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PART |

Iltem 1. Business
General

OceanFirst Financial Corp. (the “Company”) is irmmmated under Delaware law and serves as the fgpldimpany for OceanFirst Bank (the “BankAt
December 31, 2014, the Company had consolidatatidesets of $2.4 billion and total stockholdeguity of $218.3 million. The Company is a saviegs! loal
holding company subject to regulation by the BoafdGovernors of the Federal Reserve System (theB*FRind the Securities and Exchange Commis
(“SEC”). The Bank is subject to regulation and swon by the Office of the Comptroller of the Cemcy (“OCC”) and the Federal Deposit Insura
Corporation (“FDIC"). Currently, the Company doest transact any material business other than thrésgubsidiary, the Bank.

OceanFirst Financial Corp. has been the holdingpamy for OceanFirst Bank since it acquired thekstdfidhe Bank upon the Bank’s conversion from adtatly-
chartered mutual savings bank to a Federally-ctedteapital stock savings bank in 1996 (the “Cosieer”). The Banks principal business has been and conti
to be attracting retail and business deposits encttimmunities surrounding its branch offices anedting those deposits primarily in loans, consgstf single-
family, owneroccupied residential mortgage loans, and commereélestate and other commercial loans which h&eeme a key focus of the Bank. The E
also invests in other types of loans, includingdestial construction and consumer loans. In addjtthe Bank invests in mortgage-backed securftid8S”),
securities issued by the U.S. Government and agettbereof, corporate securities and other invasngermitted by applicable law and regulationse Banks
revenues are derived principally from interesttsridans, and to a lesser extent, interest omvtsstment and mortgage-backssturities. The Bank also recei
income from fees and service charges on loan apdsiteproducts, wealth management services, Badlsmwices and the sale of alternative investmeduyzcts
e.g., mutual funds, annuities and life insurancee Banks primary sources of funds are deposits, princgyal interest payments on loans, investment:
mortgage-backed securities, investment maturigiesceeds from the sale of loans, Federal Home Bzank (“FHLB") advances and other borrowings.

The Company’s website address is www.oceanfirst.cdhe Company’s annual report on Form 10-K, qubrteports on Form 10-Q, current reports on Fori 8-
and all amendments to those reports are availabéedf charge through its website, as soon as mehopracticable after such material is electralycfiled with,
or furnished to, the SEC. The Companyvebsite and the information contained thereicaamected thereto are not intended to be incorpdratto this Annu:
Report on Form 10-K.

In addition to historical information, this Form-K0contains certain forwartboking statements within the meaning of the Pev@ecurities Reform Act of 19
which are based on certain assumptions and desitiibee plans, strategies and expectations of thmany. These forwarboking statements are gener:
identified by use of the words “believe”, “expectintend”, “anticipate”, “estimate”, “project”, “wi”, “should”, “may”, “view”, “opportunity”, “potential”, or
similar expressions or expressions of confidende CTompanyg ability to predict results or the actual effettfuture plans or strategies is inherently uncec
Factors which could have a material adverse effedhe operations of the Company and its subsetiariclude, but are not limited to, those itemswulsed und:
Item 1A. Risk Factors herein and the following: mbes in interest rates, general economic conditievgls of unemployment in the Basklending area, re
estate market values in the Bank’s lending ardardéunatural disasters and increases to flood amag premiums, the level of prepayments on loadsvartgage-
backed securities, legislative/regulatory changesnetary and fiscal policies of the U.S. Governmantuding policies of the U.S. Treasury and theBf-Rhe
quality or composition of the loan or investmenttfmios, demand for loan products, deposit flowsmpetition, demand for financial services in thenanys
market area and accounting principles and guideliftaese risks and uncertainties should be coresidier evaluating forwartboking statements and unc
reliance should not be placed on such statemehts.Company does not undertake, and specificallglalias any obligation, to publicly release the fesiiany
revisions which may be made to any forwéwdking statements to reflect events or circumstarafter the date of such statements or to retfecbccurrence
anticipated or unanticipated events.
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Market Area and Competition

The Bank is a communitgriented financial institution, offering a wide ety of financial services to meet the needs of chexmunities it serves. The Be
conducts its business through an administrativefiraffice located in Toms River, New Jersey, amentytwo additional branch offices. Eighteen of the
are located in Ocean County, New Jersey, four eéfare in Monmouth County including a Financialuiohs Center in Red Bank also offering lending wauealtt
management services and one in Middlesex County.Bienk also operates a wealth management offitéaimchester, New Jersey. A commercial loan prodo
office was opened in Mercer County in the firstgeiaof 2015 to better serve the broader centra Niersey market area. Additionally, the Bank expézibpen it
second branch office in Jackson Township, Oceamtyoin the second quarter of 2015. The Baréposit gathering and lending activities are entrated in th
markets surrounding its branch office network.

The Bank is the largest and oldest commubiged financial institution headquartered in Odgaunty, New Jersey, which is located along theraéiew Jerse
shore. The economy in the Baskdrimary market area is based upon a mixture wfceeand retail trade, some of which is basedamism at the New Jers
shore. Other employment is provided by a varietwbblesale trade, manufacturing, Federal, statelacal government, hospitals and utilities. Theaais als
home to commuters working in areas in and around Merk City and Philadelphia. In October 2012, B&nk’s primary market area was adversely impacte
superstorm Sandy which caused substantial proparyage, however, there has been recent evidersignificant rebuilding and improved economic adyivas
the area recovers.

The Banks future growth opportunities will be partly influeed by the growth and stability of the local eaogand the competitive environment. The Bank f
significant competition both in making loans andhitracting deposits. The State of New Jersey iataactive market to many financial institutioidany of the
Bank’s competitors are branches of significantkgédal institutions headquartered out-of-market whielve greater financial resources than the Bank. Hdnks
competition for loans comes principally from commial banks, savings banks, savings and loan ag&owa credit unions, mortgage banking companied
insurance companies. Its most direct competitiord&posits has historically come from commercialkdsa savings banks, savings and loan associatiwhsradi
unions although the Bank also faces competitiordiposits from short-term money market funds, otloeporate and government securities funds, intesnly
providers and from other financial service instdnos such as brokerage firms and insurance comgpaiiiee Bank distinguishes itself from large ban
competitors through its local presence and akititgleliver personalized service.

Acquisition

On February 25, 2015, the Company announced aemgrg to acquire Colonial American Bank (“Colonjalieadquartered in Middletown, New Jersey, in a
stock transaction valued at approximately $11.3ionil Under the terms of the agreement, each aqudstg share of Colonial common stock and prefestedk
will be exchanged for 0.3736 shares of the Commangmmon stock, subject to possible adjustment@sded for in the merger agreement. The transadt
expected to close before year-end 2015, subjemrtain conditions, including the approval by Caédis stockholders and customary regulatory appisova

Colonial operates two fulervice banking offices in Middletown and ShrewsbWiNew Jersey with total assets of $144 milliorgliding $127 million in tot:
loans and $129 million in total deposits as of Deber 31, 2014. The combined institution will ha@5Bbillion in assets, $1.8 billion in loans and&hbillion in
deposits, with 25 offices serving the central Nearsdy market. Management considers thisnarket acquisition an attractive complement to ezl Ban|
Financial Solutions Center and strengthens the Batksence in Monmouth County.

Lending Activities

Loan Portfolio Composition At December 31, 2014, the Bank had total loartstanding of $1.723 billion, of which $742.1 millipor 43.1% of total loans we
one-to-four family, residential mortgage loans. Temainder
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of the portfolio consisted of $650.0 million of corarcial real estate, muliamily and land loans, or 37.7% of total loans; $4million of residential constructi
loans, or 2.8% of total loans; $199.3 million ofnsamer loans, primarily home equity loans and liaksredit, or 11.6% of total loans; and, $83.9liwl of
commercial loans, or 4.9% of total loans. Includedotal loans are $4.2 million in loans held-Eale at December 31, 2014. At that same date, 3609fte
Bank’s total loans had adjustable interest raté®e Bank has generally sold much of its 30-yeagedixate, one-téeur family loans into the secondary mai
primarily to manage interest rate risk.

The types of loans that the Bank may originatesatgect to Federal and state law and regulationisrdst rates charged by the Bank on loans areteffédy th
demand for such loans and the supply of money aailfor lending purposes and the rates offereddmypetitors. These factors are, in turn, affectgdamon
other things, economic conditions, monetary policéthe Federal government, including the FRB, lagéslative tax policies.
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The following table sets forth the composition foé Bank’s loan portfolio in dollar amounts and aeeecentage of the portfolio at the dates indicated

At December 31,

2014 2013 2012 2011 2010
Percent Percent Percent Percent Percent
Amount of Total Amount of Total Amount of Total Amount of Total Amount of Total
(dollars in thousands)
Real estate
One-to-four family $ 742,090 43.01% $ 751,37( 47.7% $ 809,70! 52.20% $ 882,55( 55.55% $ 955,06: 56.6%
Commercial real estate, multi-fami
and lanc 649,95, 37.7: 528,94! 33.6¢ 475,15  30.6¢ 460,72  29.0C 435,12° 25.8(
Residential constructic 47,55 2.7¢ 30,82: 1.9¢ 9,01: 0.5¢ 6,657 0.4z 13,74¢ 0.82
Consumer (1 199,34¢ 11.5% 200,68: 12.7¢ 198,14: 12.7¢ 192,91¢ 12.1¢ 205,72  12.2(
Commercial and industrii 83,94¢ 4.87 60,54 3.8E 57,96 3.74 45,88¢ 2.8¢ 76,69: 4.5k
Total loans 1,722,888 100.0% 1,572,36. 100.0(% 1,549,98° 100.0% 1,588,73! 100.0(% 1,686,35! 100.0(%
Loans in proces (16,737) (12,715 (3,639 (2,559 (4,05%)
Deferred origination costs, n 3,207 3,52¢ 4,11z 4,36¢ 4,862
Allowance for loan losse (16,31) (20,930 (20,510 (18,230 (19,700
Total loans, ne 1,693,04 1,542,24! 1,529,94 1,572,311 1,667,46.
Less:
Mortgage loans he-for-sale 4,201 78t 6,74¢ 9,297 6,67¢
Loans receivable, n $1,688,84 $1,541,46 $1,523,20! $1,563,01! $1,660,78:
Total loans:
Adjustable rate $ 651,56t 37.8% $ 602,97t 38.3"9% $ 635,26c 40.99 $ 692,33. 4350 $ 816,05¢ 48.3%
Fixed rate 1,071,32; 62.1¢ 969,38{ 61.6F 914,71¢ 59.01 896,40° 56.4:7 870,29° 51.61

$1,722,88 100.0% $1,572,36. 100.00% $1,549,98. 100.0(% $1,588,73' 100.0(% $1,686,35 100.0(%

(1) Consists primarily of home equity loans and linésredit, and to a lesser extent, loans on sav@egsunts and overdraft lines of cre:

4
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Loan Maturity . The following table shows the contractual mayuif the Bank$ total loans at December 31, 2014. The table dmésinclude principe
prepayments.

At December 31, 201«

Commercial
One-to- real estate, Commercial Total
four multi- family Residential and Loans
family and land construction (1) Consumer industrial Receivable
(in thousands)
One year or les $ 48¢€ $ 125,89¢ $ 55E $ 1,07¢ $ 22,747 $ 150,76
After one year
More than one year to three ye 4,37 124,48¢ — 3,78¢ 32,62: 165,27
More than three years to five ye: 16,117 209,43« — 6,83¢ 28,41: 260,80:
More than five years to ten yes 26,69: 182,22( 13C 37,27: 16E& 246,47
More than ten years to twenty ye: 200,91 7,918 3,97 149,97 — 362,77!
More than twenty yeat 493,50: — 42,89t 40C — 536,79t
Total due after December 31, 2C 741,60. 524,05! 46,99 198,27 61,19¢ 1,572,12.
Total amount du $742,09( $ 649,95 $ 47,55, $199,34¢ $ 83,94¢ 1,722,88
Loans in proces (16,73))
Deferred origination costs, n 3,207
Allowance for loan losse (16,31)
Total loans, ne 1,693,04
Less: Mortgage loans hefor-sale 4,201
Loans receivable, ni $1,688,84!

(1) Residential construction loans are primarily oragad on a construction/permanent basis with suahsl@onverting to an amortizing loan following
completion of the construction pha

The following table sets forth at December 31, 20hé dollar amount of total loans receivable cactinally due after December 31, 2015, and whethehn oan
have fixed interest rates or adjustable interdssra

Due After December 31, 201!
Fixed Adjustable Total
(in thousands)

Real estate loan

One-to-four family $397,45! $344,14° $ 741,60:
Commercial real estate, mi-family and lanc 418,19« 105,85¢ 524,05!
Residential constructic 31,68: 15,31¢ 46,99°
Consume| 109,20¢ 89,06 198,27:
Commercial and industrii 33,48¢ 27,711 61,19¢
Total loans receivabl $ 990,02 $582,10( $1,572,12.
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Origination, Sale and Servicing of LoanJhe following table sets forth the Baskioan originations, purchases, sales, principphyments and loan activi
including loans held-for-sale, for the periods taled.

For the Year December 31
2014 2013 2012
(in thousands)

Total loans:
Beginning balanc $ 1,572,36 $ 1,549,98 $ 1,588,73
Loans originated
One-to-four family 159,07¢ 225,59¢ 308,79:
Commercial real estate, m-family and lanc 184,22¢ 124,29: 80,10¢
Residential constructic 39,73t 23,45: 6,511
Consumel 76,35¢ 85,99/ 92,63:
Commercial and industrii 189,57: 124,85:. 120,24t
Total loans originate 648,96 584,18 608,29(
Loans purchase 20,36: — —
Total 2,241,69. 2,134,117 2,197,02!
Less:
Principal repayment 444,36¢ 448,37¢ 461,61:
Sales of loan 62,31¢ 106,55( 174,29¢
Charge-offs (gross, 7,821 3,521 7,08¢
Transfer to other real estate owr 4,28¢ 3,35¢ 4,05(
Total loans $ 1,722,88: $ 1,572,36. $ 1,549,98:

One-tofour family mortgage loan origination volume deelhin 2014 as a less than favorable interest ratg@ment reduced the volume of loan refinanc
This same trend caused loan sales to also dedirtheaBank typically sells longer-term, fixed-rateme-to-four family mortgage loans. Beginning indr201:
through the end of 2014, the Bank supplementecbitsmercial lending team with additional experienbadkers and successfully grew commercial reateesia
commercial and industrial loans. Residential camion origination volume increased as the Banluget on meeting the needs of borrowers rebuildftey
superstorm Sandy.

Oneto-Four Family Mortgage LendingThe Bank offers both fixed-rate and adjustabte-raortgage (“ARM”) loans secured by oneftax family residences wi
maturities up to 30 years. The majority of sucmbare secured by property located in the Bapkimary market area. Loan originations are tylpicgenerated b
commissioned loan representatives in the exclusimployment of the Bank and their contacts withie thcal real estate industry, members of the
communities and the Bank’s existing or past custenfén occasion the Bank has opportunistically lpased loans originated by other banks.

At December 31, 2014, the Bank’s total loans outditey were $1.723 billion, of which $742.1 millioar 43.1%, were one-tipur family residential mortgas
loans, primarily single family and owner occupi@@. a lesser extent and included in this activity msidential mortgage loans secured by seasoocahdérome
and non-owner occupied investment properties. Megage size of the Bank’s onefmir family mortgage loans was approximately $100,&t December 3
2014.

The Bank currently offers a number of ARM loan pargs with interest rates which adjust every thfiee,or ten years. The Bard&KARM loans generally provi
for periodic caps of 2% or 3% and an overall ca@%f on the increase or decrease in the interestataany adjustment date and over the life of ¢zl Th
interest rate on these loans is indexed to thacgipe three-, five- or ten-year U.S. Treasury ¢ansmaturity yield, with a

6
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repricing margin which ranges generally from 2.7&%8.50% above the index. The Bank also offersethriéve-, seven- and teyear ARM loans which operate
fixed-rate loans for the first three, five, severten years and then convert to grear ARM loans for the remainder of the term. THeM\loans are then index
to a margin of generally 2.75% to 3.50% above the-ygear U.S. Treasury constant maturity yield.

Generally, ARM loans pose credit risks differerdrttrisks inherent in fixedate loans, primarily because as interest rates tie payments to the borrower t
thereby increasing the potential for delinquencyg default. At the same time, the marketability loé tunderlying property may be adversely affectechigye!
interest rates. In order to minimize risks, borresvef ARM loans with an initial fixed period of fvyears or less must qualify based on the greéthemote rat
plus 2% or the fully indexed rate. Seven- to year ARMs must qualify based on the note rate. Bawek does not originate ARM loans which provideriegativ
amortization. The Bank previously offered interesty ARM loans on a limited basis, in which the tmaver made only interest payments for the firse fiseven c
ten years of the mortgage loan term and then ctewven a fully-amortizing loan until maturity. Theterestenly feature resulted in future increases in
borrowers loan payment when the contractually required atsincreased due to the required amortizatioth@fprincipal amount. These payment incre
may affect the borrower’s ability to repay the lpand as such, the borrowers were qualified afulig-amortized payment. The amount of interestyoohe-to-
four family mortgage loans at December 31, 2014 2018 was $17.6 million and $28.8 million, respeslty, or 2.4% and 3.8%, respectively, of total aadeur
family mortgages.

The Bank’s fixed-rate mortgage loans are curremidyde for terms from 10 to 30 years. The Bank paradly sells some of the fixetate residential mortgage loz
that it originates in order to manage interest rise Prior to the fourth quarter of 2014, the Bayenerally retained the servicing on loans solatréntly, servicin
rights are generally sold as part of the loan sBfe Bank generally holds for its portfolio shofterm, fixed-rate loans and certain longer-termedirate loans
generally consisting of loans with balances exaggdhe conforming loan limits of the governmentrages (“Jumbo”loans) and loans to officers, director:
employees of the Bank. The Bank may retain a pomibits longer-term fixedate loans after considering volume and yield dfter &valuating interest rate r
and capital management considerations. The retenfidixed+ate mortgage loans may increase the level ofésterate risk exposure of the Bank, as the rat
these loans will not adjust during periods of mginterest rates and the loans can be subjectistautial increases in prepayments during peridédalling interes
rates. During the past several years, the Bankgkasrally sold most of its 30-year, fixed-rate, -toour family loans into the secondary market prirlyatd
manage interest rate risk.

The Bank’s policy is to originate one-tour family residential mortgage loans in amountsta 80% of the lower of the appraised value orséking price of th
property securing the loan and up to 95% of theaiped value or selling price if private mortgagsurance is obtained. Appraisals are obtainedofiimd secure
by real estate properties. The weighted average-timaalue ratio of the Bank’s one-four family mortgage loans was 55.7% at December2B14 based ¢
appraisal values at the time of origination. Titlesurance is typically required for first mortgatans. Mortgage loans originated by the Bank ine
due-on-salelauses which provide the Bank with the contractiggit to declare the loan immediately due and p&ya the event the borrower transfers ownel
of the property without the Bank’s consent. Duesate clauses are an important means of adjustingaties on the Bank'’s fixed-rateortgage loan portfolio a
the Bank has generally exercised its rights unlesé clauses.

The Bank currently brokers reverse mortgage loans fthirdparty originator. Prior to 2013, the Bank closedsth loans in its name; however, they were all
into the secondary market. The loans qualify urtblerHome Equity Conversion Mortgage program ofReederal Housing Administration and are insuredhg
Department of Housing and Urban Development. Fertar ended December 31, 2014, the Bank recogfeecidcome on reverse mortgage loans of $493 &
compared to $714,000 for the year ended Decemhet(03B.
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The Bank has made, and may continue to make, regtlenortgage loans that will not qualify as Qfietl Mortgage Loans under the Do#idank Act and th
Consumer Financial Protection Bureau (“CFPB”) ragiohs effective January 10, 2014. See “ Risk Hactorhe DoddFrank Act imposes new obligations
originators of residential mortgage loans, suctheBank’.

Commercial Real EstatdJulti-Family and Land Lending The Bank originates commercial real estate |ldhas are secured by properties, or properties 1
construction, generally used for business purpegeh as office, industrial or retail facilities.sibstantial majority of the Bar&'commercial real estate loans
located in the Bank’s primary market area. The Bamkderwriting procedures provide that commeraal estate loans may be made in amounts up to 8086
appraised value of the property. The Bank curreotlginates commercial real estate loans with teofgp to ten years and amortization schedulesoughitty
years with fixed or adjustable rates. The loangslly contain prepayment penalties over the ihigam. In reaching its decision on whether to mal@mmmerci:
real estate loan, the Bank considers the net apgratcome of the property and the borrovgegXpertise, credit history and profitability amaoother factors. Tt
Bank has generally required that the propertiearieg commercial real estate loans have debt sendverage ratios of at least 130%. The Bank géneeguire:
the personal guarantee of the principal borronereémmercial real estate loans.

The Banks commercial real estate loan portfolio at Decen®ier2014 was $650.0 million, or 37.7% of totalisaas compared to $528.9 million, or 33.6%
total loans, at December 31, 2013. The Bank sufidgsgrew this market segment primarily througle thddition of experienced commercial lenders beggm
mid-2013. The Bank added a new lending team in latel 2@tich is located in Mercer County, New Jersey tt@f total commercial real estate portfolio, 45¢
considered owner-occupied, whereby the underlyingjriess owner occupies a majority of the propeérhe largest commercial real estate loan in the Bank
portfolio at December 31, 2014 was a performingnléa which the Bank had an outstanding carryintahee of $15.5 million secured by a first mortgage:
multi-purpose medical office facility. The averagjee of the Bank’s commercial real estate loarBegember 31, 2014 was approximately $871,000.

The commercial real estate portfolio includes lofmisthe construction of commercial properties. itafly, these loans are underwritten based uponnoercia
leases in place prior to funding. In many casesjmercial construction loans are extended to owthatsintend to occupy the property for businesgatpans, ir
which case the loan is based upon the financisd@gpof the related business and the owner obtieness. At December 31, 2014, the Bank had astamdin(
balance in commercial construction loans of $46illan, as compared to $23.7 million at Decembey 2113.

The Bank also originates multi-family mortgage Isamd land loans on a limited basis. The Bank'sirfarhily loans and land loans at December 31, 2014 tc
$24.4 million and $8.6 million, respectively, asmuared to $11.8 million and $6.2 million, respeelyy at December 31, 2013.

Residential Construction LendingAt December 31, 2014, residential constructicenttotaled $47.6 million, or 2.8%, of the Baskotal loans outstanding,
increase from $30.8 million, or 2.0% of the Bamkotal loans outstanding at December 31, 2013.ifidrease was due in large part to the additiopeah [deman
from borrowers rebuilding after superstorm Sandy.

The Bank originates residential construction logriarily on a construction/permanent basis witktsipans converting to an amortizing loan followitttg
completion of the construction phase. Most of tla@IBs residential construction loans are madedéviduals building a residence.

Construction lending, by its nature, entails addisil risks compared to one-todr family mortgage lending, attributable primgirio the fact that funds &
advanced based upon a security interest in a pinajeich is not yet complete. The Bank addressesethisks through its underwriting policies and dares an
its experienced staff.
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Consumer LoansAt December 31, 2014, the Bank’s consumer loatsed $199.3 million, or 11.6% of the Banskbtal loan portfolio. Of the total consumer |
portfolio, home equity loans comprised $109.2 milli or 54.8%; home equity lines of credit compri§®9.6 million, or 44.9%; overdraft line of creditan:
totaled $387,000 or 0.2%; and loans on savingsuasdotaled $243,000, or 0.1%.

The Bank originates home equity loans typicallyused by first or second liens on one-to-two famégidences. These loans are originated as fiagdloans wit
terms ranging from 5 to 20 years. Home equity loanestypically made on owner-occupied, onevio-family residences. Generally, these loans abjest to a
80% loan-to-value limitation, including any othaststanding mortgages or liens. The Bank also offevariablerate home equity line of credit which extenc
credit line based on the applicathcome, the ability to repay and equity in thenleo Home equity lines of credit are secured by egage on the underlying r¢
estate. Generally, the credit line, when combinéd the balance of any applicable first mortgag®limay not exceed 80% of the appraised valueeoptbpert
at the time of the loan commitment. The Bank charge early termination fee should a home equity loaline of credit be closed within two or threeays o
origination. A borrower is required to make montpgyments of principal and interest, at a minimur8%0, based upon a 10-, 15- or @8ar amortization perio
The Bank also offers home equity lines of crediiohbrequire the payment of interest-only during tinst five years with fullyamortizing payments thereaft
Generally, the adjustable rate of interest chaigdzhsed upon the prime rate of interest (as phduxdisn thewall Street Journal ), although the range of inter
rates charged may vary from 1.0% below prime t@84ldver prime. The loans have an 18% lifetime capterest rate adjustments.

Commercial and Industrial LendingAt December 31, 2014, commercial and industdahk totaled $83.9 million, or 4.9% of the Bankdtal loans outstandir
The Bank originates commercial and industrial loans lines of credit (including for working capitdixed asset purchases; and acquisition, recedvabk
inventory financing) primarily in the Bank’'market area. In underwriting commercial and itgaisloans and credit lines, the Bank reviews andlyzes financi.
history and capacity, collateral value, strengttl eharacter of the principals, and general payrhistory of the principal borrowers in coming toradit decisior
The Bank generally requires the personal guarasftdee principal borrowers for all commercial andustrial loans.

A well-defined credit policy has been approved ity Bank’s Board of Directors (the “BoardThis policy discourages high risk credits, whiledsing on qualit
underwriting, sound financial strength and closenitasing. Commercial and industrial business legdiboth secured and unsecured, is generally caoeside
involve a higher degree of risk than secured retdte lending. Risk of loss on a commercial andistidal business loan is dependent largely on tireolwer’s
ability to remain financially able to repay the toffom ongoing operations. The Baskiargest commercial and industrial loan at Decerithe 2014 was
performing loan to a Monmouth County based publichded company of manufactured housing commuriti€d 0.0 million secured by pledges and assignn
of notes receivables. The average size of the Bastknmercial and industrial loans at December 8142vas approximately $307,000.

Loan Approval Procedures and Authoritffhe Board establishes the loan approval poliofethe Bank based on total exposure to the indafidworrower. Th
Board has authorized the approval of loans by wuariofficers of the Bank or a Management Credit Cditeey on a scale which requires approval by persl
with progressively higher levels of responsibility the loan amount increases. Pursuant to apmicafllations, loans to one borrower generally oaercee
15% of the Bank’s unimpaired capital, which at Deber 31, 2014 amounted to $33.5 million. At Decen8ie 2014, the Bank’ maximum loan exposure t
single borrower and related interests was $19.0amilAll of the loans are performing and most lo¢ texposure is secured by a first mortgage on &-pudpos:
medical office facility.

Loan Servicing Loan servicing includes collecting and remittlogn payments, accounting for principal and intenesking inspections as required of mortgz
premises, contacting delinquent borrowers, supieyifreclosures and property dispositions in then¢ of unremedied defaults, making certain insceaand ta
payments on behalf of the borrowers and generdltyimistering the loans. The Bank also services gag
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loans for others. On October 31, 2014, the Banll #fm¢ servicing rights on residential mortgage $oaarviced for Federal agencies, recognizing sgagt o
$408,000. All of the remaining loans currently lgeiserviced for others are loans which were origidaby the Bank. At December 31, 2014, the Bank
servicing $197.8 million of loans for others. At éenber 31, 2014, 2013 and 2012, the balance oB#rk's Mortgage Servicing Rights (“MSR'ptalec
$701,000, $4.2 million and $4.6 million, respectyvé-or the years ended December 31, 2014, 2013614, loan servicing income totaled $816,000, $Ja¢
and $538,000, respectively. The Bank evaluatesMB®& for impairment on a quarterly basis. No impannhwas recognized for the years ended Decemb
2014, 2013 and 2012. The valuation of MSR is deiteeth through a discounted analysis of future cdsid, incorporating numerous assumptions whict
subject to significant change in the near term. &gy, a decline in market interest rates will sawexpected prepayment speeds to increase resuta¢pwe
valuation for mortgage servicing rights and ultietgtiower future servicing fee income.

Delinquencies and Classified AssefEhe steps taken by the Bank with respect to deéncies vary depending on the nature of the lodmpariod of delinquenc
When a borrower fails to make a required paymena dman, the Bank takes a number of steps to Havdarrower cure the delinquency and restore tae tc
current status. The Bank sends the borrower aearitibtice of non-paymeistfter the loan is first past due. In the event paytis not then received, additio
letters and phone calls generally are made. Thé Baay offer to modify the terms or take other fatsnce actions which afford the borrower an opmitto
satisfy the loan terms. If the loan is still nobbght current and it becomes necessary for the Bartike legal action, which typically occurs aftetoan i
delinquent at least 120 days or more, the Bankasifhmence litigation to realize on the collateratjuding foreclosure proceedings against any peaperty the
secures the loan. If a foreclosure action is intd and the loan is not brought current, paidulh br an acceptable workout accommodation isagyeed upc
before the foreclosure sale, the real property rseguhe loan generally is sold at foreclosure.detosure timelines in New Jersey are among theelsing th
nation and have remained protracted over the pastal years. The Bank offers various modificafpoograms to assist borrowers with financial harpshi

The Bank'’s internal Asset Classification Committedjch is chaired by the Chief Risk Officer, revieand classifies the Barskassets quarterly and reports
results of its review to the Board. As part of thiscess, the Chief Risk Officer compiles a quartist of all criticized and classified loans aadarrative report «
classified commercial and industrial, commercial restate, multfamily, land and construction loans. The Bank dfaess assets in accordance with cer
regulatory guidelines. At December 31, 2014, thelBaad $34.9 million of assets, including all otheal estate owned (“OREQ"), classified as “Subd#ad”, no
assets classified as “Doubtful” and no assets ifiedss “Loss”. At December 31, 2013, the Bank B&6.2 million of assets classified as “Substantj&859,00(
classified as “Doubtful” and no assets classifisd'lanss”. Assets which do not currently expose the Bank féickent risk to warrant classification in one dfe
aforementioned categories but possess weaknesmbsas past delinquencies, are designated “Spiaation”. Special Mention assets totaled $19.0 millio
December 31, 2014, as compared to $5.8 millionestenber 31, 2013. The increase in Special Mensioalated to three commercial loans that were doadey
from Pass and two loans that were upgraded fronst8@nbard. In addition to internal credit reviewse Bank has engaged an independent firm speciglin
commercial loan reviews to examine a selectionamfimercial real estate and commercial and indudtréis, including all classified and Special Mentloans
and provide management with objective analysisrdigg the quality of these loans throughout thery@he independent firm reviewed more than 70%he
Company’s commercial real estate and commerciairashastrial loans during 2014. Their conclusion et the Banls internal credit reviews are consistent 1
both Bank policy and general industry practice.

The largest Substandard loan relationship consist&so commercial real estate loans to a hotelf gobl banquet facility with an outstanding balao¢e$6.t
million, criticized due to delinquent payments, tional losses and covenant violations. The borrdweer filed Chapter XI bankruptcy. The largest Splddientior
loan

is a $4.5 million commercial real estate loan &rale borrower operating several fithess/healti ¢hcilities that is current as to payments. Taedwer filed fo
Chapter XI bankruptcy relating to another bankgaleproceeding on an unrelated property.
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Nor-Accrual Loans and OREQhe following table sets forth information regamglinonaccrual loans and OREOQ. It is the policy of the IB&m cease accruil
interest on loans 90 days or more past due ordrptbcess of foreclosure. For the years ended DaeeBl, 2014, 2013 and 2012, respectively, the ainoi
interest income that would have been recognizeshamaccrual loans if such loans had continued to perfor accordance with their contractual terms
$1,630,000, $2,513,000 and $2,370,000, respectively

December 31
2014 2013 2012 2011 2010
(dollars in thousands)

Non-accrual loans

Real estate
One-to-four family $ 3,115 $28,21: $26,52: $29,23¢ $26,94¢
Commercial real estate, mi-family and lanc 12,75¢ 12,30« 11,567 10,55: 5,84¢
Consume 1,87 4,32¢ 4,54( 3,65% 4,62¢
Commercial and industrii 557 51t 74€ 567 117
Total 18,307 45,36( 43,37« 44,00¢ 37,531
OREO 4,66¢ 4,34¢ 3,21( 1,97( 2,29t
Total nor-performing asset $22,97: $49,70¢ $46,58¢ $45,97¢ $39,83:
Allowance for loan losses as a percent of totahsoa
receivable (1 0.95% 1.3%% 1.32% 1.15% 1.17%
Allowance for loan losses as a percent of totalnon
performing loans (2 89.1: 46.1¢ 47.2¢ 41.4: 52.4¢
Non-performing loans as a percent of total loans
receivable (1)(2 1.0€ 2.8¢ 2.8C 2.71 2.2¢
Non-performing assets as a percent of total
assets(2 0.97 2.21 2.0t 2.0C 1.77

(1) Total loans includes loans receivable and mortdeaes hel-for-sale.
(2) Nonr-performing assets consist of non-performing loamd OREO. Norperforming loans consist of all loans 90 days orermast due and other loans in
process of foreclosur

Non-performing loans totaled $18.3 million at Decem®&y 2014, a $27.1 million decrease from Decembe813. The decrease was primarily due to the
sale of most nomperforming residential and consumer mortgage lagitts an aggregate carrying value of $23.1 millidhe sale occurred on September 30, :
and represented 55.7% of the Bank’s non-perfornii@gs on that date. Included in the rmmerforming loan total at December 31, 2014 was $2illon of
troubled debt restructured loans, as compared 0 $dlion of troubled debt restructured loans @cBmber 31, 2013. Ngverforming troubled debt restructu
loans were also included in the bulk sale descridisal/e. Norperforming loans are now concentrated in commereial estate, which comprise 69.7% of the
at December 31, 2014. The largest pamnforming loan relationship consists of two comen@rreal estate loans to a hotel, golf and bandaeitity with ar
outstanding balance of $6.5 million. The borrowas filed Chapter XI bankruptcy.

Allowance for Loan LossesThe allowance for loan losses is a valuation antthat reflects probable incurred losses in tamnIportfolio. The adequacy of
allowance for loan losses is based on managemeng#hiation of the Comparg’past loan loss experience, known and inhereks iis the portfolio, adver:
situations that may affect the borroweedbility to repay, estimated value of any undedycollateral and current economic conditions. Aidds to the allowanc
arise from charges to operations through the pimvifor loan losses or from the recovery of amoureviously chargedff. The allowance is reduced by Ic
charge-offs. A description of the methodology usedstablishing the allowance for loan losses i@#h in the section * ManageméstDiscussion and Analy:
of Financial Conditions and Results of OperatidPritical Accounting Policies, Allowance for Loan $ses’.
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As of December 31, 2014 and 2013, the Bank’s alfmedafor loan losses was 0.95% and 1.33% respegtigéltotal loans. The Bank had non-accrlggns o
$18.3 million and $45.4 million at December 31, 2@hd 2013, respectively. The Bank will continuertonitor its allowance for loan losses as condgidittate.

The following table sets forth activity in the Baslallowance for loan losses for the periods sghfm the table.

At or for the Year Ended

2014 2013 2012 2011 2010
(dollars in thousands)
Balance at beginning of ye $20,93( $20,51( $18,23( $19,70( $14,72:
Charge-offs:
Residential real esta 6,95¢ 2,44¢ 4,67¢ 4,64: 1,95¢
Commercial real esta 32¢ — 47 2,301 324
Consume! 471 84z 2,28 1,982 73€
Commercial and industrii 78 23t 76 32z 257
Total 7,827 3,521 7,084 9,24¢ 3,27¢
Recoveries 584 1,141 1,46¢ 29 258
Net charg-offs 7,24% 2,38( 5,62( 9,22( 3,02:
Provision for loan losse 2,63( 2,80( 7,90( 7,75(C 8,00(
Balance at end of ye. $16,31" $20,93( $20,51( $18,23( $19,70(
Ratio of net charc-offs during the year to average net loans outstenduring the yee 0.45% 0.1€% 0.36% 0.57% 0.1¢%

The increase in charge-offs in 2014 was due tdbthik sale of non-performing residential and consutloans which resulted in a charg#-of $5.0 million or
these loans. Excluding the bulk sale, the ratio v&4%.

The increase in charge-offs during 2011 was primatie to the Company’s decision to modify its dewoff policy on problem loans secured by real es
Historically, the Company established specific asilon reserves for estimated losses for problemh estate related loans when the loans were de
uncollectible. The specific valuation reserves wased upon the estimated fair value of the uniterlgollateral, less costs to sell. The actual lohargeeff was
not recorded until the foreclosure process was ¢tet@pUnder the modified policy, losses on loarmused by real estate are chargdtlin the period the loans,
portion thereof, are deemed uncollectible, gengidtier the loan becomes 120 days delinquent aedent appraisal is received which reflects a teriéd shortfall
The modification to the charge-off policy resuliacadditional charge-offs in the fourth quarter 2@ $5.7 million. All of these chargeffs were timely identifie
in previous periods in the Company'’s allowanceldan losses process as a specific valuation reserdavere included in the Compasyoss experience as par
the evaluation of the allowance for loan lossexokdingly, the additional charge-offs did not affdte Companyg provision for loan losses or net income for 2
or previous periods.
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The following table sets forth the Baskpercent of allowance for loan losses to totavedince and the percent of loans to total loansah ®f the categories list
at the dates indicated (dollars in thousands).

At December 31,

2014 2013 2012 2011 2010
Percent Percent Percent Percent Percent
of Loans of Loans of Loans of Loans of Loans
Percento  in Each Percentof  in Each Percento  in Each Percento  in Each Percentof  in Each
Allowance Category Allowance Category Allowance Category Allowance Category Allowance Category
to Total to Total to Total to Total to Total to Total to Total to Total to Total to Total
Amount Allowance Loans Amount Allowance Loans Amount Allowance Loans Amount Allowance Loans Amount Allowance Loans
Residential real esta ~ $ 4,291 26.3(% 45.89% $ 4,85¢ 23.2% 49.7%% $ 5,241 25.56% 52.8% $ 5,37( 29.4% 55.9% $ 5,977 30.3%% 57.4%
Commercial real esta 8,93t 54.7¢ 37.7¢ 10,37: 49.5¢ 33.6¢ 8,931 43,57 30.6¢€ 8,47¢ 46.4¢ 29.0( 6,837 34.71 25.8(
Consume 1,14¢ 7.0z 11.57 1,36( 6.5C 12.7¢ 2,26¢ 11.0¢ 12.7¢ 1,461 8.01 12.1¢ 3,26¢ 16.57 12.2(
Commercial and industri 86° 5.2¢ 4.87 1,38:¢ 6.61 3.8t 1,34¢ 6.517 3.74 90C 4.9¢ 2.8¢ 962 4.8¢ 4.5t
Unallocatec 1,082 6.6 — 2,957 14.1% — 2,72( 13.2¢ — 2,02¢ 11.137 — 2,66( 13.5( —
Total $16,31: 100.0% _ 100.0(% $20,93( 100.0% _ 100.0(% $20,51( 100.0(% _ 100.0(% $ 18,23( 100.0% _ 100.0(% $19,70( 100.0% _ 100.00%

The reduction in the unallocated portion of thewaHnce for loan losses is due to the improved pisifile of the loan portfolio and related credit tmes, and th
lower level of uncertainty relating to future lobsses. As a result of the bulk sale of most nafiepming residential loans, the total amount of fp@rforming
loans decreased, non-performing loans as percentalfloans decreased, and the allowance for losses as a percent of total nmerforming loans increased,
compared to December 31, 2013.
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Reserve for Repurchased Loans and Loss Sharingddibins. At December 31, 2014 and 2013, the Company miagdaa reserve for repurchased loans anc
sharing obligations of $1.0 million and $1.5 milliorespectively, related to potential losses omsosold which may have to be repurchased due tolation of &
representation or warranty. As described below,réserve also includes an estimate of the Bawkligation under a loss sharing arrangement thiehFHLE
relating to loans sold into their Mortgage Parthgr$=inance (“MPF")rogram. Provisions for losses are charged to gaisale of loans and credited to the res
while actual losses are charged to the reservesdsosere $436,000, $915,000 and $252,000, respbgtfor the years ended December 31, 2014, 2082842
Included in the losses on loans repurchased alessdements in lieu of repurchases. At DecemtiePB814, there were no outstanding loan repurctepgests ¢
compared to five outstanding loan repurchase resuweth a principal balance of $1.2 million at Detdeer 31, 2013. For the year ended December 31,, 201t
new repurchase requests were received, one repserchguest was resolved at no cost to the Barde ti@purchase requests resulted in the repurchaise loan
and four repurchase requests were resolved thrawgish settlement in lieu of repurchase.

In order to estimate an appropriate reserve fonnemsed loans, the Company considers recent atatibal experience, product type and volume oénéevhole
loan sales, the general economic environment aretmated loss on repurchase requests receivatbbyet resolved.

The method used to calculate the reserve for répsed loans can generally be described as: voldheams sold multiplied by the estimated percentafeant
expected to be returned for repurchase multipliethk estimated loss percentage on loans repurdhase

A specific reserve was established for projectestds on outstanding repurchase requests. The ispesérve was based on the estimated fair valuthe
underlying collateral modified by the likelihood phyment which was estimated based on historiga¢ence.

Under the MPF program, the Bank and the FHLB skeedit risk for loans sold. The first loss positi@gual to 1% of the aggregate amount of the lami, pe
absorbed by the FHLB. The second loss positioneigaly covering the next 1.5% to 4.0% of the aggtedoan pool, is absorbed by the Bank. Loan loabest
the combination of these two thresholds are fullgaabed by the FHLB. In evaluating the loss shadhligation under the MPF program, the Bank mosititue
first loss position and the delinquency charactiegsof each MPF loan pool. Similar to the evalomtdf the allowance for loan losses, the Bank distads :
specific reserve and a general reserve. For loBnda9s or more delinquent, the Bank identifies ecHjfz reserve representing the difference betwienloar
principal balance and the fair value of the reahtescollateral, less estimated selling costs.l&ans which are less than 90 days delinquent, tekBpplies
historical loss rate, adjusted for several econdagtors, which were likely to adversely impact Benk’s loss experience. The adjusted loss rate is thétipiied
by the average life of the loan pool. The totath#f specific and general reserves, by loan poelcampared to the remaining first loss positiony Arcess los
estimate above the first loss position is inclugtethe reserve for repurchased loans and lossrghatiligations.

Management believes that the Bank has establishédhaintained the reserve for repurchased loansossdsharing obligations at adequate levels, hewduture
adjustments to the reserve may be necessary cagwtmmic, operating or other conditions beyond&aek’s control.

Investment Activities

Federallyehartered savings institutions have the authootyntvest in various types of liquid assets, inchgdiUnited States Treasury obligations, securitif
various Federal agencies, certificates of depdsitsured banks and savings institutions, bankacseptances, repurchase agreements and Federsl Suiglect t
various restrictions, Federalbhartered savings institutions may also investommercial paper, corporate debt securities and ahfitnds whose assets confc
to the investments that a Federally-chartered gaviimstitution is otherwise authorized to make ctise
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The investment policy of the Bank as establishedhey Board attempts to provide and maintain ligyidgenerate a favorable return on investmentsowi
incurring undue interest rate and credit risk, aodnplement the Bank’s lending activities. Speclficathe Banks policies generally limit investments
government and Federal agency-backed securitiesicipal securities and corporate debt obligatioftse Banks policies provide that all investment purchi
must be evaluated internally for creditworthinessl e approved by two officers (any two of the 8erWice President/Treasurer, the Executive '
President/Chief Financial Officer, and the Presif&mef Executive Officer) and must be ratified tiye Board. The Comparg/investment policy mirrors that
the Bank except that it allows for the purchaseafity securities in limited amounts.

Management determines the appropriate classificatfcecurities at the time of purchase. If thelBhas the intent and the ability at the time ofgmaise to hol
securities until maturity, they may be classifiedteeld-to-maturity. Investment and mortgage-backeclrrities identified as held-toaturity are carried at co
adjusted for amortization of premium and accretiddiscount, which are recognized as adjustmenistérest income. Securities to be held for ind&iperiod:
of time, but not necessarily to maturity are clfisdias available-for-sale. Securities availabledale include securities that management intendsé¢oas part «
its asset/liability management strategy. Such seesilare carried at estimated fair value and Uize@ gains and losses, net of related tax effeet,excluded froi
earnings, but are included as a separate compohstuckholders’ equity. Seé\lbte 3 to the Consolidated Financial Stateménts

On December 10, 2013, final rules were releasddchpdement Section 619 of the Dodd-Frank Act, comipdmown as the “Volcker Rule’The Volcker Rule
among other things, prohibits banking entities fremgaging in proprietary trading and from sponsmprihaving an ownership interest in or having ca
relationships with a hedge fund or private equityd, subject to certain exemptions. Additionallgnking entities must divest themselves of any oslmiprinteres
in or cease other prohibited relationships with €ed Funds. At December 31, 2014, the Bank wagmgéged in any activities, or did not have any agfnie ir
any funds, that are not permitted under the Vol¢kele.

Mortgagebacked Securities Mortgage-backed securities represent a participanterest in a pool of single-family or muféimily mortgages, the principal a
interest payments on which, in general, are pagsed the mortgage originators, through intermeéithat pool and repackage the participation isteria th
form of securities, to investors such as the B&uch intermediaries may be private issuers, or@gsrncluding FHLMC, FNMA and the Government Nat
Mortgage Association (“GNMA”) that guarantee theympent of principal and interest to investors. Maggbacked securities typically are issued with st
principal amounts, and the securities are backegdoys of mortgages that have loans with interatgsrthat are within a certain range and with veyynaturities
The underlying pool of mortgages can be composeditioér fixed-rate or ARM loans.

The actual maturity of a mortgadgpecked security varies, depending on when the ragdig repay or prepay the underlying mortgagesparaents of tr
underlying mortgages may shorten the life of theusgy, thereby affecting its yield to maturity atite related fair value of the mortgalgeeked security. Tt
prepayments of the underlying mortgages depend anynfactors, including the type of mortgages, tbapon rates, the age of mortgages, the geogra
location of the underlying real estate collateiatizthe mortgages, the general levels of marketrést rates, and general economic conditions. GNiwhtgage-
backed securities that are backed by assumabledtddieusing Administration (“FHA”) or Department deterans Affairs (“VA”)loans generally have a lon
life than conventional non-assumable loans undegly'HLMC and FNMA mortgageacked securities. During periods of falling modegainterest rate
prepayments generally increase, as opposed todsesfoincreasing interest rates when prepaymemterglly decrease. If the interest rate of undegyimortgage
significantly exceeds the prevailing market interemtes offered for mortgage loans, refinancingegally increases and accelerates the prepaymeiite
underlying mortgages. Prepayment experience is midfieult to estimate for adjustable-rate mortgdsmgeked securities. Prepayments on mortdaayske
securities after slowing in the second half of 2@&8elerated slightly in the first half of 2014 amere relatively unchanged in the second half df220
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The Bank has investments in mortgdgesked securities and has utilized such investntentsmplement its lending activities. The Bankdsts in a large varie
of mortgage-backed securities, including ARM, bafi@nd fixed-rate securities and all were directyured or guaranteed by either FHLMC, FNMA or GNMA

The following table sets forth the Bank’s mortgdgesked securities activities at amortized costlierperiods indicated.

For the Year Ended December 31

2014 2013 2012
(in thousands)

Beginning balanc $349,55( $323,41- $ 354,50:
Mortgage-backecsecurities purchase 35,20¢ 127,58: 89,47"
Less: Principal repaymer (57,199 (99,47°) (118,377

Amortization of premiun (1,437) (1,969 (2,199

Ending balanc $326,11° $349,55( $ 323,41

The following table sets forth certain informatioegarding the amortized cost and estimated faiwevalf the Bank’s mortgage-backedcurities at the dal
indicated.

At December 31,

2014 2013 2012
Estimated Estimated Estimated
Amortized Fair Amortized Fair Amortized Fair
Cost Value Cost Value Cost Value

(in thousands)
Mortgage-backed securitie:

FHLMC $ 141,49 $ 140,44 $ 148,75¢ $ 144,65- $ 118,29 $ 119,52!
FNMA 184,00: 187,49! 200,07( 201,12. 204,29¢ 213,30:
GNMA 62C 73¢ 721 85€ 824 1,03(
Total mortgag-backed securitie $ 326,11 $ 328,67¢ $ 349,55( $ 346,63: $ 323,41 $ 333,85

Investment SecuritiesAt December 31, 2014, the amortized cost of then@anys investment securities totaled $175.1 million, aadsisted of $106.3 million
U.S. agency obligations, $13.8 million of state andnicipal obligations, and $55.0 million of corpte debt securities. An assessment of creditwa#sirol
investment securities is performed quarterly t@daine the issuer’s continued ability to repay urtte terms of the obligation. Ratings from natibraecognize
rating organizations are but one factor in thiasment. Each of the U.S. agency obligations &eel A+ by Standard and Poor's and Aaa by Mosdy¥he stal
and municipal obligations are issued by governneetities in the State of New Jersey with curreetldrratings that are considered investment gradging fron
a high of AAA to a low of A. The corporate debt seties are issued by other financial institutiarsl consist of eleven issues with an amortized ab$65.(
million spread between eight issuers. Credit ratirange from a high of A3 to a low of Bal as rdigdne of the internationallgecognized credit rating servic
These floating-rate securities were purchased 881#hd have paid coupon interest continuously sisggance. Floatingate debt securities such as these
fixed interest rate spread over 88y LIBOR. Following the purchase of these seasitihe required credit spread increased for thygms of securities causin
decline in the market price. The Company concluthed corporate debt securities were only tempagramilpaired at December 31, 2014. In concluding the
impairments were only temporary, the Company cared several factors in its analysis. The Compastechthat each issuer made all the contractualg
payments when required. There were no defaultgiocipal or interest payments and no interest paymeere deferred. All of the financial institutowere als
considered well-capitalized. Credit spreads hawe decreased for these types of securities and rprices have improved. Based on
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managemens analysis of each individual security, the issagmsear to have the ability to meet debt servigairements over the life of the security. Furthere
the Company does not have the intent to sell thegeorate debt securities and it is more likelynthat that the Company will not be required to #edl securitie:
The Company has held the securities continuouslyes1 998 and expects to receive its full princagahaturity in 2028 or prior if called by issuelistdrically, the
Company has not utilized security sales as a soofdiuidity. The Company long range liquidity plans indicate adequate sesirof liquidity outside tt
securities portfolio.

The following table sets forth certain informatioegarding the amortized cost and estimated fainevalf the Companyg' investment securities at the d
indicated.

At December 31,

2014 2013 2012
Estimated Estimated Estimated
Amortized Fair Amortized Fair Amortized Fair
Cost Value Cost Value Cost Value

(in thousands)
Investment securitie:

U.S. agency obligatior $ 106,29- $ 106,24! $117,53: $117,70- $ 138,10! $ 139,05(
State and municipal obligatiol 13,82¢ 13,84¢ 21,78¢ 21,78¢ 25,85¢ 25,78(
Corporate debt securiti 55,00( 45,25( 55,00( 44,25( 55,00( 43,47(
Equity investment — — 6,751 8,54 4,992 5,29:
Total investment securitie $175,12; $16534. $201,07¢ $192,28¢ $223,95  $ 213,59

The table below sets forth certain information regey the amortized cost, weighted average yiell$ eontractual maturities, excluding scheduled gipial
amortization, of the Bank’s investment and mortghgekedsecurities as of December 31, 2014. Actual maasritwill differ from contractual maturities beca
borrowers may have the right to call or prepaygstions with or without call or prepayment penalti8ee “ Investment ActivitiesMortgagebacked Securitie’s

At December 31, 201«

Total
More than More than
One Year Five
One Year to Five Years to More than
or Less Years Ten Years Ten Years Estimated
Amortized Amortized Amortized Amortized Amortized Fair
Cost Cost Cost Cost Cost Value
(dollars in thousands)

Investment securitie:

U.S. agency obligatior $ 40,81 $ 6547 $ — — $ 106,29: $ 106,24¢

State and municipal obligations ( 5,81¢ 7,414 59¢€ — 13,82¢ 13,84¢

Corporate debt securities ( — — — 55,00( 55,00( 45,25(
Total investment securitie $ 46,63t $ 72,89 $ 59€ $ 55,000 $ 175,12: $ 165,34:
Weighted average yiel 0.51% 1.06% 2.69% 0.82% 0.85%
Mortgage-backecsecurities

FHLMC $ — $ — $ 2,36f $ 139,12¢ $ 141,49: $ 140,44

FNMA — — 35,33t 148,66t 184,00: 187,49:

GNMA — — — 62(C 62(C 73¢
Total mortgag-backed securitie $ — $ — $  37,70( $ 288,41 $ 326,11 $ 328,67¢
Weighted average vyiel —% —% 3.4(% 1.85% 2.02%
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(1) State and municipal obligations are reported attaxvalent yield
(2) All of the Banl's corporate debt securities carry interest ratéshnddjust to a spread over LIBOR on a quarteris

Sources of Funds

General. Deposits, repayments and prepayments of loansnamthjagebacked securities, proceeds from sales of loamestment maturities, cash flows gener
from operations and FHLB advances and other borrgsvare the primary sources of the Bank’s fundsi$erin lending, investing and for other generappses.

Deposits. The Bank offers a variety of deposit accountdiwaitrange of interest rates and terms to retailegonent and business customers. The Badkposit
consist of money market accounts, savings accoumsest-bearing checking accounts, non-intebesiring accounts and time deposits. The flow obdip i
influenced significantly by general economic coiwfis, changes in money market rates, prevailingrést rates and competition. The Ban#teposits are obtain
predominantly from the areas in which its brancfiiceé are located. The Bank relies on its commubitgiking focus, stressing customer service
long-standingelationships with its retail and business custanterattract and retain these deposits; howeverkehinterest rates and rates offered by comp
financial institutions significantly affect the Blea ability to attract and retain deposits. The Bdoes not currently use brokers to obtain deposits

At December 31, 2014, the Bank had $64.4 milliotirme deposits in amounts of $100,000 or more niraguas follows:

Weighted

Average
Maturity Period Amount Rate

(dollars in thousands)

Three months or les $10,20¢ 1.04%
Over three through six mont 8,921 1.3¢
Over six through 12 montt 9,22¢ 0.7¢
Over 12 month: 36,05: 2.4z
Total $64,41¢ 1.82%

The following table sets forth the distributiontbé Bank’s average deposit accounts and the aveatgpaid on those deposits for the periods iteita

For the Year Ended December 31

2014 2013 2012
Percent Percent Percent
of Total Average of Total Average of Total Average
Average Average Rate Average Average Rate Average Average Rate
Balance Deposits Paid Balance Deposit: Paid Balance Deposit: Paid
(dollars in thousands)
Money market deposit accout $ 113,401 6.4%% 0.06% § 122,13t 6.98% 0.1% $ 126,50: 7.35% 0.2%
Savings account 295,28¢ 16.8¢ 0.04 286,06¢ 16.3¢ 0.07 239,57¢ 13.9% 0.1t
Interes-bearing checking accour 869,38: 49.71 0.11 919,70: 52.5¢ 0.1t 939,33! 54.61 0.31
Nor-interes-bearingaccounts 257,05¢ 14.7C — 205,85! 11.75 — 170,85¢ 9.9: —
Time deposit 213,56! 12.21 1.3¢ 21547 12.3: 1.37 243,771 14.1¢ 1.62
Total average deposi $1,748,70 100.0(% 0.24%  $1,749,23 100.0(% 0.27%  $1,720,05! 100.0(% 0.4%%

Borrowings. The Bank has obtained advances from the FHLEdsh management purposes or as an alternativeatbdeposit funds and may do so in the fu
as part of its operating strategy. FHLB term adesnare also used to acquire certain other assetaybe deemed appropriate for investment purpésbsance
are
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collateralized primarily by certain of the Bank’®rtgage loans and investment and mortgage-bacleedies and secondarily by the Baskhvestment in capit
stock of the FHLB. The maximum amount that the FHuIB advance to member institutions, including Bank, fluctuates from time to time in accordandth
the policies of the FHLB. At December 31, 2014, Bank had $305.2 million in outstanding advancesifthe FHLB.

The Bank also borrows funds using securities soideun agreements to repurchase. Under this formoofotving specific U.S. Government agency an
mortgage-backed securities are pledged as collatesecure the borrowing. These pledged securitiesheld by a thirgharty custodian. At December 31, 2(
the Bank had borrowed $67.8 million through se@sisold under agreements to repurchase.

The Bank can also borrow from the Federal Resear&kB®f Philadelphia (“Reserve Bank”) under the pniyncredit program. Primary credit is availablezoshort-
term basis, typically overnight, at a rate aboveRederal Open Market Committed*ederal funds target rate. All extensions of ittegthe Reserve Bank must
secured. At December 31, 2014, the Bank had nmWings outstanding with the Reserve Bank.

Subsidiary Activities

At December 31, 2014, the Bank owned three sulr&dia OceanFirst Services, LLC, OceanFirst REITdihgs, Inc. and 975 Holdings, LLC.

OceanFirst Services, LLC was originally organized 982. In 1998, the Bank began to sell deposit investment products (annuities, mutual $uswd insuranc
under an agreement with a thipdsty marketing firm to Bank customers through thidsidiary, recognizing fee income from such saBeginning January

2014, the agreement with the thjpesty marketing firm is now directly with the BarfRFB Reinsurance, Ltd. was established in 2002samsidiary of OceanFil
Services, LLC to reinsure a percentage of the fgimeortgage insurance (“PMI”) risks on one-to-féamily residential mortgages originated by the Bank

OceanFirst REIT Holdings, Inc. was establishedd@72and acts as the holding company for OceanRisity Corp. OceanFirst Realty Corp. was estaldish
1997 and invests in qualifying mortgage loans andéhiended to qualify as a real estate investmerst,twhich may, among other things, be utilizedthg
Company to raise capital in the future.

975 Holdings, LLC was established in 2010 as a lyhmlvned service corporation of the Bank for the psgpof taking legal possession of certain reposd
collateral for resale to third parties.
Personnel

As of December 31, 2014, the Bank had 319 full-termgployees and 57 part-tireenployees. The employees are not represented dieatore bargaining unit ar
the Bank considers its relationship with its empley to be good.
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REGULATION AND SUPERVISION
General

As a savings and loan holding company, the Compsngquired by Federal law to file reports withdazomply with the rules and regulations of the FRB.
Federallyehartered savings bank, the Bank is subject tonskte regulation, examination and supervision By @CC, as its primary Federal regulator, anc
FDIC, as the deposit insurer. The Bank is a merobéne Federal Home Loan Bank System and, witheeisp deposit insurance, of the Deposit Insurdhos
managed by the FDIC. The Bank must file reporthlie OCC and the FDIC concerning its activitied financial condition in addition to obtaining rédgtory
approvals prior to consummating certain transastisimch as mergers with, or acquisitions of, otheuiied depository institutions. The OCC conductsode&
examinations to test the Bask'safety and soundness and compliance with vaniegslatory requirements. This regulation and sup®w establishes
comprehensive framework of activities in which astitution can engage and is intended primarilytfa protection of the insurance fund and depasiéod t
ensure the safe and sound operation of the Bané.r€bulatory structure also gives the regulatortha@ties extensive discretion in connection witteit
supervisory and enforcement activities and exariingiolicies, including policies with respect tetblassification of assets and the establishmeatiefuate loe
loss reserves for regulatory purposes. The degmmipiff statutory provisions and regulations apjtileato savings institutions and their holding comipa set fort
in this Form 10K does not purport to be a complete descriptiosuzh statutes and regulations and their effecth@®Bank and the Company, is subject to ch
and is qualified in its entirety by reference te #ictual laws and regulations involved.

The DoddFrank Act. The DoddFrank Act significantly changed the bank regulatstsucture and affects the lending, deposit, inmesit, compliance ai
operating activities of financial institutions atfteir holding companies. The Doddank Act requires various Federal agencies to addpgroad range of ne
implementing rules and regulations, and to preparaerous studies and reports for Congress. Ther&leaigencies are given significant discretion iafting the
implementing rules and regulations, and consequemihny of the details and much of the impact efBtodd-Frank Act is not yet known.

The Dodd-Frank Act created the Consumer Financee®don Bureau (“CFPB"ith broad powers to supervise and enforce consyomaection laws. The CFF
has broad rulenaking authority for a wide range of consumer prtite laws that apply to all banks and savingsitusons, including the authority to prohi
“unfair, deceptive or abusivedcts and practices. The CFPB has examination afelcement authority over all banks and savingsitinsdns with more than $:
billion in assets. Savings institutions such asBhak with $10 billion or less in assets will conté to be examined for compliance with the consuewes by thei
primary bank regulators (the OCC in the case oBthek), although the CFPB will have back-up autiyosiver such institutions. The Dod&tank Act also weake
the Federal preemption rules that have been ajndidar national banks and Federal savings assocg&gtand gives state attorney generals the abditgnforc:
Federal consumer protection laws.

Additionally, the DoddFrank Act includes a series of provisions coveringrtgage loan origination standards affecting, agnather things, originat
compensation, minimum repayment standards and ymegas. The Doddrrank Act requires originators to make a reasonabtégood faith determination ba
on documented information that a borrower has aomable ability to repay a particular mortgage loaer the long term. If the originator cannot m#es
standard, the burden is on the lender to demoestinat appropriateness of its policies and the gtreaf its controls. The DodHrank Act contains an except
from this Ability-To-Repay rule for “Qualified Mogages”. A rule issued by the CFPB in January 2013, andctife January 10, 2014, sets forth spe
underwriting criteria for a loan to qualify as a&itied Mortgage. The criteria generally excludans that (1) are interestily, (2) have excessive upfront point:
fees, or (3) have negative amortization featurefipbn payments, or terms in excess of 30 yearshél defined as an Ability-T&epay Qualified Mortgage, t
underwriting criteria also impose a maximum debintmme ratio of 43%, based upon documented ariflal®e information. If a loan meets these criteaiad i
not a “higher priced loan” as defined in FRB regjolas, the CFPB rule establishes a safe harboreptewg a consumer from asserting the failure of the

20



Table of Contents

originator to establish the consumer’s Ability-Teqy. Additionally, conforming fixed-rate loans i debt-tancome ratio greater than 43% would also qu
as an Ability-ToRepay Qualified Mortgage based upon an automateddpproval from one of the government sponsorettigage entities. However, a consu
may assert the lender’s failure to comply with &islity-To-Repay rule for all residential mortgagans other than Qualified Mortgages. SBésk Factors- The
DoddFrank Act imposes new obligations on originatorsesidential mortgage loans, such as the Bank

The Dodd-Frank Act also directed the FRB to isaules to limit debiteard interchange fees (the fees that issuing beh#igge merchants each time a consi
uses a debit card) collected by banks with asse$l© billion or more. On June 29, 2011, the FR8uexd a final rule which would cap an issuer’'s debit
interchange base fee at twemtye cents ($0.21) per transaction and allow antiaddi 5 basis point charge per transaction to céraid losses. The FRB a
issued an interim final rule that allows a frauevention adjustment of one cent ($0.01) per #etisn conditioned upon an issuer adopting effecfrauc
prevention policies and procedures. The rules wéfiective October 1, 2011. The Bank's average aftenge fee per transaction is fodye cents ($0.41). T
Dodd-Frank Act exempts from the FRBfule banks with assets less than $10 billionhsagthe Bank. Although exempt from the rule, maf&eces in futur
periods may result in reduced fees charged bysallérs, regardless of asset size, which may resuttduced revenues for the Bank. For the yeard
December 31, 2014, the Bank’s revenues from intargh fees was $2.9 million, no change from 2013.

The Dodd-Frank Act requires publicly-traded comeanio give stockholders a non-binding vote on etveglcompensation and so-called “golden parachute”
payments, and allow greater access by sharehdiolén® company proxy material by authorizing the SEC to promtdgailes that would allow stockholders
nominate their own candidates using a compsarproxy materials. The legislation also directs Hezleral banking agencies to promulgate rules pitirng
excessive compensation paid to bank executiveardégss of whether the company is publicly tradéte rules prohibit incentivbased compensation that wc
encourage inappropriate risks by providing excessimpensation or that would expose the bank fopiregoriate risks by providing compensation thatlddeac

to a material financial loss.

On December 10, 2013, final rules were releasadchpement Section 619 of the Dodd-Frank Act, comipdmown as the “Volcker Rule’The Volcker Rule
among other things, prohibits banking entities fremgaging in proprietary trading and from sponggprihaving an ownership interest in or having ca
relationships with a hedge fund or private equityd, subject to certain exemptions. Additionallgnking entities must divest themselves of any oslmiprinteres
in or cease other prohibited relationships with €ed Funds. At December 31, 2014, the Bank wagmgéged in any activities, or did not have any agfnie ir
any funds, that are not permitted under the Vol¢kele.

It is still uncertain how full implementation of dpromulgation of rules under the Dodd-Frank Adt| affect the Bank.

Holding Company Regulation

The Company is a nondiversified unitary savings Bvah holding company within the meaning of Fedéaal. Generally, a unitary savings and loan hol
company, such as the Company, is not restrictéd te types of business activities in which it nemgage, provided that the Bank continues to headifigd thrift
lender (“QTL"). See “ Federal Savings Institutioedilation— QTL Test”. The Gramm-LeaclBliley Act of 1999 provides that no company may w@og control o
a savings association after May 4, 1999 unlessgages only in the financial activities permitted financial holding companies or for multiple says and loa
holding companies as described below. Further@renm-LeactBliley Act specifies that existing savings and Idasiding companies may only engage in ¢
activities. The Gramm-LeacBliley Act, however, grandfathered the unrestricéedhority for activities with respect to unitagvings and loan holding compar
existing prior to May 4, 1999, such as the Companylpng as the Bank continues to comply with tfié @st. The Company
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qualifies for the grandfather provision. Upon amnisupervisory acquisition by the Company of anotlairgys institution or savings bank that meets thé @s
and is deemed to be a savings institution, the Gmyppvould become a multiple savings and loan hgldiompany (if the acquired institution is held aseaarat
subsidiary) and would generally be limited to aitié¢ permissible for bank holding companies urSlection 4(c)(8) of the Bank Holding Company Act.

A savings and loan holding company is prohibitexfr directly or indirectly, acquiring more than S$fethe voting stock of another savings institutmmsaving
and loan holding company without prior written apyal of the FRB and from acquiring or retaining tohof a depository institution that is not insdrby the
FDIC. In evaluating applications by holding commemnito acquire savings institutions, the FRB considke financial and managerial resources and d
prospects of the company and institution involvidy effect of the acquisition on the risk to thepalgt insurance funds, the convenience and needke
community and competitive factors.

Holding Company Capital Requirementt/nder the Doddrrank Act, the FRB is authorized and directed tmldish capital requirements for savings and
holding companies. These capital requirements rhastountercyclical so that the required amount ayital increases in times of economic expansior
decreases in times of economic contraction, cardistith safety and soundness. Savings and loatingotompanies will also be required to serve aswce ¢
financial strength for their depository institutisnbsidiaries. Within five years after enactmemé, DoddFrank Act requires the FRB to apply to savings kaat
holding companies, consolidated capital requiresi¢hat are no less stringent than those appliedefmsitory institutions as of May 19, 2009. Undeest
standards, trust preferred securities will be edetlifrom Tier 1 capital unless such securities viesaed prior to May 19, 2010 by a bank or saviagd loau
holding company with less than $15 billion in asséike the Company. In addition to these changasdated by the DodBrank Act, the capital requireme
applicable to all depository institutions and defwoyg institutions holding companies will be enhadcdue to the implementation of the Basel Ill adc@ee “
Federal Savings Institution RegulatieiCapital Requirements

The FRB has issued a policy statement regardingalyenent of dividends and the repurchase of shafreemmon stock by bank holding companies and ga
and loan holding companies. In general, the pgbicyvides that dividends should be paid only outwfent earnings and only if the prospective rdteasning:
retention by the holding company appears consiskgtit the organizatiors capital needs, asset quality and overall findnmadition. Regulatory guidan
provides for prior regulatory review of capital tisutions in certain circumstances such as whieeecompanys net income for the past four quarters, n
dividends previously paid over that period is irfigignt to fully fund the dividend or the compasybverall rate of earnings retention is inconsisteith the
companys capital needs and overall financial conditione Tbility of a holding company to pay dividends mizgy restricted if a subsidiary bank beco
undercapitalized. The policy statement also stdtasa holding company should inform the FRB sujsery staff prior to redeeming or repurchasing cam
stock or perpetual preferred stock if the holdingnpany is experiencing financial weaknesses dreifrepurchase or redemption would result in a egction, a
of the end of the quarter, in the amount of susfriments outstanding compared with the beginnfrtgeoquarter in which the redemption or repurchasaurrec
These regulatory policies may affect the abilitylef Company to pay dividends, repurchase sharesmifon stock or otherwise engage in capital distions.

Acquisition of the CompanyUnder the Federal Change in Bank Control Act (@28) and applicable regulations, a notice must be suedcib the FRB if ar
person (including a company), or group acting inaast, seeks to acquire 10% or more of the Comgaoytstanding voting stock, unless the FRB hasdaha
the acquisition will not result in a change of gohiof the Company. Under CBCA, the FRB has 60 dagm the filing of a complete notice to act, tadimtc
consideration certain factors, including the finah@and managerial resources of the acquirer apdatititrust effects of the acquisition. Any company tke
acquires control would then be subject to regutatie a savings and loan holding company.
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Federal Savings Institution Regulation

Business Activities The activities of Federal savings institutions governed by Federal law and regulations. These &énd regulations delineate the nature
extent of the activities in which Federal savingsks may engage. In particular, many types of tepduthority for Federal savings banks, .e.gommercial, non-
residential real property loans and consumer loareslimited to a specified percentage of the tastin’s capital or assets.

Capital RequirementsCapital regulations require savings institutibmsneet three minimum capital standards: a 1.5%ilée capital ratio, a 4% Tier 1 lever:
ratio (3% for institutions receiving the highestimg on the regulatory examination rating systerm wahich are not experiencing significant growthyl@m 8% risk-
based capital ratio. In addition, the prompt cdivecaction standards discussed below also estafvlisimum capital standards. The regulations adsmire that, i
meeting the tangible, leverage and risk-basaguital standards, institutions must generally dedtwestments in and loans to subsidiaries engagedtivities a
principal that are not permissible for a natiorahk.

The risk-basedapital standard for savings institutions requitesmaintenance of core and total capital (whiatheiined as core capital and supplementary ca
to risk-weighted assets of at least 4% and 8%, ecsmly. In determining the amount of risk-weighteassets, all assets, including cer
off-balance-sheet activities, are multiplied byiskiweightfactor of 0% to 100%, assigned by the regulatioaseld on the risks believed inherent in the tyy
asset. Core capital is defined as common stockisildquity (including retained earnings), certain nanalative perpetual preferred stock and relatedlssr@nt
minority interests in equity accounts of consoledhsubsidiaries less intangibles other than certengage servicing rights and credit card relafops. Th
components of supplementary capital currently ideleertain capital instruments that do not quadiycore capital, the allowance for loan lossestdichto «
maximum of 1.25% of risk-weighted assets and up5% of unrealized gains on available-&ate equity securities with readily determinabie ¥alues. Overal
the amount of supplementary capital included at @fatotal capital cannot exceed 100% of core @hpithe OCC has authority to establish individuahimum
capital requirements in cases where it is deterdhihat a particular institution’s capital levelasmay become, inadequate in light of the circumsta involved.

In July 2013, the FDIC and the other Federal bagulatory agencies issued a final rule that wilise their leverage and risdkased capital requirements and
method for calculating riskeighted assets to make them consistent with agreenthat were reached by the Basel Committee akiBg Supervision and cert:
provisions of the Dodd-Frank Act. Among other ttinghe rule establishes a new common equity Tieririmum capital requirement (4.5% of rigkeightec
assets), increases the minimum Tier 1 capitalsio-based assets requirement (from 4% to 6% ofwisighted assets) and assigns a higher risk weldti%) tc
exposures that are more than 90 days past due @namonaccrual status and to certain commercihlestate facilities that finance the acquisitideyelopment ¢
construction of real property. The final rule atlequires unrealized gains and losses on certa@ilébte-for-sale’securities holdings to be included for purpose
calculating regulatory capital unless a one-timeag is exercised. Additional constraints will alse imposed on the inclusion in regulatory capifainortgag
servicing assets, deferred tax assets and minatayests. The rule limits a banking organizatsocapital distributions and certain discretionaoyis payments
the banking organization does not hold a “capiteiservation buffer” consisting of 2.5% of commonigég Tier 1 capital to riskweighted assets in addition to
amount necessary to meet its minimum tisised capital requirements. The final rule becoefiestive for the Bank on January 1, 2015. The tehpibnservatio
buffer requirement will be phased in beginning dayu, 2016 and ending January 1, 2019, when thedpital conservation buffer requirement will &#ective.
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The following table presents the Bank’s capitalifios at December 31, 2014. The Bank exceededf & @apital requirements at that date.

Capital
Required
Actual Required Excess Actual
Capital Capital Amount Percent Percent
(dollars in thousands)
Tangible $223,57: $ 35,46¢ $188,10¢ 9.4€% 1.5(%
Tier 1 leverage 223,57: 94,57 129,00( 9.4¢€ 4.0C
Tier 1 risk-basec 223,57 63,66 159,91( 14.0¢ 4.0C
Total risk-basec 239,94( 127,32! 112,61! 15.0¢ 8.0C

Under OCC regulations, an institution shall be deéno be well-capitalized if it has total risk-bdsmapital of 10.0% or more, a Tier 1 riblsed capital ratio
6.0% or more, a Tier 1 leverage capital ratio @6.or more and if it is not subject to any writ@greement, order or capital directive to meet amihtain
specific capital level for any capital measure. dératilaw authorizes the OCC to reclassify a weelbitalized institution as adequately capitalizecomply witt
supervisory actions as if it were in the next lowategory. The Bank is considered well-capitaliae®ecember 31, 2014.

Insurance of Deposit AccountdDeposit accounts at the Bank are insured by tpoBit Insurance Fund (“DIF9f the FDIC. The Bank is therefore subjec
FDIC deposit insurance assessments which are deextrasing a risk-based system.

On February 7, 2011 the FDIC approved a final thigt changes the assessment base from domestisitdefupaverage assets minus average tangibleyg
adopts a new largeank pricing assessment scheme, and sets a targdosthe DIF. The changes were effective begigniith the second quarter of 2011. "
rule finalizes a target size for the DIF at 2% mdured deposits. It also implements a lower assa#smte schedule when the fund reaches 1.15%hétcathe
average rate over time should be about 8.5 bagmspand, in lieu of dividends, provides for a kmrate schedule when the reserve ratio reachearZb@.5%
The rule lowers overall assessment rates in oalgeherate the same approximate amount of revemder the new larger base as was raised under dhieask
The assessment rates in total would be betweear2l® basis points on the broader base for bantkeilowest risk category, and 30 to 45 basis pdimt banks i
the highest risk category. Deposit accounts angrétsby the FDIC generally up to a maximum of $280,per separately insured depositor.

The FDIC may terminate the insurance of an institlis deposits upon a finding that the institution Bagaged in unsafe or unsound practices, is in aafaro
unsound condition to continue operations or hakated any applicable law, regulation, rule, ordecendition imposed by the FDIC. The managemenhefBanl
does not know of any practice, condition or vialatthat might lead to termination of deposit insuwe

In addition to the FDIC assessments, the Finan€Ciaigooration, formed in the 1980s to recapitalize filvmer Federal Savings and Loan Insurance Caiiparas
authorized to impose and collect, through the FCd€sessments for anticipated payments, issuante aod custodial fees on bonds issued by the Fing
Corporation. The bonds issued by the Financing @aitpn are due to mature in 2017 through 2019.

The total expense incurred in 2014 and 2013 fod#posit insurance assessment and the Financimmp@ion payments was $1.7 million for each year.

Loans to One Borrower Federal law provides that savings institutions generally subject to the limits on loans to onerdwer applicable to national ban
Subject to certain exceptions, a savings institutiay not make a loan or extend credit to a singlelated group of borrowers in excess of 15%otinimpaire
capital and surplus. An additional amount may b, lequal to 10% of unimpaired capital and surpifisecured by specified readily-marketablglateral. A
December 31, 2014, the Bank’s limit on loans to bagower was $33.5 million and the largest loapasure to a single borrower was $19.0 million.
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Qualified Thrift Lender Test The Home Owners Loan Act requires savings irn#ins to meet a qualified thrift lender test. Untie test, a savings associatio
required to either qualify as a “domestic buildiagd loan association” under the Internal RevenueéeGm maintain at least 65% of its “portfolio asédtotal
assets less: (1) specified liquid assets up to @Dfidtal assets; (2) intangibles, including goodivahd (3) the value of property used to condudifess) in certa
“qualified thrift investments” (primarily resideadi mortgages and related investments, includintatemortgagesacked securities) in at least nine months o
each 12 month period. Additionally, education lgamedit card loans and small business loans maybsidered “qualified thrift investments”.

A savings institution that fails the qualified ttiriender test is subject to certain operatingrietgdns and may be required to convert to a bamirter. As ¢
December 31, 2014, the Bank met the qualifiedttheifder test with a ratio of qualified thrift instenents to portfolio assets of 82.3%.

Limitation on Capital Distributions Applicable regulations impose limitations upon edipital distributions by a savings institution, lirding cash dividend
payments to repurchase its shares and paymentateh®lders of another institution in a cash+oetger. Under the regulations, an application tthe approvi
of the OCC, is required prior to any capital disfition if the institution does not meet the crigefor “expedited treatmentif applications under the regulatic
(i.e., generally, examination ratings in the two topegaties), the total capital distributions for tledendar year exceed net income for that year pleismount ¢
retained net income for the preceding two yeas,jrititution would be undercapitalized followirtgetdistribution or the distribution would otherwise contrar
to a statute, regulation or agreement with the OE@n application is not required, the institutiomust still provide prior notice to the FRB of tleapita
distribution if, like the Bank, it is a subsidiaof a holding company. In the event the Bankapital fell below its regulatory requirementstioe FRB or OC!
notified it that it was in need of more than norrsapervision, the Ban&'ability to make capital distributions could bstrigted. In addition, the FRB or OCC co
prohibit a proposed capital distribution by anytitosion, which would otherwise be permitted by tiegulation, if the FRB or OCC determine that sdidtributior
would constitute an unsafe or unsound practicthdfFRB or OCC objects to the Baskiotice to pay a dividend to the Company, the Gompmay not have tl
liquidity necessary to pay a dividend in the futupay a dividend at the same rate as historicadlig,pbe able to repurchase stock, or to meet cudeh
obligations. In addition, capital requirements magelicable to the Company as a result of the Dieidohk Act and Basel Il may limit the Compasyability tc
pay dividends or repurchase stock in the future.

AssessmentsSavings institutions are required to pay assessrterfund regulatory operations. The assessmeais,gn a semi-annudlasis, are based upon
institution’s total assets, including consolidatedbsidiaries as reported in the Bank’s latest guartegulatory report, as well as the institut@mnégulatory ratin
and complexity component. The assessments paidebBank for the years ended December 31, 2014 @8l ttaled $456,000 and $450,000, respectively.

Transactions with Related Partie$he Bank’s authority to engage in transactionth affiliates” ( e.g ., any company that controls or is under commortrot
with an institution, including the Company andritsn-savingsnstitution subsidiaries) is limited by Federal lalihe aggregate amount of covered transactions
any individual affiliate is limited to 10% of theapital and surplus of the savings institution. Hugregate amount of covered transactions withffillates is
limited to 20% of the savings institutiantapital and surplus. Certain transactions wititis@es are required to be secured by collateran amount and of a ty
described in Federal law. The purchase of low tualssets from affiliates is generally prohibitdthe transactions with affiliates must be on termd ande
circumstances, that are at least as favorableetanstitution as those prevailing at the time fomparable transactions with naiffiliated companies. In additic
savings institutions are prohibited from lendingatoy affiliate that is engaged in activities theg aot permissible for bank holding companies aadsaving
institution may purchase the securities of anyliafé other than a subsidiary.
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Federal Home Loan Bank System

The Bank is a member of the Federal Home Loan B&ydtem, which consists of 12 regional FHLBs. EaktiB provides member institutions with a cen
credit facility. The Bank, as a member of the FHNB-is required to acquire and hold shares of captteck in that FHLB in an amount at least equad 20% o
mortgagerelated assets and 4.5% of the specified valueedfin transactions with the FHLB. The Bank wascampliance with this requirement with
investment in FHLB-NY stock at December 31, 2014b8.2 million.

Federal Reserve System

The Federal Reserve Board regulations require deppénstitutions to maintain reserves againstrttransaction accounts (primarily interdstaring checking ai
regular checking accounts). The regulations gelyepabvide that reserves be maintained againsteggge transaction accounts as follows: a 3% regatie is
assessed on net transaction accounts up to andling!$89.0 million; a 10% reserve ratio is applagbve $89.0 million. The first $13.3 million ofh@rwise
reservable balances (subject to adjustments biFi&) are exempt from the reserve requirements.arheunts are adjusted annually. The Bank compliés tvé
foregoing requirements. For 2015, the FRB hasteeB% reserve limit at $14.5 million and the exdopat $103.6 million.

26



Table of Contents

FEDERAL AND STATE TAXATION
Federal Taxation

General. The Company and the Bank report their income aalandar year basis using the accrual method @fueating, and are subject to Federal inc
taxation in the same manner as other corporatidatis seme exceptions, including particularly the Banreserve for bad debts discussed below. The folly
discussion of tax matters is intended only as ansam and does not purport to be a comprehensiverigéen of the tax rules applicable to the Banktioe
Company. The Bank has not been audited by thenRSer 10 years. For its 2014 taxable year, thekBasubject to a maximum Federal income tax ra&5eo.

Corporate Alternative Minimum Tax The Internal Revenue Code of 1986, as amended“@de”) imposes a tax on alternative minimum taxable inc
(“AMTI") at a rate of 20%. Only 90% of AMTI can be offset st operating loss carryovers of which the Bankently has none. AMTI is increased by
amount equal to 75% of the amount by which the Bamkljusted current earnings exceeds its AMTI (datexd without regard to this preference and pra
reduction for net operating losses). The Bank cm¢®xpect to be subject to the AMTI.

Dividends Received Deduction and Other Matterse Company may exclude from its income 100%ivitlénds received from the Bank as a member of#ma¢
affiliated group of corporations. The corporateidiénds received deduction is generally 70% in #eef dividends received from unaffiliated corpiorss witk
which the Company and the Bank will not file a aglidated tax return, except that if the Companyher Bank own more than 20% of the stock of a cator
distributing a dividend then 80% of any dividendseived may be deducted.

State and Local Taxation

New Jersey Taxatio. The Bank files New Jersey income tax returns. IRew Jersey income tax purposes, the Bank is sutijea tax rate of 9% of taxal
income. For this purpose, “taxable inconggnerally means Federal taxable income, subjecéttimin adjustments (including addition of interiegtome on sta
and municipal obligations).

The Company is required to file a New Jersey incaaxereturn because it does business in New JeFseyNew Jersey tax purposes, regular corporatwe
presently taxed at a rate equal to 9% of taxalderme. However, if the Company meets certain reqérds, it may be eligible to elect to be taxed &ew Jerse
Investment Company at a tax rate presently equaueia% (40% of 9%) of taxable income.

OceanFirst REIT Holdings, Inc. files a New Jersegome tax return which includes income earned bga@Eirst REIT Holdings, Inc. and by OceanFirst Bt
Corp. OceanFirst REIT Holdings, Inc. qualifies dsea Jersey Investment Company and is taxed degrasently equal to 3.60% of taxable income.

Delaware Taxation As a Delaware holding company not earning incom®elaware, the Company is exempted from Delaveangorate income tax but
required to file an annual report with and pay anual franchise tax to the State of Delaware.
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Item 1A. Risk Factors

A downturn in the local economy or in local realags values could hurt profitsMost of the Banls loans are secured by real estate and are médmtertowers il
Ocean, Monmouth, Middlesex and Mercer Counties, Nexgey and the surrounding areas. As a resuliotoncentration, a downturn in the local econawoyic
cause significant increases in npaforming loans, which could hurt profits. A downt in the local economy or a decline in real estatlues could increase
amount of norperforming loans and cause residential and commlenodrtgage loans to become inadequately collatexdl which could expose the Bank 1
greater risk of loss.

Future natural disasters or hurricanes, or inceessdlood insurance premiums could adversely affsset guality and earningdhe Banks trade area includ
counties in New Jersey with extensive coastal regidhese areas may be vulnerable to flooding leeradamage from future storms or hurricanes. Thisab
may be as bad as, or worse than, that sufferesh@stiperstorm Sandy in 2012. Further storms likg #ithough rare, could negatively impact the Canyx
results of operations by disrupting operations easely impacting the ability of the Compasyjorrowers to repay their loans, damaging cobter reducing th
value of real estate used as collateral.

In response to the Biggewtaters Flood Insurance Return Act of 2012, the Fddemergency Management Agency is making changélet way the Nation
Flood Insurance Program is run, including modifyingurance rates to reflect marketsed flood risk. While legislative initiatives arerrently delaying certa
rate changes, it is possible that premium ratelsingtease over time for some of the Compariyorrowers. These increases may reduce real estats or impa
borrowers’ ability to maintain adequate flood irmure coverage, which may, in turn, adversely impaotowers ability to repay their loans.

Increased emphasis on commercial lending may exihesBank to increased lending riskAt December 31, 2014, $733.9 million, or 42.6%the Banks tota
loans consisted of commercial real estate, nfiaitily and land loans, and commercial and indulskoians. This portfolio has grown in recent yeans ¢he Ban
intends to continue to emphasize these types didgn These types of loans may expose a lendere@atey risk of non-payment and loss than ontsto-family
residential mortgage loans because repayment dbéms often depends on the successful operatitimegproperty and the income stream of the borrew@ucl
loans typically involve larger loan balances taggnborrowers or groups of related borrowers comgpan one-to-four family residential mortgage laans

The extended foreclosure timeline could continuadwersely impact the Batskrecoveries on neperforming loans Over the past few years, foreclosure timel
have lengthened due to, among other reasons, detageiated with the significant increase in thaiber of foreclosure cases and issues with forecdogalicie:
at several large mortgage loan servicers. Thesgyslalere the result of the economic crisis, add#icconsumer protection initiatives related to theeclosur
process, increased documentary requirements ardigudcrutiny, and, both voluntary and mandatompgsams under which lenders may consider
modifications or other alternatives to foreclosurbe issues at the largest mortgage loan servacetghe potential legal and regulatory responsekldmpact th
foreclosure process and completion time of foradles for residential mortgage lenders more broaghich may result in a material adverse effect oftatera
values and the Bank’s ability to minimize its loss€he foreclosure process in New Jersey remaitsaoted which delays the Company’s ability to fesamon-
performing loans through the sale of the underlyatiateral.

The DoddFrank Act imposes new obligations on originatorgesfidential mortgage loans, such as the BaAkiong other things, the Dodelank Act require
originators to make a reasonable and good faitera®tation based on documented information thabmolwer has a reasonable ability to repay a pasi
mortgage loan over the long term. If the originatannot meet this standard, the burden is on tideleto demonstrate the appropriateness of itgipsliand th
strength of its controls. The Dodd-Frank Act consaan exception from this Ability-To-Repay rule ftpualified Mortgages”A rule issued by the CFPB
January 2013, and effective January 10, 2014 fegtsspecific underwriting criteria for a loan goalify as a Qualified Mortgage. The

28



Table of Contents

criteria generally exclude loans that (1) are ieseonly, (2) have excessive upfront points or feeg3pthave negative amortization features, balloaynpents, ¢
terms in excess of 30 years. To be defined as alityAbo- Repay Qualified Mortgage, the underwriting critegigo impose a maximum debt to income rati
43%, based upon documented and verifiable infoomaltif a loan meets these criteria and is not gitér priced loanas defined in Federal Reserve regulati
the CFPB rule establishes a safe harbor prevergirgpnsumer from asserting the failure of the odfin to establish the consumer’'s Ability-Repay
Additionally, conforming fixed-rate loans with alitetio-income ratio greater than 43% would also ifpals an Ability-ToRepay Qualified Mortgage based u
an automated loan approval from one of the govemiraponsored mortgage entities. However, a consumagr assert the lendsrfailure to comply with tF
Ability-To-Repay rule for all residential mortgatgans other than Qualified Mortgages.

Although the majority of residential mortgages ditally originated by the Bank would be considei@dalified Mortgages, the Bank currently origini
residential mortgage loans that do not qualify.aeesult of the Ability-toRepay rules, the Bank may experience decreasedjagertioan origination volurr
increased compliance costs, loan losses, litigattated expenses and delays in taking title tbestate collateral in a foreclosure proceedinpése loans do n
perform and borrowers challenge whether the Batikfial the Ability-To-Repay rule upon originatitige loan.

The Banks allowance for loan losses may be inadequate, hwbiuld hurt the Compafhy earnings The Bank$ allowance for loan losses may prove t
inadequate to cover actual loan losses and if tekBs required to increase its allowance, curearhings may be reduced. The Bank provides forfss
reserving what it believes to be an adequate antouattsorb any probable incurred losses. A “chaffiereduces the Bank’' reserve for possible loan losses. |1
Bank’s reserves were insufficient, it would be riegd to record a larger reserve, which would redeemaings for that period.

Changes in interest rates could adversely affesili® of operations and financial conditioihe Banks ability to make a profit largely depends on meeties
income, which could be negatively affected by clen interest rates. The interest income earnethtenestearning assets and the interest expense pe
interest-bearing liabilities are generally fixed #ocontractual period of time. Interest-bearirabplilities generally have shorter contractual méesithan interest-
earning assets. This imbalance can create signifiearnings volatility, because market interestsathange over time. In a period of rising interast¢s, th
interest income earned on interest-earning assa&ysnot increase as rapidly as the interest paidtenest-bearing liabilities.

In addition, changes in interest rates can affeetaverage life of loans and mortgdggeked securities. A reduction in interest ratassea increased prepayme
of loans and mortgageacked securities as borrowers refinance their iet#duce their borrowing costs. This createsviestment risk, which is the risk that
Bank may not be able to reinvest the funds frontefaprepayments at rates that are comparable toaties earned on the prepaid loans or mortdegie(
securities. Conversely, an increase in interessrgénerally reduces prepayments. Additionallyreases in interest rates may decrease loan demdfat anake
more difficult for borrowers to repay adjustableeréans.

Changes in interest rates also affect the currstinated fair value of the interesi&rning securities portfolio. Generally, the vabfesecurities moves invers:
with changes in interest rates. Unrealized netelessn securities available-feale are reported as a separate component of edaitthe extent interest ra
increase and the value of the available-for-saté@m decreases, stockholders’ equity will be arbely affected.

Changes in the fair value of securities may rediioekholdersequity and net incomeAt December 31, 2014, the Company maintainedcargtees portfolio o
$489.2 million, of which $19.8 million was classifi as available-for-sale. The estimated fair valithe available-fosale securities portfolio may increass
decrease depending on the credit quality of theedyithg issuer, market liquidity, changes in intreates and other factors. Stockholdeity is increased
decreased by the amount of the change in the uredadain or loss (difference between the estimé@dvalue and the amortized cost) of the avaédr-sale
securities portfolio,
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net of the related tax expense or benefit, undercdiegory of accumulated other comprehensive iec@oss). Therefore, a decline in the estimatedviaiue o
this portfolio will result in a decline in reportatbckholdersequity, as well as book value per common share.dBeeease will occur even though the securitie
not sold.

The Company conducts a periodic review and evanatf the complete securities portfolio to deternihthe decline in the estimated fair value of @egurit)
below its cost basis is other-thtamporary. Factors which are considered in theyaislnclude, but are not limited to, the sevestyd duration of the decline
estimated fair value of the security, the financiahdition and neaterm prospects of the issuer, whether the declppears to be related to issuer conditior
general market or industry conditions, the interd ability to retain the security for a period imhé sufficient to allow for any anticipated recoyén fair value an
the likelihood of any near-term fair value recovedfysuch decline is deemed to be other-themporary, the security is written down to a newtdmasis and tt
resulting loss is charged to earnings as a comparieron-interest income.

At December 31, 2014, the securities portfolio uiedd corporate debt securities issued by nationdlragional banks. The portfolio consisted of ete®.(
million issues spread among eight issuers. At Démgr31, 2014, the securities had a book value BfGsBillion and an estimated fair value of $45.3lion. The
Company may be required to recognize an other-thianporary impairment charge related to these si#siif circumstances change.

The Bank may be required to repurchase mortgagesifia a breach of representations and warrantieieh could harm the Comparsyearnings The Compan
enters into loan sale agreements with investorthénnormal course of business. The loan sale agmetsgenerally require the repurchase of certaim:s
previously sold in the event of a violation of wars representations and warranties customary tontrégage banking industry. FNMA, FHLMC and inves
continue to carefully examine loan documentatiordelinquent loans with the goal of increasing theant of repurchases by the loan originator. Tipeimrehase
mortgage loans could typically only be resold aignificant discount to the unpaid principal baknthe Company maintains a reserve for repurchiset
however, if repurchase activity is significant, tieserve may need to be increased to cover acssgs$ which could harm future earnings.

The Company and the Bank operate in a highly régdlanvironment and may be adversely affected byp@és in laws and requlation$he Company is subje
to examination and regulation by the FRB. The Bandubject to extensive regulation, supervision examination by the OCC, its primary Federal retguaanc
by the FDIC, as insurer of deposits. Such reguliadiod supervision governs the activities in whinhrestitution and its holding company may engageg@aton
authorities have extensive discretion in their svigery and enforcement activities, including theposition of restrictions on operations, the cléssiion of asse
and determination of the level of the allowance lt@n losses. The purpose of the laws and regukatibat govern the Company and the Bardperations a
designed for the protection of depositors and thtdip, but not the Company’s stockholders.

In July of 2010, the Dodd-Frank Act was enactece TioddFrank Act is a broad legislative initiative thatsignificantly changing the bank regulatory strue
and affecting the operating activities of finanadiastitutions and their holding companies. Undez toddfrank Act, the OCC, which is the primary Fed
regulator for national banks, became the primamyeFa regulator for Federal thrifts such as thekBand the FRB now supervises and regulates alhgawvan
loan holding companies, including the Company. diditon, the Dodd-rank Act created the CFPB with broad powers toestipe and enforce consur
protection laws. The CFPB has broad miaking authority for a wide range of consumer ptio® laws that apply to all banks and savingsitusons, including
the authority to prohibit “unfair, deceptive or @bte” acts and practices.

The Dodd-Frank Act also directed the FRB to isaues to limit debiteard interchange fees, (the fees that issuing beh&sge merchants each time a consi
uses a debit card) collected by banks with as$ekd @ billion or more. Although exempt from thidepmarket forces in future periods, may resuiteduced fee
charged by all issuers, regardless of asset siziehwnay result in reduced revenues for the Bank tlffe year ended December 31, 2014, the Bardvenues fro
interchange fees was $2.9 million, no change from32 See “ Requlation and Supervision, General, OdddFrank Act”.
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In July 2013 the FDIC and the other Federal bamkilegory agencies issued a final rule that revitedr leverage and riskased capital requirements and
method for calculating riskveighted assets to make them consistent with agreenthat were reached by the Basel Committee akiBg Supervision and cert:
provisions of the Dodd-Frank Act. See “ Requlatém Supervision, General, The DeBlichnk Act”.

The USA Patriot and Bank Secre8gts require financial institutions to develop prags to prevent financial institutions from beirged for money launderir
terrorist financing and other illicit activitiesf such activities are detected, financial instdas are obligated to file suspicious activity répawith the U.S
Treasurys Office of Financial Crimes Enforcement NetworkeSe rules require financial institutions to esthibprocedures for identifying and verifying
identity of customers seeking to open new finanatounts. Failure to comply with these regulatioosld result in fines or sanctions. Although thenB ha
developed policies and procedures designated tglyowith these laws and regulations, these polieied procedures may not be totally effective invprging
violations of these laws and regulations.

These provisions, as well as any other aspectsiroémt or proposed regulatory or legislative changelaws applicable to the financial industry, niempact th
profitability of the Companyg business activities and may change certain bssipectices, including the ability to offer nevogucts, obtain financing, attri
deposits, make loans and achieve satisfactoryeistespreads, and could expose the Company to @uitcosts, including increased compliance costesi
changes also may require the Company to investfisignt management attention and resources to raakenecessary changes to operations in order tglg¢
and could therefore also materially and adversié@ctthe Company’s business, financial conditiod aesults of operations.

Management is actively reviewing the provisionshef Dodd-Frank Act and Basel Ill, many of which sode phaseih over the next several years, and asse
the probable impact on operations. The ultimatectféf these changes on the financial servicessinglin general, and the Company in particulayrisertain ¢
this time.

The Banks ability to originate mortgage loans for portfolias been adversely affected by the increased ddimpeesulting from the unprecedented involven
of the U.S. government and GSEs in the resident@tqage market Over the past few years, the Federal Reservédms a consistently large purchaser of
Treasury and GSE-backed mortgdmesked securities. This remains true despite tbentedecision by the Federal Open Market Committeend their monthl
bond buying program. In addition, the Bank has dacereased competition for mortgage loans duéeounprecedented involvement of the GSEs in thegagt
market as a result of the economic crisis. Theoastbf the Federal Reserve and the GSEs have ctheséuterest rate for 30-year fixedte mortgage loans tt
conform to GSE guidelines to remain artificiallloAs a result of these factors, it may be difficidr the Bank to originate mortgage loans and gthe
residential mortgage loan portfolio, which could/éa materially adverse impact on the Bank’s egshin

There is no guaranty that the Company will be ableontinue to pay a dividend or, if continued,Vaié able to pay a dividend at the current rafée Board ¢
Directors of the Company determines at its disoretf, when and the amount of dividends that mayaiel on the common stock. In making such detertion
under the Compang’capital management plan, the Board of Direc@keg into account various factors including ecomocoinditions, earnings, liquidity nee
the financial condition of the Company, applicabtate law, regulatory requirements and other factimemed relevant by the Board of Directors. Algiothe
Company has a history of paying a quarterly divitlen its common stock, there is no guaranty thel slividends will continue to be paid in the futareat wha
rate.

Competition from other banks and financial inst@os in originating loans, attracting deposits gmdviding various financial services may adversafiec
profitability and liquidity. The Company has substantial competition in oatiitg loans, both commercial and consumer, in igsket area. This competiti
comes principally from other banks, savings insittus, mortgage banking companies and other lendiéasy of these competitors enjoy advantages, dicg
greater financial resources and access to cagitahger regulatory
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ratios and higher lending limits, a wider geograpgtiesence, more accessible branch office locattbesability to offer a wider array of servicesmore favorabl
pricing alternatives, as well as lower originatamd operating costs. This competition could redheeCompanys net income by decreasing the number and s
loans that the Bank originates and the interessralbarged on these loans.

In attracting business and consumer deposits, timp@ny faces substantial competition from otheuried depository institutions such as banks, sa
institutions and credit unions, as well as insida$ offering uninsured investment alternativesluding money market funds. Many of its competitergoy
advantages, including greater financial resourcesagcess to capital, stronger regulatory ratimsnger asset quality and performance, more aggeessarketini
campaigns, better brand recognition and more brdmcdtions. These competitors may offer higherrgge rates than the Company, which could decrdze
deposits that the Company attracts or require tiref&ny to increase its rates to retain existingditp or attract new deposits. Increased deposipedition couli
adversely affect the Compasyability to generate the funds necessary for lendperations. As a result, the Company may nesedek other sources of funds
may be more expensive to obtain which could inerehs cost of funds.

The Companis inability to achieve profitability on new branshmay neqgatively affect earningsThe Bank has expanded its presence within th&ehare.
through de novo branching and continually evaluafgsortunities for new branches. The profitabibfythis expansion strategy will depend on whetherihcom
from the new branches will offset the increasedemses resulting from operating these branches eltpected to take a period of time before theardbres or ar
branches to be opened can become profitable. Dtliagperiod, the expense of operating these besoiay negatively affect net income.

The Company must continue to attract and retaidifiggch personnel and maintain cost controls andeagsiality. The Companys ability to manage grow
successfully will depend on its ability to contineeattract and retain management and loan offieepgrienced in banking and financial servicesfanuliar with
the communities in its market area. The unexpelctesi of service of any key management personneheomability to recruit and retain qualified pensel in the
future, could adversely affect the Company. If @@mpany grows too quickly and is not able to attrpalified personnel and maintain cost controld asse
quality, this continued growth could adversely effitne Company.

Risks associated with system failures, interrugtian breaches of security could disrupt businessssit in the disclosure of confidential inforioat damage tt
reputation of, and create significant financial &mghl exposure for the Compargformation technology systems are critical to @@mpanys business. Variol
systems are used to manage customer relationghghsdling deposits and loans, general ledger andrgis investments.

Although the Company devotes significant resoutoesiaintain and regularly upgrade its systems andgsses that are designed to protect the semiritye
Companys computer systems, software, networks and otlebmtdogy assets and the confidentiality, integetd availability of information belonging to 1
Company and its customers, there is no assuraatalttof the Companyg’ security measures will provide absolute secufitys risk is evidenced by recent eve
where financial institutions and companies engageathta processing have reported breaches in theigeof their websites or other systems, some/loith havi
involved sophisticated and targeted attacks intértdeobtain unauthorized access to confidentiadrimftion, destroy data, disrupt or degrade sensabptag
systems or cause other damage, often through thediuction of computer viruses or malware, cybat and other means. Additionally, there is tis& df
distributed denial-of-service attacks from techMycaophisticated and wehesourced third parties which are intended to gisanline services, as well as ¢
breaches due to cyberattacks which result in uaizétd access to customer data.

Despite the Company’efforts to ensure the integrity of its systemissipossible that the Company may not be ablentixipate or to implement effecti
preventive measures against all security breachiéeese types,
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especially because the techniques used changeefriégjor are not recognized until launched, andabee cyberattacks can originate from a wide varié
sources, including third parties outside the Corgpsuch as persons who are involved with organizedecor associated with external service providersvhc
may be linked to terrorist organizations or hodfileign governments. Those parties may also attéorfpaudulently induce employees, customers beotisers ¢
the Company’s systems to disclose sensitive inftonan order to gain access to the Compargata or that of its customers or clients. Thesdes may increase
the future as the Company continues to increasaadtsile and other internet-based product offerings.

In addition, a majority of data processing is outsed to certain third-party providers. If thesgdtparty providers encounter difficulties, or if thegedifficulty
communicating with them, the ability to adequatptpcess and account for transactions could betaffe@and business operations could be adversedgtefi
Threats to information security also exist in thegessing of customer information through varioesdors and their personnel.

The occurrence of any system failures, interrupt@mnbreach of security of the Company’s or itsd@ns’ systems could cause serious negative consequesr
the Company, including significant disruption oétBompanys operations, misappropriation of confidential mfiation of the Company or that of its customer
damage to computers or systems of the Companyherse of its customers and counterparties, and gesldt in violations of applicable privacy and ethaws
financial loss to the Company or to its customkrss of confidence in the Compagysecurity measures, customer dissatisfactionjfiignt litigation exposur:
and harm to the Company’s reputation, all of whiobld have a material adverse effect on the Company

The Companys MSR may become impaired which could hurt prof¥SR are carried at the lower of cost or estiméaédvalue. Any impairment is recognizec
a reduction to servicing fee income. In the eveat toan prepayments accelerate due to increasedréginancing, the estimated fair value of mor&gyagrvicini
rights would likely decline which could result in anpairment charge which would reduce earnings.

The value of the Compats/deferred tax asset could be reduced if corpdaateates in the U.S. are decreas@there have been recent discussions in Congrel
by the executive branch regarding potentially dasireg the U.S. corporate tax rate. While the Compaay benefit in some respects from any decreas#dges
corporate tax rates, any reduction in the U.S. @@e tax rate would result in a decrease to theevaf the net deferred tax asset, which could tiegjg affect the
Company’s financial condition and results of operat.

Item 1B. Unresolved Staff Comments
None
Item 2. Properties

The Bank conducts its business through its admnatige office, which includes a branch office, &l other full service offices located in Ocean, Mmuth an
Middlesex Counties, and through a wealth managewoféioe.

Item 3. Legal Proceedings

The Company and the Bank are not involved in amdjyey legal proceedings other than routine legateedings occurring in the ordinary course of hess
Such other routine legal proceedings in the aggeegie believed by management to be immateride¢cCompany’s financial condition or results of @iems.

Item 4. Mine Safety Disclosures
Not Applicable.
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PART Il

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securitie
Market Information for Common Stock

OceanFirst Financial Corg.'"common stock is traded on the Nasdaq Global Skladket under the symbol OCFC. The table belownghthe reported high a
low daily closing prices of the common stock durthg periods indicated in 2014 and 2013.

201«
First Second Third Fourth
Quarter Quarter Quarter Quarter
High $18.8¢ $18.3: $17.0¢ $17.3¢
Low 17.0% 15.7¢ 15.8¢ 15.52
201z
First Second Third Fourth
Quarter Quarter Quarter Quarter
High $14.7C $15.5¢ $17.7¢ $18.6(
Low 13.0¢ 13.5¢ 15.8¢ 16.6¢

As of December 31, 2014, the Company had approelin@ 960 shareholders, including the number of@es or entities holding stock in nominee or stregh¢
through various brokers and banks.

Stock Performance Graph

The following graph shows a comparison of totatktmlder return on OceanFirst Financial Corp.’s o@n stock, based on the market price of the Conigany
common stock with the cumulative total return ofnganies in the Nasdaq Composite Index and the SiNiftThdex for the period December 31, 2009 thra
December 31, 2014. The graph may not be indicatiy@ssible future performance of the Compamyommon stock. Cumulative return assumes the esimer

of dividends and is expressed in dollars basechanitial investment of $100.

OceanFirst Financial Corp.
Total Return Performance
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~—— OceanFirst Financial Corp. —s—NASDAD Composite Indax —a— SNL Thrift Index |
12/31/09  12/31/10  12/31/11  12/31/12  12/31/13  12/31/14
OceanfFirst Financial Cor 100.0( 118.6¢ 124.8( 135.9( 174.5¢ 179.8¢
Nasdaq Composite Inde 100.0( 118.1¢ 117.2: 138.0: 193.4% 222.1¢
SNL Thrift Index 100.0( 104.4¢ 87.9( 106.9: 137.2( 147.5¢
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For the years ended December 31, 2014 and 201&8dimpany paid an annual cash dividend of $0.498d8 per share, respectively.

On July 24, 2014, the Company announced authasizdly the Board of Directors to repurchase up tods%e Companys outstanding common stock, or 867,
shares. Information regarding the Company’s comstook repurchases for the three month period eBaegmber 31, 2014 is as follows:

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

Period Purchased Paid per Share Programs Programs
October 1, 2014 through October 31, 2014 107,40( $ 16.62 107,40( 727,65¢
November 1, 2014 through November 30, 2 42,702 16.5¢ 42,70 684,95
December 1, 2014 through December 31, 2 66,55¢ 16.87 66,55¢ 618,39¢
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Item 6. Selected Financial Date

The selected consolidated financial and other dathe Company set forth below is derived in pastrf, and should be read in conjunction with the s&didatet
Financial Statements of the Company and Notestih@resented elsewhere in this Annual Report.

At December 31,
2014 2013 2012 2011 2010
(dollars in thousands)

Selected Financial Condition Data

Total asset $2,356,71. $2,249,71 $2,269,22: $2,302,09 $2,251,33
Securities availab-for-sale, at estimated fair vali 19,80¢ 43,83¢ 547,45( 530,21( 433,09:
Securities hel-to-maturity, net 469,41 495,59¢ — — —
Federal Home Loan Bank of New York stc 19,17( 14,51¢ 17,06: 18,16( 16,92¢
Loans receivable, n 1,688,84 1,541,46! 1,523,201 1,563,01! 1,660,78:
Mortgage loans he-for-sale 4,201 78t 6,74¢ 9,29 6,67
Deposits 1,720,13! 1,746,76. 1,719,67 1,706,08: 1,663,96:
Federal Home Loan Bank advani 305,23t 175,00( 225,00( 266,00( 265,00(
Securities sold under agreements to repurchasetaed borrowing: 95,31: 95,80« 88,29: 93,60: 95,36¢
Stockholder’ equity 218,25¢ 214,35( 219,79: 216,84¢ 201,25:

For the Years Ended December 3]
2014 2013 2012 2011 2010
(dollars in thousands; except per share amount:

Selected Operating Data:

Interest income $ 79,85! $ 80,15° $ 87,61F $ 95,38 $ 101,36
Interest expens 7,50¢ 9,62¢ 14,10: 18,06( 24,25:
Net interest incom 72,34¢ 70,52¢ 73,51: 77,32. 77,11«
Provision for loan losse 2,63( 2,80( 7,90( 7,75( 8,00(
Net interest income after provision for loan los 69,71¢ 67,72¢ 65,61: 69,57° 69,11«
Other income 18,577 16,45¢ 17,72« 14,84* 14,83¢
Operating expense 57,76¢ 59,24: 52,38¢ 52,20¢ 53,17:
Income before provision for income ta> 30,53: 24.,94: 30,947 32,21« 30,77¢
Provision for income taxe 10,61: 8,61: 10,927 11,47 10,40:
Net income $  19,92( $ 16,33( $ 20,02( $ 20,74 $ 20,37¢
Basic earnings per she $ 1.1¢  $ 0.9¢ $ 11 $ 112 $ 1.12
Diluted earnings per sha $ 1.1¢ $ 09t $ 112 % 112  $ 1.12
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At or For the Year Ended December 31

2014 2013 2012 2011 2010

Selected Financial Ratios and Other Data (1):

Performance Ratios:

Return on average assets 0.86% 0.71% 0.81% 0.91% 0.95%

Return on average stockhold equity (2) 9.1¢ 7.51 9.1t 9.8¢ 10.62

Stockholder’ equity to total asse 9.2¢ 9.5¢ 9.6¢ 9.42 8.94

Tangible equity to tangible asss 9.2¢ 9.5: 9.6¢ 9.4z 8.94

Average interest rate spread 3.2¢ 3.1€ 3.27 3.4¢ 3.5€

Net interest margin (¢ 3.31 3.2¢4 3.37 3.5¢ 3.6¢

Average intere-earning assets to average inte-bearing liabilities 121.2: 117.1¢ 115.7: 113.1¢ 111.9¢

Operating expenses to average assel 2.5C 2.5¢ 2.2¢ 2.3C 2.4z

Efficiency ratio (2)(5) 63.5¢ 68.11 57.42 56.64 57.8¢

Asset Quality Ratios:

Non-performing loans as a percent of total loans

receivable (6)(7)(8 1.0€ 2.8¢ 2.8C 2.71 2.2t
Non-performing assets as a percent of total asse®) 0.97 2.21 2.0t 2.0C 1.77
Allowance for loan losses as a percent of totahdoa

receivable (6)(8 0.9t 1.3¢ 1.32 1.1 1.17
Allowance for loan losses as a percent of totalnon

performing loans (7)(8 89.1: 46.1¢ 47.2¢ 41.47 52.4¢

Wealth Management:

Assets under administration (Cs) $225,23: $216,14: $172,87¢ $154,85. $123,57(

Per Share Data:

Cash dividends per common sh $ 04¢ $ 04 $ 048 $ 048 $ 0.4¢€

Stockholder' equity per common share at end of pel 12.91 12.3: 12.2¢ 11.61 10.6¢

Tangible stockholde’ equity per common share at end of pel 12.9] 12.3: 12.2¢ 11.61 10.6¢

Number of full-service customer facilities: 23 23 24 24 23

(1) With the exception of end of year ratios, all ratare based on average daily balan

(2) Performance ratios for 2013 include mewurring expenses relating to the prepayment ofeF@é Home Loan Bank advances of $4.3 million ame
consolidation of two branches into newernarket facilities, at a cost of $579,000. The taifr tax cost was $3.1 million. Performance sfior 201:
include an additional loan loss provision of $1.flion relating to superstorm Sandy and $687,008ehseverance expense. The total after tax costhwa
million.

(3) The average interest rate spread representdiffieeence between the weighted average yieldnmeréstearning assets and the weighted average ¢
interes-bearing liabilities

(4) The net interest margin represents net intereshiiecas a percentage of average int-earning asset:

(5) Efficiency ratio represents the ratio of operatixgenses to the aggregate of other income andteeest income

(6) Total loans receivable includes loans receivabtelaans hel-for-sale.

(7) Nor-performing assets consist of non-performing loand real estate acquired through foreclosure. peferming loans consist of all loans 90 day
more past due and other loans in the process etlfwsure. It is the Comparsypolicy to cease accruing interest on all suchdaand to reverse previou
accrued interes

(8) Asdiscussed in the section “ Allowance for hdasses', during the fourth quarter of 2011, the Compangdified its chargesff policy on problem loar

secured by real estate so that losses are chaffyegdtbe period the loans are deemed uncollectaditieer than when the foreclosure process is caegt
The change in the char-off policy resulted in additional char-offs in the fourth quarter of 2011 of $5.7 millic
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Item 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
Overview
OceanFirst Financial Corp. has been the holdingpzmy for OceanFirst Bank since it acquired thekstddhe Bank upon the Bank’s Conversion.

The Company conducts business primarily througbwtsership of the Bank which operates its admiatste/branch office located in Toms River and twetmio
additional branch offices. Eighteen of the offiege located in Ocean County, New Jersey, with Bsanches in Monmouth County and one in Middleseur@yn
The Bank also operates a wealth management offiddanchester, New Jersey.

The Company'’s results of operations are primardpehdent on net interest income, which is the idiffee between the interest income earned on thep@uyis
interest-earning assets, such as loans and invetstnaad the interest expense on its intebesting liabilities, such as deposits and borrowifidie Company al
generates nomterest income such as income from wealth managenBankcard services, loan sales, loan originati¢including reverse mortgages), |
servicing, deposit account services, the sale tefrative investments, Bank Owned Life Insurance atier fees. The Compaisybperating expenses prima
consist of compensation and employee benefits, paomey and equipment, marketing, Federal depositramee, data processing, check card proce:
professional fees and other general and administraxpenses. The Compaaytesults of operations are also significantly et#fd by competition, gene
economic conditions including levels of unemploymand real estate values as well as changes inemarterest rates, government policies and actuf
regulatory agencies.

Strategy

The Company operates as a full service communityk lielivering commercial and residential financisglutions, wealth management and deposit sel
throughout the central New Jersey region. The Baiike largest and oldest communiitgtsed financial institution headquartered in Odeannty, New Jersey. T
Bank competes with larger and outrofrket financial service providers through its Idogus and the delivery of superior service. TreBalso competes w
smaller in-market financial service providers bfeahg a broad array of products.

The Companyg strategy has been to grow profitability whileitinmg exposure to credit, interest rate and operti risks. To accomplish these objectives, thek
has sought to (1) grow commercial loans receivétileugh the offering of commercial lending servitedocal businesses; (2) increase nmuterest income
expanding the menu of fdmsed products and services and investing additiesaurces in these product lines; and (3) grore cieposits (defined as all depc
other than time deposits) through product offeriagpealing to a broadened customer base.

Growing Commercial Loans

With industry consolidation eliminating most logalleadquartered competitors, the Company fills &l \for locally-delivered commercial loan and dep
services. The Bank has assembled an experienced dedusiness banking professionals which was &irdupplemented during 2013 and 2014 throug
successful recruitment of several experienced cawialdenders. Additionally, a loan production cfiwas opened in Mercer County in the first quasfe2015 tc
better serve the broader central New Jersey marezt. These professionals are responsible forimffesommercial loan and deposit services and Bad
services to local businesses. As a result of thigtive, commercial loans represented 42.6% efBlanks total loans at December 31, 2014 as compared@28
December 31, 2009 and only 3.6% at December 317.1@8mmercial loan balances increased by $144 Homilor 24.5%, in 2014. Commercial loan prodi
entail a higher degree of credit risk than is ineal in one-tcfour family residential mortgage lending activis a consequence, management continues to e
a well-defined credit policy focusing on qualityderwriting and close management and Board mongof@ee “ Risk Factors Increased emphasis on commel
lending may expose the Bank to increased lendBicsti

38



Table of Contents

Enhancing non-interest income

Management continues to diversify the Bank’s prodine and expand related resources in order t@ecd noninterest income. The Bank is focused on grc
opportunities in wealth management services arghinkcard services, which includes interchange neeemerchant services and ATM fees. The Bank dfsos
alternative investment products (annuities, mutuatls and life insurance) for sale through itsitdieanch network. As a result of these initiativeésome fron
fees and service charges has increased 8.6%, t8 #iiion, for the year ended December 31, 20K¢@mpared to the prior year. By comparison, incémoe
fees and service charges was $10.1 million foytte ended December 31, 2009 and only $1.4 mifbotthe year ended December 31, 1997.

Increasing core deposits

The Bank seeks to increase core deposit markee shats primary market area by improving markeneteation. Over the past ten years through Dece®ib
2014, the Bank has opened eight branch officesngdcean County and two in Monmouth County, inahgca full service Financial Solutions Center indRgank
After a comprehensive review of the Baslranch network in late 2013, two existing braschere consolidated into newer, nearby facilitiese Bank i
continually evaluating additional strategic offigsiées within its existing market area and expeztspen a second branch in Jackson Township indtensl quarts
of 2015. The new Jackson branch will operate withaaced technology, in the form of interactive audted teller machines and a smaller staffing compie
than the Banls traditional branches to more efficiently serve litcal market. In 2014, the Bank installed itstfinteractive automated teller machine at a D¢
Production Office (“DPO"as proof of concept. Rather than the traditionatqiype approach, the footprint and staffing mazfélture branches and DPOs will
independently evaluated to ensure they efficiesglgve the local market. Core account developmenbkaefited from Bank efforts to attract businesgagits il
conjunction with its commercial lending operatiarsd from an expanded mix of retail core accountipets. As a result of these efforts the Bangore depos
ratio has grown to 88.0% at December 31, 2014 awpaced to 77.1% at December 31, 2009 and only 3&0Recember 31, 1997. Deposits added in 2014
commercial loan borrowers totaled $35.7 millionjdastrating the value of relationship based lendghin the core deposit category, $72.3 millidrdeposit:
formerly in interest bearing checking migrated tm+interestbearing checking when the Bank streamlined its siégwoduct structure in the second quarte
2014. Core deposits are generally considered algemnsive and more stable funding source thaificatés of deposit.

Capital Management

In addition to the objectives described above,Gbenpany determined to more actively manage itstagposition to improve return on equity. The Comphas
over the past few years, implemented or annourtbeele stock repurchase programs. The most recenttplrepurchase up to 5% of outstanding commack
was announced on July 24, 2014. For the year elmEmmber 31, 2014, the Company repurchased 55kBafes of common stock for $9.2 million.
December 31, 2014, there were 618,398 shares remgdmbe repurchased under the existing stockrofase plan.

Summary

Interest-earning assets, both loans and securities,generally priced against longer-term indioghjle interestbearing liabilities, primarily deposits a
borrowings, are generally priced against shortentendices. The Company’net interest margin expanded slightly over thierpyear as the Company
succeeded in growing commercial loans resulting ghift in asset mix from lower-yielding interestreing deposits and securities into highiglding loans. Th
net interest margin also benefited from the prepaymof $159.0 million of FHLB advances in the fduquarter of 2013 and from the rising interest
environment in 2013 which steepened the yield cusieved loan refinance activity and improved ysetth newlyeriginated loans and investments. The incr
in longer-term rates and related reduction in legfimance activity caused a decrease
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in the Companys loan sale volume and therefore lower income fiioennet gain on the sale of loans. Based upon miueenomic conditions, the Federal Res
has indicated that it anticipates that shiertn interest rates will remain at current levels & considerable time, especially if projectedaitidn continues to rt
below the 2% longer-run goal, and provided thag&rterm inflation expectations remain wetichored. Furthermore, the Federal Reserve corttliisldont
buying program in October 2014. Recently, worldwa®nomic and geopolitical uncertainty has causeddrterm interest rates to decline, which may hav
adverse impact on the Company’s net interest mandinture periods.

In addition to the interest rate environment, ttemPanys results are affected by economic conditions. Reeeonomic indicators point to some improveme
the U.S. economy, which expanded modestly in 20iBamain in 2014. Labor market conditions improasdhe national and local unemployment rates it
both decreased compared to prior year levels. Betipése signs, the economic recovery remains rodes

Highlights of the Company’s financial results foetyear ended December 31, 2014 were as follows:
On October 23, 2014, the Company announced a $fc@dase in the quarterly cash dividend, to $0dr3share.

Total assets increased to $2.357 billion at DecerBbe 2014, from $2.250 billion at December 31, 20loans receivable, net increased $147.4 millit
December 31, 2014, as compared to December 31,201harily due to growth in commercial loans of @14t million.

On September 30, 2014, the Company completed thedale of certain noperforming residential mortgage loans with an agare carrying value of $22
million, for net cash consideration of $18.7 millioThe sale represented 55.7% of the Company’stepaonperforming loans at that time and resulted in al
loan charge-off of $5.0 million through the Allow@nfor Loan Losses. The n@erforming loan sale improved the credit risk deofif the loan portfolio and
expected to increase net interest income and refdueelosure-related expenses, lower overhead eostseduce the FDIC insurance assessment in fparieds.

On October 31, 2014, the Company sold the servidgigs on residential mortgage loans servicedHerFederal agencies, recognizing a net gain 03 $00. Th:
Company anticipates a modest benefit to 2015 egsras associated expense reductions are expeagdeaed foregone servicing revenues.

Net income for the year ended December 31, 20148489 million, or $1.19 per diluted share, as cared to net income of $16.3 million, or $0.95 piutdd
share for the prior year. Net income for the yeatesl December 31, 2013 was adversely impacted byewurring expenses related to the prepayment ofB
advances and the consolidation of two branchesiridetne in 2014 benefited from improved net inteiresome and higher other income. Additionally, réags<
per share benefited from a reduction in averageeshautstanding.

Net interest income for the year ended Decembe2@14 increased to $72.3 million, as compared @%illion in the prior year, reflecting a higheet interes
margin and higher interestarning assets. The net interest margin increas@&3i% for the year ended December 31, 2014, apaxed to 3.24% for the pr
year.

The provision for loan losses for the year endedebeber 31, 2014 decreased to $2.6 million, as cozdpa $2.8 million in the prior year.

Other income increased to $18.6 million for theryeaded December 31, 2014, as compared to $16li6miih the prior year. The increase was due thbéigee
and service charges, primarily due to a revisewsiéfiee and product structure, higher gain on eélavestment securities and the net gain on shlaortgag
servicing rights.
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The Company remains wathpitalized with a tangible common equity ratio%26%. On July 24, 2014, the Company announcectohnepletion of its 201
common stock repurchase program and the subsegutitdrization by the Board of Directors to repusshap to 5% of the Comparsydutstanding common sto
or 867,923 shares. At December 31, 2014, there 886398 shares available for repurchase.

Return on average stockholders’ equity was 9.18%hyear ended December 31, 2014, as compare816éo for the prior year.

Critical Accounting Policies

Note 1 to the Compars Audited Consolidated Financial Statements foryier ended December 31, 2014 contains a summasigmificant accounting policie
Various elements of these accounting policies, Hgirtnature, are inherently subject to estimatieohhiques, valuation assumptions and other subg
assessments. Certain assets are carried in theliciated statements of financial condition at eatizd fair value or the lower of cost or estimatail ¥alue
Policies with respect to the methodologies useddtermine the allowance for loan losses, the reséw repurchased loans and loss sharing obligstitin
valuation of Mortgage Servicing Rights and judgnser@igarding securities impairment are the mosicafiiccounting policies because they are impottiarhe
presentation of the Compasyfinancial condition and results of operationsoime a higher degree of complexity and require aggment to make difficult a
subjective judgments which often require assumptimnestimates about highly uncertain matters. ddeeof different judgments, assumptions and estisneduli
result in material differences in the results oéigtions or financial condition. These critical @goting policies and their application are revievpediodically anc
at least annually, with the Audit Committee of Beard of Directors.

Allowance for Loan Losses

The allowance for loan losses is a valuation actthat reflects probable incurred losses in then Ipartfolio. The adequacy of the allowance for ldasses i
based on management’s evaluation of the Compgapgst loan loss experience, known and inhereks iis the portfolio, adverse situations that mafgetfthe
borrowers ability to repay, estimated value of any undedyiollateral and current economic conditions. Aidds to the allowance arise from charge
operations through the provision for loan losseBan the recovery of amounts previously chargefd e allowance is reduced by loan charge-offs.

The allowance for loan losses is maintained atraoust management considers sufficient to providefobable losses. The analysis considers knowrnirdregten
risks in the loan portfolio resulting from managentie continuing review of the factors underlyingthuality of the loan portfolio.

The Banks allowance for loan losses includes specific adioges and a general allowance, each updated oargedy basis. A specific allowance is determ
for all nonaccrual loans where the value of the underlyingateral can reasonably be evaluated. For theses |dhe specific allowance represents the differ
between the Bank’s recorded investment in the lnahpf any interim charge-offs, and the estimdaédvalue of the collateral, less estimated sglibosts.

If a loan becomes 90 days delinquent, the Bankirmbtan updated collateral appraisal. For residergal estate loans, the appraisal is updated dlgritithe loar
remains delinquent for an extended period. For axarual commercial real estate loans, the Banksassenvhether there has likely been an adverse eharibe
collateral value supporting the loan. The Bankizé# information based on its knowledge of charigesal estate conditions in its lending area tniify whethe
a possible deterioration of collateral value hasuo®d. Based on the severity of the changes irk@haronditions, management determines if an up
commercial real estate appraisal is warranted doifnward adjustments to the previous appraisalamganted. If it is determined that the deteriomtof the
collateral value is significant enough to warraniesing a new appraisal, an estimate of the dowdvealiustments to the existing appraised value &l ue
assessing if additional specific reserves are sacgsintil the updated appraisal is received.
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A general allowance is determined for all loang i@ not individually evaluated for a specificoalance. In determining the level of the generavedince, th
Bank segments the loan portfolio into various lsagments and classes as follows:

Loan Portfolio Segment Loan Class
Residential real estat - Residentia

- Residential constructic
Commercial real estat - Commercial

- Construction and lan
Consumer - Consume!
Commercial and industrie - Commercial and industri

The loan portfolio is further segmented by delingmiestatus and risk rating (Pass, Special Mentguhstandard and Doubtful). An estimated loss faistdher
applied to each risk tranche. To determine the fastor, the Bank utilizes historical loss expeceras a percent of loan principal adjusted foraterualitative
factors and the loss emergence period.

The Bank’s historical loss experience is based milimg 24-month look-back period for all loan segnts. This was selected based on (1) managesjadgmer
that this period captures sufficient loss events@th dollar terms and number of individual evitdsbe relevant; and (2) that the Basmkinderwriting criteria ar
risk characteristics have remained relatively stabtoughout this period.

The historical loss experience is adjusted foraierjualitative factors including, but not limitéal (1) delinquency trends, (2) net chaafétrends, (3) nature al
volume of the loan portfolio, (4) loan policies andderwriting standards, (8xperience and ability of lending personnel, (Graes in current econor
conditions, (7) concentrations of credit, (8) lo@view system, and external factors such as (@) loompetition and (10) regulation. The Bank coessdth
applicability of each of these qualitative factorestimating the general allowance for each loanfplio segment. Each quarter, the conditions thasted in th
24-month lookback period are compared to current conditionsufipert a conclusion as to which qualitative adjwesita are (or are not) deemed necessary
particular portfolio segment.

The Bank calculates and analyzes the loss emergmrasd on an annual basis or more frequently ifditions warrant. The Bang’methodology is to use Ic
events in the past 8 quarters to determine the dossrgence period for each loan segment. The loesgence period is specific to each loan segmed
determined based on (1) the occurrence of a lomstevhich resulted in a potential loss and (2) tordtion of the potential loss is deemed to occhemwthe Ban
records an initial charge-off on the loan or dovaugs the risk-rating to substandard or doubtful.

The adjusted loss factors are then applied to eakhranche. Existing economic conditions whick Bank considered to estimate the allowance fan loase
include local and regional trends in economic ghlowinemployment and real estate values. In evalgidtie qualitative factors as of December 31, 2@he
Company considered the potential adverse impaattfal and proposed increases to flood insuraremipms which may stress borroweadility to repay the
loans or lower real estate values in certain flpoohe areas; the recent recruitment of commereiaddrs and the related accelerated growth in comaheea
estate loans; and the Company’s recent emphasiermsiruction-tgeermanent residential construction loans attridetédlocal rebuilding after the damage cat
by superstorm Sandy.

The Bank also maintains an unallocated portiorhefallowance for loan losses. The primary purpdghe unallocated component is to account for tiefien
imprecision of the overall loss estimation prociessuding the periodic updating of appraisals, caencral loan risk ratings, and continued economiceutainty
that may not be fully captured in the Company’s|bstory or the qualitative factors.
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Upon completion of the aforementioned procedures\erall management review is performed includaigp analyses to identify divergent trends comgavéh
the Bank’s own historical loss experience, thednisal loss experience of the Bank’s peer group] amnagemerd’ understanding of general regula
expectations. Based on that review, managementdeatify issues or factors that previously had lme¢n considered in the estimation process, whichwaaran
further analysis or adjustments to estimated lastofs or the allowance for loan losses.

Of the Bank’s loan portfolio, 95.1%, is securedrbgl estate, whether one-to-four family, consumrezamnmercial. Additionally, most of the Barkborrowers ai
located in Ocean and Monmouth Counties, New Jesselythe surrounding area. These concentrationsahegrsely affect the Barkloan loss experience shao
local real estate values decline further or shdht markets served continue to experience diffieattnomic conditions including increased unemplaynma
should the area be affected by a natural disastdr as a hurricane or flooding.

Management believes the primary risk charactesgtic each portfolio segment are a decline in t@emy generally, including elevated levels of upyment
a decline in real estate market values and possibteases in interest rates. Additionally, acarad proposed increases to flood insurance premimaysadversel
affect real estate market values. Any one or a ¢oation of these events may adversely affect theobrs’ ability to repay the loans, resulting in incree
delinquencies, loan chargdfs and future levels of provisions. Accordinglize Bank has provided for loan losses at the cutexel to address the current risl
the loan portfolio.

Although management believes that the Bank hablédtad and maintained the allowance for loan Iesdeadequate levels, additions may be necesséutuik
economic and other conditions differ substantifigm the current operating environment. In additigarious regulatory agencies, as part of theimematior
process, periodically review the Baskallowance for loan losses. Such agencies mayreethe Bank to make additional provisions for ldasses based up
information available to them at the time of theamination. Although management uses what it bedi¢o be the best information available, futuristchents t
the allowance may be necessary due to economicatimg regulatory and other conditions beyondBhek’s control.

Reserve for Repurchased Loans and Loss Sharing Obétions

The reserve for repurchased loans and loss shakligations relates to potential losses on loand stich may have to be repurchased due to an gagtynen
default, or a violation of representations and waaties. The reserve also includes an estimateeoB#nks obligation under a loss sharing arrangement thi¢
FHLB relating to loans sold into their Mortgage tharship Finance (“MPF"program. Provisions for losses are charged to gaisale of loans and credited to
reserve, which is part of other liabilities, whidetual losses are charged to the reserve. In ¢odestimate an appropriate reserve for repurchisets and los
sharing obligations, the Bank considers recenthasidrical experience, product type and volumeegent whole loan sales and the general economicoanvent
Management believes that the Bank has establishédhaintained the reserve for repurchased loansossdsharing obligations at adequate levels, hewduture
adjustments to the reserve may be necessary cagwtmmic, operating or other conditions beyond&aek’s control.

Valuation of Mortgage Servicing Rights

The estimated origination and servicing costs oftgage loans sold in which servicing rights arairetd is allocated between the loans and the segvights
based on their estimated fair values at the timéhefloan sale. Servicing assets are carried atotlier of cost or estimated fair value and are amed ir
proportion to, and over the period of, net sengcincome. The estimated fair value of MSR is deteeu through a discounted analysis of future cémshd
incorporating numerous assumptions including sergiagncome, servicing costs, market discount rapFspayment speeds and default rates, as wella
information obtained from the Compasy'ecent sale of MSR. Impairment of the MSR is ss=& on a quarterly basis on the fair value ofehghts with an
impairment recognized as a component of loan segyifee income. Impairment is measured by risktathe@sed on the interest rate of the underlyingtgage
loan.
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The estimated fair value of MSR is sensitive tonges in assumptions. Fluctuations in prepaymentdsgssumptions have the most significant impacthe
estimated fair value of MSR. In the event that |pagpayments increase due to increased loan refimgrthe estimated fair value of MSR would likelgcline. Ir
the event that loan prepayment activities decreageto a decline in loan refinancing, the estimds@dvalue of MSR would likely increase. Additidha in the
event of an economic downturn, default rates and@eg costs may increase in future periods whiguld result in a decline in the estimated fairueabf MSR
Any measurement of MSR is limited by the existimgnditions and assumptions utilized at a particplaint in time, and would not necessarily be appedprif
applied at a different point in time.

Impairment of Securities

On a quarterly basis, the Company evaluates whetieisecurities are other-thgemporarily impaired. In making this determinatitine Company considers
extent and duration of the impairment, the natue fanancial health of the issuer, the ability anent to hold the securities for a period of tim#ficient to allov
for any anticipated recovery in estimated fair va&nd other factors relevant to specific securisesh as the credit risk of the issuer and whedhguarantee
insurance applies to the security. If a securitgdégermined to be other-than-temporarily impaited, credit related component is charged to incoritle tve non-
credit related component recognized in other coimasive income, during the period the impairmefoismd to exist.

As of December 31, 2014, the Company concluded ahgtremaining unrealized losses in the securji@s$folio were temporary in nature because theye
primarily related to market interest rates, mailiefuidity and wider credit spreads for these typef securities. Additionally, the Company does inténd to se
the securities and it is more likely than not ttree Company will not be required to sell the se@sibefore recovery of their amortized cost. Feitevents thi
could materially change this conclusion and regaineimpairment loss to be charged to operationkideca change in the credit quality of the issumrs
determination that a market recovery in the forabkefuture is unlikely.

Analysis of Net Interest Income

Net interest income represents the difference batviecome on intere-earning assets and expense on intdreating liabilities. Net interest income also degs
upon the relative amounts of interest-earning assed interest-bearing liabilities and the interat earned or paid on them.
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The following table sets forth certain informaticating to the Company for each of the years erglecember 31, 2014, 2013 and 2012. The yields asts @r
derived by dividing income or expense by the averbglance of assets or liabilities, respectivaty,the periods shown except where noted othervliserage
balances are derived from average daily balandesyields and costs include fees which are consitiadjustments to yields.

Years Ended December 31

2014 2013 2012
Average Average Average
Average Yield/ Average Yield/ Average Yield/

(dollars in thousands) Balance Interest Cost Balance Interest Cost Balance Interest Cost
Assets:
Interes-earning asset:
Interes-earning deposits and sh-term investment $ 39,54¢ $ 4 01% $ 50,70: $ 77 0.15% $ 58,27 $ 92 0.16%
Securities (1 526,63 8,53t 1.62 593,87 9,50¢ 1.6C 554,83: 10,52¢ 1.9C
FHLB-NY stock 15,97 7/l 4.4¢ 16,49: 711 4.31 17,59¢ 827 4.7C
Loans receivable, net ( 1,603,43 70,56¢ 4.4C 1,518,28 69,86: 4.6C 1,551,46 76,16¢ 4.91
Total interes-earning asse! 2,185,59: 79,85¢ 3.6 2,179,36 80,157 3.6¢ 2,182,16! 87,61 4.0z
Nor-interes-earning asse 120,67 120,07- 110,53
Total asset $2,306,26! $2,299,43 $2,292,70:
Liabilities and Equity
Interes-bearing liabilities
Money market deposit accout $ 113,40t 92 0.0¢ $ 122,13 165 0.1 $ 126,50: 361 0.2¢
Savings accoun 295,28¢ 11z 0.04 286,061 187 0.07 239,57¢ 35¢ 0.1%
Interes-bearing checking accour 869,38: 92t 0.11 919,70: 1,40¢ 0.1t 939,33! 2,87¢ 0.31
Time depositt 213,56t 2,974 1.3¢ 215,47 2,94¢ 1.37 243,771 3,94¢ 1.62
Total 1,491,64 4,10: 0.2¢ 1,543,38 4,70¢ 0.31 1,549,19 7,547 0.4¢
FHLB advance: 219,84 2,51t 1.14 219,10: 3,98¢ 1.82 239,70° 5,49t 2.2¢
Securities sold under agreements to repurc 64,22: 78 0.12 69,62: 124 0.1¢ 69,46¢ 201 0.2¢
Other borrowing: 27,50( 80¢ 2.94 27,50( 80¢ 2.94 27,50( 86( BNIE
Total interes-bearing liabilities 1,803,21. 7,50t 0.42 1,859,60 9,62¢ 0.52 1,885,86 14,10: 0.7¢
Nor-interes-bearing deposit 257,05¢ 205,85! 170,85¢
Nor-interes-bearing liabilities 29,08: 16,47( 17,15:
Total liabilities 2,089,35. 2,081,93 2,073,87i
Stockholder’ equity 216,91! 217,50! 218,82!
Total liabilities and equit' $2,306,26! $2,299,43 $2,292,70:
Net interest incom $72,34¢ $70,52¢ $73,51
Net interest rate spread | 3.2% 3.1% 3.2"%
Net interest margin (¢ 3.31% 3.2&% 3.31%
Ratio of interes--earning assets to inter-bearing liabilities 121.2% 117.1% 115.7:%

(1) Amounts are recorded at average amortized

(2) Amount is net of deferred loan fees, undisbursed fonds, discounts and premiums and estimateddsarallowances and includes loans -for-sale and nc-performing loans
(3) Netinterest rate spread represents the differeetgeen the yield on inter-earning assets and the cost of intebearing liabilities

(4) Netinterest margin represents net interest incdivided by average inter-earning asset
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Rate Volume Analysis

The following table presents the extent to whichrajes in interest rates and changes in the voldnrgesest-earning assets and inteftleséring liabilities hav
affected the Company’interest income and interest expense during ¢énegs indicated. Information is provided in eactiegory with respect to: (i) chany
attributable to changes in volume (changes in velunultiplied by prior rate); (ii) changes attribbla to changes in rate (changes in rate multipligdoriot
volume); and (iii) the net change. The changesbataible to the combined impact of volume and faee been allocated proportionately to the chadgestc
volume and the changes due to rate.

Year Ended December 31, 201 Year Ended December 31, 201
Compared to Compared to
Year Ended December 31, 2013 Year Ended December 31, 2012
Increase (Decrease Increase (Decrease
Due to Due to
(in thousands) Volume Rate Net Volume Rate Net
Interes-earning asset:
Interes-earning deposits and sh-term investment $ (149 $ 22 $ @B $ QO $ (B $ @@y
Securities (1,08¢) 117 977) 711 (1,739 (2,02)
FHLB-NY stock (23 25 2 (50 (66) (11¢)
Loans receivable, ni 3,81¢€ (3,11%) 701 (1,59%) (4,710 (6,30%)
Total interes-earning asse! 2,691 (2,99%) (304) (944 (6,519 (7,45%)
Interes-bearing liabilities
Money market deposit accour (10 (63) (73) (12 (184) (19¢€)
Savings account 7 (82 (75) 56 (22§) (172
Interes-bearing checking accour (82 (407) (48%) (57) (1,419 (1,470
Time deposit: (23 48 25 (429) (577) (2,000)
Total (10¢) (49¢) (60€) (442) (2,39¢) (2,83¢)
FHLB advance: 14 (1,48%) (1,479 (445) (2,069 (1,509)
Securities sold under agreements to repurc 9) 37 (46) — (77) (77)
Other borrowing — — — — (51) (51)
Total interes-bearing liabilities (109) (2,020 (2,127) (887) (3,58¢) (4,47
Net change in net interest incol $2,79¢ $ (975 $1,81¢ $ (B7) $(2,92¢)  $(2,987)

Comparison of Financial Condition at December 31,@14 and December 31, 2013

Total assets increased by $107.0 million to $2.B#ibn at December 31, 2014, from $2.250 billianCeecember 31, 2013. Securities, in the aggregaterease
by $50.2 million, to $489.2 million at December 2014, as compared to $539.4 million at DecembePB13.

Loans receivable, net, increased by $147.4 milltor1.689 billion at December 31, 2014 from $1.®Ron at December 31, 2013, primarily due to\gto in
commercial loans of $144.4 million and in constimttto permanent residential construction loang, afdoans in process, which increased $12.7 nmilla
homeowners rebuild from superstorm Sandy. The 24&B%ual growth in commercial loans was due to theteggic expansion of the commercial lending gr
This growth was partly offset by a decrease in mBsur family mortgage loans due to prepayments the sale of most newly-originated 30-year fixaterone-
to-four family loans. Also, on June 30, 2014, then®any purchased a pool of performing, locally-m&ged, one-to-four family, nocenforming mortgage loa
for $20.6 million. Separately, on September 30,£2@he Company sold a pool of non-performing loaith a book balance of $23.1 million.
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Deposits decreased by $26.6 million, to $1.720dnilat December 31, 2014, from $1.747 billion ac®&aber 31, 2013 due to a reduction in governmeposia
of $50.4 million partly offset by growth in busireeshecking accounts. Deposits added in 2014 fromnoercial loan borrowers totaled $35.7 milli
demonstrating the value of relationship based lgdNon-interesbearing deposit accounts grew $72.3 million for ylear relating to a revised fee and pro
structure adopted in the second quarter of 2014fufid loan growth, FHLB advances increased $13GIRom to $305.2 million at December 31, 2014, rf
$175.0 million at December 31, 2013.

Stockholders’equity increased to $218.3 million at DecemberZ114, as compared to $214.4 million at Decembe2813, as net income for the period
partly offset by the repurchase of 551,291 shafemmmon stock for $9.2 million (average cost peare of $16.65) and the cash dividends on comnumk sAt
December 31, 2014, there were 618,398 shares bleaflar repurchase under the stock repurchase amogidopted in July of 2014. Tangible stockholderglity
per common share was $12.91 at December 31, 26 hnapared to $12.33 at December 31, 2013.

Comparison of Operating Results for the Years Ende®ecember 31, 2014 and December 31, 2013
General

Net income for the year ended December 31, 2014,%48.9 million, or $1.19 per diluted share, as jgarad to net income of $16.3 million, or $0.95 gitutec
share, for the prior year. Net income for the yeaded December 31, 2013 was adversely impactetidopdnrecurring expenses relating to the prepayme
$159.0 million of FHLB advances at a cost of $4iBiom and the consolidation of two branches inewer, inmarket facilities, at a cost of $579,000. The aét!l
tax amount of these two items reduced net incondedédnted earnings per share for the year endeciber 31, 2013 by $3.1 million and $0.19, respebtiNe
income benefited from improved net interest incoamel higher other income. Additionally, earnings pbare benefited from a reduction in average s
outstanding.

Interest Income

Interest income for the year ended December 314 2@ds $79.9 million, as compared to $80.2 million the prior year. The yield on interesdifning asse
declined to 3.65% for the year ended December @14 2as compared to 3.68% for the prior year. Degpie slight decline in the yield on interest @agrasset:
the asset yield benefited from a shift in the mfixnterestearning assets as average loans receivable, meagedl $85.1 million while average securities desz
$67.8 million. Average interest-earning assetsaéased by $6.2 million for the year ended DecemigRB14, as compared to the prior year.

Interest Expense

Interest expense for the year ended December 34, ®@s $7.5 million, as compared to $9.6 million ttee year ended December 31, 2013. The cost efest-
bearing liabilities decreased to 0.42% for the yerated December 31, 2014, as compared to 0.52B& iprior year. The decrease was partly due to riygaymer
of $159.0 million of FHLB advances with a weightaderage cost of 2.31% in the fourth quarter of 20M&rage interesearing liabilities decreased by $5
million for the year ended December 31, 2014, aspared to the prior year primarily due to a declimaverage interediearing deposits of $51.7 million. T
decline in interest-bearing funding was partly aeeld by an increase of $51.2 million in averageinterest-bearing deposits, as compared to the pear.

Net Interest Income

Net interest income for the year ended DecembeB14 increased to $72.3 million, as compared % illion for the prior year, reflecting an inase in th
net interest margin and an increase in averageesttearning assets. The net interest margin increas8@B1% for the year ended December 31, 2014, B@#%
for the prior year primarily due to a reductiorttire cost of average interest-bearing liabilities.
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Provision for Loan Losses

For the year ended December 31, 2014, the provifiiorloan losses was $2.6 million, as compared 28 $nillion for the prior year. For the year en
December 31, 2014, net charges-offs were $7.2anjllas compared to $2.4 million in the prior yeeor the year ended December 31, 2014, net chaffge-
includes a $5.0 million charge-off relating to tmelk sale of norperforming loans. In evaluating the level of thioahnce for loan losses at December 31, :
and related provision for loan losses for the yaated December 31, 2014, the Company considereidhreved risk profile of the loan portfolio in Iig of the
significant reduction in residential non-performilogins from the bulk sale and an improvement inciblectability of several commercial real estatars. Non-
performing loans amounted to $18.3 million at DebenB1, 2014, a decrease of $27.1 million, or 5%a8%ompared to December 31, 2013. lerforming loan
as a percent of total loans receivable decreaséd@% at December 31, 2014, as compared to 2.8@e@mber 31, 2013. Additionally, the allowance If@ar
losses as a percent of total non-performing loaaased to 89.1% at December 31, 2014, from 4atiDecember 31, 2013.

Other Income

For the year ended December 31, 2014, other indoaneased to $18.6 million, as compared to $16/amiin the prior year. For the year ended Deceniiie
2014, fees and service charges increased $1.bmilis compared to the prior year primarily dua tevised deposit fee and product structure. Foy#ar ende
December 31, 2014, the net gain on sale of loaneedsed to $772,000, as compared to $1.2 millicthénprior year. The gain on the sale of loanstlieryea
ended December 31, 2013 was adversely impactedpbgvésion of $975,000 added to the reserve fourgpased loans and loss sharing obligations, apamn
to no provision in the current year. The prior ypeovision was related to loans sold to the FHLBax of its MPF program. Compared to prior ye#hrs,gain o
sale of loans in 2014 was adversely impacted Bdagtion in loans sold, decreasing to $39.2 millim2014 (excluding the bulk sale of npefforming loans),
compared to $106.6 million in the prior year, asré@asing longer-term interest rates reduced orfettofamily loan refinance activity. For the yeamdec
December 31, 2014, the Company recognized gaiftd .6f million on the sale of equity securities, ampared to a gain of $46,000 in the prior year. theryea
ended December 31, 2014, the Company recognized gain of $408,000 on the sale of loan servicights. Finally, for the year ended December 31 426k
net loss from real estate operations increase836,$00, as compared to a net loss of $161,00@eiptior year.

Operating Expenses

Operating expenses decreased to $57.8 millionh®ryear ended December 31, 2014, as compared t@ B88ion in the prior year. The decrease was prily
due to the expenses incurred in the fourth quaft@013 associated with the FHLB advance prepayrfemntind the branch consolidations totaling $4.fioni
Compensation and employee benefits expense incre®a@ million for the year ended December 31, 2@Gist compared to the prior year. The increase
primarily due to personnel additions in revenuedpizing areas beginning in m2B13 through 2014. Additionally, compensation ampkyee benefits expense
2014 includes $259,000 in non-recurring severaatzead expenses due to the Comparsjtategic decisions to improve efficiency in tesidential mortgage lo.
area and to sell mortgage servicing rights.

Provision for Income Taxes

The provision for income taxes was $10.6 million tiee year ended December 31, 2014, as compar®8l.@éamillion for the prior year. The effective teate wa
34.8% for the year ended December 31, 2014, as a@dpo 34.5% in the prior year.
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Comparison of Operating Results for the Years Ende®ecember 31, 2013 and December 31, 2012
General

Net income for the year ended December 31, 2018,%48.3 million, or $0.95 per diluted share, as jgarad to net income of $20.0 million, or $1.12 gdiutec
share, for the prior year. Net income for the yeaded December 31, 2013 was adversely impactetidopdnrecurring expenses relating to the prepayme
$159.0 million of FHLB advances at a cost of $4iBiom and the consolidation of two branches inewer, inmarket facilities, at a cost of $579,000. The aét!l
tax amount of these two items reduced net incondedédnted earnings per share for the year endec&iber 31, 2013 by $3.1 million and $0.19, respebtiNe
income for the year ended December 31, 2012 wasrsely impacted by an additional loan loss provisié $1.8 million relating to superstorm Sandy, e#
caused substantial disruption to the Bankiarket area on October 29, 2012. Additionallyt, ineome for the year ended December 31, 2012 wiasrsel
impacted by $687,000 in net severance expense masagin the third quarter of 2012. The net, after amount of these items reduced net income dntec
earnings per share by $1.6 million and $0.09, rethyy, for the year ended December 31, 2012.

Interest Income

Interest income for the year ended December 313 2@ds $80.2 million, as compared to $87.6 million the prior year. The yield on interesifning asse
declined to 3.68% for the year ended December @13 2as compared to 4.02% for the prior year. Ayetiateresearning assets decreased by $2.8 million fc
year ended December 31, 2013, as compared toittreypar. The decrease was due to reductions iragedoans receivable of $33.2 million and integsshing
deposits of $7.6 million, partly offset by increase average securities of $39.0 million.

Interest Expense

Interest expense for the year ended December 3B &@s $9.6 million, as compared to $14.1 millionthe year ended December 31, 2012. The costerfeist-
bearing liabilities decreased to 0.52% for the yaated December 31, 2013 as compared to 0.75% iprtbr year. Average interesearing liabilities decreas
by $26.3 million for the year ended December 31,.2@&s compared to the prior year. The decreasalwato declines in average borrowed funds of $20lkon
and average time deposits of $28.3 million, pasffget by an increase in average transaction depof$22.5 million.

Net Interest Income

Net interest income for the year ended Decembe2@13 decreased to $70.5 million, as compared 8o5%nillion for the prior year, reflecting a loweet interes
margin and lower interegtarning assets. The net interest margin decreas@@4% for the year ended December 31, 2013, B@W% in the prior year due t
change in the mix of average interest-earning agsetn higher-yielding loans receivable into lowgelding securities. High loan refinance volumeliearin the
year also caused yields on loans and mortgage-tasseurities to trend downward. The decline inriggeearning assets was balanced by decreases in a
interest-bearing deposits and borrowed funds, paffset by increases in average non-interest-hgateposits.

Provision for Loan Losses

For the year ended December 31, 2013, the provisioloan losses was $2.8 million, as comparedz® $illion for the prior year. The amount for thear ende
December 31, 2012 included a provision of $1.8iamildirectly related to superstorm Sandy. Overghst year, the Bang'actual loan loss experience relatin
superstorm Sandy has been better than expectednagerforming loans at December 31, 2013 include anigtal of $3.1 million in loans adversely impactsy
Sandy with an expected loss of $416,000. An addifipositive effect was recognized from recent iovpments in the local economy and from a reduaifohB.2
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million in net charge-offs, as compared to the samer year period. Although noperforming loans increased $2.0 million at Decen81er2013, as comparec
December 31, 2012, excluding loans impacted by rstqren Sandy, noperforming loans decreased $1.1 million. Finally,eivaluating the allowance for Ic
losses, the Bank also considered the adverse inopactual and proposed changes to flood insurgremiums in the Bank’market area, and the growth in k
commercial real estate loans and construction tmaeent residential construction loans.

Other Income

For the year ended December 31, 2013, other inaeoreased to $17.0 million, as compared to $18lbomin the prior year. The decrease in other meowa:
primarily caused by the net gain on sales of ladeeasing $2.8 million for the year ended Decer8tie2013, as compared to the prior year. For g gnde
December 31, 2013, Bankcard services revenue isede&484,000 and wealth management revenue indré62,000, as compared to the prior year.
increase in wealth management revenue was paréiyalan increase in assets under administrati®216.1 million at December 31, 2013 from $172.9ianil al
December 31, 2012. For year ended December 31, 24 8et gain on the sale of loans decreased.Brfillion, as compared to $4.0 million in the pri@ar du
to decreased mortgage loan demand as a resultifased market rates for longerm mortgage products. As a result of this trehd, amount of loans sc
decreased to $106.6 million for the year ended Béee 31, 2013, as compared to $166.8 million ferghor year. The decrease in the net gain onateed loan
was also due to the reclassification of reversetgage income into fees and service charges. Adgilip, the net gain on sale of loans for the yemadee
December 31, 2013 was adversely impacted by artiaddif $975,000 to the reserve for repurchaseddpas compared to an addition of $750,000 in tigr
year. Effective January 1, 2013, income from thgioation of reverse mortgage loans is classifiegart of fees and service charges as comparettlission ir
the net gain on sale of loans in prior periodshasBank no longer closes these loans in its name.amount of reverse mortgage fees included indadsservic
charges for the year ended December 31, 2013 wh4,(J0. The results from other real estate operstdeclined $151,000, for the year ended Decenth
2013, as compared to the prior year. Finally, f@ year ended December 31, 2013, the net gainles shinvestment securities available-fale decreased
$46,000 from $226,000 in the prior year.

Operating Expenses

Operating expenses amounted to $59.8 million feryar ended December 31, 2013, as compared t@ $8@ion in the prior year. The increase was priify:
due to the expenses associated with the FHLB advarepayment fee and the branch consolidatiorajrtgt$4.8 million. For the year ended December2811,3
compensation and employee benefits expense, nkeeafonrecurring severance expense of $687,000 includéldeiniotal for the year ended December 31, -
increased $1.8 million, as compared to the pri@ary&he increase was primarily due to the openinifpe Red Bank Financial Solutions Center in AgALL3 an
personnel additions in the second half of the yeagvenue producing areas and related recruitirsgsc

Provision for Income Taxes

The provision for income taxes was $8.6 million floe year ended December 31, 2013, as comparetDt® #illion for the prior year. The effective teate wa
34.5% for year ended December 31, 2013, as compau@sl 3%, in the prior year.

Liquidity and Capital Resources

The Company’s primary sources of funds are depaggitscipal and interest payments on loans and gagebacked securities, proceeds from the sales of |
FHLB advances and other borrowings and, to a leseaent, investment maturities. While scheduled riimetion of loans is a predictable source of fyrikposi
flows and loan prepayments are greatly influencedémeral interest rates, economic conditions amdpetition. The Company has other sources of liguifla
need for additional funds arises, including advarfoem the FHLB and various lines of credit.
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At December 31, 2014, the Bank had $111.0 millimmutstanding overnight borrowings from the FHLBmpared to $35.0 million outstanding at Decembeg
2013. The Bank utilizes overnight borrowings frome-to-time to fund shorerm liquidity needs. FHLB advances, including thesrnight borrowings, total
$305.2 million at December 31, 2014, an increase $175.0 million at December 31, 2013.

The Company’s cash needs for the year ended Dece8thp2014 were primarily satisfied by principalypeents on loans and mortgalgaeked securities, proce:
from the sale of mortgage loans held-fale, proceeds from maturities of investment séearand increased FHLB borrowings. The cash waipally utilizec
for loan originations, the purchase of investmemi anortgage-backed securities and to fund depasfioovs. The Compang’ cash needs for the year er
December 31, 2013 were primarily satisfied by gpatpayments on loans and mortgage-backed sexsyrfroceeds from the sale of mortgage loans loeigafe
proceeds from maturities of investment securitied deposit growth. The cash was principally utdiZer loan originations, the purchase of investmamt
mortgage-backed securities and to reduce FHLB hongs.

In the normal course of business, the Bank routieeters into various commitments, primarily reigtto the origination and sale of loans. At Decengiie 2014
outstanding commitments to originate loans tot&d1@@.4 million; outstanding unused lines of crediated $320.2 million; and, outstanding commitmentsel
loans totaled $6.9 million. The Bank expects toehswfficient funds available to meet current commeitts in the normal course of business.

Time deposits scheduled to mature in one yearssrtietaled $109.4 million at December 31, 2014 eBasgon historical experience, management estintlades
significant portion of such deposits will remainthvthe Bank.

The Company has a detailed contingency funding ptehcomprehensive reporting of trends on a morghty quarterly basis which is reviewed by managé!
Management also monitors cash on a daily basisteraiine the liquidity needs of the Bank. Additibtjmamanagement performs multiple liquidity streases
scenarios on a quarterly basis. The Bank contitmegintain significant liquidity under all stressenarios.

Under the Compang’ stock repurchase program, shares of OceanFimahé&ial Corp. common stock may be purchased imofen market and through ot
privately-negotiated transactions, from timetitoe, depending on market conditions. The repuretiashares are held as treasury stock for generpbieie
purposes. For the year ended December 31, 201€ dhgpany repurchased 551,291 shares of common ataghkotal cost of $9.2 million, compared to 538
shares of common stock at a total cost of $8.lianilfor the year ended December 31, 2013. At Deeer8l, 2014 there were 618,398 shares remainirg
repurchased under the current stock repurchaseraation.

Cash dividends on common stock declared and paidgithe year ended December 31, 2014 were $8.liomilno change from the prior year. On Januar
2015, the Board of Directors declared a quarteaghcdividend of thirteen cents ($0.13) per commumares The dividend was payable on February 13, 26
common stockholders of record at the close of lmssion February 2, 2015. The quarterly dividenel wats increased by $0.01 per share in October 2014.

The primary sources of liquidity specifically awable to the Company are capital distributions fithie Bank and the issuance of preferred and comitomk sinc
longterm debt. For the year ended December 31, 20&4Ctimpany received dividend payments of $16.0 enilfirom the Bank. At December 31, 2014,
Company had received notice from the Federal ResBank of Philadelphia that it does not objecth® payment of $12.0 million in dividends from thar tc
the Company over the first three quarters of 2@ithpugh the Federal Reserve Bank reserved thetdgievoke the approval at any time if a safetgt aoundnes
concern arises. The Compasyability to continue to pay dividends will be latg dependent upon capital distributions from ttenB which may be advers
affected by capital restraints imposed by the agplie regulations. The Company cannot predict vdrdtre Bank will be permitted under applicable tations tc
pay a dividend to the
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Company. If applicable regulations or regulatorydies prevent the Bank from paying a dividend to @@mpany, the Company may not have the liqu
necessary to pay a dividend in the future or pdivmend at the same rate as historically paidp@able to meet current debt obligations. At Decandti, 201+
OceanFirst Financial Corp. held $22.8 million irslca

As of December 31, 2014, the Bank exceeded allaémy capital requirements as follows (in thousgnd

Actual Required
Amount Ratio Amount Ratio
Tangible capita $223,57: 9.4€% $ 35,46¢ 1.5(%
Tier 1 leverage 223,57: 9.4€ 94,57 4.0C
Tier 1 risk-based capite 223,57 14.0¢ 63,66! 4.0C
Total risk-based capite 239,94( 15.0¢ 127,32} 8.0C

The Bank is considered a “well-capitalizeidstitution under the Prompt Corrective Action Rigions. Effective January 1, 2015, certain chartgethe capite
requirements applicable to the Bank, implementimg BASEL Il accord, begin to phase in. See “ Ratiah and Supervisior Federal Savings Instituti
Regulation- Capital Requirements

At December 31, 2014, the Company maintained tdagibmmon equity of $218.3 million for a tangiblenemon equity to assets ratio of 9.26%.

Off-Balance-Sheet Arrangements and Contractual Obgations

In the normal course of operations, the Bank engagea variety of financial transactions that, at@rdance with generally accepted accounting fplasj are nc
recorded in the financial statements, or are rembid amounts that differ from the notional amouiisese transactions involve, to varying degrelesnents ¢
credit, interest rate and liquidity risk. Such sactions are used for general corporate purposés eustomer needs. Corporate purpose transacsimnsised |
help manage credit, interest rate, and liquidigk Br to optimize capital. Customer transactiorsieed to manage customeaexjuests for funding. These finan
instruments and commitments include unused conslingr of credit and commitments to extend credd are discussed in Note 13 to the Consolidatedrigia
Statements. The Bank also has outstanding commignesell loans amounting to $6.9 million.

The Company entered into loan sale agreements imistors in the normal course of business. The kmle agreements generally required the Compe
repurchase loans previously sold in the eventwibkation of various representations and warrantiestomary to the mortgage banking industry. Then@any i
also obligated under a loss sharing arrangemehttivt FHLB relating to loans sold into the MPF peog. In the opinion of management, the potentiplosxre
related to the loan sale agreements and loangsdiee FHLB is adequately provided for in the resefior repurchased loans and loss sharing obligsiioclude:
in other liabilities. At December 31, 2014 and 2Gh& reserve for repurchased loans and loss shahfigations amounted to $1.0 million and $1.5 iwil
respectively. Refer to Note 14 to the Consolidd&tedincial Statements for further discussion.
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The following table shows the contractual obligati®f the Bank by expected payment period as oeBéer 31, 2014 (in thousands). Further discussighest
commitments is included in Notes 9 and 13 to theg@tidated Financial Statements.

Less than More than
Contractual Obligation Total one year 1-3 years 3-5 years 5 years
Debt Obligations $400,55( $190,66! $43,80¢ $143,57¢ $22,50(
Commitments to Originate Loal 70,39¢ 70,39¢ — — —
Commitments to Fund Unused Lines of Cr¢ 320,22! 320,22! — — —
Operating Lease Obligatiol 19,24( 1,67¢ 3,302 3,137 11,12¢
Purchase Obligatior 15,26 3,192 6,38 5,69( 711

Debt obligations include borrowings from the Fetiefame Loan Bank and other borrowings and haveneefierms.

Commitments to originate loans and commitmentsutedfunused lines of credit are agreements to lenal tustomer as long as there is no violation gl
condition established in the contract. Commitmeyaiserally have fixed expiration dates or other teation clauses and may require payment of a feeeSsom
of the commitments are expected to expire withaihdp drawn upon, the total commitment amounts donegessarily represent future cash requiremete
Company’s exposure to credit risk is representethbycontractual amount of the instruments.

Operating leases represent obligations enteredbiptthe Bank for the use of land and premises. [Eases generally have escalation terms based ugytair
defined indexes.

Purchase obligations represent legally binding enfrceable agreements to purchase goods and esifvam third parties and consist primarily of cactua
obligations under data processing servicing agre¢gnéctual amounts expended vary based on transaatlumes, number of users and other factors.

Impact of New Accounting Pronouncements

In January 2014, the Financial Accounting Stand&@dard (“FASB”) issued Accounting Standards Upd@&SU”) 2014-04, “Receivables Froubled Dek
Restructurings by Creditors (Subtopic 310-40) Resifecation of Residential Real Estate CollateeadizZConsumer Mortgage Loans upon Foreclosusdiich
applies to all creditors who obtain physical posegesof residential real estate property collaieirad) a consumer mortgage loan in satisfaction kcivable. Th
amendments in this update clarify when an in sulzstaepossession or foreclosure occurs and reqdise®sure of both (1) the amount of foreclosesidentia
real estate property held by a creditor and (2yrdve@rded investment in consumer mortgage loarlatecdlized by residential real estate property #ra in th:
process of foreclosure. The amendments in ASU Ziil4re effective for fiscal years, and interim pds within those fiscal years, beginning after Delser 15
2014. The adoption of this standard is not expetddthve a material impact on the Company’s codat#d financial statements.

Impact of Inflation and Changing Prices

The consolidated financial statements and notagting@resented herein have been prepared in acu®deith Generally Accepted Accounting Principlesich
require the measurement of financial position aperating results in terms of historical dollar amtsuwithout considering the changes in the relgpivechasin
power of money over time due to inflation. The iropaf inflation is reflected in the increased co$tthe Companys operations. Unlike industrial compan
nearly all of the assets and liabilities of the @amy are monetary in nature. As a result, intasts have a greater impact on the Compapgtformance than
the effects of general levels of inflation. Intdretes do not necessarily move in the same dinear to the same extent as the price of goodseandces.
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Iltem 7A. Quantitative and Qualitative Disclosures About Market Risk
Management of Interest Rate Risk (“IRR")

Market risk is the risk of loss from adverse change market prices and rates. The Companyarket risk arises primarily from IRR inherentiis lending
investment and deposit-taking activities. The Comype profitability is affected by fluctuations in iméest rates. A sudden and substantial change irestteate
may adversely impact the Compasgarnings to the extent that the interest rateseboy assets and liabilities do not change aséme speed, to the same e>
or on the same basis. To that end, managemenghctionitors and manages IRR.

The principal objectives of the CompasyRR management function are to evaluate the HRrent in certain balance sheet accounts; deterthalevel of ris
appropriate given the Compasybusiness focus, operating environment, capitdl laidity requirements and performance objectiv@sd manage the ri
consistent with Board approved guidelines. Throsigth management, the Company seeks to reduce pihswe® of its operations to changes in interessrath
Company monitors its IRR as such risk relatesdmifierating strategies. The Bank’s Board has éshedol an Asset Liability Committee (“ALCO%onsisting ¢
members of the Bank’management, responsible for reviewing the asaeility policies and IRR position. ALCO meets mbiyt and reports trends and
Companys IRR position to the Board on a quarterly basise Extent of the movement of interest rates, higitelower, is an uncertainty that could ha\
substantial impact on the earnings of the Company.

The Bank utilizes the following strategies to mamdBR: (1) emphasizing the origination for portfolbf fixed+rate mortgage loans generally having ternr
maturity of not more than fifteen years, adjustatlie loans, floatingate and balloon maturity commercial loans, andsaarer loans consisting primarily of ho
equity loans and lines of credit; (2) attemptingréaluce the overall interest rate sensitivity afiiities by emphasizing core and longerm deposits; ar
(3) managing the maturities of wholesale borrowinigse Bank may also sell fixaéte mortgage loans into the secondary marketetarchining whether to rete
fixed-rate mortgages or to purchase fixed-rate game-backed securities, management considers thk'8Baverall IRR position, the volume of such Ic
originated or the amount of MBS to be purchased,lttan or MBS yield and the types and amount oflifug sources. The Bank periodically retains fixatk
mortgage loan production or purchases fixed-rateSMB order to improve yields and increase balamezisleverage. During periods when fixede mortgag
loan production is retained, the Bank generallgrafits to extend the maturity on part of its whdkes®rrowings. For the past few years, the Banksioés most 3
year fixedrate mortgage loan originations in the secondarngketaThe Company currently does not participatériancial futures contracts, interest rate swaj
other activities involving the use of off-balandeest derivative financial instruments, but may darsthe future to manage IRR.

The matching of assets and liabilities may be aealyby examining the extent to which such assetdiabilities are “interest rate sensitivahd by monitoring ¢
institution’s interest rate sensitivity “gap&h asset or liability is said to be interest ratestive within a specific time period if it will ature or reprice within th
time period. The interest rate sensitivity gapedired as the difference between the amount oféstearning assets maturing or repricing within a dpetime
period and the amount of interdstaring liabilities maturing or repricing withinahtime period. A gap is considered positive whes amount of interest re
sensitive assets exceeds the amount of interesseatsitive liabilities. A gap is considered negativhen the amount of interest rate sensitivelligds exceeds tt
amount of interest rate sensitive assets. Accolyliniyiring a period of rising interest rates, astitution with a negative gap position theoretigallould not be i
as favorable a position, compared to an institutigin a positive gap, to invest in higher-yieldiagsets. This may result in the yield on the institis asse:
increasing at a slower rate than the increases ioast of interedbearing liabilities. Conversely, during a periodfalfing interest rates, an institution with a ntge
gap might experience a repricing of its assetssé\aer rate than its intereearing liabilities, which, consequently, may résulits net interest income growing
a faster rate than an institution with a positie@ gosition.

The Company’s interest rate sensitivity is monitbterough the use of an IRR model. The followingleéasets forth the amounts of interesirning assets a
interestbearing liabilities outstanding at December 31,£0thich were anticipated by the Company, based geotain assumptions, to reprice or mature in
of the
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future time periods shown. At December 31, 201¢,@ompany’s ongear gap was negative 2.73% as compared to nedgedi8d % at December 31, 2013. "
change was primarily due to the term extensionevf and existing FHLB advances. Except as statealAheghe amount of assets and liabilities which icppi
mature during a particular period were determimeddcordance with the earlier of term to repricimghe contractual maturity of the asset or ligilThe table i
intended to provide an approximation of the pradctepricing of assets and liabilities at Decen8igr2014, on the basis of contractual maturitiesicgatec
prepayments, and scheduled rate adjustments wéthiree month period and subsequent selected fiteevals. Loans receivable reflect principal baéx
expected to be redeployed and/or repriced as & k@stontractual amortization and anticipated prapents of adjustable-rate loans and fixat loans, and a:
result of contractual rate adjustments on adjustedie loans. Loans were projected to prepay as fagtween 10% and 18% annually. Mortghgeked securitie
were projected to prepay at rates between 12% &A@ dnnually. Money market deposit accounts, savaggounts and interebearing checking accounts
assumed to have average lives of 7.8 years, 6.3 vl 6.2 years, respectively. Prepayment anchgedife assumptions can have a significant impacthe
Company’s estimated gap.

There can be no assurance that projected prepayatestfor loans and mortgabacked securities will be achieved or that progeteerage lives for deposits v
be realized.

More than More than More than
3 Months or 3 Months tc 1 Year to 3 Years to More than
At December 31, 201« Less 1 Year 3 Years 5 Years 5 Years Total
(dollars in thousands)
Interes-earning assets (1
Interes-earning deposits and sh-term investment $ 3,13¢ $ — $ — $ — $ — $ 3,13¢
Investment securitie 66,41 35,22 61,65t 11,23¢ 59¢ 175,12:
Mortgagebacked securitie 43,46: 40,43( 94,59: 78,00¢ 69,62¢ 326,11
FHLB stock — — — — 19,17( 19,17(
Loans receivable (Z 305,69: 375,30¢ 444,21 308,69¢ 272,24! 1,706,15
Total interes-earning asse! 418,70: 450,96( 600,45¢ 397,93¢ 361,64( 2,229,70.
Interes-bearing liabilities
Money market deposit accout 3,20( 8,95( 19,727 14,93( 48,85¢ 95,66!
Savings account 61,19¢ 25,62( 52,11« 39,44¢ 122,81. 301,19(
Interes-bearing checking accour 455,27 53,71: 101,62¢ 82,59: 142,91( 836,12(
Time deposit: 38,53¢ 70,91: 51,69¢ 44,38° 1,68¢ 207,21
FHLB advance: 111,46( 6,39: 43,80¢ 143,57¢ — 305,23
Securities sold under agreements to repurchase and
other borrowings 90,31: 5,00( — — — 95,31:
Total interes-bearing liabilities 759,98: 170,58t 268,97t 324,93 316,26t 1,840,74.
Interest sensitivity gap (¢ $(341,27¢) $280,37- $331,48: $ 73,00¢ $ 45,37« $ 388,96(
Cumulative interest sensitivity g: $(341,279) $ (60,909 $270,57¢ $343,58¢ $388,96( $ 388,96(
Cumulative interest sensitivity gap as a percent of
total interes-earning asse! (15.30% (2.79)% 12.1% 15.41% 17.4% 17.4%

(1) Interestearning assets are included in the period in wthiehbalances are expected to be redeployed arefidced as a result of anticipated prepaym
scheduled rate adjustments and contractual maisu
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(2) For purposes of the gap analysis, loans rebtviacludes loans held-for-sale and rmmerforming loans gross of the allowance for losssés, unamortiz:
discounts and deferred loan fe
(3) Interest sensitivity gap represents the differémetveen intere-earning assets and interbearing liabilities

Certain shortcomings are inherent in gap analygis.example, although certain assets and liatslitiay have similar maturities or periods to repdcithey ma
react in different degrees to changes in markerdst rates. Also, the interest rates on certgiagyf assets and liabilities may fluctuate in adeaof changes
market interest rates, while interest rates onratjyyges may lag behind changes in market inteassr Additionally, certain assets, such as adjlestate loan:
have features which restrict changes in interéssraoth on a shoterm basis and over the life of the asset. Furthethe event of a change in interest rates,
prepayment rates and average lives of depositsdilikdly deviate significantly from those assumedthe calculation. Finally, the ability of many bowers tc
service their adjustable-rate loans may be impairgbe event of an interest rate increase.

Another method of analyzing an institution’s expesto IRR is by measuring the change in the institts economic value of equity (‘EVEand net intere
income under various interest rate scenarios. BVBe difference between the net present valusgsts, liabilities and off-balansteet contracts. The EVE ra
in any interest rate scenario, is defined as th& EMhat scenario divided by the fair value ofedssn the same scenario. The Compatrigterest rate sensitivity
monitored by management through the use of an IRBReiwhich measures IRR by modeling the changeMi& Bnd net interest income over a range of int
rate scenarios. The following table sets forth@oenpanys EVE and net interest income projections as ofedyer 31, 2014 and 2013 (dollars in thousands
purposes of this table, the Company used prepayarghaiverage life assumptions similar to those irsedlculating the Company’s gap.

December 31, 201 December 31, 201
Change in Change in
Interest Rates Interest Rates
in Basis Points Economic Value of Equity Net Interest Income in Basis Points Economic Value of Equity Net Interest Income
(Rate % EVE % (Rate % EVE %
Shock) Amount Change Ratio Amount Change Shock) Amount Change Ratio Amount Change
300 $242,35( (12.9% 11.0% $ 68,02 (4.9% 300 $249,03: (15.9% 11.¢% $ 5852 (14.6%
200 260,33t (6.4 11.5 70,01¢ (2.0 200 267,311 9.2) 12.4 62,55¢ (8.7)
100 272,49¢ (2.2 11.7 70,99: (0.6) 100 282,63 4.0 12.¢ 65,69: 4.2
Static 278,22 — 11.7 71,42( — Static 294,38: — 13.C 68,55¢ —
(100) 275,64« 0.9 11.2 67,77¢ (5.1 (100) 299,48: 1.7 12.¢ 66,48' (3.0

As is the case with the gap calculation, certabrtsiomings are inherent in the methodology usetiénEVE and net interest income IRR measuremehis.mifode
requires the making of certain assumptions whick taad to oversimplify the manner in which actuiglgs and costs respond to changes in market Bitesees
First, the model assumes that the composition@fXbmpanys interest sensitive assets and liabilities exgséinthe beginning of a period remains constant the
period being measured. Second, the model assures ffarticular change in interest rates is redemiformly across the yield curve regardlessefduration t
maturity or repricing of specific assets and ligigis. Third, the model does not take into accahatCompanys business or strategic plans. Accordingly, alttn
the above measurements do provide an indicaticheofCompanys IRR exposure at a particular point in time, so@msurements are not intended to provi
precise forecast of the effect of changes in marietest rates on the Company’s EVE and net isténeome and can be expected to differ from acesllts.

56



Table of Contents

Item 8. Financial Statements and Supplementary Dat.

Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
OceanfFirst Financial Corp.:

We have audited the accompanying consolidated nséatts of financial condition of OceanFirst FinahoZorp. and subsidiary (the “Companygs o
December 31, 2014 and 2013, and the related cadaseti statements of income, comprehensive inconaages in stockholdersguity, and cash flows for eact
the years in the three-year period ended Decenmhe?@®L4. These consolidated financial statemergsttar responsibility of the Compasyimanagement. C
responsibility is to express an opinion on thesesotidated financial statements based on our audits

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBaUnited States). Those standards require thgilar
and perform the audit to obtain reasonable assarabout whether the financial statements are freeaterial misstatement. An audit includes exangnion a te:
basis, evidence supporting the amounts and diselssn the financial statements. An audit alsoudek assessing the accounting principles usedignificant
estimates made by management, as well as evaluhgngverall financial statement presentation. Wekele that our audits provide a reasonable basi®di
opinion.

In our opinion, the consolidated financial statetegnferred to above present fairly, in all matem®apects, the financial position of OceanFirstaficial Corp. ar
subsidiary as of December 31, 2014 and 2013, aeddhults of their operations and their cash fldarseach of the years in the thrgear period ende
December 31, 2014, in conformity with U.S. gengralicepted accounting principles.

We also have audited, in accordance with the stasdaf the Public Company Accounting Oversight Bo@wnited States), the Compansyihternal control ovi
financial reporting as of December 31, 2014, basedriteria established in Internal Conttotegrated Framework (1992) issued by the Commitfe®ponsorin
Organizations of the Treadway Commission (“COSGINd our report dated March 13, 2015 expressed aoalified opinion on the effectiveness of
Company’s internal control over financial reporting

/s/ KPMG LLP

Short Hills, New Jersey
March 13, 2015
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
OceanfFirst Financial Corp.:

We have audited OceanFirst Financial Corp.’s armbisliary (the “Company”)nternal control over financial reporting as of [Batber 31, 2014, based on crit
established in Internal Control-Integrated Framéw@d992) issued by the Committee of Sponsoring Gizgdions of the Treadway Commission (“COSCOrhe
Companys management is responsible for maintaining effeciiternal control over financial reporting and fts assessment of the effectiveness of int
control over financial reporting, included in thecampanying Management Report on Internal Contra@r@inancial Reporting. Our responsibility is tgeess a
opinion on the Company’s internal control over fingl reporting based on our audit.

We conducted our audit in accordance with the stededof the Public Company Accounting Oversightifiq@nited States). Those standards require thatlan
and perform the audit to obtain reasonable assarahout whether effective internal control oveafinial reporting was maintained in all materialpexts. Ou
audit included obtaining an understanding of inaégontrol over financial reporting, assessingribk that a material weakness exists, and testimgevaluatin
the design and operating effectiveness of intecoatrol based on the assessed risk. Our auditia¢$oded performing such other procedures as wesideret
necessary in the circumstances. We believe thaawdit provides a reasonable basis for our opinion.

A companys internal control over financial reporting is @@ess designed to provide reasonable assuranaeliregéhe reliability of financial reporting ande
preparation of financial statements for externappses in accordance with generally accepted aticguprinciples. A compang’ internal control over financ
reporting includes those policies and procedures(th) pertain to the maintenance of records thakasonable detail, accurately and fairly refkbet transactior
and dispositions of the assets of the companypr@)ide reasonable assurance that transactionseaceded as necessary to permit preparation ohdiai
statements in accordance with generally accepteduating principles, and that receipts and expenett of the company are being made only in accaedarit
authorizations of management and directors of th@pany; and (3) provide reasonable assurance iiegaptevention or timely detection of unauthori
acquisition, use, or disposition of the companseds that could have a material effect on thenfiiz statements.

Because of its inherent limitations, internal cohtover financial reporting may not prevent or detenisstatements. Also, projections of any evatunatbi
effectiveness to future periods are subject toriglethat controls may become inadequate becausbasfges in conditions, or that the degree of campé witt
the policies or procedures may deteriorate.

In our opinion, OceanFirst Financial Corp. and &libsy maintained, in all material respects, effiezinternal control over financial reporting as@écember 3:
2014, based on criteria established in Internal tbintegrated Framework (1992) issued by the CommittE&ponsoring Organizations of the Tread
Commission.

We also have audited, in accordance with the stasdaf the Public Company Accounting Oversight Bo@snited States), the consolidated statementsahé€ia
condition of OceanFirst Financial Corp. and sulasidias of December 31, 2014 and 2013, and theeteladnsolidated statements of income, comprehe
income, changes in stockholders’ equity, and céshsffor each of the years in the thngear period ended December 31, 2014, and our related March 1.
2015 expressed an unqualified opinion on thosedtimtaded financial statements.

/s/ KPMG LLP

Short Hills, New Jersey
March 13, 2015
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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 (encumbered $9,915 at December 31, 2014 &hdZBat December 31, 2013) (notes 3, 9 anc
Securities held-to-maturity, net (estimated failuesof $474,215 at December 31, 2014 and $495,0B2eember 31, 2013)
(encumbered $421,427 at December 31, 2014 and&3®a December 31, 2013) (notes 3, 9 anc
Federal Home Loan Bank of New York stock, at costé 9)
Loans receivable, net (notes 4, 9 and
Mortgage loans he-for-sale
Interest and dividends receivable (note
Other real estate own
Premises and equipment, net (not
Servicing asset (note
Bank Owned Life Insuranc
Deferred tax asset (note 1
Other assets (note 1
Total asset

Liabilities and Stockholders’ Equity
Deposits (notes 3 and
Securities sold under agreements to repurchaseretaf customers (notes 3 and
Federal Home Loan Bank advances (not
Other borrowings (note ¢
Advances by borrowers for taxes and insure
Other liabilities (note 13
Total liabilities
Commitments and contingencies (note
Stockholder’ equity: (notes 2, 10, 11 and 1
Preferred stock, $.01 par value, $1,000 liquidagiceference, 5,000,000 shares authorized, no shesteest
Common stock, $.01 par value, 55,000,000 sharémamned, 33,566,772 shares issued and 16,901,65346887,049
shares outstanding at December 31, 2014 and Dece&hp2013, respective
Additional paic-in capital
Retained earning
Accumulated other comprehensive I
Less: Unallocated common stock held by EmployeekS@wnership Plal
Treasury stock, 16,665,119 and 16,179,723 shaf@e@mber 31, 2014 and December 31, 2013, respbc
Common stock acquired by Deferred Compensation
Deferred Compensation Plan Liabil
Total stockholder equity
Total liabilities and stockholde’ equity

See accompanying notes to consolidated financiabgments.
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December 31

December 31

2014 2013
$ 36,11 $ 33,95¢
19,80+ 43,83¢
469,41 495,59
19,17( 14,51¢
1,688,841 1,541,461
4,201 78E
5,50¢ 5,38(
4,66¢ 4,34
24,73¢ 23,68
701 4,17¢
56,04 54,57
15,58¢ 15,35¢
11,91 12,04:
$2,356,71. $2,249,71
$1,720,13! $1,746,76:
67,81 68,30«
305,23 175,00
27,50( 27,50(
6,32: 6,471
11,44 11,32
2,138,45! 2,035,36.
33€ 33€
265,26 263,31
217,71 206,20
(7,109 (6,619)
(3,330) (3,616)
(254,61 (245,27)
(304) (665)
304 665
218,25 214,35
$2,356,71. $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 expense:
Deposits (note &
Borrowed funds (note ¢
Total interest expens
Net interest incom
Provision for loan losses (note
Net interest income after provision for loan los
Other income:
Bankcard services reven
Wealth management reven
Fees and services charg
Loan servicing income (note
Net gain on sale of loan servici
Net gain on sales of loans availe-for-sale (note 14
Net gain on sales of investment securities ava-for-sale (note 3
Net loss from other real estate operati
Income from Bank Owned Life Insuran
Other
Total other incom«
Operating expenses
Compensation and employee benefits (notes 11 an
Occupancy (note 1:
Equipment
Marketing
Federal deposit insuran
Data processin
Check card processir
Professional fee
Other operating expen:
Federal Home Loan Bank advance prepayment fee &)
Branch consolidation expen
Total operating expens:
Income before provision for income ta>
Provision for income taxes (note 1
Net income

Basic earnings per she

Diluted earnings per sha

Average basic shares outstanding (note
Average diluted shares outstanding (note

See accompanying notes to consolidated financiabg¢ments.
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Years Ended December 31

2014 2013 2012
$70,56:  $69,86!  $76,16¢
6,84t 7,40¢ 8,50¢
2,44¢ 2,891 2,93¢
79,85 80,15, 87,61t
4,10: 4,70¢ 7,541
3,40: 4,91¢ 6,55¢
7,50¢ 9,626  14,10:
72,346  70,52¢ 73,51
2,63( 2,80( 7,90(
69,71¢  67,72¢ 65,61
3,47¢ 3,58¢ 3,100
2,28( 2,17¢ 1,51z
8,58¢ 7,451 7,542

81€ 74¢€ 53¢

40¢ — —

772 1,16: 3,46€
1,031 46 226
(390) (161) (10)
1,47 1,40 1,33¢

11€ 49 12
18,57, _16,45¢ 17,72
31,427  2876. 27,61
5,51( 5,567 5,07<
3,27¢ 2,72¢ 2,63:
1,79¢ 1,63: 1,63
2,12¢ 2,141 2,11¢
4,23¢ 3,99€ 3,63:
1,93¢ 1,76¢ 1,45¢
2,267 2,44¢ 2,54¢
5,18¢ 5,36¢ 5,69¢

— 4,26t —

— 57¢ —
57,76 _59,24. 52 38¢
30,53:  24,94:  30,94;
10,61 8,61: 10,92
$19,92(  $16,33(  $20,02(
$ 11¢ $ 096 $ 11t
$ 11¢ $ 098 § 1.1C
16,687 17,070 _17,73(
16,797 17,157 17,82
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OCEANFIRST FINANCIAL CORP.
Consolidated Statements of Comprehensive Income
(in thousands)

Years Ended December 31

2014 2013 2012
Net income $19,92(  $16,33(  $20,02(
Other comprehensive inconr
Unrealized (loss) gain on securities (net of tamdi of $415 in 2014 and $4,674 in 2013 and tgpemse of $1,831
2012) (602) (6,76¢) 2,651
Reclassification adjustment for gains includedetincome (net of tax expense of $421, $19 andi$2P14, 2013
and 2012, respectivel (610) (27) (139
Accretion of unrealized loss on securities recfasito held-to-maturity (net of tax expense of $4thd $88 in 2014
and 2013, respectivel 721 127 —
Total other comprehensive (loss) inco (490) (6,669 2,517
Total comprehensive incon $19,43( $ 9,66 $22,531

See accompanying notes to consolidated financiabg¢ments.
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OCEANFIRST FINANCIAL CORP.
Consolidated Statements of Changes in Stockholder&quity
(dollars in thousands, except per share amounts)

Years Ended December 31, 2014, 2013 and 2012

Common Stoct

Employee
Additional Accgrtutélf red Stock Acquired by Deferred
Preferred Common Retainec  Comprehensive Ownership  Treasury Deferred Compensatior
Paid-In Compensation
Stock Stock Capital Earnings (Loss) Gain Plan Stock Plan Plan Liability Total

Balance at December 31, 2011 $ — $ 336 $ 262,81. $186,66( $ (2,468 $ (4,199 $(226,30) $ 87 $ 871  $216,84¢
Net income — — — 20,02( — — — — — 20,02(
Other comprehensive gain, net of — — — — 2,517 — — — — 2,517
Stock award: — — 591 — — — — — — 591
Tax expense of stock pla — — (60¢€) — — — — — — (60¢€)
Treasury stock allocated to restricted stock | — — (282) 42 — — 24C — — —
Allocation of ESOP stoc — — 191 — — 28¢ — — — 48C
Cash dividen $0.48 per shar — — — (8,57¢ — — — — — (8,579
Exercise of stock optior — — — (40 — — 45¢ — — 41¢
Purchase of 843,370 shares of common s — — — — — — (11,89)) — — (11,89))
Sale of stock for the deferred compensation plat — — — — — — — 224 (224) —
Balance at December 31, 2C — 33€ 262,70: 198,10¢ 49 (3,909 (237,507 (647) 647 219,79.
Net income — — — 16,33( — — — — — 16,33(
Other comprehensive loss, net of — — — — (6,66¢) — — — — (6,66%)
Stock award: — — 671 — — — — — — 671
Tax expense of stock pla — — (31) — — — — — — (31)
Treasury stock allocated to restricted stock | — — (27%) 6 — — 26¢ — — —
Allocation of ESOP stoc — — 25C — — 28¢ — — — 53¢
Cash dividenc $0.48 per shar — - — (8,239 — — - - — (8,239
Exercise of stock optior — — — (5) — — 70 — — 65
Purchase of 533,018 shares of common s — — — — — — (8,10¢) — — (8,10¢)
Purchase of stock for the deferred compensatiam pla

net — — — — — — — (18) 18 —
Balance at December 31, 2C — 33€ 263,31¢ 206,20: (6,61¢) (3,61€)  (245,27) (665) 665 214,35(
Net income — — — 19,92( — — — — — 19,92(
Other comprehensive loss, net of — — — — (490) — — — — (490)
Stock award: — — 92¢ — — — — — — 92¢
Tax benefit of stock plar — — 51 — — — — — — 51
Treasury stock allocated to restricted stock | — — 67¢ (99) — — (579) — — —
Allocation of ESOP stoc — — 284 — — 28€ — — — 57C
Cash dividenc $0.49 per shar — — — (8,24]) — — — — — (8,241)
Exercise of stock optior — — — (67) — — 41€ — — 34¢
Purchase of 551,291 shares of common s — — — — — — (9,179 — — (9,17¢)
Sale of stock for the deferred compensation plat — — — — — — — 361 (367) —
Balance at December 31, 2C $ — $ 33 $ 26526( $217,71 $ (7,109 $ (3,330 $(254,61) $ (309 $ 304  $218,25¢

See accompanying notes to consolidated financiabsments.
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OCEANFIRST FINANCIAL CORP.
Consolidated Statements of Cash Flows
(in thousands)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cashidea by operating activitie:
Depreciation and amortization of premises and eqaigt
Allocation of ESOP stoc
Stock award:
Amortization of servicing ass
Net premium amortization in excess of discountetbon on securitie
Net premium amortization of deferred fees and dist®on loan:
Provision for loan losse
Provision for repurchased loans and loss sharifigatons
Deferred tax provision (benef
Net (gain) loss on sales of other real estate ov
Net gain on sales of loal
Net gain on sales of investment securities availédl sale
Proceeds from sale of mortgage servicing rit
Net gain on sale of loan servici
Proceeds from sales of mortgage loans-for-sale
Mortgage loans originated for s¢
Purchase of Bank Owned Life Insurar
Proceeds from Bank Owned Life Insural
Increase in value of Bank Owned Life Insura
(Increase) decrease in interest and dividendsvaioiei
Decrease in other ass:
Increase in other liabilitie
Total adjustment
Net cash provided by operating activit
Cash flows from investing activities:
Net (increase) decrease in loans receiv
Purchase of loans receival
Proceeds from sale of n-performing loan:
Proceeds from sales of investment securities dle-for-sale
Purchase of investment securities avail-for-sale
Purchase of investment securities Fto-maturity
Purchase of mortga-backed securities availa-for-sale
Purchase of mortga-backed securities he-to-maturity
Proceeds from maturities of investment securitieslable-for-sale
Proceeds from maturities of investment securitede-to-maturity
Principal repayments on mortgi-backed securities availa-for-sale
Principal repayments on mortgbacked securities he-to-maturity
(Increase) decrease in Federal Home Loan Bank wf &k stock
Net proceeds from sale and acquisition of othdrestate owne:
Purchases of premises and equipn
Net cash (used in) provided by investing activi
Cash flows from financing activities:
(Decrease) increase in depo
Increase (decrease) in si-term borrowings
Proceeds from Federal Home Loan Bank adva
Repayments of Federal Home Loan Bank adva
(Increase) decrease in advances by borrowersxes and insuranc
Exercise of stock optior
Purchase of treasury sto
Dividends paic
Tax benefit (expense) of stock ple
Net cash provided by (used in) financing activi
Net increase (decrease) in cash and due from t
Cash and due from banks at beginning of '
Cash and due from banks at end of \

Supplemental disclosure of cash flow information

Cash paid during the year fc
Interest
Income taxe:

Non-cash investing activitie:
Reclassification of securities availa-for-sale to hel-to-maturity
Accretion of unrealized loss on securities recfassio hel«-to-maturity
Loans charge-off, net
Transfer of loans receivable to other real estetecdl

See accompanying notes to consolidated financiabgments.
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Years Ended December 31

2014 2013 2012
$ 19,92( $ 16,33( $ 20,02(
2,91¢ 2,83: 2,62¢
57C 53¢ 48C
92¢ 671 591
1,01¢ 1,38¢ 1,63
2,81¢ 3,667 3,46¢
63 501 81¢
2,63( 2,80 7,90
— 97t 75C

102 (1,750 64¢
(46) 108 (295)
(772) (2,139 (4,719
(1,031 (46) (226)
3,15¢ — —
(40€) — —
39,64 106,71¢ 176,90:
(42,57) (99,619 (170,999
— — (10,000)

— — 15¢
(1,477) (1,402) (1,339
(126) 59¢€ 45€
13¢ 2,031 937
124 1,26( 1,07¢
7,661 19,12¢ 10,86¢
27,58: 35,45¢ 30,88¢
(152,85) (24,91) 27,05(
(20,579) — —
19,05¢ = =
8,43¢ 1,24¢ 1,221
(20,54) (28,29) (74,390
(5,009 (847) —
— (127,58) (94,669
(35,209 — —
35,00¢ 45,39 28,04¢
7,711 3,72t —
— 75,46( 118,37:
57,19¢ 24,017 —
(4,659 2,54 1,09¢
4,01¢ 2,11¢ 3,10¢
(3,970 (4,289 (2,600)
(111,37) (31,42) 7,24:
(26,629 27,09: 13,58¢
24,74¢ 112,51 (5,310
215,00( 70,00 —
(110,00() (225,00() (41,000
(14¢) (915) 277
34¢ 65 41¢
(9,179 (8,109 (11,89)
(8,241) (8,239 (8,579
51 (31) (605)
85,95 (32,62 (53,119
2,15¢ (28,580) (14,989
33,95¢ 62,54 77,52
$ 36,11 $ 33,95¢ $ 62,54
$ 7,245 $  9,96¢ $ 14,15
11,80: 8,13¢ 9,01¢
— 536,01( —
1,21¢ 20€ —
7,24: 2,38( 5,62
4,28¢ 3,35¢ 4,05(
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Notes to Consolidated Financial Statements

(1) Summary of Significant Accounting Policies
Principles of Consolidation

The consolidated financial statements include twants of OceanFirst Financial Corp. (the “Comgaaynd its whollyowned subsidiary, OceanFirst Bank
“Bank”) and its wholly-owned subsidiaries, OceasFiREIT Holdings, Inc, and its whollgwned subsidiary OceanFirst Realty Corp., OceahBeesvices, LL(
and its whollyewned subsidiary OFB Reinsurance, Ltd., 975 Holsling-C. All significant intercompany accounts amdrnisactions have been eliminate:
consolidation.

Certain amounts previously reported have beenssified to conform to the current year's preseatati

Business

The Bank provides a range of community bankingises/to customers through a network of branchesaoffices in Ocean, Monmouth, Middlesex and Me
Counties in New Jersey. The Bank is subject to aditipn from other financial institutions; it issal subject to the regulations of certain regulatmgncies ar
undergoes periodic examinations by those regulaotiorities.

Basis of Financial Statement Presentation

The consolidated financial statements have beepaped in conformity with U.S. generally acceptedaamting principles. The preparation of the accomypay
consolidated financial statements in conformityhvifiese accounting principles requires managementke estimates and assumptions about future evEms
estimates and the underlying assumptions affectatheunts of assets and liabilities reported, d@gles about contingent assets and liabilities, r@pdrte
amounts of revenues and expenses. Material estntlaé¢ are particularly susceptible to significahinge in the near term relate to the determinaifotie
allowance for loan losses, the determination ofrdeerve for repurchased loans and loss sharingatioins, the valuation of mortgage servicing righhd th
evaluation of securities for other-than-temporamypairment. These estimates and assumptions ared lmsemanagemers’ best estimates and judgm
Management evaluates its estimates and assumptioas ongoing basis using historical experienceather factors, including the current economic ssrwinent
which management believes to be reasonable undarirtumstances. Such estimates and assumptiorsljaisted when facts and circumstances dictatéutiise
events and their effects cannot be determined pritision, actual results could differ significgnittom these estimates. Changes in those estimegegting fron
continuing changes in the economic environmentbélreflected in the financial statements in fuppeeods.

Cash Equivalents

Cash equivalents consist of interéstaring deposits in other financial institutionsl dmans of Federal funds. For purposes of the dimtaed statements of ce
flows, the Company considers all highly liquid detsttruments with original maturities of three mtmnbr less to be cash equivalents.

Securities

Securities include securities held-to-maturity aeturities available-fosale. Management determines the appropriate dztsiin at the time of purchase
management has the positive intent not to selltardCompany would not be required to sell priomtaturity, the securities are classified as heldaturity
securities. Such securities are stated at amortiastd During 2013, the Company transferred $588@lllon of previously designated available-fsale securities
held-tomaturity designation at estimated fair value. Tr@mPany has the ability and intent to hold thesausées as an investment until maturity or call.e
securities
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transferred had an unrealized loss of $13.3 milkorthe time of transfer which continues to bee®t®d in accumulated other comprehensive incomiepf
subsequent amortization, which is being recognest the life of the securities. Securities in #vailable-forsale category are securities which the Company
sell prior to maturity as part of its asset/lidlgilimanagement strategy and all marketable equityriges. Such securities are carried at estiméédvalue an
unrealized gains and losses, net of related teecgfre excluded from earnings, but are included aeparate component of stockholderglity and as part
comprehensive income. Discounts and premiums ourities are accreted or amortized using the Igigd method over the estimated lives of the sdies
including the effect of prepayments. Gains or lesse the sale of such securities are includedhiardhcome using the specific identification method

Other-Than-Temporary Impairments on Securities

One of the significant estimates related to seiesris the evaluation for other-than-temporary impants. If a determination is made that a debuisgcis other-
than-temporarily impaired, the Company will estim#ite amount of the unrealized loss that is atizible to credit and all other namedit related factors. T
credit related component will be recognized as therethan-temporary impairment charge in noterest income as a component of gain (loss) oorgees, ne
The noneredit related component will be recorded as ansgjent to accumulated other comprehensive incomieof tax. If a determination is made tha
equity security is other-than-temporarily impair#fte unrealized loss will be recognized as an eth@n-temporary impairment charge in noterest income as
component of gain (loss) on securities, net.

The evaluation of securities for impairments isuamfitative and qualitative process, which is scidje risks and uncertainties and is intended terd@ne whethe
declines in the estimated fair value of investmehisuld be recognized in current period earninge fisks and uncertainties include changes in géeeonomi
conditions, the issuer’s financial condition andidure prospects, the effects of changes in istages or credit spreads and the expected recpeeiod.

On a quarterly basis the Company evaluates theriiesuportfolio for other-thanemporary impairment. Securities that are in arealized loss position ¢
reviewed to determine if an other-themporary impairment is present based on certaamtifative factors. The primary factors consideredvaluating whether
decline in value is other-thaemporary include: (a) the length of time and ekterwhich the estimated fair value has been leas tost or amortized cost and
expected recovery period of the security, (b) tharfcial condition, credit rating and future prosiseof the issuer, (c) whether the debtor is curoencontractuall
obligated interest and principal payments and (a@tiver the Company intends to sell the securityvainether it is more likely than not that the Comypauill not
be required to sell the security.

Loans Receivable

Loans receivable, other than loans helddale, are stated at unpaid principal balance, phamnortized premiums less unearned discounts, fré¢ferred loa
origination and commitment fees and costs, andlog&vance for loan losses.

Loan origination and commitment fees and certaieadiloan origination costs are deferred and thdeaeeor cost is recognized in interest income gisire level-
yield method over the contractual life of the sfieally identified loans, adjusted for actual prgpeents. For each loan class, a loan is consideastidue when

payment has not been received in accordance watlcdhtractual terms. Loans which are more thana8@ gast due, including impaired loans, and otbeng it

the process of foreclosure are placed on acerual status. Interest income previously accarethese loans, but not yet received, is revenseéde current perio

Any interest subsequently collected is creditethtmme in the period of recovery only after thd fuincipal balance has been brought current. A lisareturned t

accrual status when all amounts due have beenveztand the remaining principal balance is deeno#idatible.

A loan is considered impaired when it is deemedbabte that the Company will not collect all amoudtge according to the contractual terms of the
agreement. The Company has defined the populafionpaired
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loans to be all non-accrual commercial real estatdti-family, land, construction and commercial and irtdakloans in excess of $250,000. Impaired loare
individually assessed to determine that the lo@asying value is not in excess of the estimateédalue of the collateral or the present valuetteé loans
expected future cash flows. Smaller balance homeges loans that are collectively evaluated for immpent, such as residential mortgage loans anduroel
loans, are specifically excluded from the impaiieh portfolio, except when they are modified ima@uble debt restructuring.

Loan losses are chargedf-in the period the loans, or portion, thereoé aleemed uncollectible, generally after the loacobees 120 days delinquent. ~
Company will record a loan charge-off (includingartial chargesff) to reduce a loan to the estimated fair valtithe underlying collateral, less cost to selif is
determined that it is probable that recovery waliree primarily from the sale of the collateral.

Mortgage Loans Held-for-sale

The Company regularly sells part of its mortgagenl@riginations in order to manage interest ras& énd liquidity. The Bank has generally sold fixatk
mortgage loans with final maturities in excess Dygars.

In determining whether to retain mortgages, managemmonsiders the Compasyoverall interest rate risk position, the volunfiswach loans, the loan yield and
types and amount of funding sources. The Comparyaisa retain mortgage loan production in ordentprove yields and increase balance sheet leverage.

Mortgage loans held-fesale are carried at the lower of unpaid principalabce, net, or estimated fair value on an aggeebasis. Estimated fair value
determined based on bid quotations from secuiiézders.

Allowance for Loan Losses

The allowance for loan losses is a valuation actthat reflects probable incurred losses in then Ipartfolio. The adequacy of the allowance for ldasses i
based on management’s evaluation of the Compgapgst loan loss experience, known and inhereks iis the portfolio, adverse situations that mafgetfthe
borrowers ability to repay, estimated fair value of any eriging collateral and current economic conditioAsiditions to the allowance arise from charge
operations through the provision for loan losseBan the recovery of amounts previously chargefd-Tifie allowance is reduced by loan charge-offs.

The allowance for loan losses is maintained ataoust management considers sufficient to providefobable losses. The analysis considers knowrnirdregten
risks in the loan portfolio resulting from managentie continuing review of the factors underlyingthuality of the loan portfolio.

The Banks allowance for loan losses includes specific adloges and a general allowance, each updated oartedy basis. A specific allowance is determi
for all nonaccrual loans where the estimated fair value ofutigerlying collateral can reasonably be evaludfed.these loans, the specific allowance repre
the difference between the Bank’s recorded investrmethe loan, net of any interim chargfs, and the estimated fair value of the colldidess estimated sellii
costs.

If a loan becomes 90 days delinquent, the Bankimbtn updated collateral appraisal. For residerge estate loans, the appraisal is updated digritithe loar
remains delinquent for an extended period. For axxrual commercial real estate loans, the Banksassewhether there has been an adverse change
collateral value supporting the loan. The Bankize# information based on its knowledge of charigesal estate conditions in its lending area eniify whethe
a possible deterioration of collateral value hasuoed. Based on the severity of the changes irkehasonditions, management determines if an up:
commercial real estate appraisal is warranted dovinward adjustments to the previous appraisalhamanted. If it is determined that the deterimmatof the
collateral value is significant enough to warrardesing a new appraisal, an estimate of the
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downward adjustments to the existing appraisedevislwsed in assessing if additional specific researe necessary until the updated appraisatésve.

A general allowance is determined for all loang i@ not individually evaluated for a specificoalance. In determining the level of the generavedince, th
Bank segments the loan portfolio into various lsagments and classes as follows:

Loan Portfolio Segment Loan Class
Residential real estat - Residentia

- Residential constructic
Commercial real estat - Commercia

- Construction and lan
Consumer - Consume!
Commercial and industrie - Commercial and industrii

The loan portfolio is further segmented by delingmiestatus and risk rating (Pass, Special Mentguhstandard and Doubtful). An estimated loss faistdher
applied to each risk tranche. To determine the fastor, the Bank utilizes historical loss expeceras a percent of loan principal adjusted foragerualitative
factors and the loss emergence period.

The Bank’s historical loss experience is based milimg 24-month look-back period for all loan segnts. This was selected based on (1) managesjadgmer
that this period captures sufficient loss events@th dollar terms and number of individual evitdsbe relevant; and (2) that the Basmkinderwriting criteria ar
risk characteristics have remained relatively stabtoughout this period.

The historical loss experience is adjusted foraierjualitative factors including, but not limitéal (1) delinquency trends, (2) net chaafétrends, (3) nature al
volume of the loan portfolio, (4) loan policies andderwriting standards, (5) experience and abibtylending personnel, (6) changes in current epoc
conditions, (7) concentrations of credit, (8) loaview system, and external factors such as (@) loompetition and (10) regulation. The Bank coessdth
applicability of each of these qualitative factorestimating the general allowance for each loanfplio segment. Each quarter, the conditions thasted in th
24-month lookback period are compared to current conditionsufipert a conclusion as to which qualitative adjwesita are (or are not) deemed necessary
particular portfolio segment.

The Bank calculates and analyzes the loss emergmrasd on an annual basis or more frequently ifditions warrant. The Bang’methodology is to use Ic
events in the past 8 quarters to determine the dossrgence period for each loan segment. The loesgence period is specific to each loan segmed
determined based on (1) the occurrence of a losstevhich resulted in a potential loss and (2) rordtion of the potential loss is deemed to occhemwthe Ban
records an initial charge-off on the loan or dovaugs the risk-weighting to substandard or doubtful.

The adjusted loss factors are then applied to eakhranche. Existing economic conditions whick Bank considered to estimate the allowance fan loase
include local and regional trends in economic ghowinemployment and real estate values. In evalgidtie qualitative factors as of December 31, 2@ke
Company considered the potential adverse impaattfal and proposed increases to flood insuraremipms which may stress borroweadility to repay the
loans or lower real estate values in certain flpoohe areas; the recent recruitment of commereiaddrs and the related accelerated growth in comaheea
estate loans; and the Company’s recent emphasiermsiruction-tgeermanent residential construction loans attridetédblocal rebuilding after the damage cat
by superstorm Sandy.

The Bank also maintains an unallocated portiorhefallowance for loan losses. The primary purpdghe unallocated component is to account for tiefien
imprecision of the overall loss estimation prodestuding
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the periodic updating of appraisals, commerciahldak ratings, and continued economic uncertainét may not be fully captured in the Companigss histor
or the qualitative factors.

Upon completion of the aforementioned procedures\erall management review is performed includaigp analyses to identify divergent trends comgavéh
the Bank’s own historical loss experience, thednisal loss experience of the Bank's peer group amhagemen$’ understanding of general regula
expectations. Based on that review, managementdeayify issues or factors that previously had lme¢n considered in the estimation process, whichwaaran
further analysis or adjustments to estimated lastofs or the allowance for loan losses.

Reserve for Repurchased Loans and Loss Sharing Ogétions

The reserve for repurchased loans and loss shaliligations relates to potential losses on loand sdich may have to be repurchased due to a voolat
representations and warranties and an estimateddank’s obligation under a loss sharing arrangerfoe loans sold to the Federal Home Loan Bank(B").
Provisions for losses are charged to gain on shleams and credited to the reserve while actussds are charged to the reserve. The reserve eafsah
Company’s estimate of the total losses expectesttor and is considered to be adequate by managdrased upon the Compasyévaluation of the potent
exposure related to the loan sale agreements begudriod of repurchase risk. The reserve for msed loans and loss sharing obligations is irdud othe
liabilities on the Company’s consolidated statenwdrfinancial condition.

Mortgage Servicing Rights (“MSR”)

The Company recognizes as a separate asset the tagbervice mortgage loans, whether those rigtgsacquired through purchase or loan originatiividies.
MSR are amortized in proportion to and over thémested period of net servicing income. The estimid#gr value of MSR is determined through a disdec
analysis of future cash flows, incorporating nunasrassumptions including servicing income, sergicasts, market discount rates, prepayment speetidetaul
rates, as well as the information obtained from Gloenpanys recent sale of MSR. Impairment of the MSR is ss=& on a quarterly basis on the estimate:
value of those rights with any impairment recogdias a component of loan servicing fee income. Impnt is measured by risk strata based on theesteat
of the underlying mortgage loans. Fees earnedeiaicgng loans are reported as income when theelmortgage loan payments are collected.

Other Real Estate Owned (“OREQ”)

Other real estate owned is carried at the loweost or estimated fair value, less estimated dos¢ell. When a property is acquired, the exceshefoan balanc
over estimated fair value is charged to the allaveafor loan losses. Operating results from reatestwned, including rental income, operating espsngair
and losses realized from the sales of other réateeswned and subsequent write-downs are rec@sl@tturred.

Premises and Equipment

Land is carried at cost and premises and equipmealding leasehold improvements, are stated at tmss accumulated depreciation and amortizi
Depreciation and amortization are computed usiregsthaightine method over the estimated useful lives ofdksets or leases. Depreciable lives are as fo
computer equipment: 3 years; furniture, fixtures ather electronic equipment: 5 years; building ioyements: 10 years; and buildings: 30 years. Repa
maintenance items are expensed and improvementspitalized. Gains and losses on dispositionsedlected in current operations.

Income Taxes

The Company utilizes the asset and liability metbbéccounting for income taxes. Under this methieferred tax assets and liabilities are recognfaedhe
future tax consequences attributable to differehedseen the
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financial statement carrying amounts of existingess and liabilities and their respective tax baBeserred tax assets and liabilities are measuséty enacted t:
rates expected to apply to taxable income in tlesym which those temporary differences are exguketd be recovered or settled. The effect on dedetaix asse
and liabilities of a change in tax rates is recagdiin income in the period that includes the enact date. Any interest and penalties on taxestpayae include
as part of the provision for income taxes.

Impact of New Accounting Pronouncements

In January 2014, the Financial Accounting Stand@dard (“FASB”) issued Accounting Standards Upd@#SU”) 2014-04, “Receivables Froubled Dek
Restructurings by Creditors (Subtopic 310-40) Resifecation of Residential Real Estate CollateediZConsumer Mortgage Loans upon Foreclosusdiich
applies to all creditors who obtain physical posegesof residential real estate property collaieirad) a consumer mortgage loan in satisfaction kcivable. Th
amendments in this update clarify when an in sultgtaepossession or foreclosure occurs and reqiisesure of both (1) the amount of foreclosesidentia
real estate property held by a creditor and (2)&werded investment in consumer mortgage loarlateddlized by residential real estate property #ra in th
process of foreclosure. The amendments in ASU ZBtL4re effective for fiscal years, and interim pds within those fiscal years, beginning after Deler 15
2014. The adoption of this standard is not expetddthve a material impact on the Company’s codatéd financial statements.

Comprehensive Income

Comprehensive income is comprised of net incomeadiner comprehensive income (loss). Other compghenncome (loss) includes items recorded direici
equity, such as unrealized gains or losses on isiestavailable-for-sale and accretion of unrealiless on securities reclassified to held-to-maguri

Bank Owned Life Insurance(“BOLI")

Bank Owned Life Insurance is accounted for usirggdash surrender value method and is recorded egdtizable value. The CompasyBOLI is invested in
separate account insurance product which is ingéata fixed income portfolio. The separate accanoludes stable value protection which maintagelizabl
value at book value with investment gains and lesserortized over future periods. The change im#teasset value is included in other non-interastrne.

Segment Reporting

As a community-oriented financial institution, stébttially all of the Banlks operations involve the delivery of loan and dépa®ducts to customers. The B:
makes operating decisions and assesses perforrbased on an ongoing review of these community lm@nkiperations, which constitute the only opere
segment for financial reporting purposes.

Earnings Per Share

Basic earnings per share is computed by dividingimeome available to common stockholders by théghted average number of shares of common

outstanding. Diluted earnings per share is caledldty dividing net income available to common staders by the weighted average number of shar
common stock outstanding plus potential commonkstatilizing the treasury stock method. All shareaunts exclude unallocated shares of stock helthé
Employee Stock Ownership Plan (‘ESOP”) and thentige Plan.

(2) Regulatory Matters

Applicable regulations require the Bank to maintaimimum levels of regulatory capital. Under thgukations in effect at December 31, 2014, the Bark
required to maintain a minimum ratio of tangiblgital to total
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adjusted assets of 1.5%; a minimum ratio of Tieafpital to risk weighted assets of 4.0%; and, aimim ratio of total (core and supplementary) cdpiarisk-
weighted assets of 8.0%.

Under the regulatory framework for prompt correetigction, Federal regulators are required to tekeaim supervisory actions (and may take addit
discretionary actions) with respect to an undetediped institution. Such actions could have adimaterial effect on the instituti®financial statements. T
regulations establish a framework for the clasaifan of banking institutions into five categoriesell-capitalized, adequately capitalized, undercapgdl
significantly undercapitalized and critically undepitalized. Generally an institution is considevell-capitalized if it has a Tier 1 ridgkased ratio of at least 6.
and a total risk-based capital ratio of at leas@%0 At December 31, 2014 and 2013, the Bank wasidered well-capitalized.

The following is a summary of the Baskactual capital amounts and ratios as of DeceBibhe2014 and 2013 compared to the regulatory miminuapita
adequacy requirements and the regulatory requirenfenclassification as a well-capitalized inditn (in thousands).

To be wel-capitalized

For capital adequacy under prompt
Actual purposes corrective action
As of December 31, 201 Amount Ratio Amount Ratio Amount Ratio
Tangible capita $223,57: 9.4€% $ 35,46¢ 1.5(% $ — —%
Tier 1 leverage 223,57 9.4¢€ 94,57: 4.0C 118,21° 5.0C
Tier 1 risk-based capite 223,57 14.0¢ 63,66: 4.0C 95,49¢ 6.0C
Total risk-based capite 239,94( 15.0¢ 127,32! 8.0C 159,15° 10.0¢
To be wel-capitalized
For capital adequacy under prompt
Actual purposes corrective action
As of December 31, 201 Amount Ratio Amount Ratio Amount Ratio
Tangible capita $217,77¢ 9.6€% $ 33,83( 1.5(% $ — —%
Tier 1 leverage 217,77¢ 9.6¢€ 90,21¢ 4.0C 112,76t 5.0C
Tier 1 risk-based capite 217,77¢ 14.7: 59,19( 4.0C 88,78¢ 6.0C
Total risk-based capite 236,30 15.97 118,38( 8.0C 147,97" 10.0¢

Applicable regulations impose limitations uponapital distributions by the Bank, such as divideadd payments to repurchase or otherwise acchéres. Th
Bank may not declare or pay cash dividends onpurghase any of its shares of common stock if tfecethereof would cause stockholdeesjuity to be reduce
below applicable regulatory capital maintenanceliregnents or if such declaration and payment wotiierwise violate regulatory requirements.
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(3) Securities

The amortized cost and estimated fair value of sges available-for-sale and held-to-maturity ad@mber 31, 2014 and 2013 are as follows (in thasga

Available-for-sale:
Investment securitie:
U.S. agency obligatior
Held-to-maturity:
Investment securitie:
U.S. agency obligatior
State and municipal obligatiol
Corporate debt securitit
Total investment securitie
Mortgage-backed securitie:
FHLMC
FNMA
GNMA
Total mortgag-backed securitie
Total hel-to-maturity

Total securitie:

Available-for-sale:
Investment securitie:
U.S. agency obligatior
Equity investment
Total investment securities availa-for-sale
Held-to-maturity:
Investment securitie:
U.S. agency obligatior
State and municipal obligatiol
Corporate debt securitit
Total investment securitie
Mortgage-backed securitie:
FHLMC
FNMA
GNMA
Total mortgag-backed securitie
Total hel-to-maturity

Total securitie:
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At December 31, 201«

Gross Gross
Unrealizec Unrealized Estimated
Amortized Fair
Cost Gains Losses Value
$ 19,90 $ — $ (96 $ 19,80¢
$ 86,39« $ 97 $ (50) $ 86,44!
13,82¢ 28 (8) 13,84¢
55,00( — (9,750 45,25(
155,22: 122 (9,80¢) 145,53°
141,49: 60¢ (2,659 140,44
184,00: 4,67¢ (1,1872) 187,49
62C 11¢ — 73¢
326,11° 5,402 (2,847 328,67¢
$481,34( $ 5,52¢ $(12,649 $474,21"
$501,24( $ 5,52¢ $(12,74Y $494,01¢
At December 31, 201!
Gross Gross
Unrealizec Unrealized Estimated
Amortized Fair
Cost Gains Losses Value
$ 35,12¢ $ 161 $ — $ 35,28¢
6,757 1,79(C — 8,547
$ 41,88¢ $ 1,951 $ — $ 43,83¢
$ 82,40¢ $ 15¢ $ (149 $ 82,41t
21,78¢ 3€ (35) 21,78¢
55,00( — (10,750 44,25(
159,19( 18¢ (10,929 148,45(
148,75¢ 447 (4,557) 144,65
200,07( 4,65¢ (3,607 201,12:
721 13¢ — 85€
349,55( 5,241 (8,159) 346,63:
$508,74( $ 5,43( $(19,08¢) $495,08:
$550,62! $ 7,381 $(19,08¢) $538,91¢
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For the year ended December 31, 2013, $536.0 mibfopreviously-designated available-for-sale siiesrwere transferred to a held4twaturity designation
estimated fair value. The reclassification for ylear ended December 31, 2013 is permitted as thep&oy has appropriately determined the ability iatent tc
hold these securities as an investment until mgtari call. The securities transferred had an direa net loss of $13.3 million at the time of tséer whict
continues to be reflected in accumulated other cehgnsive loss on the consolidated balance shetedf subsequent amortization, which is being reczegl ove
the life of the securities. The carrying valuelwd hield-to-maturity investment securities at Decein®1, 2014 and 2013 are as follows (in thousands):

December 31

2014 2013
Amortized cost $481,34( $508,74(
Net loss on date of transfer from availe-for-sale (13,349 (13,34
Accretion of unrealized loss on securities recfasito hele- to-maturity 1,42¢ 20¢
Carrying value $469,41° $495,59¢

Realized gains on the sale of securities were 81008, $46,000 and $226,000 for the years endedrer 31, 2014, 2013 and 2012, respectively. Tivere nc
realized losses during 2014, 2013 and 2012 onaleeas securities available-for-sale.

The amortized cost and estimated fair value of stment securities at December 31, 2014 by contachaturity, are shown below (in thousands). Ac
maturities will differ from contractual maturitidgecause issuers may have the right to call or greptigations with or without call or prepaymentnpdties. A
December 31, 2014, corporate debt securities withraortized cost and estimated fair value of $5&llon and $45.3 million, respectively, were cdlla prior tc
the maturity date.

Amortized Estimated
December 31, 201 Cost Fair Value
Less than one ye: $ 46,63¢ $ 46,67¢
Due after one year through five ye 72,89 72,81¢
Due after five years through ten ye 59€ 59¢
Due after ten yeai 55,00( 45,25(

$175,12 $165,34:

Mortgagebacked securities are excluded from the above &bt their effective lives are expected to betsindhan the contractual maturity date due togdpial
prepayments.

The estimated fair value of securities pledgedegsiired security for deposits and for other purpasguired by law amounted to $360,388,000 and 23&700!
at December 31, 2014 and 2013, respectively. Thienat®d fair value of securities pledged as cofldtdor reverse repurchase agreements amount
$70,954,000 and $78,512,000 at December 31, 204 2@183, respectively.
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The estimated fair value and unrealized loss fousges available-for-sale and held4twaturity at December 31, 2014 and December 31, 26@egated by t

duration of the unrealized loss, are as followslfmusands):

Available-for-sale:
Investment securitie:
U.S. agency obligatior
Held-to-maturity:
Investment securitie:
U.S. agency obligatior
State and municipal obligatiol
Corporate debt securitit
Total investment securitie
Mortgagebacked securitie:
FHLMC
FNMA
Total mortgag-backed securitie
Total hel-to-maturity
Total securitiet

Held-to-maturity:
Investment securitie:
U.S. agency obligatior
State and municipal obligatiol
Corporate debt securitit
Total investment securitie
Mortgagebacked securitie:
FHLMC
FNMA
Total mortgag-backed securitie
Total hel-to-maturity
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At December 31, 201-

Less than 12 months 12 months or longer Total
Estimated
Unrealized Unrealized Unrealized
Fair Estimated Estimated
Value Losses Fair Value Losses Fair Value Losses
$1980¢ $ (96 $ — $ — $1980« $ (96
15,13 9) 25,40¢ (41) 40,54 (50)
947 (1) 1,821 @ 2,772 (8)
— — 45,25( (9,750) 45,25( (9,750
16,08: (10) 72,48¢ (9,799 88,567 (9,809)
9,15¢ (34) 96,97¢ (1,629  106,13( (1,659
— — 64,93: (1,18 64,93: (1,182
9,15¢ (34 161,90 (2,807  171,06: (2,847
25,23¢ (44) 234,39 (12,609  259,62¢ (12,649

$4504C $ (140

$234,39.  $(12,60%)

$279,43.  $(12,74Y

At December 31, 201!

Less than 12 months 12 months or longer Total
Estimated
Unrealized Unrealized Unrealized
Estimated Fair Estimated
Fair Value Losses Value Losses Fair Value Losses
$35747 $ (149 $ — $ — $3574 $ (149
3,52¢ (31) 1,15¢ (4) 4,67¢ (35)
— — 44,25( (20,750 44,25( (20,750
39,27 (175)  45,40: (10,759 84,67¢ (10,929
122,36! (4,557) — — 122,36! (4,557)
84,467 (3,607) — — 84,467 (3,607)
206,83; (8,159 — 206,83: (8,159

$246,100  $ (8,339

$45,400  $(10,759)

$291,50¢  $(19,089)
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At December 31, 2014, the amortized cost, estimitied/alue and credit rating of the individual porate debt securities in an unrealized loss musitr greate
than one year are as follows (in thousands):

Credit
Rating
Estimated Moody’s/

Security Description Amortized Cosi Fair Value S&P
BankAmerica Capite $  15,00( $ 12,00( Bal/BB
Chase Capite 10,00( 8,40( Baa2/BBE-
Wells Fargo Capite 5,00( 4,20( A3/BBB+
Huntington Capita 5,00( 4,00( Baa3/BE
Keycorp Capita 5,00( 4,10( Baa3/BBA
PNC Capita 5,00(C 4,20( Baa2/BBE-
State Street Capiti 5,00( 4,25( A3/BBB
SunTrust Capite 5,00( 4,10C Baa3/BB+

$  55,00( $ 45,25(

At December 31, 2014, the estimated fair value axfhecorporate debt security was below cost. Howether total estimated fair value of the corporagd!
securities has steadily increased over the pastakeyears. The corporate debt securities are dsBy@ther financial institutions with credit ragis ranging from
high of A3 to a low of Bal as rated by one of thiinationally-recognized credit rating serviceke3e floatingate securities were purchased in 1998 and
paid coupon interest continuously since issuantmatifg-rate debt securities such as these payeal finterest rate spread over @y LIBOR. Following th
purchase of these securities, the required cred#asl increased for these types of securities mgusidecline in the market price. The Company cated the
unrealized losses on corporate debt securities aeljetemporarily impaired at December 31, 2014cdmcluding that the impairments were only tempgr#re
Company considered several factors in its analyidie. Company noted that each issuer made all theamtually due payments when required. There we
defaults on principal or interest payments and merest payments were deferred. All of the finaniciatitutions were also considered wedpitalized. Cred
spreads have now decreased for these types ofitiecand market prices have improved. Based oragement analysis of each individual security, the iss
appear to have the ability to meet debt serviceirements over the life of the security. Furthereydhe Company does not have the intent to sedetlcerporal
debt securities and it is more likely than not ttiet Company will not be required to sell the siims. The Company has held the securities contislyosinc:
1998 and expects to receive its full principal atunity in 2028 or prior if called by the issueristdrically, the Company has not utilized secuséjes as a sout
of liquidity. The Company’s long range liquiditygpls indicate adequate sources of liquidity outtidesecurities portfolio.

The mortgage-backed securities are issued and rgeacdh by either the Federal Home Loan Mortgage @atpn (“FHLMC”) or Federal National Mortga
Association (“FNMA”), corporations which are chartered by the UnitedeStafjovernment and whose debt obligations are tiypicated AA+ by one of th
internationallyrecognized credit rating services. The Company idens the unrealized losses to be the result ofigdsin interest rates which over time can
both a positive or negative impact on the estimé@dvalue of the mortgageacked securities. The Company does not intendltdhgese securities and it is m
likely than not that the Company will not be reguirto sell the securities before recovery of theiortized cost. As a result, the Company conclutiatithes
securities were only temporarily impaired at Decentfil, 2014.
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(4) Loans Receivable, Net
A summary of loans receivable at December 31, 20142013 follows (in thousands):

December 31

2014 2013
Real estate mortgag

One-to-four family $ 737,88¢ $ 750,58!
Commercial real estate, m-family and lanc 649,95: 528,94!
Residential constructic 47,55 30,82:
1,435,39: 1,310,35.
Consumel 199,34¢ 200,68
Commercial and industrii 83,94¢ 60,54t
Total loans 1,718,68 1,571,57!
Loans in proces (16,73)) (12,714
Deferred origination costs, n 3,207 3,52¢
Allowance for loan losse (16,31 (20,930
(29,84)) (30,119
$ 1,688,841 $ 1,541,461

The Bank’s mortgage loans are pledged to secureBFatlvances.

At December 31, 2014, 2013 and 2012 loans in theuaimof $18,307,000, $45,360,000, and $43,374 @{ectively, were three or more months delinqoeir
the process of foreclosure and the Company wasecmuing interest income on these loans and hasged previously accrued interest. There were ans
ninety days or greater past due and still accrirmerest. Noraccrual loans include both smaller balance homageheans that are collectively evaluated
impairment and individually classified impaired fsa

The Company defines an impaired loan as all nonsatcommercial real estate, muttimily, land, construction and commercial and indekloans in excess
$250,000. Impaired loans also include all loans ifietias troubled debt restructurings. At Decentier2014, the impaired loan portfolio totaled $3®800 fo
which there was a specific allocation in the allosa for loan losses of $2,161,000. At December2B13, the impaired loan portfolio totaled $39,908,do1
which there was a specific allocation in the alloa& for loan losses of $3,647,000. The averagenbalaf impaired loans for the years ended Dece®ibeP014
2013 and 2012 was $41,023,000, $38,587,000, ancbB8O00, respectively. If interest income on @acrual loans and impaired loans had been curn
accordance with their original terms, approximatgly630,000, $2,513,000 and $2,370,000, of intenesime for the years ended December 31, 2014, 26i
2012, respectively, would have been recorded. Ateb®er 31, 2014, there were no commitments to &etditional funds to borrowers whose loans are in-no
accrual status.

An analysis of the allowance for loan losses ferykars ended December 31, 2014, 2013 and 20%Zafi@ws (in thousands):

Years Ended December 31

2014 2013 2012
Balance at beginning of year $20,93( $20,51( $18,23(
Provision charged to operatio 2,63( 2,80( 7,90(
Charge-offs (7,827) (3,52)) (7,089
Recoveries 584 1,14] 1,46¢
Balance at end of ye. $16,31% $20,93( $20,51(
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The following table presents an analysis of thevedince for loan losses for the years ended Decegihe2014 and 2013, the balance in the allowancéofr
loses and the recorded investment in loans by@artfegment and based on impairment method asoémber 31, 2014 and 2013 (in thousands):

Commercial
Residential Commercial and
Real Estat¢ Real Estate Consumel Industrial Unallocatec Total
Eor the year ended December 31, 2
Allowance for loan losse:
Balance at beginning of ye $ 4,85¢ $ 10,37: $ 1,36 $ 138: $ 2,957 $ 20,93(
Provision (benefit) charged to operatic 5,86: (1,12%) 211 (44¢€) (1,875)(A) 2,63(
Chargroffs (6,95¢) (329 (471) (79) — (7,827)
Recoverie: 52t 9 46 4 — 584
Balance at end of ye $ 4,291 $ 8,93t $  1,14¢ $ 86 $ 1,082 $ 16,317
For the vear ended December 31, 2
Allowance for loan losse:
Balance at beginning of ye $ 5,241 $ 8,931 $  2,26¢ $ 1348 $ 2,72( $ 20,51(
Provision (benefit) charged to operatic 1,23¢ 1,38: (297) 241 237 2,80(
Chargeoffs (2,444 — (842) (23%) — (3,52)
Recoveries 82¢€ 51 23t 29 — 1,141
Balance at end of ye $ 4,85¢ $ 10,37: $ 1,360 $ 138 $ 2,957 $  20,93(
December 31, 201
Allowance for loan losse:
Ending allowance balance attributed to lo¢
Individually evaluated for impairmel $ 8¢ $ 1,741 $ 33z $ — 3 — $ 2,161
Collectively evaluated for impairme 4,20:¢ 7,194 814 862 1,082 14,15¢
Total ending allowance balan $ 4,291 $ 8,93t $  1,14¢ $ 86 $ 1,082 $ 16,31:
Loans:
Loans individually evaluated for impairme $ 12,87¢ $ 21,16¢ $ 2,221 $ 714 3% — $ 36,97¢
Loans collectively evaluated for impairme 772,56: 628,78t 197,12¢ 83,23: — 1,681,70!
Total ending loan balanc $ 785,44 $ 649,95 $ 199,34¢ $ 83,94t $ — $1,718,68
December 31, 201
Allowance for loan losse:
Ending allowance balance attributed to lo¢
Individually evaluated for impairmel $ 2 $ 3,612 $ 33 $ — 3 — $ 3,641
Collectively evaluated for impairme 4,857 6,75¢ 1,321 1,38:¢ 2,957 17,28:
Total ending allowance balan $ 4,85¢ $ 10,37: $ 1,360 $ 138 $ 2,951 $  20,93(
Loans:
Loans individually evaluated for impairme $ 18,19: $ 17,64: $ 2,961 $ 1,107 $ — $ 39,90:
Loans collectively evaluated for impairme 763,21« 511,30: 197,72: 59,43¢ — 1,531,67!
Total ending loan balanc $ 781,40 $  528,94! $ 200,68: $ 60,54¢ $ — $1,571,57!

(A) The reduction in the unallocated portion of thewaince for loan losses is due to the improvedpiskile of the loan portfolio and related credittnies, and the lower level of uncertainty relatiogfuture loal
losses. As a result of the bulk sale of most naffiepming residential loans, the total amount of 1pemforming loans decreased, nperforming loans as percent of total loans decrbzsed the allowance 1
loan losses as a percent of total -performing loans increased, as compared to Dece&ihe&t012
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A summary of impaired loans at December 31, 201428113 is as follows (in thousands):

December 31

2014 2013
Year-end impaired loans with no allocated allowaiocdoan losses $26,48" $24,457
Yeal-end impaired loans with allocated allowance fonlézsses 10,49: 15,44¢

$36,97¢ $39,90:

Amount of the allowance for loan losses alloce $ 2,161 $ 3,647

At December 31, 2014, impaired loans include tredhdiebt restructuring loans of $23,493,000 of wi$2h,462,000 were performing in accordance withr
restructured terms and were accruing interest. égdinber 31, 2013, impaired loans include troubkdat destructuring loans of $31,119,000 of which,826,00(
were performing in accordance with their restruetliterms and were accruing interest.

The summary of loans individually evaluated for ayment by class of loans as of December 31, 2042813 and for the years ended December 31, 20d
2013 follows (in thousands):

Allowance for
Unpaid
Principal Recorded Loan Losses
Balance Investment Allocated
As of December 31, 201
With no related allowance recorde
Residential real esta $12,35: $11,93: $ —
Commercial real estat
Commercial 12,17 12,14: —
Construction and lan — — —
Consume| 2,24: 1,70( —
Commercial and industri 714 714 —
$27,48: $ 26,487 $ =
With an allowance recorde
Residential real esta $ 94¢ $ 94¢ $ 88
Commercial real estat
Commercial 9,02: 9,02: 1,741
Construction and lan — — —
Consume! 521 521 33z
Commercial and industri — — —
$10,49: $10,49: $ 2,161
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As of December 31, 201
With no related allowance recorde
Residential real esta
Commercial real estat
Commercia
Construction and lan
Consume!
Commercial and industrii

With an allowance recorde
Residential real esta
Commercial real estat

Commercial
Construction and lan
Consume!
Commercial and industrii

With no related allowance recorde
Residential real esta
Commercial real estat

Commercia
Construction and lan
Consume!
Commercial and industrii

With an allowance recorde
Residential real esta
Commercial real estat

Commercia
Construction and lan
Consume!
Commercial and industrii

78

Allowance for
Unpaid
Principal Recorded Loan Losses
Balance Investment Allocated
$19,55¢ $ 18,13( $ —
2,30 2,29 —
3,43¢ 2,92¢ _
1,105 1,105 —
$26,40: $ 24,457 $ =
$ 62 $ 62 $ 2
15,12¢ 15,04: 3,38¢
30¢ 30¢ 222
33 33 33
$15,53: $ 15,44¢ $ 3,641
For the years ended of December 3
2014
Average Interest Average Interest
Recorded Income Recorded Income
Investment Recognize( Investment Recognizer
$ 16,25 $ 662 $ 20,69 $ 81c
11,39¢ 384 2,704 11C
76 — — —
1,98 96 3,42¢ 124
38€ 10 60€ 8
$ 30,09: $ 1,152 $ 27,43: $ 1,05t
$  99C $ 59 $ 36 $ 1
9,19¢ 77 10,68: 217
152 — 391 —
592 48 45 2
$ 10,93( $ 184 $11,15¢ $ 22C
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The following table presents the recorded investrirenonaccrual loans by class of loans as of Decembe2@®14 and 2013 (in thousands). The decrease fro
prior year was primarily due to the bulk sale ofstneon-performing residential and consumer mortdages with an aggregate carrying value of $23llioni

December 31
2014 2013

Residential real estat
Residentia $ 3,11¢ $28,21:
Residential constructia —
Commercial real estat

Commercial 12,55¢ 11,99¢
Construction and lan 20C 30¢
Consume! 1,871 4,32¢
Commercial and industri 557 51¢&
$18,307 $45,36(

The following table presents the aging of the rdedrinvestment in past due loans as of Decembe2@®¥ and 2013 by class of loans (in thousands):

Greater
30-59 60-89 than
Days Days 90 Days Total Loans Not
Past Due Past Due Past Due Past Due Past Due Total
December 31, 201
Residential real estat
Residentia $ 7,36 $ 1,69 $ 1,61¢ $10,67¢ $ 727,21 $ 737,88¢
Residential constructic — — — — 47,55: 47,55
Commercial real estat
Commercia 11¢ — 12,55¢ 12,67 587,38 600,06
Construction and lan — — 20C 20C 49,687 49,887
Consume! 84t 23z 1,83¢ 2,91( 196,43¢ 199,34¢
Commercial and industri — — 557 557 83,38¢ 83,94¢

$ 8,32¢ $1,92% $16,76: $27,02: $ 1,691,66 $1,718,68

December 31, 201
Residential real estat

Residentia $ 6,30¢ $ 2,63¢ $ 25,29¢ $ 34,23 $ 716,35( $ 750,58

Residential constructia 19¢ — — 19¢& 30,62¢ 30,82:
Commercial real estat

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

Construction and lan — — 30¢ 30¢ 25,76¢ 26,07¢
Consumel 864 29¢ 4,21¢ 5,381 195,30: 200,68
Commercial and industrii — — 51F 5l 60,03( 60,54

$834¢ $3,78 $3955¢ $51,68 $1519,89 $1,57157

The Company categorizes all commercial and indalstand commercial real estate loans, except fallsousiness loans, into risk categories basedet@van
information about the ability of borrowers to sewvitheir debt such as: current financial informatibistorical payment experience, credit documénriaanc
current economic trends, among other factors. @hadysis is performed on a quarterly basis. The @m uses the following definitions for risk rating

Special Mention. Loans classified as Special Mentiave a potential weakness that deserves manafenudose attention. If left uncorrected, tr
potential weaknesses may result in deterioratich®fepayment prospects for the loan or of thekBarredit position at some future date.
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Substandard. Loans classified as Substandard adedonately protected by the current net worth amdng capacity of the borrower or of the collat
pledged, if any. Loans so classified have a wefined weakness or weaknesses that jeopardiziqgthidation of the debt. They are characterizedtto
distinct possibility that the Company will sustaiome loss if the deficiencies are not corrected.

Doubtful. Loans classified as Doubtful have all theaknesses inherent in those classified as Sulzst@nwith the added characteristic that the wesdm
make collection or liquidation in full, on the bssif currently existing facts, conditions and valugighly questionable and improbable.

Loans not meeting the criteria above that are aealyndividually as part of the above describectcpss are considered to be Pass related loans. hoansted ai
included in groups of homogeneous loans. As of Déxer 31, 2014 and 2013, and based on the mosttracelysis performed, the risk category of loanglag:
of loans is as follows (in thousands):

Special

Pass Mention Substandarc Doubtful Total
December 31, 201
Commercial real estat
Commercial $562,75¢ $12,68¢ $ 24,62« $ — $600,06:
Construction and lan 49,23 — 65€ — 49,887
Commercial and industrii 82,69! 173 1,08( — 83,94¢
$694,68( $12,857 $ 26,36( $ — $733,89°
December 31, 201
Commercial real estat
Commercial $471,43" $ — $ 30,57¢ $ 857 $502,86¢
Construction and lan 25,01¢ — 1,05¢ — 26,071
Commercial and industri 59,08¢ 1,07( 38¢ 60,54¢

$555,54: $ 1,07C $ 32,02 $ 857 $589,49(

For residential and consumer loan classes, the @oynpvaluates credit quality based on the aginmstaf the loan, which was previously presented] ly
payment activity. The following table presents theorded investment in residential and consumerddmsed on payment activity as of December 314 20
2013 (in thousands):

Residential Real Estate

Residential
Residential construction Consumer
December 31, 201
Performing $734,77- $ 47,55: $197,47:
Non-performing 3,11¢ — 1,877

$737,88! $ 47,55: $199,34¢

December 31, 201

Performing $722,37: $ 30,82: $196,35¢
Non-performing 28,21: — 4,32¢
$750,58:- $ 30,82: $200,68:

The Company classifies certain loans as troubléd @estructurings (“TDR”when credit terms to a borrower in financial diffily are modified. The modificatio
may include a reduction in rate, an extension imtand/or the capitalization of past due amountse-@-four family and consumer loans where the dwer’s
debt is discharged in a bankruptcy filing are atsasidered troubled debt restructurings. For theass, the Bank retains its security interest ia thal esta
collateral. Included in the namecrual loan total at December 31, 2014, 2013 &i@ vere $2,031,000, $9,663,000 and $18,160,08pentively, of troubled de
restructurings.
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At December 31, 2014, 2013 and 2012, the Compasyalacated $419,000, $1,816,000 and $2,418,0GPertively, of specific reserves to loans which
classified as troubled debt restructurings. Moorual loans which become troubled debt restringarare generally returned to accrual status afiemonths ¢
performance. In addition to the troubled debt egtirings included in nomecrual loans, the Company also has loans cladsifidroubled debt restructuring wk
are accruing at December 31, 2014, 2013 and 20l2hwibtaled $21,462,000, $21,456,000 and $17,783,@6&spectively. All troubled debt restructurir
regardless of payment status, are considered ieghioans and are individually evaluated as path@fdetermination of the allowance for loan losses.

The following table presents information about tieal debt restructurings which occurred duringytbars ended December 31, 2014 and 2013, and tcbdbla
restructurings modified within the previous yead avhich defaulted during the years ended Decembg2@14 and 2013 (dollars in thousands):

Number
Pre-modification Post-modification
of Loans Recorded Investmen Recorded Investmen
Year ended December 31, 2C
Troubled Debt Restructuring
Residential real esta 1C $ 2,31: $ 1,901
Consume! 1C 234 17¢
Number
of Loans Recorded Investmen
Troubled Debt Restructuring
Which Subsequently Default¢
Consumel 1 $ 40
Number
Pre-modification Post-modification
of Loans Recorded Investmen Recorded Investmen
Year ended December 31, 2C
Troubled Debt Restructuring
Residential real esta 6 $ 1,70¢ $ 1,69¢
Consume! 12 601 43¢
Number
of Loans Recorded Investmen
Troubled Debt Restructuring
Which Subsequently Defaulte:
Residential real esta 2 $ 30C
Consume! 1 12

(5) Servicing Asset
An analysis of the servicing asset for the yeadedrDecember 31, 2014, 2013 and 2012 is as fol{owtsousands):

Years Ended December 31

2014 2013 2012
Balance at beginning of year $4,17¢ $ 4,56¢ $4,83¢
Capitalized mortgage servicing rigt 28€ 99t 1,36t
Amortization (1,01¢) (1,385) (1,637
Mortgage servicing rights so (2,747 — —
Balance at end of ye. $ 701 $4,17¢ $ 4,56¢

Loans serviced for others amounted to $197,791:0@D$806,810,000 at December 31, 2014 and 2018ecat¢ely, all of which relate to residential loarfg
December 31, 2014, the servicing asset had anagstim
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fair value of $1,143,000 and was valued based @ea®rd future cash flows considering a weightedame discount rate of 9.7%, a weighted averagetani
prepayment rate on mortgages of 11.9% and a welgiverage life of 7.3 years. At December 31, 208, servicing asset had an estimated fair val
$7,458,000 and was valued based on expected ftaisteflows, considering a weighted average discaiatof 9.5%, a weighted average constant prepatyrat
on mortgages of 8.6% and a weighted average life.®fyears. As of December 31, 2014, estimatedrduservicing amortization through 2019 based ol
prepayment assumptions utilized in the Decembe314 valuation, is as follows: $244,000 for 20%566,000 for 2016, $95,000 for 2017, $66,000 fat&anc
$48,000 for 2019. Actual results will vary deperglirpon the level of repayments on the loans cugreetviced.

(6) Interest and Dividends Receivable
A summary of interest and dividends receivable e¢énber 31, 2014 and 2013 follows (in thousands):

December 31

2014 2013

Loans $4,19¢ $3,96(
Investment securitie 634 691
Mortgagebacked securitie 673 72¢
$5,50¢ $5,38(

(7) Premises and Equipment, Net
Premises and equipment at December 31, 2014 ar8lé2@Isummarized as follows (in thousands):

December 31

2014 2013

Land $ 5,12/ $ 5,12¢
Buildings and improvemen 27,37 26,891
Leasehold improvemen 2,487 2,42
Furniture and equipme 23,67: 21,74
Automobiles 451 281
Construction in progres 1,667 77¢
Total 60,77 57,245
Accumulated depreciation and amortizat (36,039 (33,569
$24,73¢ $ 23,68¢

(8) Deposits
Deposits, including accrued interest payable 0d0®8,and $9,000 at December 31, 2014 and 2013, atbaglg, are summarized as follows (in thousands):

December 31

2014 2013
Weighted Weightec
Average Average
Amount Cost Amount Cost
Nor-interest-bearing accounts $ 279,94. —% $ 207,60t —%
Interes-bearing checking accour 836,12( 0.0¢ 913,75! 0.12
Money market deposit accout 95,66! 0.0€ 116,94 0.12
Savings accoun 301,19 0.0 290,51: 0.0t
Time deposit: 207,21¢ 1.4¢ 217,94 1.37
$1,720,13! 0.23% $1,746,76: 0.25%
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Included in time deposits at December 31, 201420118, respectively, is $64,416,000 and $64,380i0@@posits of $100,000 and over.

Time deposits at December 31, 2014 mature as fel(@mthousands):

Year Ended December 2

2015 $109,44!
2016 33,61«
2017 18,08¢
2018 15,42°
2019 28,96(
Thereaftel 1,68¢

$207,21¢

Interest expense on deposits for the years endedrbteer 31, 2014, 2013 and 2012 is as follows @ushnds):

Years Ended December 31

2014 2013 2012
Interest-bearing checking accounts $ 92t $1,40¢ $2,87¢
Money market deposit accout 92 16E 361
Savings accoun 112 187 35¢
Time deposit: 2,974 2,94¢ 3,94¢
$4,10: $4,70¢ $7,547

(9) Borrowed Funds
Borrowed funds are summarized as follows (in thads

December 31

2014 2013
Weightec Weightec
Average Average
Amount Rate Amount Rate
Federal Home Loan Bank advan $305,23¢ 1.1¢% $175,00( 0.65%
Securities sold under agreements to repurc 67,81: 0.12 68,30¢ 0.1t
Other borrowing 27,50( 2.7 27,50( 2.7¢
$400,55( 1.11% $270,80: 0.76%

Information concerning FHLB advances and securifekl under agreements to repurchase (“reverseralepse agreementsi$ summarized as follows |
thousands):

Reverse
FHLB Repurchase
Advances Agreements
2014 2013 2014 2013
Average balance $219,84° $219,10: $64,22: $69,62:
Maximum amount outstanding at any month 305,23t 282,50( 68,85¢ 73,06°
Average interest rate for the ye 1.1%% 1.82% 0.12% 0.1¢%
Amortized cost of collatera
Mortgagebacked securitie — — $70,44¢ $78,47:
Estimated fair value of collatere
Mortgagebacked securitie — — 70,95¢ 78,51:
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The securities collateralizing the reverse repusetegreements are delivered to the lender with wéaeh transaction is executed or to a tipiagty custodian. Tt
lender, who may sell, loan or otherwise disposeswfh securities to other parties in the normal s®wf their operations, agrees to resell to the @ony
substantially the same securities at the matufith@reverse repurchase agreements. (See note 3)

FHLB advances and reverse repurchase agreemergsbairactual maturities at December 31, 2014 lfmafs (in thousands):

Reverse
Repurchase
FHLB

Advances Agreements

Year Ended December 2
2015 $117,85! $ 67,81
2016 6,887 —
2017 36,92 —
2018 71,95¢ —
2019 71,61¢ —
$305,23¢ $ 67,810

On October 17, 2013, the Company prepaid $159.liomibf FHLB advances with a weighted average o6€.31% and a weighted average term to maturity€
months, incurring a prepayment fee of $4.3 million.

During 2007, the Company issued $10.0 million abtrpreferred securities which carry a floatingrat 175 basis points overrBenth LIBOR adjusted quarter
Accrued interest is due quarterly with principakdat the maturity date of September 1, 2037. Du2id@6, the Company issued $12.5 million of trusfemrec
securities. The trust preferred securities carfipating rate of 166 basis points ovemn@nth LIBOR adjusted quarterly. Accrued interestlie quarterly wit
principal due at the maturity date in 2036. On Astgl; 2005, the Company issued $5.0 million of sdinated debt at a fixed interest rate of 6.35%craec
interest is due quarterly with principal due at thaturity date of November 23, 2015.

Interest expense on borrowings for the years eBamémber 31, 2014, 2013 and 2012 is as followthfosands):

Years Ended December 31

2014 2013 2012
Federal Home Loan Bank advances $2,51¢ $3,98¢ $5,49¢
Securities sold under agreements to repurc 78 124 201
Other borrowing 80¢ 80¢ 86(
$3,40: $4,91¢ $6,55¢

All FHLB advances are secured by the Bankiortgage loans, securities and FHLB stock. A®mber of the FHLB of New York, the Bank is requitednaintail
a minimum investment in the capital stock of theLBHat cost, in an amount equal to 0.20% of thel@amortgagerelated assets, plus 4.5% of the specified \
of certain transactions between the Bank and thieB=H
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(10) Income Taxes
The provision (benefit) for income taxes for thegeeended December 31, 2014, 2013 and 2012 coosisis following (in thousands):

Years Ended December 31

2014 2013 2012
Current:

Federal $ 9,51 $ 9,03¢ $ 8,89:
State 99€ 1,32¢ 1,38
Total current 10,50¢ 10,36: 10,27¢

Deferred:
Federal 30 (1,42)) 664
State 73 (329) (15
Total deferrec 103 (1,750 64¢
$10,61: $ 8,61: $10,927

Included in other comprehensive income is inconxe(@nefit) expense attributable to net unreali@dedses) gains on securities availabledate arising durir
the year in the amount of $(338,000), $(4,605,600) $1,739,000 for the years ended December 34, 2013 and 2012, respectively. Included in stotddrs’
equity is income tax benefit (expense) attributdblstock plans in the amount of $51,000, $(31,@0@) $(608,000) for the years ended December 34, 2ZD1.
and 2012, respectively.

A reconciliation between the provision for inconaads and the expected amount computed by multgplyicome before the provision for income taxes irtie
applicable statutory Federal income tax rate fentbars ended December 31, 2014, 2013 and 20%Zadi@aws (in thousands):

Years Ended December 31

2014 2013 2012
Income before provision for income taxes $30,53: $24,94:! $30,94°

Applicable statutory Federal income tax r 35.(% 35.(% 35.(%
Computec‘expecte” Federal income tax expen $10,68¢ $ 8,73( $10,83:

Increase (decrease) in Federal income tax expesséing from:

ESOP 99 87 66
ESOP dividend (229) (239 (239)
Earnings on BOL (519) (497) (46¢)
State income taxes net of Federal ber 69t 64z 757
Other items, ne (129 (122) (26)
$10,61: $ 8,618 $10,92:

85



Table of Contents

The tax effects of temporary differences that gige to significant portions of the deferred tageis and deferred tax liabilities at December 8142and 2013 a

presented in the following table (in thousands):

December 31

2014 2013
Deferred tax asset
Allowance for loan losse $ 6,66¢ $ 8,89/
Reserve for repurchased log 422 60C
Valuation allowances for repurchased lo — 17¢
Reserve for uncollected intere 44¢ 39z
FHLB advance prepayment f — 38t
Incentive compensatic 1,27: 1,06¢€
Deferred compensatic 60E 754
Other reserve 43 113
Stock plans 1,517 1,25(C
ESOP 165 12E
Intangible assel 22 60
Other real estate ownt 37¢ 311
Capital loss carryove — 35
Unrealized loss on securiti 4,90¢ 4,571
State alternative minimum te 1,16(C 1,16(C
Total gross deferred tax ass 17,612 19,89¢
Deferred tax liabilities
Excess servicing on sale of mortgage Ic (136) (1,122)
Investments, discount accreti (43%) (43¢
Deferred loan and commitment costs, (1,217 (1,349
Premises and equipment, differences in depreci (235) (38¢)
Undistributed REIT incom — (1,249
Total gross deferred tax liabilitie (2,029 (4,542
Net deferred tax asse $15,58¢ $15,35¢

At December 31, 2014, 2013 and 2012, the Compatgrrdened that it is not required to establish aigtibn reserve for the remaining net deferred &®ets sinc
it is “more likely than not'that the net deferred tax assets will be realibedugh future reversals of existing taxable tempodifferences, future taxable inco
and tax planning strategies. The conclusion tha fimore likely than not'that the remaining net deferred tax assets wiltdadized is based on the history
earnings and the prospects for continued growtmagament will continue to review the tax critedated to the recognition of deferred tax assets.

Retained earnings at December 31, 2014 includesorippately $10,750,000 for which no provision foicome tax has been made. This amount represe
allocation of income to bad debt deductions forparposes only. Events that would result in taxatd these reserves include failure to qualify dmak for ta:
purposes, distributions in complete or partial iit@tion, stock redemptions and excess distributionshareholders. At December 31, 2014, the Companyal
unrecognized deferred tax liability of $4,391,00hwespect to this reserve.

There were no unrecognized tax benefits for thesyeaded December 31, 2014, 2013 and 2012. Thyetas that remain subject to examination by theeFx
government include the year ended December 31, a@diforward. The tax years that remain subjeex@mination by the States of New Jersey and Newk
include the years ended December 31, 2010 and fdrwa
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(11) Employee Stock Ownership Plan

As part of its mutual to stock conversion, the Bastablished an Employee Stock Ownership Plan arD06 the Bank established a Matching Contribi
Employee Stock Ownership Plan (collectively the @S) to provide retirement benefits for eligible gloyees. All fulltime employees are eligible to particip
in the ESOP after they attain age 21 and completeyear of service during which they work at l[eB800 hours. ESOP shares are allocated amongipartis ol
the basis of compensation earned during the yeapldyees are fully vested in their ESOP accourgratie completion of five years of credited servic
completely if service was terminated due to deagtirement, disability or change in control of 8empany. ESOP participants are entitled to receistibution:
from the ESOP account only upon termination of serwvhich includes retirement and death exceptdhaarticipant may elect to have dividends distelol as
cash payment on a quarterly basis.

The ESOP originally borrowed $13,421,000 from tt@mPany to purchase 2,013,137 shares of common #ieakd in the conversion. On May 12, 1998
initial loan agreement was amended to allow the E&®Dborrow an additional $8,200,000 in order todfthe purchase of 633,750 shares of common skidke
same time the term of the loan was extended framriitial twelve years to thirty years. As parttbé establishment of the Matching Contribution Eoype Stoc
Ownership Plan the term of the loan was reducedn®/ year and now expires in 2026. The amendeditotmbe repaid from contributions by the Bankhe
ESOP trust. The Bank is required to make contrilmgito the ESOP in amounts at least equal to theipal and interest requirement of the debt, assgra fixec
interest rate of 8.25%.

The Banks obligation to make such contributions is redutethe extent of any dividends paid by the Compamynallocated shares and any investment eal
realized on such dividends. As of December 31, 241idl 2013, contributions to the ESOP, which weedus fund principal and interest payments on tB©E
debt, totaled $512,000 and $515,000, respectialying 2014 and 2013, $209,000 and $221,000, réispdc of dividends paid on unallocated ESOP shaver
used for debt service. At December 31, 2014 and32€@1e loan had an outstanding balance of $3,70740@ $3,897,000, respectively, and the ESOF
unallocated shares of 394,816 and 428,749, respéctiAt December 31, 2014, the unallocated shhagka fair value of $6,767,000. The unamortizecizd o
the ESOP is shown as unallocated common stockliyelde ESOP and is reflected as a reduction okktders’ equity.

For the years ended December 31, 2014, 2013 an®, 204 Bank recorded compensation expense relatédet ESOP of $570,000, $538,000 and $480
respectively, including $284,000, $250,000 and $10Q, respectively, representing additional compgos expense to reflect the increase in the aeefaig valut
of committed to be released and allocated sharesdrss of the Ban&’cost. As of December 31, 2014, 2,218,138 shadsbken allocated to participants
33,932 shares were committed to be released.

(12) Incentive Plan

The Company has established the Amended and ResatanFirst Financial Corp. 1997 Incentive Pl&e (incentive Plan”)which authorizes the granting
stock options and awards of Common Stock and trea@¥eirst Financial Corp. 2000 Stock Option Planciwtauthorizes the granting of stock options. OnilAg#t,
2003 the Compang’shareholders ratified an amendment of the Ocestrfinancial Corp. 2000 Stock Option Plan whictré@sed the number of shares avail
under option. On April 20, 2006 the OceanFirst Riial Corp. 2006 Stock Incentive Plan was approvbith authorizes the granting of stock optionswamls o
common stock. On May 5, 2011, the OceanFirst Fihr@@orp. 2011 Stock Incentive Plan was approveitivialso authorizes the granting of stock optior
awards of common stock. The purpose of these pfatss attract and retain qualified personnel in kegitions, provide officers, employees and eomploye:
directors (“Outside Directors™ith a proprietary interest in the Company as areimive to contribute to the success of the Compalign the interests

management with those of other stockholders andangvemployees for outstanding performance. Allceifs, other employees and Outside Directors ¢
Company and its affiliates are eligible to receaveards under the plans.
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Under the 2011 Stock Incentive Plan, the Compamuthorized to issue up to an additional 2,400 itdres subject to option or, in lieu of optionsta®60,00!
shares in the form of stock awards. At December2814, 1,483,039 options or 593,216 awards remainetissued. Under the 2006 Stock Incentive Plaa
Company is authorized to issue up to an additidn@00,000 shares subject to options, or in lieomifons, up to 333,333 shares in the form of s@ekrds. A
December 31, 2014, 36,815 options or 12,272 awamrdsin to be issued. All options expire 10 yeassfthe date of grant and generally vest at theab29% pe
year. The exercise price of each option equalsltieng market price of the Compasystock on the date of grant. The Company typidatives Treasury share:
satisfy stock option exercises.

The Company recognizes the grant-date fair valugarfk options and other stoblesed compensation issued to employees in the mstaement. The modifi
prospective transition method was adopted and,rastdt, the income statement includes $657,0002 880 and $442,000, of expense for stock optiamtgrfo
the years ended December 31, 2014, 2013 and 284&xatively. At December 31, 2014, the Company$iafl million in compensation cost related to naste(
awards not yet recognized. This cost will be redogphover the remaining vesting period of 2.6 years

The fair value of stock options granted by the Campwas estimated through the use of the BEcheles option pricing model applying the follown
assumptions:

2014 2013 2012
Risk-free interest rate 2.2% 1.47% 1.4(%
Expected option life 7 year: 7 year: 7 year
Expected volatility 2% 2%% 2%%
Expected dividend yiel 2.71% 3.21% 3.41%
Weighted average fair value of an option sharetgrhduring the yee $ 4.17 $ 3.01 $ 2.6
Intrinsic value of options exercised during thery@a thousands 131 11 10€

The risk-free interest rate is based on the U.8a3urry rate with a term equal to the expected opifie. The expected option life conforms to then@pany’s actue
experience. Expected volatility is based on adtigtbrical results. Compensation cost is recognied straight line basis over the vesting period.

A summary of option activity for the years endecc@mber 31, 2014, 2013 and 2012 follows:

2014 2013 2012

Weighted Weighted Weighted
Number Average Number Average Number Average
of Exercise Oof Exercise Oof Exercise

Shares Price Shares Price Shares Price
Outstanding at beginning of year 1,740,58! $ 16.47 1,732,69: $ 17.62 2,043,93: $ 18.21
Granted 280,37! 17.72 277,62! 14.6¢ 270,25( 13.8¢
Exercisec (27,63¢) 12.6¢ (5,147 12.6: (36,219 11.5¢
Forfeited (234,30() 22.4¢ (29,916) 13.8¢ (202,929 18.2¢
Expired (7,759 13.3( (234,670 23.2¢ (342,34) 17.9:
Outstanding at end of ye 1,751,271 $ 15.9¢ 1,740,581  $ 16.47 1,732,69. $ 17.67

Options exercisabl 1,003,07! 1,062,78! 1,113,18!
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The following table summarizes information abowic&toptions outstanding at December 31, 2014:

Options Outstanding

Options Exercisable

Weighted Weighted

Average Weighted Average Weighted
Number Remaining Average Number Remaining Average
of Contractual Exercise of Contractual Exercise

Exercise Prices Options Life Price Options Life Price
$10.00 to 12.28 296,54. 4.9 year: $ 10.6( 250,62: 4.9 years $ 10.7C
13.83 to 14.6: 672,75( 7.2 14.1: 258,85( 6.9 14.0C
16.06 to 17.7! 454,85! 7.0 17.3i 166,48( 3.2 16.81
20.25t0 22.1 150,57( 2.1 21.51 150,57( 2.1 21.51
22.24t0 23.4 176,55« 1.1 23.4: 176,55« 1.1 23.42
1,751,271 5.7 years $ 15.9¢ 1,003,07! 4.0 years $ 16.4C

The aggregate intrinsic value for stock optionsstarding and stock options exercisable at DeceBhe2014 is $4,027,000 and $2,483,000, respectively

A summary of the granted but unvested stock awetidity for the years ended December 31, 2014, 20182012 follows:

2014 2013 2012

Weighted Weighted Weighted

Number Average Number Average Number Average

of Grant Date Of Grant Date of Grant Date

Shares Fair Value Shares Fair Value Shares Fair Value
Outstanding at beginning of year: 59,96: $ 13.8¢ 48,730  $ 13.1 49,14¢ $ 13.2¢
Granted 40,38( 17.7¢ 28,22¢ 14.7¢ 19,51 13.8¢
Vested (16,439 13.31 (14,296 13.21 (14,399 14.5;
Forfeited (2,119 14.1¢ (2,709 13.8¢ (5,53%) 13.2(
Outstanding at end of ye 81,78t $ 15.8¢ 59,96: $ 13.8¢ 48,73: $ 13.1(

(13) Commitments, Contingencies and Concentrationsf Credit Risk

The Company, in the normal course of businessaiit/fgo financial instruments and commitments whilolve, to varying degrees, elements of riskxness ¢
the amounts recognized in the consolidated findrsteEtements. These financial instruments and camermits include unused consumer lines of credit
commitments to extend credit.

At December 31, 2014, the following commitments andtingent liabilities existed which are not refkd in the accompanying consolidated financiakstent
(in thousands):

December 31, 201

Unused consumer and construction loan lines ofitcedmarily floating-

rate) $ 120,20!
Unused commercial loan lines of credit (primarltyatinc-rate) 200,02(
Other commitments to extend crec

Fixec-Rate 61,86¢
Adjustable-Rate 3,03:
Floatinc-Rate 5,49,

The Company’s fixed-rate loan commitments expirthini90 days of issuance and carried interest raieging from 3.0% to 5.49% at December 31, 2014.
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The Companys maximum exposure to credit losses in the evenboperformance by the other party to these firarigstruments and commitments is represe
by the contractual amounts. The Company uses the saedit policies in granting commitments and émaial obligations as it does for financial instrant:
recorded in the consolidated statements of findcoiadition.

These commitments and obligations do not necegsapresent future cash flow requirements. The Gomievaluates each customer’s creditworthinessaase-
by-case basis. The amount of collateral obtairfedeémed necessary, is based on managesnassessment of risk. Substantially all of the aduonsumer ai
construction loan lines of credit are collateraliby mortgages on real estate.

At December 31, 2014, the Company is obligated undaecancelable operating leases for premises goigpraent. Rental expense under these leases agep
approximately $1,984,000, $2,378,000 and $2,034{60the years ended December 31, 2014, 2013 ah@, 20spectively.

The projected minimum rental commitments as of Ddwer 31, 2014 are as follows (in thousands):

Year Ended December 2

2015 $ 1,67¢
2016 1,64¢
2017 1,65¢
2018 1,58t
2019 1,552
Thereaftel 11,12¢

$19,24(

The Company grants one-fodr family and commercial first mortgage real éstaans to borrowers primarily located in Oceawnikhouth, Middlesex and Merc
Counties, New Jersey. The Company previously afféenéerest-only one-téeur family mortgage loans on a limited basis, ihieh the borrower makes oi
interest payments for the first five, seven oryears of the mortgage loan term. This feature re8lult in future increases in the borrovegelban repayment wh
the contractually required repayments increasetaltiee required amortization of the principal amodmese payment increases could affect a borrevediility tc
repay the loan. The amount of interest-only onésto-family mortgage loans at December 31, 2014 203 was $17.6 million and $28.8 million, respesy.
There were no interest-only one-to-four family ngage loans on noaecrual status at December 31, 2014, compared.forélion at December 31, 2013. 1
Company previously originated stated income loamsadimited basis through November 2010. Thesedoaere only offered to sedfmployed borrowers f
purposes of financing primary residences and sebamnte properties. The amount of stated income leam¥ecember 31, 2014 and 2013 was $27.3 milliad
$36.6 million, respectively. The amount of statedome loans on noaecrual status at December 31, 2014 and 2013 wWe& 20 and $6.4 million, respective
The ability of borrowers to repay their obligatioissdependent upon various factors including thedweers’income and net worth, cash flows generated b
underlying collateral, value of the underlying etdral and priority of the Comparsylien on the property. Such factors are dependpah various econorr
conditions and individual circumstances beyondGbenpanys control; the Company is, therefore, subjectsk df loss. A decline in real estate values coalast
some residential and commercial mortgage loangtorne inadequately collateralized, which would eepitie Bank to a greater risk of loss.

The Company believes its lending policies and places adequately minimize the potential exposusaith risks. Collateral and/or guarantees are redidor al
loans.

The Company is a defendant in certain claims agdl lactions arising in the ordinary course of besg Management and its legal counsel are of timooptha
the ultimate disposition of these matters will have a material adverse effect on the Company’salimated financial condition, results of operasian liquidity.
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(14) Reserve for Repurchased Loans and Loss Sharii@pligations

The reserve for repurchased loans and loss shabiligations was established to provide for expettsdes related to repurchase requests which magcdeéve:
on residential mortgage loans previously sold tegtors and other loss sharing obligations. The fgzow prepares a comprehensive analysis of the adgq
the reserve for repurchased loans and loss shaliligations at each quartend. The reserve includes a specific loss estimatéhe outstanding loan repurch
requests based on the estimated fair value of midlerlying collateral modified by the likelihood ffss which is estimated based on historical expede Thi
reserve also includes a general loss estimate lmseah estimate of loans likely to be returnedrépurchase and the estimated loss on those loaradlyf-the
reserve also includes an estimate of the Bawkligation under a loss sharing arrangement thighFHLB relating to loans sold into their Mortgagartnershi
Finance (“MPF")program. Under this program, the Bank and the FIshBre credit risk for loans sold. The first lossipion, equal to 1% of the aggregate am
of the loan pool, is absorbed by the FHLB througieduction in credit enhancement fees paid to taekBThe second loss position, generally coverirggrtex
1.5% to 4.0% of the aggregate loan pool, is absblyethe Bank. Loan losses above the combinatiathese two thresholds are fully absorbed by the BEHh
establishing the reserve, the Company considehtand historical experience, product type ardmae of loan sales and the general economic envieo.

An analysis of the reserve for repurchased loadd@ss sharing obligations for the years ended Béee 31, 2014, 2013 and 2012 follows (in thousands)

Years Ended December 31

2014 2013 2012
Balance at beginning of year $1,46¢ $1,20¢ $ 70%
Provision charged to operatio — 97t 75C
Loss on loans repurchased, settlements or payrmades loss sharing arrangeme (436€) (915) (252)
Recoveries 20% —
Balance at end of ye. $1,032 $1,46¢ $1,20:

The reserve for repurchased loans and loss shatbiligations was $1.0 million at December 31, 2044$436,000 decrease from December 31, 2013 ¢
incurred losses of $143,000 relating to the FHL&nlsales and settlements of $293,000 with one toreslating to existing repurchase requests. Eseme we
$1.5 million at December 31, 2013, a $265,000 iasesfrom December 31, 2012 due to a provision 60FDO0 for repurchase requests, an additional pi@vio
$875,000 relating to loans sold to the FHLB, inedrtosses of $465,000 relating to the FHLB loapsah comprehensive settlement of $450,000 withroresto
relating to existing and anticipated loan repureha&sjuests, and recoveries of $205,000 of prewaisrged-off amounts.

At December 31, 2014, there were no outstanding tepurchase requests, a reduction from five outiétg loan repurchase requests on loans with agdtecipal
balance of $1.2 million at December 31, 2013.
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(15) Earnings Per Share
The following reconciles average shares outstanfiingasic and diluted earnings per share for #yended December 31, 2014, 2013 and 2012 (iasdhds):

Years Ended December 31

2014 2013 2012

Weighted average shares outstanding 17,19 17,61« 18,30z

Less: Unallocated ESOP sha (412) (44¢€) (480)

Unallocated Incentive award shares and sharesbyedigéferred compensation pl (98) (97) (93)

Average basic shares outstand 16,68 17,07: 17,73(
Add: Effect of dilutive securities

Incentive awards and shares held by deferred cosapien plar 11C 86 99

Average diluted shares outstand 16,797 17,157 17,82¢

For the years ended December 31, 2014, 2013 ar2i 267,000, 852,000 and 1,253,000, respectivelydiarnive stock options were excluded from earrsme
share calculations.

(16) Fair Value Measurements

Fair value is defined as the price that would lired to sell an asset or paid to transfer alitgbih an orderly transaction between market ggpants. A fai
market measurement assumes that the transactgall the asset or transfer the liability occurshia principal market for the asset or liabilityinithe absence of
principal market, the most advantageous marketh®rasset or liability. The price in the princigfat the most advantageous) market used to medsaifait valu
of the asset or liability shall not be adjustedtfansaction costs. An orderly transaction is adaation that assumes exposure to the marketgderiad prior to th
measurement date to allow for marketing activitest are usual and customary for transactions winglsuch assets and liabilities; it is not a far¢ensactior
Market participants are buyers and sellers in tirecfpal market that are (i) independent, (ii) kredgeable, (iii) able to transact and (iv) willitgtransact.

The Company uses valuation techniques that areistens with the market approach, the income apgraaw/or the cost approach. The market approact
prices and other relevant information generatedhbyket transactions involving identical or compégadssets and liabilities. The income approach uaksmtior
techniques to convert future amounts, such as basis or earnings, to a single present amount diseounted basis. The cost approach is based oantloein
that currently would be required to replace theviser capacity of an asset (replacement costs). afialn techniques should be consistently applieduts tc
valuation techniques refer to the assumptionsrtteket participants would use in pricing the asseiability. Inputs may be observable, meaningseathat reflec
the assumptions market participants would use ioiny the asset or liability and developed basednmarket data obtained from independent source
unobservable, meaning those that reflect the rigygpentity’s own assumptions about the assumptions marketipartts would use in pricing the asset or liap
and developed based on the best information availatihe circumstances. In that regard, a fainedlierarchy has been established for valuationtinghat give
the highest priority to quoted prices in active kets for identical assets or liabilities and thevdat priority to unobservable inputs. Movementshimitthe fai
value hierarchy are recognized at the end of tipticgble reporting period. There were no transketsveen the levels of the fair value hierarchyther years ende
December 31, 2014, 2013 and 2012. The fair valemhthy is as follows:

Level 1 Inputs -Unadjusted quoted prices in active markets for tidahassets or liabilities that the reporting Bntias the ability to access at the measure
date.
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Level 2 Inputs -nputs other than quoted prices included in Levéidt are observable for the asset or liabilitthesi directly or indirectly. These include quc
prices for similar assets or liabilities in actinearkets, quoted prices for identical or similareasr liabilities in markets that are not actiwguts other the
quoted prices that are observable for the asdahility (for example, interest rates, volatiliieprepayment speeds, loss severities, credit aisésdefault rates)
inputs that are derived principally from or corroied by observable market data by correlatioratiter means.

Level 3 Inputs — Significant unobservable inputst tleflect an entity’s own assumptions that mapieeticipants would use in pricing the assets dailiiges.
Assets and Liabilities Measured at Fair Value

A description of the valuation methodologies usedaissets and liabilities measured at fair valsaeyell as the general classification of such imsgnts pursua
to the valuation hierarchy, is set forth below. t@ier financial assets and financial liabilities aneasured at fair value on a naeurring basis, that is, t
instruments are not measured at fair value on goiag basis but are subject to fair value adjustsiencertain circumstances (for example, whenetlieevidenc
of impairment).

Securities Available-for-Sale

Securities classified as available-&ale are reported at fair value utilizing Levelridd evel 2 inputs. In general, fair value is baspdn quoted market pric
where available. Most of the Company’s investment mortgagedacked securities, however, are fixed income insénts that are not quoted on an exchangt
are bought and sold in active markets. Prices liesé instruments are obtained through tpady pricing services or security industry sourtest activel
participate in the buying and selling of securitiesces obtained from these sources include mapketations and matrix pricing. Matrix pricing isreathematic:
technique used principally to value certain se®sgitwithout relying exclusively on quoted prices fbe specific securities, but comparing the seéiesritc
benchmark or comparable securities.

Fair value estimates are made at a point in tiraegth on relevant market data as well as the bfestriation available about the security. llliquicedit market
have resulted in inactive markets for certain ef @ompanys securities. As a result, there is limited obselevanarket data for these assets. Fair value estinfa
securities for which limited observable market datavailable are based on judgments regardingeptieconomic conditions, liquidity discounts, ctealc
interest rate risks, and other factors. These asgisninvolve significant uncertainties and judgreeantd cannot be determined with precision. As altesuct
calculated fair value estimates may not be reakzaba current sale or immediate settlement ofsénaurity.

The Company utilizes third-party pricing servicesdbtain market values for its corporate bonds. &¢ments policy is to obtain and review all availa
documentation from the thirarty pricing service relating to their market \@ldeterminations, including their methodology anthmary of inputs. Managem:
reviews this documentation, makes inquiries of ttied-party pricing service and makes a determinationoathe level of the valuation inputs. Based on
Company’s review of the available documentationnfrihe thirdparty pricing service, management concluded thaelL@ inputs were utilized. The significi
observable inputs include benchmark yields, repdar@des, broker/dealer quotes, issuer spreadssitieal markets, benchmark securities, bids, ofterger marke
information and observations of equity and credfiadlt swap curves related to the issuer.

Other Real Estate Owned and Impaired Loans

Other real estate owned and loans measured forifim@at based on the fair value of the underlyintiateral are recorded at estimated fair value, &stanate
selling costs of 15%. Fair value is based on inddpat appraisals.
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The following table summarizes financial assets fimancial liabilities measured at fair value asD¥cember 31, 2014 and 2013, segregated by thédévee
valuation inputs within the fair value hierarchylined to measure fair value (in thousands):

Fair Value Measurements at Reporting Date Using

Total Fair Level 1
Level 2 Level 3
Value Inputs Inputs Inputs
December 31, 201
Items measured on a recurring ba
Investment securities availa-for-sale:
U.S. agency obligatior $19,80¢ $ — $ 19,80 $ —
Items measured on a r-recurring basis
Other real estate ownt 4,66¢ — — 4,66¢
Loans measured for impairment based on the fail
value of the underlying collater 11,67¢ — — 11,67¢
Fair Value Measurements at Reporting Date Using
Total Fair
Level 1
Level 2 Level 3
_Value _Inputs __Inputs __Inputs
December 31, 201
Items measured on a recurring ba
Investment securities availa-for-sale:
U.S. agency obligatior $35,28¢ $ — $ 35,28¢ $ —
Equity investment 8,547 8,547 — —
Items measured on a r-recurring basis
Other real estate ownt 4,34¢ — — 4,34t
Loans measured for impairment based on the faire
of the underlying collater: 18,90: — — 18,90:

Assets and Liabilities Disclosed at Fair Value

A description of the valuation methodologies usadaissets and liabilities disclosed at fair vahgewell as the general classification of such imsents pursuant
the valuation hierarchy is set forth below.

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

Securities Held-to-Maturity

Securities classified as held+teaturity are carried at amortized cost, as the Gomhas the positive intent and ability to holdstheecurities to maturity. T
Company determines the fair value of the securitidizing Level 1, Level 2 and, infrequently, Ldv& inputs. In general, fair value is based upootgd marke
prices, where available. Most of the Company’s streent and mortgageacked securities, however, are fixed income insénis that are not quoted on
exchange, but are bought and sold in active marReises for these instruments are obtained thrdhgt-party pricing vendors or security industry sourties
actively participate in the buying and selling etarities. Prices obtained from these sources dieclmarket quotations and matrix pricing. Matrixcprg is ¢
mathematical technique used principally to valugaie securities without relying exclusively on de prices for the specific securities, but conmuarihe
securities to benchmark or comparable securities.

Fair value estimates are made at a point in tiraseth on relevant market data as well as the biestriation available about the security. llliquidedit market
have resulted in inactive markets for certain ef @ompany’s securities. As a result, there is &ohibbservable market data for these assets. Hag gatimates
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for securities for which limited observable markleta is available are based on judgments regaaimgnt economic conditions, liquidity discountsgdit anc
interest rate risks, and other factors. These asgisninvolve significant uncertainties and judgreeantd cannot be determined with precision. As altesuct
calculated fair value estimates may not be redlkzaba current sale or immediate settlement ofsénaurity.

The Company utilizes third-party pricing servicesobtain fair values for most of its securitiesdh-maturity. Managemerst’policy is to obtain and review
available documentation from the thipasty pricing service relating to their fair valaeterminations, including their methodology and mary of inputs
Management reviews this documentation, makes ireguof the thirdparty pricing service and makes a determinatiotodke level of the valuation inputs. Ba
on the Company’s review of the available documémafrom the thirdparty pricing service, management concluded thaeLe& inputs were utilized for :
securities except for certain state and municif#ibations known as bond anticipation notes (“BAN®here management utilized Level 3 inputs. In theeca
the Level 2 securities, the significant observainlputs include benchmark yields, reported tradeskdr/dealer quotes, issuer spreads, sided market
benchmark securities, bids, offers, other markitrimation and observations of equity and credid&fswap curves related to the issuer. Managebesed it
fair value estimate of the BANs on the local natiréhe issuing entities, the short-term life o& thecurity and current economic conditions.

Federal Home Loan Bank of New York Stock

The fair value for Federal Home Loan Bank of NewrRfstock is its carrying value since this is theocammt for which it could be redeemed. There is ntiva
market for this stock and the Company is requiceh&intain a minimum investment based upon thetanding balance of mortgage related assets anthadta¢
borrowings.

Loans
Fair values are estimated for portfolios of loanighvsimilar financial characteristics. Loans argregated by type such as residential mortgage,tremti®on
consumer and commercial. Each loan category iedutegmented into fixed and adjustable rate istéeems.

Fair value of performing and ngeerforming loans was estimated by discounting titaré cash flows, net of estimated prepaymenta, rate for which simile
loans would be originated to new borrowers withikinterms. Fair values estimated in this mannenadiofully incorporate an exit price approach tw fealue, bu
instead are based on a comparison to current maatest for comparable loans.

Deposits Other than Time Deposits

The fair value of deposits with no stated matusstych as non-interest-bearing demand deposit:ygavand interedtearing checking accounts and money mi
accounts are, by definition, equal to the amouryapke on demand. The related insensitivity of thejarity of these deposits to interest rate charggeates
significant inherent value which is not reflectedfie fair value reported.

Time Deposits

The fair value of time deposits are based on tiseadinted value of contractual cash flows. The distoate is estimated using the rates currentlgretf fo
deposits of similar remaining maturities.

Securities Sold Under Agreements to Repurchase witRetail Customers

Fair value approximates the carrying amount assthesrowings are payable on demand and the intextsadjusts monthly.

Borrowed Funds
Fair value estimates are based on discounting acttxl cash flows using rates which approximateales offered for borrowings of similar remainimaturities.
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The book value and estimated fair value of the Basignificant financial instruments not recordedaat value as of December 31, 2014 and Decembe2@1:
are presented in the following tables (in thousgnds

Fair Value Measurements at Reporting

Date Using:
Book Level 1 Level 2 Level 3
__Value _Inputs __Inputs __Inputs
December 31, 201
Financial Assets
Cash and due from ban $ 36,11° $36,117 $ — $ —
Securities hel-to-maturity 469,41 — 474,21! —
Federal Home Loan Bank of New York stc 19,17( — — 19,17(
Loans receivable and mortgage loans -for-sale 1,693,04 — — 1,709,81!
Financial Liabilities:
Deposits other than time depos 1,512,91 — 1,512,917 —
Time deposit: 207,21t — 208,65 —
Securities sold under agreements to repurchaseretafl customer 67,81: 67,81: — —
Federal Home Loan Bank advances and other borra 332,73t — 332,43: —

Fair Value Measurements at Reporting

Date Using:
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 -for-sale 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 repurchaseretsfl customer 68,30¢ 68,30¢ — —
Federal Home Loan Bank advances and other borr@ 202,50( — 201,39¢ —
Limitations

Fair value estimates are made at a specific poititvie, based on relevant market information aridrination about the financial instrument. Thesénestes d
not reflect any premium or discount that could tesom offering for sale at one time the Companghtire holdings of a particular financial insterm Because
limited market exists for a significant portion thie Companys financial instruments, fair value estimates aseld on judgments regarding future expectec
experience, current economic conditions, risk otteréstics of various financial instruments, andhest significant unobservable inputs. These estimate
subjective in nature and involve uncertainties aradters of significant judgment and, therefore ncdrbe determined with precision. Changes in astiomgcoul
significantly affect the estimates.

Fair value estimates are based on existing balsimeet financial instruments without attemptingstreate the value of anticipated future businesktha value ¢
assets and liabilities that are not considerednfifed instruments. Significant assets and lialeiditthat are not considered financial assets oilifieb include
deferred
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tax assets, and premises and equipment. In additiertax ramifications related to the realizatigrihe unrealized gains and losses can have dis@mti effect ol
fair value estimates and have not been consider#tiestimates.

(17) Parent-Only Financial Information

The following condensed statements of financialdition at December 31, 2014 and 2013 and condesis@ements of operations and cash flows for thes
ended December 31, 2014, 2013 and 2012 for Ocesrifirancial Corp. (parent company only) reflebs Company’s investment in its wholbywvned subsidiar
the Bank, using the equity method of accounting.

CONDENSED STATEMENTS OF FINANCIAL CONDITION
(in thousands)

December 31

2014 2013
Assets
Cash and due from ban $ 7 $ 7
Advances to subsidiary Bai 22,77¢ 16,75:
Investment securitie — 8,547
ESOP loan receivab 3,707 3,891
Investment in subsidiary Bar 219,22: 212,95
Other asset 22¢ 56¢&
Total asset $ 245,94( $ 242,72¢
Liabilities and Stockholde’ Equity
Borrowings $ 27,50 $ 27,50(
Other liabilities 181 87¢
Stockholder’ equity 218,25¢ 214,35(
Total liabilities and stockholde’ equity $ 245,94( $ 242,72
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CONDENSED STATEMENTS OF OPERATIONS
(in thousands)

Dividend income- subsidiary Banl
Dividend income- investment securitie
Net gain on sales of investment securities ava-for-sale
Interest incom« advances to subsidiary Ba
Interest incom— ESOP loan receivab

Total income
Interest expens— borrowings
Operating expense

Income before income taxes and undistributed egsnir subsidiary Ban
Benefit for income taxe

Income before undistributed earnings of subsidiagk
Undistributed earnings of subsidiary Be

Net Income

98

Years Ended December 31

2014 2013 2012
$16,000  $16,000  $20,50(
27¢ 287 227
1,031 46 22€
44 40 39
322 33€ 34¢
17,67¢ 16,70¢ 21,34:
767 76€ 81¢
1,365 1,35¢ 1,32¢
15,54¢ 14,58¢ 19,20(
22¢ 567 511
15,77¢ 15,15: 19,717
4,147 1,17¢ 30¢
$19,92(  $16,33(  $20,02(
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CONDENSED STATEMENTS OF CASH FLOWS
(in thousands)

Years Ended December 31

2014 2013 2012

Cash flows from operating activitie
Net income $ 19,92( $ 16,33( $ 20,02(
(Increase) decrease in advances to subsidiary (6,029) 3,26¢ (2,92))
Undistributed earnings of subsidiary Be (4,145 (1,17¢) (30¢
Net (gain) on sales of investment securities akléor sale (2,03)) (46) (22¢€)
Change in other assets and other liabili 37:¢ (547) 2,79¢
Net cash provided by operating activit 9,092 17,82¢ 20,36!

Cash flows from investing activitie
Proceeds from sale of investment securities ava-for-sale 8,43¢ 1,24¢ 1,221
Purchase of investment securit (65)) (2,969 (1,699
Repayments on ESOP loan receive 19C 17¢ 167
Net cash provided by (used in) investing activi 7,97¢ (1,547 (30€)

Cash flows from financing activitie
Dividends paic (8,24)) (8,239 (8,57¢
Purchase of treasury sto (9,17¢) (8,109) (11,89
Exercise of stock optior 34¢ 65 41¢€
Net cash used in financing activiti (17,070 (16,287) (20,057
Net increase in cash and due from be — — —
Cash and due from banks at beginning of ! 7 7 7
Cash and due from banks at end of y $ 7 $ 7 $ 7

(18) Subsequent Event

On February 25, 2015, the Company announced aemgr& to acquire Colonial American Bank (“Colonjalieadquartered in Middletown, New Jersey, in a
stock transaction valued at approximately $11.3ionil Under the terms of the agreement, each cudstg share of Colonial common stock and prefestedk
will be exchanged for 0.3736 shares of the Commapgmmon stock, subject to possible adjustment@gded for in the merger agreement. The transadt
expected to close before year-end 2015, subjemrtain conditions, including the approval by Caédis stockholders and customary regulatory appova

Colonial operates two fulervice banking offices in Middletown and ShrewshiNew Jersey with total assets of $144 milliorgliing $127 million in tote
loans and $129 million in total deposits of as etBmber 31, 2014. The combined institution willd&2.5 billion in assets, $1.8 billion in loans &1d8 billion ir
deposits, with 25 offices serving the central Nensdy market.
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SELECTED CONSOLIDATED QUARTERLY FINANCIAL DATA
(dollars in thousands, except per share data)

(Unaudited)
Quarters ended

Dec. 31 Sept. 30 June 30 March 31
2014
Interest incomt $20,06' $20,14: $19,89¢ $19,74¢
Interest expens 2,04: 2,042 1,73¢ 1,681
Net interest incom 18,02« 18,10( 18,15¢ 18,06t
Provision for loan losse 82t 1,00(¢ 27¢ 53C
Net interest income afterprovision for loan los 17,19¢ 17,10( 17,88¢ 17,53t
Other income 4,62( 5,28¢ 4,83( 3,841
Operating expense 14,39¢ 14,43: 14,83( 14,10
Income before provisionfor income tax 7,42 7,95¢ 7,88¢ 7,26¢
Provision for income taxe 2,491 2,79( 2,761 2,56:
Net income $ 4,932 $ 5,16¢ 5,11 $ 4,70¢
Basic earnings per she $ 0.3C $ 0.31 $ 031 $ 0.27
Diluted earnings per sha $ 0.3C $ 0.31 $ 0.3C $ 0.2¢
2013
Interest incom: $19,96( $19,98: $20,16: $20,05:
Interest expens 1,70¢ 2,44( 2,617 2,862
Net interest incom 18,25 17,54: 17,54« 17,19(
Provision for loan losse 20C 70C 80C 1,10C
Net interest income afterprovision for loan los 18,05: 16,84« 16,74« 16,09(
Other income 4,28t 4,56¢ 4,741 3,40¢
Operating expense 19,61: 13,78¢ 13,72« 12,66¢
Income before provisionfor income tax 2,72 7,62¢ 7,761 6,83
Provision for income taxe 784 2,65¢ 2,774 2,397
Net income $ 1,93¢ $ 4,96¢ $ 4,987 $ 4,43¢
Basic earnings per she $ 0.1z $ 0.2¢ $ 0.2¢ $ 0.2¢
Diluted earnings per sha $ 011 $ 0.2¢ $ 0.2¢ $ 0.2¢
Iltem 9. Changes in and Disagreements with Accountants on Acunting and Financial Disclosure
None.
Item 9A. Controls and Procedures

(@) Evaluation of Disclosure Controls and Procedt

The Company’s management, including the Company'eipal executive officer and principal financifficer, have evaluated the effectiveness of then@any’s
“disclosure controls and procedures” as such terdefined in Rule 13a-15(e) and 158fe) promulgated under the Securities ExchangeoAt034, as amende
(the “Exchange Act”)Based upon their evaluation, the principal exeeutfficer and principal financial officer conclud#tht, as of the end of the period covt
by this report, the Company’s disclosure controid a
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procedures were effective. Disclosure controls pratedures are the controls and other procedustsate designed to ensure that the informationireduo be
disclosed in the reports that the Company filesumits under the Exchange Act with the Securitied Exchange Commission (1) is recorded, proce
summarized and reported within the time period<i§iee in the SEC'’s rules and forms, and (2) isuswualated and communicated to the Compamyanagemer
including its principal executive and principaldincial officers, as appropriate to allow timely id@mns regarding required disclosure.

There were no changes in the Companiiternal control over financial reporting for tlgear ended December 31, 2014 that have mateaéfigcted, or ai
reasonably likely to materially affect, the Compannternal control over financial reporting.

(b) Management Report on Internal Control Over FindriRéporting

Management of OceanFirst Financial Corp. and sidosids responsible for establishing and maintaingffective internal control over financial repadi as suc
term is defined in Rule 13a-15(f) of the Exchangel. Ahe Company internal control over financial reporting was igasd to provide reasonable assur:
regarding the preparation and fair presentatioputiished financial statements. Because of itsrirfitdimitations, internal control over financigporting may nc
prevent or detect misstatements. Also, projectiminany evaluation of effectiveness to future pesiagle subject to the risk that controls may becoradequat
because of changes in conditions, or that the éegfreompliance with the policies or procedures mietgriorate.

Management assessed the Compangternal control over financial reporting as oéd@mber 31, 2014. This assessment was based eriacestablished
Internal Controlntegrated Framework (1992) issued by the Committe&ponsoring Organizations of the Treadway Comsiois Based on this assessir
management believes that, as of December 31, 20d£,ompany maintained effective internal contr@rdfinancial reporting based on those criteria.

The Company’s independent registered public ac@ogirfirm has issued an audit report on the effestass of the Compars/internal control over financ
reporting. This report appears on page 58.

Item 9B. Other Information
None

PART Il
Item 10. Directors, Executive Officers and Corporate Governace

The information relating to directors, executivéiadrs and corporate governance and the Registranthpliance with Section 16(a) of the ExchangerAqtirec
by Part Ill is incorporated herein by referencerfrthe Registrans' Proxy Statement for the Annual Meeting of Stodétrs to be held on May 6, 2015 under
captions “Corporate Governance”, “Proposal 1. Ebecof Directors” and “Section 16(a) Beneficial Osvship Reporting Compliance.”

Item 11. Executive Compensatior

The information relating to executive compensatiequired by Part Il is incorporated herein by refee from the RegistrastProxy Statement for the Ann
Meeting of Stockholders to be held on May 6, 20X&lar the captions “Compensation Discussion and y&igll “Executive Compensation”,Directol
Compensation”, “Compensation Committee Report”, @ampensation Committee Interlocks and InsidetiBigation”.
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Item 12. Security Ownership of Certain Beneficial Owners andVlanagement and Related Stockholder Matter:

The information relating to security ownership eftain beneficial owners and management and rekttezkholder matters required by Part Ill is inargiec
herein by reference from the Registrant’s Proxyest@nt for the Annual Meeting of Stockholders tche&l on May 6, 2015 under the caption “Stock Owhigr.”

Information regarding the Company’s equity compépsaplans existing as of December 31, 2014 iHs\s:

Number of securities
remaining available for
Number of securities
to be issued upon Weighted-average
exercise of outstandin exercise price of
outstanding options

future issuance under
equity compensation
plans (excluding

options, securities reflected in
Plan category warrants and rights (a) warrants and rights column (a))

Equity compensation plans

approved by security

holders 1,751,271 $ 15.9¢ 1,519,85.
Equity compensation plans not

approved by security

holders — — —
Total 1,751,27 $ 15.9¢ 1,519,85:
Item 13. Certain Relationships and Related Transactions an®irector Independence

The information relating to certanelationships and related transactions and direntt@pendence required by Part Il is incorpordteckin by reference from t
Registrant’s Proxy Statement for the Annual Meetih@tockholders to be held on May 6, 2015 undercdption “Transactions with Management.”

Item 14. Principal Accountant Fees and Service

The information relating to the principal accougtiiees and services is incorporated by referentleetdRegistrans Proxy Statement for the Annual Meeting t«
held on May 6, 2015 under the caption “Propos&dification of Appointment of the Independent Rtgied Public Accounting Firm.”
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PART IV
Item 15. Exhibits and Financial Statement Schedule
(@) (1) Einancial Statemen
The following documents are filed as a part of teigort:
PAGE
Report of Independent Registered Public AccounfEinm 57
Consolidated Statements of Financial Condition at
December 31, 2014 and 20 59
Consolidated Statements of Income for the Yearsfnd
December 31, 2014, 2013 and 2( 60
Consolidated Statements of Comprehensive IncomthéYears Ended
December 31, 2014, 2013 and 2( 61
Consolidated Statements of Changes in Stockhol@&ysity for the Years Ended
December 31, 2014, 2013 and 2( 62
Consolidated Statements of Cash Flows for the YEaded
December 31, 2014, 2013 and 2( 63
Notes to Consolidated Financial Statements foiyis&s Endel
December 31, 2014, 2013 and 2( 64

(&) (2) Einancial Statement Schedu

All schedules are omitted because they are notinedjor applicable, or the required informatiorsi®wn in the consolidated financial statementshe
notes thereto.

(@) (3)Exhibits

2.1 Stock Purchase Agreement by and among Richardr8e&é&he sole stockholder of Columbia Home Lo&h€§) and Columbia Home Loans,
LLC and OceanFirst Bank as buyer, dated June 20Q @®ithout exhibits) (2
3.1 Certificate of Incorporation of OceanFirst Finah@arp. (1)
3.1(a Certificate of Designations (1!
3.2 Bylaws of OceanFirst Financial Corp. (2
3.2(a Warrant to Purchase up to 380,583 shares of Con8tmrk (15)
3.3 Certificate of Ownership Merging Ocean Interim,.limto OceanFirst Financial Corp. (
4.0 Stock Certificate of OceanFirst Financial Corp.
10.1 Form of OceanFirst Bank Employee Stock Ownershim 1)
10.1(a Amendment to OceanFirst Bank Employee Stock OwigiRlan (3)
10.1(b Amended Employee Stock Ownership Plan (
10.1(c Form of Matching Contribution Employee Stock OwiépsPlan (13’
10.1(d Letter Agreement dated January 16, 2009, inclu@iegurities Purchase Agreement — Standard Termspioaied by reference therein, between
Company and the United States Department of thastiny (15,
10.2 OceanFirst Bank Employe’ Savings and Profit Sharing Plan
10.2(a Form of Waiver executed by each of Messrs. Joh@&barino, Vito R. Nardelli, Michael J. Fitzpatricloseph R. lantosca and Joseph J. Lebt
(15)
10.3 OceanFirst Bank 1995 Supplemental Executive RegrgRlan (1
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10.3(a) OceanFirst Bank Executive Supplemental Retiremsadrhe Agreement (1«

10.3(b) Form of Senior Executive Officer Agreement execligeach of Messrs. John R. Garbarino, Vito R. BéitdMichael J. Fitzpatrick, Joseph R.
lantosca and Joseph J. Lebel, 111 (

10.3(c) Amendment to the Executive Supplemental Retirerfrestme Agreement between OceanFirst Bank and JolBaarino (16

104 OceanFirst Bank Deferred Compensation Plan fordbors (1)

10.4(a) OceanFirst Bank New Executive Deferred Compensatiaster Agreement (1¢

10.5 OceanFirst Bank Deferred Compensation Plan forcef§i (1)

10.5(a) OceanFirst Bank New Director Deferred Compensailaster Agreement (1«

10.8 Amended and Restated OceanFirst Financial Corp/ Ir8®ntive Plan (4

10.9 Form of Employment Agreement between OceanFirskBent certain executive officers (

10.10 Form of Employment Agreement between OceanFirsirigial Corp. and certain executive officers

10.13 2000 Stock Option Plan (!

10.14 Form of Employment Agreement between Columbia Hawens, LLC and Robert M. Pardes

10.15 Amendment of the OceanFirst Financial Corp. 20@2ISOption Plan (7

10.16 Form of OceanFirst Financial Corp. 2000 Stock Opftan No~-Statutory Option Award Agreement (

10.17 Form of Amended and Restated OceanFirst Finanag).(997 Incentive Plan Stock Award Agreement

10.18 Amendment and form of OceanFirst Bank Employee e Compensation Plan (I

10.19 Form of OceanFirst Financial Corp. Deferred InoentCompensation Award Program (:

10.20 2006 Stock Incentive Plan (1

10.21 Form of Employment Agreement between OceanFirsrigial Corp. and certain executive officers, inadgdViichael J. Fitzpatrick and John
R. Garbarino. (13

10.21(a Amendment to form of Employment Agreement betweerddFirst Financial Corp and certain executivecef8, including Michael J.
Fitzpatrick and John R. Garbarino (:

10.22 Form of Employment Agreement between OceanFirskBend certain executive officers, including MichdeFitzpatrick and John R.
Garbarino (13

10.23 Form of Change in Control Agreement between OceanFinancial Corp. and certain executive officérsluding Joseph J. Lebel, Il and
Joseph R. lantosca (1

10.23(a Amendment to form of Change in Control Agreemerttvieen OceanFirst Financial Corp. and certain exeeufficers, including Joseph J.
Lebel, Il and Joseph R. lantosca (.

10.24 Form of Change in Control Agreement between OcegahBank and certain executive officers, includingeph J. Lebel, Il and Joseph R.
lantosca (13

10.25 Form of OceanFirst Financial Corp. 2011 Stock ItivenPlan Award Agreement for Stock Options (

10.26 Form of OceanFirst Financial Corp. 2011 Stock ItivenPlan Award Agreement for Stock Awards (.

10.27 Form of OceanFirst Financial Corp. 2011 Cash Irieerfompensation Plan Award Agreement (

10.28 2011 Stock Incentive Plan (1

10.29 2011 Cash Incentive Compensation Plan

10.30 Amended and restated Employment Agreement betwbeist@oher D. Maher and OceanFirst Financial Cdgted April 23, 2014 (2(

10.31 Amended and restated Employment Agreement betweeist@oher D. Maher and OceanFirst Bank dated A#jl2014 (20

10.32 Supplemental Executive Retirement Account Agreerbetween Christopher D. Maher and OceanFirst BatéddJune 18, 2013 (2

10.33 Letter Agreement between Craig C. Spengemen andr®arst Bank (22

10.34 Form of OceanFirst Financial Corp 2011 Stock IneenPlan Award Agreement for Stock Awards (:
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14.0 OceanFirst Financial Corp. Code of Ethics and Steselof Personal Conduct (
21.0 Subsidiary information is incorporated herein bference tc* Part I- Subsidiary Activitie”
23.0 Consent of KPMG LLP (filed herewitt
31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002 (filed herewitt
31.2 Certification of Chief Financial Officer pursuant $ection 302 of the Sarba-Oxley Act of 2002 (filed herewitt
32.1 Certifications pursuant to 18 U.S.C. Section 135@dded by Section 906 of the Sarbanes Oxley A2002 (filed herewith
101.0 The following materials from the Company’s Annua®rt on Form 10-K for the year ended DecembeR@14, formatted in XBRL
(Extensible Business Reporting Language): (i) tbaegdlidated Statements of Financial Condition,t(i§ Consolidated Statements of Income,
(iii) the Consolidated Statements of Comprehenbiceme, (iv) the Consolidated Statements of Chaimg&sockholders’ Equity, (v) the
Consolidated Statements of Cash Flows and (viNibtes to Consolidated Financial Stateme
101.INS XBRL Instance Documer
101.SCH XBRL Taxonomy Extension Schema Docum
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntr
101.LAB XBRL Taxonomy Extension Label Linkbase Docum
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent
101.DEF XBRL Taxonomy Extension Definitions Linkbase Docurh
(1) Incorporated herein by reference from the ExhitiitSorm ¢-1, Registration Statement, effective May 13, 199@mended, Registration No.-80123.
(2) Incorporated herein by reference from the ExhitiitSorm &K filed on June 28, 200(
(3) Incorporated herein by reference from the Exhitatsorm 1¢K filed on March 25, 1997
(4) Incorporated herein by reference from Schedu-A Definitive Proxy Statement filed on March 19, 89
(5) Incorporated herein by reference from Schedu-A Definitive Proxy Statement filed on March 17, 20
(6) Incorporated herein by reference from the Exhittitorm 1¢-K filed on March 23, 200z
(7) Incorporated herein by reference from the Schetld-A Definitive Proxy Statement filed on March 21, 20
(8) Incorporated herein by reference from the ExhitiitEorm 1¢-K filed on March 15, 2004
(9) Incorporated herein by reference from Exhibits ¢onfr 1(-K filed on March 15, 200%
(10) Incorporated herein by reference from Exhibits ¢onfr 1(-Q filed on August 9, 200:
(11) Incorporated herein by reference from Exhibits ¢onfr 1(-K filed on March 14, 200¢
(12) Incorporated herein by reference from Schedu-A Definitive Proxy Statement filed on March 14, 50
(13) Incorporated by reference from Exhibit to Forn-K filed on March 17, 200¢
(14) Incorporated by reference from Exhibit to For-K filed on September 23, 200
(15) Incorporated by reference from Exhibit to For-K filed January 20, 200¢
(16) Incorporated by reference from Exhibit to For-K filed December 22, 201/
(17) Incorporated by reference from Exhibit to For-K filed May 10, 2011
(18) Incorporated herein by reference from Schedu-A Revised Definitive Proxy Statement filed on Magh 2011
(19) Incorporated herein by reference from Exhibit tarf@&-K filed on July 21, 2011
(20) Incorporated herein by reference from Exhibit torf@&-K filed April 25, 2014.
(21) Incorporated herein by reference from Exhibit torf&-K filed June 20, 2012
(22) Incorporated herein by reference from Exhibit torf&-K filed December 5, 201:
(23) Incorporated herein by reference from Exhibit torf&-K filed on January 17, 201
(24) Incorporated herein by reference from Exhibit torf&-K filed on January 23, 201
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CONFORMED
SIGNATURES

Pursuant to the requirements of Section 13 or 16{dhe Securities Exchange Act of 1934, the Regfisthas duly caused this report to be signeds
behalf by the undersigned, thereunto duly authdrize

O ceaNF IRSTF INANCIAL C ORP.

By: /sl Christopher D. Maher
Christopher D. Mahe
President and Chief Executive Offic

Date: March 9, 201¢

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed byfdowing persons in the capacities and on thes
indicated.

Name Date

/sl Christopher D. Mahe March 9, 2015
Christopher D. Mahe

President, Chief Executive Officer and Director iffpipal executiv

officer)

/sl Michael J. Fitzpatric March 9, 2015
Michael J. Fitzpatricl

Executive Vice President and Chief Financial Offi¢grincipal accountin

and financial officer

/sl John R. Garbarin March 9, 2015
John R. Garbarin
Chairman of the Board and Direc!

/s/ Joseph J. Burk March 9, 2015
Joseph J. Burk
Director

/s/ Angelo Catani: March 9, 2015
Angelo Catanit
Director

/s/ John W. Chadwic March 9, 2015
John W. Chadwicl
Director

/s/ Donald E. McLaughlii March 9, 2015
Donald E. McLaughlir
Director
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Name

/s/ Diane F. Rhini

Diane F. Rhine
Director

/s/ Mark G. Solow

Mark G. Solow
Director

/s/ John E. Wals

John E. Walsl
Director
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March 9, 2015



Exhibit 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors
OceanFirst Financial Corp.:

We consent to incorporation by reference in thestegfion statement (No. 333-177243) on Forr8, $ertaining to the OceanFirst Financial Corp. 2&tocl
Incentive Plan, in the registration statement (Bl83-141746) on Form 8; pertaining to the OceanFirst Financial Corp.®®lock Incentive Plan, and in
registration statement (No. 333-42088) on For®, $ertaining to the OceanFirst Financial Corp.®88ock Option Plan, of our reports dated March23,5 witt
respect to the consolidated statements of finarmaldition of OceanFirst Financial Corp. and suiasidas of December 31, 2014 and 2013 and theeo
consolidated statements of income, comprehensiv@mie, changes in stockholders’ equity, and cashsflfor each of the years in the thngsar period ende
December 31, 2014, and the effectiveness of intewratrol over financial reporting as of Decembér 3014, which reports are incorporated by refezeincthe
December 31, 2014 Annual Report on Form 10-K ofddé&érst Financial Corp.

/sl KPMG LLP

Short Hills, New Jersey
March 13, 2015



Exhibit 31.1

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

I, Christopher D. Maher, certify that:

1. | have reviewed this annual report on Forr-K of OceanFirst Financial Corp. and subsidie

2. Based on my knowledge, this report does not cordain untrue statement of a material fact or omistete a material fact necessary to maki
statements made, in light of the circumstances undiéch such statements were made, not misleadiitly n@spect to the period covered by
report;

3. Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all material respects
financial condition, results of operations and cfias of the registrant as of, and for, the pesipdesented in this repo

4. The registrang other certifying officer and | are responsible &stablishing and maintaining disclosure contraisl procedures (as definec

Exchange Act Rules 13a-15(e) and 15d-15(e)), atedrial control over financial reporting (as definedExchange Act Rules 13a-15(f) and 1H8lf))

for the registrant and hav

a. Designed such disclosure controls and procedureswsed such disclosure controls to be designedrumar supervision, to ensure 1
material information relating to the registrantclirding its consolidated subsidiaries, is made kmdw us by others within those entit
particularly during the period in which this rep@teing prepared; ar

b. Designed such internal control over financial réipgr or caused such internal control over finanegorting to be designed under
supervision, to provide reasonable assurance riegptte reliability of financial reporting and thgreparation of financial statements
external purposes in accordance with generallygedeaccounting principles; al

c. Evaluated the effectiveness of the registsaudisclosure controls and procedures and presentéis report our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by gpsnt based on such evaluation;

d. Disclosed in this report any change in the tegig’s internal control over financial reportirftat occurred during the registranthost recel
fiscal quarter (the registrastfourth fiscal quarter in the case of an annupbm® that has materially affected, or is reasopditely to
materially affect, the registrée’s internal control over financial reportir

5. The registrans other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @rdver financial reporting, to tl
registran’s auditors and the audit committee of regis’s board of directors (or persons performing thewedent functions)

a. All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which are reason:
likely to adversely affect the registr’s ability to record, process, summarize and refimahcial information; ant

b. Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the registrargt'internal contre
over financial reporting

Date: March 13, 2015 /sl Christopher D. Mahe

Christopher D. Mahe
Chief Executive Office
(principal executive officer



Exhibit 31.2

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

I, Michael J. Fitzpatrick certify that:

1. | have reviewed this annual report on Forr-K of OceanFirst Financial Corp. and subsidie

2. Based on my knowledge, this report does not cordain untrue statement of a material fact or omistete a material fact necessary to maki
statements made, in light of the circumstances undiéch such statements were made, not misleadiitly n@spect to the period covered by
report;

3. Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all material respects
financial condition, results of operations and cfias of the registrant as of, and for, the pesipdesented in this repo

4. The registrang other certifying officer and | are responsible &stablishing and maintaining disclosure contraisl procedures (as definec

Exchange Act Rules 13a-15(e) and 15d-15(e)), atedrial control over financial reporting (as definedExchange Act Rules 13a-15(f) and 1H8lf))

for the registrant and hav

a. Designed such disclosure controls and procedureswsed such disclosure controls to be designedrumar supervision, to ensure 1
material information relating to the registrantclirding its consolidated subsidiaries, is made kmdw us by others within those entit
particularly during the period in which this rep@teing prepared; ar

b. Designed such internal control over financial réipgr or caused such internal control over finanegorting to be designed under
supervision, to provide reasonable assurance riegptte reliability of financial reporting and thgreparation of financial statements
external purposes in accordance with generallygedeaccounting principles; al

c. Evaluated the effectiveness of the registsaudisclosure controls and procedures and presentéis report our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by gpsnt based on such evaluation;

d. Disclosed in this report any change in the tegig’s internal control over financial reportirftat occurred during the registranthost recel
fiscal quarter (the registrastfourth fiscal quarter in the case of an annupbm® that has materially affected, or is reasopditely to
materially affect, the registrée’s internal control over financial reportir

5. The registrans other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @rdver financial reporting, to tl
registran’s auditors and the audit committee of regis’s board of directors (or persons performing thewedent functions)

a. All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which are reason:
likely to adversely affect the registr’s ability to record, process, summarize and refimahcial information; ant

b. Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the registrargt'internal contre
over financial reporting

Date: March 13, 2015 /sl Michael J. Fitzpatric

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



Exhibit 32.1

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 Annual Report of OceanFkstancial Corp. and subsidiary (the “Company”) amrf 10K for the period ending December 31, 201

filed with the Securities and Exchange Commissiornihe date hereof (the “Reportthe undersigned certify, pursuant to 18 U.S.C. 8135 added by 8906 of |
Sarbanes-Oxley Act of 2002, that:

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

2. The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations of the Company .
and for the period covered by the Rep

/sl Christopher D. Mahe
Christopher D. Mahe
Chief Executive Office
March 13, 201!

/sl Michael J. Fitzpatric
Michael J. Fitzpatricl
Chief Financial Office
March 13, 201!




