t 30,62¢ 30,82:
Commercial real estat

Commercia 98¢t 84¢ 9,217 11,05: 491,81° 502,86¢

Construction and lan — — 30¢ 30¢ 25,76¢ 26,07¢
Consume 864 29¢ 4,21¢ 5,381 195,30: 200,68
Commercial and industri — — 51E 51E 60,03( 60,54

$8,34¢  $3,781 $39,55¢ $51,68! $1,519,89- $1,571,57

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 ieaknesses inherent in those classified as Sudasthnwith 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 homogesidmans. As of June 30, 2014 and December 31, 20it3based on the most recent
analysis performed, the risk category of loanslbgsof loans is as follows (in thousands):

Special
Pass Mention Substandai Doubtful Total

June 30, 201
Commercial real estat

Commercia $503,78* $5,057 $ 30,24: $ — $539,08c¢

Construction and lan 36,71« — 1,262 — 37,975
Commercial and industri; 74,33¢ 51¢ 361 — 75,21*

$614,83¢ $5,57¢ $ 31,86¢ $ — $652,27¢

December 31, 201
Commercial real estat

Commercia $471,438 $ — $ 30,57¢ $ 857 $502,86¢

Construction and lan 25,01¢ — 1,05¢ — 26,077
Commercial and industri 59,08¢ 1,07( 38€ — 60,54

$555,54: $1,07C $ 32,020 $ 857 $589,49(

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 June 30, 2014 and December 31, Zilthousands):

Residential Real Esta

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

June 30, 201
Performing $663,42. $ 7538 $ 1,347 $ 46,090 $198,71:
Non-performing 13,66¢ 10,46: 1,182 — 3,12¢

$677,09: $ 8584f $ 2,52¢ $ 46,09:  $201,83¢

December 31, 201

Performing $638,93t $ 82,29¢ $ 1,13¢ $ 30,820  $196,35!

Non-performing 16,14¢ 10,58¢ 1,47¢ — 4,32¢
$655,08. $ 92,88 $ 2,61¢& $ 30,820  $200,68:

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 June 30, 2014 and December 31, 2@&t8 $i7,047,000 and $9,663,000, respectively, obilexl debt restructurings. At June 30,
2014 and December 31, 2013, the Company has alb&dt 521,000 and $1,816,000, respectively, ofiipeeserves to loans which are
classified as troubled debt restructurings. Nom#aldoans which become troubled debt restructsreng generally returned to accrual status
after six months of performance. In addition to titmibled debt restructurings included in non-aatloans, the Company also has loans
classified as troubled debt restructurings whighaucruing at June 30, 2014 and December 31, 2¢High totaled $23,000,000 and
$21,456,000, respectively. Troubled debt restrirgsrwith six months of performance are considénetie allowance for loan losses similar
to other performing loans. Troubled debt restrunfys which are non-accrual or classified are carsid in the allowance for loan losses
similar to other non-accrual or classified loans.
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The following table presents information about tied debt restructurings which occurred duringttiree and six months ended June 30,
2014 and 2013, and troubled debt restructuringsifreddvithin the previous year and which defaulthding the three and six months ended
June 30, 2014 and 2013 (dollars in thousands):

Three months ended June 30, 2
Troubled Debt Restructuring
Residential real estat
Originated by mortgage compa— nor-prime
Consume]

Troubled Debt Restructuring
Which Subsequently Defaulte

Six months ended June 30, 2(
Troubled Debt Restructuring
Residential real estat
Originated by Banl
Originated by mortgage compa
Originated by mortgage compa— nor-prime
Consume)

Troubled Debt Restructuring
Which Subsequently Defaulte

Three months ended June 30, 2!
Troubled Debt Restructuring
Residential real estat
Originated by Banl
Consumel

Troubled Debt Restructuring
Which Subsequently Defaulte

Six months ended June 30, 2(
Troubled Debt Restructuring
Residential real estat
Originated by Banl
Consumel

Troubled Debt Restructuring
Which Subsequently Defaulte

Number of Loan

Pre-modification
Recorded Investme

Post-modification
Recorded Investme

1
3

Number of Loan

$ 35¢&

93

Recorded Investme

None

Number of Loan

None

Pre-modification
Recorded Investme

$ 35¢

97

Pos-modification
Recorded Investme

garreFEN

Number of Loan

$ 337

187
35¢€
16¢€

Recorded Investme

None

Number of Loan

None

Pre-modification
Recorded Investme

$ 268

184
35¢
171

Pos-modification
Recorded Investme

3
1

Number of Loan

$ 62€

12

Recorded Investme

2

Number of Loan

492

Pre-modification
Recorded Investme

$ 62€

12

Post-modification
Recorded Investme

3
5

Number of Loan

$ 62€

97

Recorded Investme

2
28

492

$ 62¢
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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 sixith® ended June 30, 2014 and 2013 is as
follows (in thousands). The reserve is includedtimer liabilities in the accompanying statementérafncial condition.

Three months ended Six months ended
June 30 June 30
2014 2013 2014 2013
Balance at beginning of period $1,46¢ $1,68¢ $1,46¢ $1,20:
Provision charged to operatio — — — 97t
Loss on loans repurchased, settlements or payraedesy loss sharing
arrangement (169) — (169 (695)
Recoveries — — — 20¢
Balance at end of peric $1,30¢ $1,68¢  $1,30¢ $1,68¢

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 shabiigations was $1.3 million at June 30, 2014, 635200 decrease from December 31,
2013 due to incurred losses of $143,000 relatinged-HLB loan sales and a settlement of $20,0@0 @rie investor relating to existing
repurchase requests. The reserve was $1.7 millidaree 30, 2013, a $485,000 increase from DeceBihe2012 due to a provision of
$100,000 for repurchase requests, an additionaigiom of $875,000 relating to loans sold to thelBincurred losses of $245,000 relating
to the FHLB loan sales, a comprehensive settlemie$450,000 with one investor relating to existargl anticipated loan repurchase requ
and recoveries of $205,000 of previously chargédofounts.

At June 30, 2014, there was one outstanding lgaurcbase request on a loan with a total principdiice of $252,000, a reduction from five
outstanding loan repurchase requests on loansawdtal principal balance of $1.2 million at DecanB1, 2013.

Note 6. Deposits
The major types of deposits at June 30, 2014 ameber 31, 2013 were as follows (in thousands):

Type of Accour June 30, 201 December 31, 20:
Nor-interest-bearing $ 271,20¢ $ 207,60¢
Interes-bearing checkini 817,08! 913,75
Money market depos 107,36! 116,94°
Savings 295,13 290,51
Time deposit: 214,71¢ 217,94:

Total deposit: $1,705,511 $ 1,746,76

Included in time deposits at June 30, 2014 and Dbee 31, 2013, is $65,168,000 and $64,380,000entisply, in deposits of $100,000 and
over.

Note 7. Recent Accounting Pronouncements

In January 2014, the Financial Accounting Stand&akzrd (“FASB”) issued Accounting Standards UpdatsU”) 2014-04, “Receivables —
Troubled Debt Restructurings by Creditors (Subt@di6-40) Reclassification of Residential Real Es@wllateralized Consumer Mortgage
Loans upon Foreclosure,” which applies to all dediwho obtain physical possession of
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residential real estate property collateralizirgpasumer mortgage loan in satisfaction of a retdé/a he amendments in this update clarify
when an in substance repossession or foreclosargoand requires disclosure of both (1) the amofifdreclosed residential real estate
property held by a creditor and (2) the recordegétiment in consumer mortgage loans collateralizeksidential real estate property that
are in the process of foreclosure. The amendmeiSlU 2014-04 are effective for fiscal years, ameiim periods within those fiscal years,
beginning after December 15, 2014. The adoptiahisfstandard is not expected to have a materjghainon the Company’s consolidated
financial statements.

Note 8. Fair Value Measurements

Fair value is defined as the price that would lmeireed to sell an asset or paid to transfer allfglin an orderly transaction between market
participants. A fair market measurement assumeghbaransaction to sell the asset or transfefigidity occurs in the principal market for
the asset or liability or in the absence of a ppakmarket, the most advantageous market for ¢iseteor liability. The price in the principal
(or the most advantageous) market used to 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 measurendate to allow for marketing activities that
are usual and customary for transactions involgingh assets and liabilities; it is not a forcedgextion. Market participants are buyers and
sellers in the principal market that are (i) indegent, (ii) knowledgeable, (iii) able to transantigiv) willing to transact.

The Company uses valuation techniques that arastenswith the market approach, the income apraad/or the cost approach. The
market approach uses prices and other relevarmiafion generated by market transactions involuilegtical or comparable assets and
liabilities. The income approach uses valuatiommégues to convert future amounts, such as caslsfto earnings, to a single present am
on a discounted basis. The cost approach is bast#te@mount that currently would be required fuaee the service capacity of an asset
(replacement costs). Valuation techniques shoulcbisistently applied. Inputs to valuation techefjuefer to the assumptions that market
participants would use in pricing the asset oriliigh Inputs may be observable, meaning those itbféct the assumptions market particip:
would use in pricing the asset or liability and eleyped based on market data obtained from indepeisderces, 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 prioritygteted prices in active markets for identical esse liabilities and the lowest priority to
unobservable inputs. Movements within the fair eahierarchy are recognized at the end of the agdpkcreporting period. There were no
transfers between the levels of the fair valuednry for the three and six months ended June@®B}.2The fair value hierarchy is as follows:

Level 1 Inputs - Unadjusted quoted prices in actharkets 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).

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@sgever, are fixed income
instruments that are not quoted on an exchangearbutought and sold in active markets. Priceshf@se instruments are obtained through
third party pricing vendors or security industrysmes that actively participate in the buying aellirsg of securities. Prices obtained from
these sources include market quotations and m@atding. Matrix pricing is a mathematical techniqueed principally to value certain
securities without relying exclusively on quoteitps for the specific securities, but comparinggeurities to benchmark or comparable
securities.
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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 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 dgcur

The Company utilizes third party pricing service®btain market values for its corporate bonds. &g@ment’s policy is to obtain and review
all available documentation from the third participrg service relating to their market value detierations, including their methodology and
summary of inputs. Management reviews this docuatimt, makes inquiries of the third party priciregéce and makes a determination &
the level of the valuation inputs. Based on the Gany’s review of the available documentation fréma third party pricing service,
management concluded that Level 2 inputs werezatlli The significant observable inputs include bemark yields, reported trades,
broker/dealer quotes, issuer spreads, $wled markets, benchmark securities, bids, oftglrgr market information and observations of ec
and credit default swap curves related to the issue

Other Real Estate Owned and Impaired Loans

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

The following table summarizes financial assets famehcial liabilities measured at fair value aslahe 30, 2014 and December 31, 2013,
segregated by the level of the valuation input&iwithe fair value hierarchy utilized to measurie Yalue (in thousands):

Fair Value Measurements at Reporting Date Us

Total Fail
Level 1 Level 2 Level 3
Value Inputs Inputs Inputs
June 30, 201
Items measured on a recurring ba
Investment securities availa-for-sale:
U.S. agency obligatior $25,09¢ $ — $ 25,09¢ $ —
Equity investment 7,20¢ 7,20¢ — —
Items measured on a r-recurring basis
Other real estate own 4,96¢ — — 4,96¢
Loans measured for impairment based on the fair
value of the underlying collater 14,79« — — 14,79«
Fair Value Measurements at Reporting Date Us
Total Fail
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 $35,28¢ $ — $ 35,28¢ $ —
Equity investment 8,54 8,541 — —
Items measured on a r-recurring basis
Other real estate own 4,34¢ — — 4,34~
Loans measured for impairment based on the fair
value of the underlying collater 15,44¢ — — 15,44¢

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 hierarctseisforth below.

Cash and Due from Banks

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

Securities Helgdo-Maturity

Securities classified as h-to-maturity are carried at amortized cost, as the Gomyhas the positive intent and ability to holdseasecuritie



to maturity. The Company determines the fair valfithe securities utilizing Level 1, Level 2 andréguently Level 3 inputs. In general, fair
value is based upon quoted market prices, wheriéabiea Most of the Company’s investment and magtghacked securities, however, are
fixed income instruments that are not quoted omxarmange, but are bought and sold in active markeitses for these instruments are
obtained through third party pricing
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vendors or security industry sources that actipalsticipate in the buying and selling of securitiegces obtained from these sources include
market quotations and matrix pricing. Matrix prigiis a mathematical technique used principallyaiue certain securities without relying
exclusively on quoted prices for the specific seéims, but comparing the securities to benchmar&amnparable 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 detedmwiitd 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. &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 docuatiemt, makes inquiries of the third party pricire;déce 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 werezatllifor all securities except for certain state mmnhicipal obligations known as bond
anticipation notes (“BANs") where management wtitid_evel 3 inputs. In the case of the Level 2 s&esy the significant observable inputs
include benchmark yields, reported trades, brokeatét quotes, issuer spreads, two-sided markatshbeark securities, bids, offers, other
market information and observations of equity aretlit default swap curves related to the issuemaga@ment based its fair value estimate of
the BANs on the local nature of the issuing ergjtte short-term life of the security and curmaatket conditions.

Federal Home Loan Bank of New York Stock

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

Loans

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

Fair value of performing and non-performing loaresvestimated by discounting the future cash flowspf estimated prepayments, at a rate

for which similar loans would be originated to nbarrowers with similar terms. Fair values estimatethis manner do not fully incorporate
an exit price approach to fair value, but instesdesed on a comparison to current market ratefoparable loans.

Deposits Other than Time Deposits

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

Time Deposits

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

Securities Sold Under Agreements to RepurchaseRéthil Customers

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

Borrowed Funds

Fair value estimates are based on discounting actotl cash flows using rates which approximateadbes offered for borrowings of similar
remaining maturities.
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The book value and estimated fair value of the Basignificant financial instruments not recordedaar value as of June 30, 2014 and
December 31, 2013 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
June 30, 201
Financial Assets
Cash and due from ban $ 43,817 $ 43,817 $ — $ —
Securities hel-to-maturity 478,38 — 484,52: 60C
Federal Home Loan Bank of New York stc 20,24¢ — — 20,24¢
Loans receivable and mortgage loans held for 1,633,11. — — 1,652,65!
Financial Liabilities:
Deposits other than time depos 1,490,79. — 1,490,79: —
Time deposit: 214,71¢ — 216,98t —
Securities sold under agreements to repurchase with
retail customer 62,34: 62,34: — —
Federal Home Loan Bank advances and other
borrowings 332,50( — 332,38 —
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 $ 33,95¢ $ 33,95¢ $ — $ —
Securities hel-to-maturity 495,59¢ — 493,43. 1,65(
Federal Home Loan Bank of New York stc 14,51¢ — — 14,51¢
Loans receivable and mortgage loans held for 1,542,24! — — 1,561,20:
Financial Liabilities:
Deposits other than time depos 1,528,82 — 1,528,82 —
Time deposit: 217,94: — 220,40¢ —
Securities sold under agreements to repurchase with
retail customer 68,30« 68,30« — —
Federal Home Loan Bank advances and other
borrowings 202,50( — 201,39: —
Limitations

Fair value estimates are made at a specific poititrie, based on relevant market information aformation about the financial instrument.
These estimates do not reflect any premium or distcthat 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 Camy’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 unokiabte inputs. These estimates are subjective ir@aind involve uncertainties and matters
of significant judgment and, therefore, cannot betmined with precision. Changes in assumptionfdcsignificantly affect the estimates.

Fair value estimates are based on existing balstmeet financial instruments without attemptinggttreate the value of anticipated future
business and the value of assets and liabilitigisatte not considered financial instruments. Sigaift assets and liabilities that are not
considered financial assets or liabilities inclagderred tax assets, and premises and equipmesddition, the tax ramifications related to
realization of the unrealized gains and lossesheae a significant effect on fair value estimated have not been considered in the estim

PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

The Company is not engaged in any legal proceedifigsmaterial nature at the present time. Frone tiotime, the Company is a party to
routine legal proceedings within the normal cowfbusiness. Such routine legal proceedings iratfgregate are believed by management to
be immaterial to the Company’s financial conditamresults of operations.
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Iltem 1A. Risk Factors

For a summary of risk factors relevant to the Comypaee Part I, Item 1A, “Risk Factors,” in the 3Horm 10-K. There were no material
changes to risk factors relevant to the Compangé&rations since December 31, 2013.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

On November 27, 2012, the Company announced #stion to repurchase up to 901,002 shares or 5% ofitstanding common stor
which was completed during the second quarter @#20n July 24, 2014, the Company announced thesemation of the Board of
Directors to repurchase up to 5% of the Companytstanding common stock, or 867,923 shares. Infobomaegarding the Company’s
common stock repurchases for the three month perided June 30, 2014 is as follows:

Total Number o

Shares Purchased Maximum
Total Number of Shares
Number o Average Pric Part of Publicly that May Yet Be
Announced Plans Purchased Under t
Shares Paid per
Perioc Purchase Share Programs Plans or Programr
April 1, 2014 through April 30, 2014 3,79¢ $ 16.27 3,79¢ 209,96’
May 1, 2014 through May 31, 20 159,96° 16.4¢ 159,96 50,00(
June 1, 2014 through June 30, 2! 50,00( 15.9¢ 50,00( 0

Item 3. Defaults Upon Senior Securities
Not Applicable

Item 4. Mine Safety Disclosures
Not Applicable

Iltem 5. Other Information

Not Applicable

Iltem 6. Exhibits
Exhibits:

10.3C  Amended and Restated Employment Agreement betwkdat@her D. Maher and OceanFirst Financial Cdgied April 23,
2014. (1)

10.31  Amended and Restated Employment Agreement betwhest@pher D. Maher and OceanFirst Bank dated A#jl2014. (1
31.1  Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 200z
31.z Certification of Chief Financial Officer pursuawnt $ection 302 of the Sarba-Oxley Act of 2002
32.C  Certification pursuant to 18 U.S.C. Section 135@dded by Section 906 of the Sarbi-Oxley Act of 200z

101.C  The following materials from the Company’s QuasteRleport on Form 10-Q for the quarter ended Jun@B3D4, formatted in
XBRL (Extensible Business Reporting Language)th@® Consolidated Statements of Financial Condifiijnthe 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 Financiate®teents

(1) Incorporated herein by reference from Exhibit torR@-K filed on April 25, 2014
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SIGNATURES
Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdréport to be signed on its behalf by the
undersigned, thereunto duly authorized.

OceanFirst Financial Corp.
Registran

DATE: August 8, 2014 /s/ John R. Garbarino
John R. Garbarin
Chairman of the Board and Chief Executive Offi

DATE: August 8, 2014 /sl Michael J. Fitzpatrick
Michael J. Fitzpatricl
Executive Vice President and Chief Financial Offi
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Exhibit
311
31.2
32.C

101.C

Exhibit Index

Descriptiot
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 June 30, 2014, form:
in XBRL (Extensible Business Reporting Languag®)the Consolidated Statements of Financial Coadit{ii) the
Consolidated Statements of Income, (iii) the Cadstéd Statements of Comprehensive Income, (iviCivesolidated
Statements of Changes in Stockholders’ Equityti{®)Consolidated Statements of Cash Flows andh@iNotes to
Consolidated Financial Statemer
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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 readeregsurance 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 registratisslosure controls and procedures and presentiisiguarterly report our
conclusions about the effectiveness of the disesantrols 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 invaweanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

Date: August 8, 2014 /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

August 8, 2014 /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 OceasfHHinancial Corp. (the “Company”) on Form 10-Q ttee period ending June 30, 2014 as
filed with the Securities and Exchange Commissioithe date hereof (the “Report”), the undersigrextify, pursuant to 18 U.S.C. §1350, as
added by 8906 of the Sarbanes-Oxley Act of 2004; th

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
August 8, 201«

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




