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16,241,542 shares held by all directors and executive officers of the registrant. This figure is based on the closing price of the registrant s
common stock on June 30, 2007, $17.02, as reported by the New York Stock Exchange.

The number of shares of the registrant s common stock outstanding as of February 25, 2008 was 324,840,346 shares.
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For the purpose of this Annual Report on Form 10-K, the words we, us, our, andthe Company are used to refer to New York
Community Bancorp, Inc. and our consolidated subsidiaries, including New York Community Bank and New York Commercial Bank (the
Community Bank and the Commercial Bank, respectively, and collectively, the Banks. )

FORWARD-LOOKING STATEMENTS AND ASSOCIATED RISK FACTORS

This report, like many written and oral communications presented by New York Community Bancorp, Inc. and our authorized officers, may
contain certain forward-looking statements regarding our prospective performance and strategies within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. We intend such forward-looking
statements to be covered by the safe harbor provisions for forward-looking statements contained in the Private Securities Litigation Reform Act
of 1995, and are including this statement for purposes of said safe harbor provisions.

Forward-looking statements, which are based on certain assumptions and describe future plans, strategies, and expectations of the Company, are

generally identified by use of the words anticipate, believe, estimate, expect, intend, plan, project, seek, strive, try, or future o
suchas will, would, should, could, may, or similar expressions. Our ability to predict results or the actual effects of our plans or strategies is
inherently uncertain. Accordingly, actual results may differ materially from anticipated results.

There are a number of factors, many of which are beyond our control, that could cause actual conditions, events, or results to differ significantly
from those described in our forward-looking statements. These factors include, but are not limited to:

General economic conditions and trends, either nationally or in some or all of the areas in which we and our customers conduct our
respective businesses;

Conditions in the securities markets or the banking industry;

Changes in interest rates, which may affect our net income, prepayment penalties, and other future cash flows, or the market value of
our assets;

Changes in deposit flows and wholesale borrowing facilities;

Changes in the demand for deposit, loan, and investment products and other financial services in the markets we serve;

Changes in our credit ratings;

Changes in the financial or operating performance of our customers businesses;

Changes in real estate values, which could impact the quality of the assets securing the loans in our portfolio;

Changes in the quality or composition of our loan or investment portfolios;

Changes in competitive pressures among financial institutions or from non-financial institutions;
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Changes in our customer base;

Potential exposure to unknown or contingent liabilities of companies we target for acquisition;

Our ability to retain key members of management;

Our timely development of new lines of business and competitive products or services in a changing environment, and the
acceptance of such products or services by our customers;

Any interruption or breach of security resulting in failures or disruptions in customer account management, general ledger, deposit,
loan, or other systems;

Any interruption in customer service due to circumstances beyond our control;

The outcome of pending or threatened litigation, or of other matters before regulatory agencies, or of matters resulting from
regulatory exams, whether currently existing or commencing in the future;

Environmental conditions that exist or may exist on properties owned by, leased by, or mortgaged to the Company;

Changes in estimates of future reserve requirements based upon the periodic review thereof under relevant regulatory and accounting
requirements;

Changes in legislation, regulation, and policies, including, but not limited to, those pertaining to banking, securities, tax,
environmental protection, and insurance, and the ability to comply with such changes in a timely manner;

Changes in accounting principles, policies, practices, or guidelines;

Operational issues stemming from, and/or capital spending necessitated by, the potential need to adapt to industry changes in
information technology systems, on which we are highly dependent;
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The ability to keep pace with, and implement on a timely basis, technological changes;

Changes in the monetary and fiscal policies of the U.S. Government, including policies of the U.S. Treasury and the Federal Reserve
Board;

War or terrorist activities; and

Other economic, competitive, governmental, regulatory, and geopolitical factors affecting our operations, pricing, and services.
In addition, it should be noted that we routinely evaluate opportunities to expand through acquisition and frequently conduct due diligence
activities in connection with such opportunities. As a result, acquisition discussions and, in some cases, negotiations, may take place at any time,
and acquisitions involving cash, debt, or equity securities may occur.

Furthermore, the timing and occurrence or non-occurrence of events may be subject to circumstances beyond our control.
Please see Item 1A, Risk Factors, for a further discussion of factors that could affect the actual outcome of future events.

Readers are cautioned not to place undue reliance on the forward-looking statements contained herein, which speak only as of the date of this
report. Except as required by applicable law or regulation, we undertake no obligation to update these forward-looking statements to reflect
events or circumstances that occur after the date on which such statements were made.
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BASIS POINT

Throughout this filing, the year-over-year or linked-quarter changes that occur in certain financial measures are reported in terms of basis points.
Each basis point is equal to one hundredth of a percentage point, or 0.01%. For example, our ratio of non-performing assets to total assets
improved by one basis point year-over-year, to 0.07% from 0.08%.

BOOK VALUE PER SHARE

As we define it, book value per share refers to the amount of stockholders equity attributable to each outstanding share of common stock, after
the unallocated shares held by our Employee Stock Ownership Plan ( ESOP ) have been subtracted from the total number of shares outstanding.
Book value per share is determined by dividing total stockholders equity at the end of a period by the adjusted number of shares at the same
date. The following table indicates the number of shares outstanding both before and after the total number of unallocated ESOP shares have
been subtracted at December 31,

2007 2006 2005 2004 2003
Shares outstanding 323,812,639 295,350,936 269,776,791 265,190,635 256,649,073
Less: Unallocated ESOP shares (977,800) (1,460,564) (2,182,398) (4,656,851) (5,068,648)
Shares used for book value per share computation 322,834,839 293,890,372 267,594,393 260,533,784 251,580,425

CHARGE-OFFS

Refers to loan balances that have been written off against the allowance for loan losses.

CORE DEPOSIT INTANGIBLE ( CDI )

Refers to the intangible asset related to the value of core deposit accounts acquired in a merger or acquisition.
CORE DEPOSITS

All deposits other than certificates of deposit are collectively referred to as core deposits.

COST OF FUNDS

The interest expense associated with interest-bearing liabilities, typically expressed as a ratio of interest expense to the average balance of
interest-bearing liabilities for a given period.

DIVIDEND YIELD

Refers to the yield generated on a shareholder s investment in the form of dividends. The current dividend yield is calculated by annualizing the
current quarterly cash dividend and dividing that amount by the current stock price.

DIVIDEND PAYOUT RATIO

The percentage of our earnings that is paid out to shareholders in the form of dividends, determined by dividing the dividend paid per share
during a period by our diluted earnings per share during the same period of time.

EFFICIENCY RATIO

Measures total operating expenses as a percentage of the sum of net interest income and non-interest income (loss).
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GAAP

This abbreviation is used to refer to U.S. generally accepted accounting principles, on the basis of which financial statements are prepared and
presented.

GOODWILL

Refers to the difference between the purchase price and the fair market value of an acquired company s assets, net of the liabilities assumed.
Goodwill is reflected as an asset on the balance sheet and is tested at least annually for impairment.
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GOVERNMENT-SPONSORED ENTERPRISES ( GSEs )

Refers to a group of financial services corporations that were created by the United States Congress to enhance the availability, and reduce the
cost, of credit to certain targeted borrowing sectors, including home finance. The GSEs include, but are not limited to, the Federal National
Mortgage Association ( Fannie Mae ), the Federal Home Loan Mortgage Corporation ( Freddie Mac ), and the twelve Federal Home Loan Banks.

GSE OBLIGATIONS
Refers to GSE mortgage-related securities (both certificates and collateralized mortgage obligations) and GSE debentures.
INTEREST RATE SENSITIVITY

Refers to the likelihood that the interest earned on assets and the interest paid on liabilities will change as a result of fluctuations in market
interest rates.

INTEREST RATE SPREAD

The difference between the yield earned on average interest-earning assets and the cost of average interest-bearing liabilities.
LOAN-TO-VALUE RATIO

Measures the current balance of a loan as a percentage of the original appraised value of the underlying property.
MULTI-FAMILY LOAN

A mortgage loan secured by a rental or cooperative apartment building with more than four units.

NET INTEREST INCOME

The difference between the interest and dividends earned on interest-earning assets and the interest paid or payable on interest-bearing liabilities.
NET INTEREST MARGIN

Measures net interest income as a percentage of average interest-earning assets.

NON-ACCRUAL LOAN

A loan generally is classified as a non-accrual loan when it is 90 days past due. When a loan is placed on non-accrual status, we cease the
accrual of interest owed, and previously accrued interest is reversed and charged against interest income. A loan generally is returned to accrual
status when the loan is less than 90 days past due and we have reasonable assurance that the loan will be fully collectible.

NON-PERFORMING ASSETS
Consists of non-accrual loans, loans 90 days or more delinquent and still accruing interest, and other real estate owned.
RENT-CONTROLLED/RENT-STABILIZED BUILDINGS

In New York City, where the vast majority of the properties securing our multi-family loans are located, the amount of rent that tenants may be
charged in certain buildings is restricted under certain rent-control or rent-stabilization laws. Rent-control laws apply to buildings constructed
prior to February 1947. An apartment is said to be rent-controlled if the tenant has been living continuously in the apartment for a period of time
beginning prior to July 1971. When a rent-controlled apartment is vacated, it typically becomes rent-stabilized. Rent-stabilized apartments are
generally located in buildings with six or more units that were built between February 1947 and January 1974. Apartments in rent-controlled and
-stabilized buildings tend to be more affordable to live in because of the applicable regulations, and are therefore less likely to experience
vacancies in times of economic adversity.
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REPURCHASE AGREEMENTS

Repurchase agreements are contracts for the sale of securities owned or borrowed by the Banks with an agreement to repurchase those securities
at an agreed-upon price and date. The Banks repurchase agreements are primarily collateralized by GSE obligations and other mortgage-related
securities, and are entered into with either the Federal Home Loan Bank of New York (the FHLB-NY ) or selected brokerage firms.
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RETURN ON AVERAGE ASSETS

A measure of profitability determined by dividing net income by average assets.

RETURN ON AVERAGE STOCKHOLDERS EQUITY

A measure of profitability determined by dividing net income by average stockholders equity.
WHOLESALE BORROWINGS

Refers to advances drawn by the Banks against their respective lines of credit with the FHLB-NY, their repurchase agreements with the
FHLB-NY and various brokerage firms, and federal funds purchased.

YIELD

The interest income associated with interest-earning assets, typically expressed as a ratio of interest income to the average balance of
interest-earning assets for a given period.

YIELD CURVE

Considered a key economic indicator, the yield curve is a graph that illustrates the difference between long-term and short-term interest rates
over a period of time. The greater the difference, the steeper the yield curve; the lesser the difference, the flatter the yield curve. When
short-term interest rates exceed long-term interest rates, the resultis an inverted yield curve.
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PART I

ITEM 1. BUSINESS
General

With total assets of $30.6 billion at December 31, 2007, we are the fourth largest publicly traded bank holding company headquartered in the
New York metropolitan region, and one of its leading depositories. We currently have 217 banking offices serving customers in all five
boroughs of New York City, Long Island, and Westchester County in New York, and Essex, Hudson, Mercer, Middlesex, Monmouth, Ocean,
and Union counties in New Jersey.

We are organized under Delaware Law as a multi-bank holding company and have two primary subsidiaries: New York Community Bank and
New York Commercial Bank (hereinafter referred to as the Community Bank and the Commercial Bank, respectively, and collectively as the
Banks ).

Established in 1859, the Community Bank is a New York State-chartered savings bank with 179 locations that currently operate through ten
divisional banks. Our three largest divisions are Roslyn Savings Bank, with 57 locations on Long Island, a suburban market east of New York
City comprised of Nassau and Suffolk counties; Queens County Savings Bank, with 34 locations in the New York City borough of Queens; and
Richmond County Savings Bank, with 23 locations in the New York City borough of Staten Island. In Brooklyn, we operate eight branches
through our Roosevelt Savings Bank division, and in the Bronx and Westchester County, we currently operate three branches under the name
CFS Bank. In March 2008, the three CFS Bank branches will commence operations under the name New York Community Bank, bringing the
total number of such namesake branches in the Bronx and Westchester County to four.

In New Jersey, our Community Bank franchise grew from eight to 53 branches in 2007 as a result of our acquisition of PennFed Financial
Services, Inc. ( PennFed ), the parent of Penn Federal Savings Bank, on April 2nd, and our acquisition of Synergy Financial Group, Inc.

( Synergy ), the parent of Synergy Bank, on October 1st. At December 31, 2007, we operated our New Jersey branches through five divisions:
Ironbound Bank, with two branches each in Essex and Union counties; First Savings Bank of New Jersey, with four branches in the Hudson
County city of Bayonne; Penn Federal Savings Bank, with 24 branches in Essex, Hudson, Middlesex, Monmouth, Ocean, and Union Counties;
Synergy Bank, with 19 branches in Middlesex, Monmouth, and Union counties; and Garden State Community Bank, with one branch each in
Mercer and Monmouth counties.

The latter two branches were acquired in the Synergy transaction, and operated under the Synergy Bank name until December 3rd. The Garden
State Community Bank division was established on that date to reflect our expanded franchise in New Jersey, and to better serve our growing
customer base. In March 2008, the 32 branches of Penn Federal Savings Bank, First Savings Bank of New Jersey, and Ironbound Bank will be
consolidated into the Garden State Community Bank division. The remaining Synergy Bank branches will commence operations under the
Garden State Community Bank name in the second half of the year.

We compete for customers by emphasizing convenience and service, and by offering a full range of traditional and non-traditional products and
services. All but five of our Community Bank branches feature weekend hours, including 46 branches that are located inside supermarkets or
drugstores. The combination of traditional and in-store branches enables us to offer 70 to 80 hours a week of banking service in many of the
communities we serve. The Community Bank also offers 24-hour banking at 169 of our 190 ATM locations, as well as 24-hour Internet banking
and banking by phone.

The Commercial Bank is a New York State-chartered commercial bank with 38 branches serving Manhattan, Queens, Brooklyn, Westchester
County, and Long Island, including ten branches that were acquired in connection with our acquisition of Long Island Financial Corp. ( Long
Island Financial ) on December 30, 2005, and 17 branches that were acquired in connection with our acquisition of Atlantic Bank of New York

( Atlantic Bank ) on April 28, 2006. The remaining branches of our Commercial Bank franchise were added on July 26, 2007 through our
acquisition of the New York City-based branch network of Doral Bank, FSB ( Doral ). At the present time, 19 of our 38 branches operate through
our Atlantic Bank division and the remaining 19 operate under the name New York Commercial Bank.

The Commercial Bank competes for customers by emphasizing personal service and by addressing the needs of small and mid-size businesses,
professional associations, and government agencies with a comprehensive menu of business solutions, including installment loans, revolving
lines of credit, and cash management services. In addition to featuring up to 52.5 hours per week of in-branch service, the Commercial Bank
offers 24-hour banking at 35 of its 44 ATM locations, and, like the Community Bank, 24-hour banking online and by phone.
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We also serve our customers through our websites, www.myNYCB.com, www.NewY orkCommercialBank.com, and www.NYCBfamily.com.

In addition to providing our customers with 24-hour access to their accounts, and information regarding our products and services, hours of
service, and locations, these web sites provide extensive information about the Company for current and prospective investors. Earnings

releases, dividend announcements, and other press releases are typically available at these sites upon issuance. In addition, our filings with the
U.S. Securities and Exchange Commission (the SEC ) (including our annual report on Form 10-K; our quarterly reports on Form 10-Q; and our
current reports on Form 8-K), and all amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, are available without charge at our web sites, typically within minutes of being filed. The web sites also provide
information regarding inside ownership and our corporate governance policies. Information that appears on our web sites should not be
considered to be a part of this filing.

Overview

Multi-family Lending: Multi-family loans are our principal asset. We are a leading producer of multi-family loans in New York City, with a
focus on loans secured by rent-controlled and rent-stabilized buildings, which represent approximately 52% of the City s rental housing market.
The loans we produce are typically based on the cash flows produced by the buildings, and are generally made to long-term property owners
with a history of growing cash flows over time. The property owners typically use the funds we provide to make improvements to the buildings
and the apartments within them, thus increasing their value and the rents that may be charged. As improvements are made, the building s rent roll
increases, prompting the borrower to seek additional funds by refinancing the loan. While our typical loan has a term of ten years, with a fixed
rate of interest in years one through five and a rate that adjusts in each year that follows, the majority of our loans tend to refinance within the
first five years. Loans that prepay in the first five years generate prepayment penalties ranging from five percentage points to one percentage
point of the then-current loan balance, depending on the remaining term of the loan. Reflecting the structure of our multi-family credits, the
average multi-family loan had an expected weighted average life of 3.6 years at December 31, 2007. In addition, the quality of these assets has
been consistently solid: We have not had a loss of principal within this niche for twenty-eight years.

At December 31, 2007, our portfolio of multi-family loans totaled $14.1 billion, representing 69.0% of loans outstanding at that date.

Commercial Real Estate Lending: Like our multi-family loans, the commercial real estate loans we produce are typically intermediate-term in
nature and have a solid record of asset quality, with no charge-offs recorded against the loan loss allowance for more than ten years. Our
commercial real estate loans are largely secured by properties in New York City, New Jersey, and Long Island, with Manhattan accounting for
the largest share. At December 31, 2007, commercial real estate loans totaled $3.8 billion, and represented 18.8% of our total loan portfolio.

Construction Lending: Our construction loan portfolio largely consists of loans of 18 to 24 months duration for land acquisition, development,
and construction of multi-family and residential tract projects in New York City and Long Island, and, to a lesser extent, for the construction of
owner-occupied one- to four-family homes and commercial properties. In anticipation of the downward turn in the credit cycle, the Company
slowed its construction lending in the second half of the year. As a result, construction loans rose modestly in 2007, to $1.1 billion, representing
5.6% of total loans at December 31 2007.

Commercial and Industrial ( C&I ) Lending: Reflecting both acquired loans and organic loan production, C&I loans totaled $705.8 million at
December 31, 2007, representing 73.1% of other loans and 3.5% of total loans. A broad range of loans is available to small and mid-size
businesses for working capital (including inventory and receivables), business expansion, and for the purchase of equipment and machinery.
C&I loans are included in  other loans in the Company s Consolidated Statements of Condition.

Loan Production: Originations totaled $4.9 billion in 2007, including multi-family loans of $2.5 billion, commercial real estate loans of $695.3
million, construction loans of $548.4 million, and $1.0 billion of C&I loans. Reflecting the volume of loans produced, and loans contributed by
the PennFed, Doral, and Synergy transactions, the loan portfolio totaled $20.4 billion at December 31, 2007 and represented 66.6% of total
assets, as compared to $19.7 billion, representing 69.0% of total assets, at December 31, 2006. During the year, we recorded repayments,
including sales, of $6.9 billion, which limited the growth of our loan portfolio.
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Funding Sources: The growth of our loan portfolio has primarily been fueled by the following funding sources: cash flows produced by the
repayment of loans; cash flows produced by securities repayments and sales; the deposits we ve added through our acquisitions or gathered
organically through our branch network; and the use of wholesale funding sources, primarily in the form of Federal Home Loan Bank of New
York ( FHLB-NY ) advances and repurchase agreements with the FHLB-NY and various brokerage firms.

Largely reflecting the repositioning of the balance sheet pursuant to our various acquisitions, loan repayments generated cash flows of $6.9
billion in 2007, while securities repayments provided cash flows of $3.0 billion. Deposits rose from $12.6 billion at year-end 2006 to $13.2
billion at year-end 2007, as the deposits acquired in the PennFed, Synergy, and Doral transactions enabled us to engage in a strategic run-off of
certain higher-cost certificates of deposit ( CDs ) and NOW and money market accounts, both of which included brokered deposits. CDs
represented $6.9 billion, or 52.5%, of total deposits at December 31, 2007, with core deposits (defined as NOW and money market accounts,
savings accounts, and non-interest-bearing accounts) representing the remaining $6.2 billion, or 47.5%.

Primarily reflecting our various acquisitions, wholesale borrowings rose $1.1 billion year-over-year, to $12.2 billion at December 31, 2007.

Asset Quality: At December 31, 2007, non-performing assets equaled a modest 0.07% of total assets, a one-basis point improvement from the
year-earlier measure, despite a modest increase in non-performing loans. Non-performing assets rose $306,000 year-over-year to $22.9 million,
the net effect of a $989,000 rise in non-performing loans to $22.2 million and a $683,000 reduction in other real estate owned to $658,000. The
increase in non-performing assets and loans was primarily attributable to certain loans that were acquired in the Synergy transaction that were
determined to be non-performing at December 31, 2007.

Another indication of the continuing quality of our assets was the level of charge-offs recorded during the twelve-month period. Charge-offs
totaled $431,000 and represented 0.002% of average loans in 2007, comparable to the $420,000 of loans charged off in 2006. Notably, the
charge-offs recorded in the past two years consisted of loans that were added in our various acquisitions. The quality of our assets reflects the
active involvement of our Board of Directors in the loan approval process, the rigorous nature of our underwriting standards, the structure of our
loan portfolio, and the nature of our multi-family lending niche. It also reflects our general practice of selling certain of the loans we acquire in
our business combinations.

In view of the consistent quality of our assets, and our assessment of the adequacy of the loan loss allowance, we did not record a provision for
loan losses in 2007 or 2006. Nonetheless, the allowance for loan losses rose $7.4 million year-over-year, to $92.8 million, as the PennFed and
Synergy transactions added $7.8 million to the loan loss allowance, more than offsetting the charge-offs recorded during the year. The allowance
for loan losses represented 418.14% of non-performing loans at December 31, 2007, an increase from 402.72% at December 31, 2006.

Although the impact of the recent credit crisis on our market has not approached the magnitude that it has in other parts of the country, certain
economic data indicates that our region has not been immune to the deterioration in the subprime lending market, the reduction in real estate
values, and the subsequent decline in the general economy. For example, notwithstanding an increase in private sector jobs in New York City
and Long Island, the unemployment rate rose from 4.0% to 5.2% in New York City over the course of 2007, and from 3.2% to 3.8% on Long
Island during the same time. In New Jersey, an increase in private sector jobs was also overshadowed by an increase in the unemployment rate,
from 3.9% to 4.1%. The Metro New York/New Jersey economy was further weakened over the course of 2007 by a decline in real estate values,
with an annual decline in home prices of 5.6% through December 2007.

Although we have no subprime or Alt-A loans in our loan portfolio, and no subprime- or Alt-A- backed issues among our securities, the
subprime crisis may affect us indirectly, albeit to a lesser extent than it will likely impact those banks and thrifts that produced and retained
significant portfolios of such loans. While we believe that the nature of our multi-family lending niche and the conservative nature of our
underwriting standards will limit the impact of the downward turn in the credit cycle on the quality of our assets particularly in comparison with
those institutions that were involved in subprime and Alt-A lending the downturn in the credit cycle could result in our experiencing an increase
in charge-offs and/or our setting aside provisions for loan losses, which would have an adverse impact on our results of operations.

Efficiency: Our efficiency has also been a distinguishing Company characteristic. Notwithstanding the impact of adding 56 branches to our
franchise, we continued to rank among the nation s most efficient banks and thrifts, with an
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efficiency ratio of 41.17% for the twelve months ended December 31, 2007. While several factors contribute to the efficiency of our operation,
two are chief among them: our ability to contain the costs involved in processing and servicing our loans, which consist primarily of
multi-family credits, and the expansion of our retail banking franchise primarily through accretive merger transactions.

Accretive Merger Transactions: In addition to organic loan production, the asset growth we accomplished in 2007 was fueled by two
acquisitions in New Jersey and the acquisition of a branch network in New York.

With the acquisitions of PennFed on April 2nd and Synergy on October 1st in 2007, we expanded our Community Bank franchise in New
Jersey, and thus increased our deposit market share in the Garden State. Between them, the PennFed and Synergy transactions added 45
branches to our franchise, strengthening our share of market in Essex, Hudson, and Union counties, and extending our footprint into Mercer,
Middlesex, Monmouth, and Ocean counties in the central part of the state.

On July 26, 2007, we further expanded our Commercial Bank franchise through the acquisition of Doral s branch network in New York City.
Although the Doral branches previously operated under a savings bank charter, the acquired branches were a logical extension of our
Commercial Bank franchise, boosting the number of branches to 38 in total, and the number of branches in Manhattan, Queens, and Brooklyn to
seven, eleven, and six, respectively. The transaction also provided us with a new location for our Atlantic Bank headquarters in Manhattan
following the sale of our original headquarters building in the third quarter of the year.

Post-Merger Repositioning of the Balance Sheet: Subsequent to the completion of our merger transactions, we have typically engaged in a
strategic balance sheet repositioning, selling certain securities and loans that were acquired in our transactions to generate cash flows for
investment in higher-yielding assets or to reduce our higher-cost funds. In 2007, for example, we sold $1.4 billion of loans that were acquired in
the PennFed transaction, and utilized the cash flows to invest in government-sponsored enterprise ( GSE ) debentures and mortgage-related
obligations, and to pay down certain of our wholesale borrowings.

Revenues: Our primary source of income is net interest income, which is the difference between the interest income generated by the loans we
produce and the securities we invest in, and the interest expense generated by our interest-bearing deposits and borrowed funds. The level of net
interest income we generate is influenced by a variety of factors, some of which are within our control (e.g., our mix of interest-earning assets
and interest-bearing liabilities); and some of which are not (e.g., the level of prepayment penalty income we receive, the level of short-term
interest rates and market rates of interest, and the degree of competition we face for deposits and loans).

While net interest income is our primary source of income, it is supplemented by the non-interest income we produce. The fee income we
generate on deposits and, to a lesser extent, loans is complemented by revenues from a variety of sources, including the sale of third-party
investment products and the sale of one- to four-family loans to a third-party conduit. We also generate other income through our investment in
bank-owned life insurance ( BOLI ) and through our investment advisory firm, Peter B. Cannell & Co., Inc., which had $1.7 billion of assets
under management at December 31, 2007.

Market Area and Competition

The combined population of our marketplace is 16.5 million, including 4.1 million residents of Nassau, Queens, and Richmond Counties, where
103 of our branch offices are located and where we enjoy the fourth largest share of deposits among all banks and thrifts, combined. With the
expansion of our Community Bank franchise in New Jersey through the PennFed and Synergy acquisitions, we now serve seven of the state s 21
counties, with a combined population of 4.4 million residents.

The drive to compete for deposits is influenced by our need for funding and by the level of interest rates. We generally vie for deposits by
emphasizing convenience and service, and by offering our customers access to a multitude of traditional and non-traditional products and
services. We have a significant presence in the New York metropolitan region and the central and northern parts of New Jersey, with 217
branches in total at the present time. Of this number, 179 are branches of the Community Bank and 38 are branches of the Commercial Bank.
We are committed to providing our customers with easy access to their money: In addition to providing banking hours at least six days a week in
198 of our branches, we offer our customers 24-hour banking online, by phone, and through 204 locations featuring 24-hour ATMs.
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The success of our efforts is reflected in our deposit market share. For example, in Richmond County, we have a 17.5% share of deposits; in
Nassau and Queens counties, our share of deposits is 9.2% and 7.4%, respectively. In Essex County, New Jersey, we have a 5.8% share of
deposits, largely reflecting the benefit of our acquisition of PennFed.

We also are recognized as a leading producer of multi-family loans in New York City, and compete on the basis of timely service and the
expertise that stems from being a specialist in our field. The majority of our multi-family loans are secured by rent-regulated buildings, a niche
that we have focused on for more than 30 years.

With more than 200 banks and thrifts serving our region, we face a significant level of competition for deposits and for loans. We not only vie
for business with the many banks, thrifts, and credit unions within our local market, but also with such non-traditional financial service providers
as mortgage banks, insurance companies, brokerage firms, and investment banks. We also face competition for loans and deposits on a
nationwide basis from companies that solicit business over the Internet. Many of the institutions we compete with have greater financial
resources and serve a broader market than we do, enabling them to promote their products more extensively than we can.

Our ability to compete has also been affected by industry consolidation. As the acquirer of five thrifts, two commercial banks, and a branch
network, we have been an active participant in, and beneficiary of, the trend toward consolidation. Merger transactions have enabled us to

expand our branch network, strengthen our management team, and augment our product menu, while enhancing our asset mix and providing us
with additional funding to grow our loan portfolio. With the acquisitions of PennFed, Synergy, and Doral s New York City-based branch network
in 2007, we have augmented the presence of the Community Bank in New Jersey and that of the Commercial Bank in New York.

In the past few years, we also have faced increased competition as a multi-family lender, particularly from the entrance of conduit lenders who
use the loans they originate to collateralize their mortgage-backed securities. However, with the disruption of the conduit market in August
2007, our ability to compete for product was enhanced in the latter part of the year. In addition, two of our major competitors were acquired in
2006 one in June and one in December further enabling us to increase our lending when market conditions improved.

While we anticipate that competition for multi-family loans will continue in the future, the level of loans produced in the last year, and that are
in our current pipeline, are indicative of our continued ability to compete effectively. That said, no assurances can be made that we will be able
to sustain our leadership role in the multi-family lending market, given that loan production may be influenced not only by competition, but also
by such other factors as the level of market interest rates, the availability and cost of funding, real estate market conditions, and the local
economy.

Unlike larger financial institutions that serve a broader market, we are focused on serving customers in the Metro New York region and New
Jersey. Accordingly, our success is substantially tied to the economic health of New York City, Long Island, Westchester County, and the seven
counties in New Jersey we serve. Local economic conditions have a significant impact on loan demand, the value of the collateral securing our
credits, and the ability of our borrowers to repay their loans. In addition, our ability to attract and retain deposits is not only a function of
short-term interest rates, but also the competitiveness of the rates being offered by other financial institutions within our marketplace.

Environmental Issues

We encounter certain environmental risks in our lending activities. The existence of hazardous materials may make it unattractive for a lender to
foreclose on the properties securing its loans. In addition, under certain conditions, under federal and state environmental laws, lenders may
become liable for costs of cleaning up hazardous materials found on such properties. We attempt to control such environmental risks by
requiring either that a borrower take environmental insurance on a property or that an appropriate environmental site assessment be completed as
part of our underwriting review on the initial granting of all commercial real estate and construction loans, regardless of location, and all
out-of-state multi-family loans. In addition, we often maintain ownership of specific commercial real estate properties we acquire through
foreclosure in separately incorporated subsidiaries.

Our attention to environmental risks also applies to the properties and facilities that house our bank operations. Prior to acquiring a large-scale
property, a Phase 1 Environmental Property Assessment is performed by a licensed
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professional engineer to determine the integrity of, and/or the potential risk associated with, the facility and the property on which it is built.
Properties and facilities of a smaller scale are evaluated by qualified in-house assessors, as well as by industry experts in environmental testing
and remediation. This two-pronged approach identifies potential risks associated with asbestos-containing material, above and underground
storage tanks, radon, electrical transformers (PCBs), ground water flow, storm and sanitary discharge, and mold, among other environmental
risks. These processes assist us in mitigating environmental risk by enabling us to identify potential issues prior to, and following, our
acquisition of bank properties.

Subsidiary Activities

The Community Bank has formed, or acquired through merger transactions, 37 active subsidiary corporations. Of these, 22 are direct
subsidiaries of the Community Bank and 15 are subsidiaries of Community Bank-owned entities.

The 22 direct subsidiaries of the Community Bank are:

Jurisdiction of

Name Organization Purpose

NYCB Community Development Corp. Delaware Formed to invest in community development activities

RSB Mt. Sinai Ventures, LLC Delaware Holding company for Mt. Sinai Ventures, LLC

RSB RNMC Re, Inc. Delaware Holding company for RNMC Re, Inc.

Roslyn National Mortgage Corporation Delaware Formerly operated as a mortgage loan originator and servicer and

currently holds an interest in its former office space

Woodhaven Investments, Inc. Delaware Holding company for Roslyn Real Estate Asset Corp. and Ironbound
Investment Company, Inc.

Pacific Urban Renewal, Inc. New Jersey Owns a branch building

Somerset Manor Holding Corp. New Jersey Holding company for four subsidiaries that owned and operated two
assisted-living facilities in New Jersey in 2005

1400 Corp. New York Manages properties acquired by foreclosure while they are being
marketed for sale

BSR 1400 Corp. New York Holds bank facilities and leases thereon

Bellingham Corp. New York A real estate holding company

Blizzard Realty Corp. New York A real estate holding company

CFS Investments, Inc. New York Sells non-deposit investment products

Main Omni Realty Corp. New York Owns foreclosed and investment properties

RCBK Mortgage Corp. New York Holds multi-family loans

RCSB Corporation New York Owns a branch building and Ferry Development Holding Company

RSB Agency, Inc. New York Sells non-deposit investment products

RSB O.B. Ventures, LLC New York Holding company for O.B. Ventures, LLC

Richmond Enterprises, Inc. New York Holding company for Peter B. Cannell & Co., Inc.

Penn Savings Insurance Agency, Inc. New Jersey Sells non-deposit investment products

Eagle Rock Investment Corp. New Jersey Formed to hold and manage investment portfolios for the Company

PennFed Title Service Corporation New Jersey Formed to participate in the ownership of a title insurance agency

Synergy Capital Investments, Inc. New Jersey Formed to hold and manage investment portfolios for the Company
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The 15 subsidiaries of Community Bank-owned entities are:

Jurisdiction of
Name Organization Purpose
Columbia Preferred Capital Corporation Delaware A real estate investment trust ( REIT ) organized for the purpose of
investing in mortgage-related assets

Mt. Sinai Ventures, LLC Delaware A joint venture partner in the development, construction, and sale of a
177-unit golf course community in Mt. Sinai, New York, all the units
of which were sold by December 31, 2006

Peter B. Cannell & Co., Inc. Delaware Advises high net worth individuals and institutions on the management
of their assets

RNMC Re, Inc. Delaware A captive re-insurance company which reinsures mortgage impairment
policies underwritten by principal carriers

Roslyn Real Estate Asset Corp. Delaware A REIT organized for the purpose of investing in mortgage-related
assets

Ferry Development Holding Company Delaware Formed to hold and manage investment portfolios for the Company

Ironbound Investment Company, Inc. New Jersey A REIT organized for the purpose of investing in mortgage-related
assets that also is the principal shareholder of Richmond County
Capital Corp.

Somerset Manor North Realty Holding New Jersey Established to own or operate assisted-living facilities in New Jersey

Company, LLC which were sold in 2005

Somerset Manor South Realty Holding New Jersey Established to own or operate assisted-living facilities in New Jersey

Company, LLC which were sold in 2005

Somerset Manor North Operating Company, New Jersey Established to own or operate assisted-living facilities in New Jersey

LLC which were sold in 2005

Somerset Manor South Operating Company, New Jersey Established to own or operate assisted-living facilities in New Jersey

LLC which were sold in 2005

0O.B. Ventures, LLC New York A joint venture partner in a 370-unit residential community in
Plainview, New York, all the units of which were sold by December
31, 2004

Richmond County Capital Corporation New York A REIT organized for the purpose of investing in mortgage-related

assets that also is the principal shareholder of Columbia Preferred
Capital Corp.

The Hamlet at Olde Oyster Bay, LLC New York Organized as a joint venture, part-owned by O.B. Ventures, LLC

The Hamlet at Willow Creek, LLC New York Organized as a joint venture, part-owned by Mt. Sinai Ventures, LLC
In addition, the Community Bank maintains one inactive corporation, Bayonne Service Corp., which is organized in New Jersey, and the
following inactive corporations which are organized in New York: MFO Holding Corp.; Queens County Capital Management, Inc.; Columbia
Resources Corp.; CFSB Funding Corporation; Residential Mortgage Banking, Inc.; Old Northern Co. Ltd.; Richmond REO, LLC; Columbia
Travel Services, Inc.; and VBF Holding Corporation.

The Commercial Bank has six active subsidiary corporations, two of which are subsidiaries of Commercial Bank-owned entities.

12

Table of Contents 21



Edgar Filing: NEW YORK COMMUNITY BANCORP INC - Form 10-K

Table of Conten

The four direct subsidiaries of the Commercial Bank are:

Jurisdiction of

Name Organization Purpose

Standard Funding Corp. New York Provides insurance premium financing

Gramercy Leasing Services, Inc. New York Provides equipment lease financing

Long Island Commercial Capital Corp. New York A REIT organized for the purpose of investing in mortgage-related
assets

Beta Investments, Inc. Delaware Holding company for Omega Commercial Mortgage Corp.

The two subsidiaries of Commercial Bank-owned entities are:

Jurisdiction of

Name Organization Purpose

Standard Funding of California, Inc. California Provides insurance premium financing

Omega Commercial Mortgage Corp. Delaware A REIT organized for the purpose of investing in mortgage-related
assets

The Company owns nine active special business trusts that were formed for the purpose of issuing capital and common securities and investing
the proceeds thereof in the junior subordinated debentures issued by the Company. Included in this number are New York Community Capital
Trust XI, which was formed on April 15, 2007, and PennFed Capital Trust II and PennFed Capital Trust III, which were assumed by the
Company in connection with the acquisition of PennFed. Please see Note 8 to the Consolidated Financial Statements, Borrowed Funds, within
Item 8, Financial Statements and Supplementary Data, for a further discussion of the Company s special business trusts.

The Company also has four non-banking subsidiaries: two that were acquired in the Long Island Financial transaction to provide private banking
and insurance services; one that was acquired in the Synergy transaction to sell non-deposit investment products; and one that was established in
connection with the acquisition of Atlantic Bank.

Personnel

At December 31, 2007, the number of full-time equivalent employees was 2,834, as compared to 2,431 at December 31, 2006. Our employees
are not represented by a collective bargaining unit, and we consider our relationship with our employees to be good.

Federal, State, and Local Taxation

Federal Taxation

General. The Company and its subsidiaries, excluding its Real Estate Investment Trust ( REIT ) subsidiaries, report their income on a
consolidated basis for tax purposes, using a calendar year and the accrual method of accounting, and, with some minor exceptions, are subject to
federal income taxation in the same manner as other corporations. An entity that satisfies certain statutory requirements can elect to be taxed as a
REIT. A deduction can be claimed for the dividend distribution of taxable earnings. The shareholders of a REIT must include such dividends in
federal taxable income without any offsetting dividend-received deduction.

The following discussion of tax matters is intended only as a summary and does not purport to be a comprehensive description of the tax rules
applicable to the Company, the Community Bank, the Commercial Bank, or other subsidiaries.

Bad Debt Reserves. Commercial banks and thrift institutions with assets in excess of $500 million deduct loan losses when realized, and are not
permitted a deduction based on a reserve method. Prior to 1996, thrift institutions such as the Community Bank were permitted to establish tax
reserves for bad debts. Such institutions maintain a frozen reserve equal to the balance of their bad debt reserves as of December 31, 1987. This
frozen reserve is subject to recapture in certain circumstances, as described below.
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If the Community Bank makes non-dividend distributions to the Parent Company (i.e., the Company on a stand-alone basis), such distributions
will be considered to have been made from the Community Bank s unrecaptured federal tax bad debt reserves to the extent thereof, and
approximately one and one-half times the amount of such distribution (but not in excess of the amount of such reserves) will be included in the
Community Bank s taxable income. Non-dividend distributions include distributions in excess of the Community Bank s current and accumulated
earnings and profits, as calculated for federal income tax purposes; distributions in redemption of stock; and distributions in partial or complete
liquidation. Dividends paid from the Community Bank s current or accumulated earnings and profits will not be so included in the Community
Bank s taxable income.

See Regulation and Supervision elsewhere in this report for limits on the payment of dividends by the Community Bank. The Community Bank
does not intend to pay dividends that would result in a recapture of any portion of its tax bad debt reserves.

Corporate Alternative Minimum Tax. In addition to the regular income tax, the Internal Revenue Code of 1986, as amended (the Code ) imposes
an alternative minimum tax ( AMT ) in an amount equal to 20% of alternative minimum taxable income ( AMTI ) to the extent that the AMT
exceeds the taxpayer s regular income tax. AMTI is regular taxable income as modified by certain adjustments and tax preference items. The
AMT is available as a credit against future regular income tax. The AMT credit can be carried forward indefinitely. The Company does not

expect to be subject to the AMT in the foreseeable future.

State and Local Taxation

New York State Taxation. The Company, the Community Bank, the Commercial Bank, and certain of their subsidiaries are subject to the New

York State Franchise Tax (the Franchise Tax ) on banking corporations in an annual amount equal to the greater of (a) 7.1% of entire net income
allocable to New York State, or (b) the applicable alternative tax. The alternative tax is generally the greater of (a) 0.01% of the value of the

taxable assets allocable to New York State with certain modifications; (b) 3% of alternative entire net income allocable to New York State; or

(c) $250. Entire net income is similar to federal taxable income, subject to certain modifications, and alternative entire net income is equal to

entire net income without certain adjustments. Income is allocated to New York State based upon three factors: receipts, wages, and deposits.

The Company, the Community Bank, the Commercial Bank, and certain of their subsidiaries file a New York State combined return.

The New York State tax law on banking corporations allows a deduction for net operating losses sustained in tax years beginning on or after
January 1, 2001. The deduction may not exceed the allowable net operating loss deduction determined by applying federal tax rules of Code
Section 172 augmented by the excess of the New York State bad debt deduction over the federal bad debt deduction. No carryback of these
losses is allowed. However, the losses may be carried forward for the same 20-year period allowed under federal tax law.

The Company does business within the Metropolitan Transportation Business Tax District (the District ). A tax surcharge is imposed on banking
corporations and business corporations doing business within the District and has been applied since 1982. The District tax rate is 17% on the
Franchise Tax. However, if the Franchise Tax paid to New York State is based on entire net income, then that District surcharge is equal to 17%
of a specially recomputed Franchise Tax using a 9% rate. The District tax surcharge is scheduled to expire for tax years ending on or after
December 31, 2009. However, legislation to extend the surcharge is anticipated.

In 2007, a new law was enacted that phases out, over a four-year period, the favorable adjustment to taxable income received from subsidiary
capital, where such income is attributable to a controlled REIT subsidiary. This new law is effective for tax years beginning in 2007. In January
2008, the Governor of the State of New York released a budget proposal which included a related tax provision that, if enacted, might adversely
impact the New York State tax liability of the Company. For additional information regarding the proposed tax provision, please see the
discussion of Income Tax Expense in Item 7 of this report.

Bad Debt Reserves. For purposes of computing their New York State entire net income, the Community Bank and the Commercial Bank are
permitted a deduction for an addition to the reserve for loan losses. The New York State tax bad debt reserve of the Community Bank is subject
to recapture for non-dividend distributions in a manner similar to the recapture of the federal tax bad debt reserve for such distributions. Also,
the New York State tax bad debt reserve is subject to recapture in the event that the Community Bank fails a definitional test which includes
maintaining a minimum

14

Table of Contents 24



Edgar Filing: NEW YORK COMMUNITY BANCORP INC - Form 10-K

Table of Conten

level of qualifying assets (the 60% Test ), which it presently satisfies. Qualifying assets for this test include loans secured by residential,
multi-family, and mixed-use properties (where the residential portion exceeds 80% of total use), mortgage-related securities, cash, and other
specified investments which are not significant for the Community Bank. Although there can be no assurance that the Community Bank will
satisfy the 60% Test in the future, management believes that the requisite level of qualifying assets will be maintained by the Community Bank.

City of New York Taxation. The Company, the Community Bank, the Commercial Bank, and certain of their subsidiaries are also subject to a
New York City banking corporation tax in an annual amount equal to the greater of (a) 9% of entire net income allocable to New York City, or
(b) the applicable alternative tax. The applicable alternative tax is the greater of (a) 0.01% of the value of taxable assets allocable to New York
City with certain modifications; (b) 3% of alternative entire net income allocable to New York City; or (c) $125. Allocated entire net income and
alternative net income are calculated in accordance with rules that are similar to the rules for calculating the Franchise Tax, including the
allowance of a deduction for an addition to the tax bad debt reserve. The New York City tax law does not permit a deduction for net operating
losses and does not phase out the favorable adjustment for income from subsidiary capital attributable to a controlled REIT subsidiary. The
Company, the Community Bank, the Commercial Bank, and certain of their subsidiaries file a New York City combined return.

Other State Taxes. Taxes paid by the Company and its subsidiaries to states other than New York are not material to its consolidated financial
condition or results of operations.

Regulation and Supervision

General

The Community Bank is a New York State-chartered savings bank and its deposit accounts are insured under the Deposit Insurance Fund (the

DIF ) up to applicable legal limits. The Commercial Bank is a New York State-chartered commercial bank and its deposit accounts also are
insured by the DIF up to applicable legal limits. Both the Community Bank and the Commercial Bank are subject to extensive regulation and
supervision by the New York State Banking Department (the Banking Department ), as their chartering agency, and by the Federal Deposit
Insurance Corporation (the FDIC ), as their insurer of deposits. Both institutions must file reports with the Banking Department and the FDIC
concerning their activities and financial condition, in addition to obtaining regulatory approvals prior to entering into certain transactions such as
mergers with, or acquisitions of, other depository institutions. Furthermore, the Banks are periodically examined by the Banking Department and
the FDIC to assess compliance with various regulatory requirements, including safety and soundness considerations. This regulation and
supervision establishes a comprehensive framework of activities in which a savings bank and a commercial bank can engage, and is intended
primarily for the protection of the insurance fund and depositors. The regulatory structure also gives the regulatory authorities extensive
discretion in connection with their supervisory and enforcement activities and examination policies, including policies with respect to the
classification of assets and the establishment of adequate loan loss allowances for regulatory purposes. Any change in such regulation, whether
by the Banking Department, the FDIC, or through legislation, could have a material adverse impact on the Company, the Community Bank, the
Commercial Bank, and their operations, and the Company s shareholders. The Company is required to file certain reports under, and otherwise
comply with, the rules and regulations of the Federal Reserve Board (the FRB ), the FDIC, the Banking Department, and the SEC under federal
securities laws. In addition, the FRB periodically examines the Company. Certain of the regulatory requirements applicable to the Community
Bank, the Commercial Bank, and the Company are referred to below or elsewhere herein. However, such discussion is not meant to be a
complete explanation of all laws and regulations and is qualified in its entirety by reference to the actual laws and regulations.

New York Law

The Community Bank and the Commercial Bank derive their lending, investment, and other authority primarily from the applicable provisions
of New York State Banking Law and the regulations of the Banking Department, as limited by FDIC regulations. Under these laws and
regulations, banks, including the Community Bank and the Commercial Bank, may invest in real estate mortgages, consumer and commercial
loans, certain types of debt securities (including certain corporate debt securities, and obligations of federal, state, and local governments and
agencies), certain types of corporate equity securities, and certain other assets. The lending powers of New York savings banks and commercial
banks are not subject to percentage of assets or capital limitations, although there are limits applicable to loans to individual borrowers.

15

Table of Contents 25



Edgar Filing: NEW YORK COMMUNITY BANCORP INC - Form 10-K

Table of Conten

Under the statutory authority for investing in equity securities, a savings bank may directly invest up to 7.5% of its assets in certain corporate
stock, and may also invest up to 7.5% of its assets in certain mutual fund securities. Investment in the stock of a single corporation is limited to
the lesser of 2% of the issued and outstanding stock of such corporation or 1% of the savings bank s assets, except as set forth below. Such equity
securities must meet certain earnings ratios and other tests of financial performance. Commercial banks may invest in certain equity securities up
to 2% of the stock of a single issuer and are subject to a general overall limit of the lesser of 2% of the bank s assets or 20% of capital and
surplus.

Pursuant to the leeway power, a savings bank may also make investments not otherwise permitted under New York State Banking Law. This
power permits a bank to make investments that would otherwise be impermissible. Up to 1% of a bank s assets may be invested in any single
such investment, subject to certain restrictions; the aggregate limit for all such investments is 5% of a bank s assets. Additionally, savings banks
are authorized to elect to invest under a prudent person standard in a wide range of debt and equity securities in lieu of investing in such
securities in accordance with, and reliance upon, the specific investment authority set forth in New York State Banking Law. Although the
prudent person standard may expand a savings bank s authority, in the event that a savings bank elects to utilize the prudent person standard, it
may be unable to avail itself of the other provisions of New York State Banking Law and regulations which set forth specific investment
authority.

New York State savings banks may also invest in subsidiaries under a service corporation power. A savings bank may use this power to invest in
corporations that engage in various activities authorized for savings banks, plus any additional activities which may be authorized by the

Banking Department. Investment by a savings bank in the stock, capital notes, and debentures of its service corporation is limited to 3% of the
savings bank s assets, and such investments, together with the savings bank s loans to its service corporations, may not exceed 10% of the savings
bank s assets. Savings banks and commercial banks may invest in operating subsidiaries that engage in activities permissible for the institution
directly. Under New York law, the New York State Banking Board has the authority to authorize savings banks to engage in any activity

permitted under federal law for federal savings associations and the insurance powers of national banks. Commercial banks may be authorized to
engage in any activity permitted under federal law for national banks.

The exercise by an FDIC-insured savings bank or commercial bank of the lending and investment powers under New York State Banking Law is
limited by FDIC regulations and other federal laws and regulations. In particular, the applicable provision of New York State Banking Law and
regulations governing the investment authority and activities of an FDIC-insured state-chartered savings bank and commercial bank have been
effectively limited by the Federal Deposit Insurance Corporation Improvement Act of 1991 ( FDICIA ) and the FDIC regulations issued pursuant
thereto.

With certain limited exceptions, a New York State-chartered savings bank may not make loans or extend credit for commercial, corporate, or
business purposes (including lease financing) to a single borrower, the aggregate amount of which would be in excess of 15% of the bank s net
worth or up to 25% for loans secured by collateral having an ascertainable market value at least equal to the excess of such loans over the bank s
net worth. A commercial bank is subject to similar limits on all of its loans. The Community Bank and the Commercial Bank currently comply
with all applicable loans-to-one-borrower limitations.

Under New York State Banking Law, a New York State-chartered stock-form savings bank and commercial bank may declare and pay
dividends out of its net profits, unless there is an impairment of capital, but approval of the Superintendent of Banks (the Superintendent ) is
required if the total of all dividends declared in a calendar year would exceed the total of its net profits for that year combined with its retained
net profits for the preceding two years less prior dividends paid.

New York State Banking Law gives the Superintendent authority to issue an order to a New York State-chartered banking institution to appear
and explain an apparent violation of law, to discontinue unauthorized or unsafe practices, and to keep prescribed books and accounts. Upon a
finding by the Banking Department that any director, trustee, or officer of any banking organization has violated any law, or has continued
unauthorized or unsafe practices in conducting the business of the banking organization after having been notified by the Superintendent to
discontinue such practices, such director, trustee, or officer may be removed from office after notice and an opportunity to be heard. The
Superintendent also has authority to appoint a conservator or a receiver for a savings or commercial bank under certain circumstances.
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Capital Requirements. The FDIC has adopted risk-based capital guidelines to which the Community Bank and the Commercial Bank are subject.
The guidelines establish a systematic analytical framework that makes regulatory capital requirements sensitive to differences in risk profiles
among banking organizations. The Community Bank and the Commercial Bank are required to maintain certain levels of regulatory capital in
relation to regulatory risk-weighted assets. The ratio of such regulatory capital to regulatory risk-weighted assets is referred to as a risk-based
capital ratio. Risk-based capital ratios are determined by allocating assets and specified off-balance-sheet items to four risk-weighted categories
ranging from 0% to 100%, with higher levels of capital being required for the categories perceived as representing greater risk.

These guidelines divide an institution s capital into two tiers. The first tier ( Tier I ) includes common equity, retained earnings, certain
non-cumulative perpetual preferred stock (excluding auction rate issues) and minority interests in equity accounts of consolidated subsidiaries,
less goodwill and other intangible assets (except mortgage servicing rights and purchased credit card relationships subject to certain limitations).
Supplementary ( Tier Il ) capital includes, among other items, cumulative perpetual and long-term limited-life preferred stock, mandatorily
convertible securities, certain hybrid capital instruments, term subordinated debt, and the allowance for loan losses, subject to certain limitations,
and up to 45% of pre-tax net unrealized gains on equity securities with readily determinable fair market values, less required deductions. Savings
banks and commercial banks are required to maintain a total risk-based capital ratio of 8%, of which at least 4% must be Tier I capital.

In addition, the FDIC has established regulations prescribing a minimum Tier I leverage capital ratio (the ratio of Tier I capital to adjusted
average assets as specified in the regulations). These regulations provide for a minimum Tier I leverage capital ratio of 3% for institutions that
meet certain specified criteria, including that they have the highest examination rating and are not experiencing or anticipating significant
growth. All other institutions are required to maintain a Tier I leverage capital ratio of at least 4%. The FDIC may, however, set higher leverage
and risk-based capital requirements on individual institutions when particular circumstances warrant. Institutions experiencing or anticipating
significant growth are expected to maintain capital ratios, including tangible capital positions, well above the minimum levels.

As of December 31, 2007, the Community Bank and the Commercial Bank were deemed to be well capitalized under the regulatory framework
for prompt corrective action. To be categorized as well capitalized, a bank must maintain a minimum Tier I leverage capital ratio of 5%, a
minimum Tier I risk-based capital ratio of 6%, and a minimum total risk-based capital ratio of 10%. A summary of the regulatory capital ratios
of the Banks at December 31, 2007 appears in Note 16 to the Consolidated Financial Statements, Regulatory Matters in Item 8, Financial
Statements and Supplementary Data.

The regulatory capital regulations of the FDIC and other federal banking agencies provide that the agencies will take into account the exposure

of an institution s capital and economic value to changes in interest rate risk in assessing capital adequacy. According to the agencies, applicable
considerations include the quality of the institution s interest rate risk management process, overall financial condition, and the level of other
risks at the institution for which capital is needed. Institutions with significant interest rate risk may be required to hold additional capital. The
agencies have issued a joint policy statement providing guidance on interest rate risk management, including a discussion of the critical factors
affecting the agencies evaluation of interest rate risk in connection with capital adequacy. Institutions that engage in specified amounts of trading
activity may be subject to adjustments in the calculation of the risk-based capital requirement to assure sufficient additional capital to support
market risk.

Standards for Safety and Soundness. Federal law requires each federal banking agency to prescribe, for the depository institutions under its
jurisdiction, standards that relate to, among other things, internal controls; information and audit systems; loan documentation; credit
underwriting; the monitoring of interest rate risk; asset growth; compensation; fees and benefits; and such other operational and managerial
standards as the agency deems appropriate. The federal banking agencies adopted final regulations and Interagency Guidelines Establishing
Standards for Safety and Soundness (the Guidelines ) to implement these safety and soundness standards. The Guidelines set forth the safety and
soundness standards that the federal banking agencies use to identify and address problems at insured depository institutions before capital
becomes impaired. If the appropriate federal banking agency determines that an institution fails to meet any standard prescribed by the

Guidelines, the agency may require the institution to submit to the agency an acceptable plan to achieve compliance with the standard, as

required by the Federal Deposit Insurance Act, as amended, (the FDI Act ). The final regulations establish deadlines for the submission and
review of such safety and soundness compliance plans.
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Real Estate Lending Standards. The FDIC and the other federal banking agencies have adopted regulations that prescribe standards for
extensions of credit that (i) are secured by real estate, or (ii) are made for the purpose of financing construction or improvements on real estate.
The FDIC regulations require each institution to establish and maintain written internal real estate lending standards that are consistent with safe
and sound banking practices and appropriate to the size of the institution and the nature and scope of its real estate lending activities. The
standards also must be consistent with accompanying FDIC Guidelines, which include loan-to-value limitations for the different types of real
estate loans. Institutions are also permitted to make a limited amount of loans that do not conform to the proposed loan-to-value limitations so
long as such exceptions are reviewed and justified appropriately. The Guidelines also list a number of lending situations in which exceptions to
the loan-to-value standard are justified.

On December 12, 2006, the FDIC, the Office of the Comptroller of the Currency, and the Board of Governors of the Federal Reserve System
(collectively, the Agencies ) issued joint guidance entitled Concentrations in Commercial Real Estate Lending, Sound Risk Management
Practices (the CRE Guidance ). The CRE Guidance, which addresses land development, construction, and certain multi-family loans, as well as
commercial real estate loans, does not establish specific lending limits but, rather, reinforces and enhances the Agencies existing regulations and
guidelines for such lending and portfolio management.

Dividend Limitations. The FDIC has authority to use its enforcement powers to prohibit a savings bank or commercial bank from paying
dividends if, in its opinion, the payment of dividends would constitute an unsafe or unsound practice. Federal law prohibits the payment of
dividends that will result in the institution failing to meet applicable capital requirements on a pro forma basis. The Community Bank and the
Commercial Bank are also subject to dividend declaration restrictions imposed by New York law as previously discussed under New York Law.

Investment Activities

Since the enactment of FDICIA, all state-chartered financial institutions, including savings banks, commercial banks, and their subsidiaries, have
generally been limited to such activities as principal and equity investments of the type and in the amount authorized for national banks. State
law, FDICIA, and FDIC regulations permit certain exceptions to these limitations. For example, certain state-chartered savings banks, such as

the Community Bank, may, with FDIC approval, continue to exercise state authority to invest in common or preferred stocks listed on a national
securities exchange and in the shares of an investment company registered under the Investment Company Act of 1940, as amended. Such banks
may also continue to sell Savings Bank Life Insurance. In addition, the FDIC is authorized to permit institutions to engage in state authorized
activities or investments not permitted for national banks (other than non-subsidiary equity investments) for institutions that meet all applicable
capital requirements if it is determined that such activities or investments do not pose a significant risk to the insurance fund. The
Gramm-Leach-Bliley Act of 1999 and FDIC regulations impose certain quantitative and qualitative restrictions on such activities and on a bank s
dealings with a subsidiary that engages in specified activities.

The Community Bank received grandfathering authority from the FDIC in 1993 to invest in listed stock and/or registered shares subject to the
maximum permissible investments of 100% of Tier I Capital, as specified by the FDIC s regulations, or the maximum amount permitted by New
York State Banking Law, whichever is less. Such grandfathering authority is subject to termination upon the FDIC s determination that such
investments pose a safety and soundness risk to the Community Bank or in the event that the Community Bank converts its charter or undergoes
a change in control.

Prompt Corrective Regulatory Action

Federal law requires, among other things, that federal bank regulatory authorities take prompt corrective action with respect to institutions that
do not meet minimum capital requirements. For these purposes, the law establishes five capital tiers: well capitalized, adequately capitalized,
undercapitalized, significantly undercapitalized, and critically undercapitalized.

The FDIC has adopted regulations to implement prompt corrective action. Among other things, the regulations define the relevant capital
measure for the five capital categories. An institution is deemed to be well capitalized if it has a total risk-based capital ratio of 10% or greater, a
Tier I risk-based capital ratio of 6% or greater, and a leverage
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capital ratio of 5% or greater, and is not subject to a regulatory order, agreement, or directive to meet and maintain a specific capital level for

any capital measure. An institution is deemed to be adequately capitalized if it has a total risk-based capital ratio of 8% or greater, a Tier I
risk-based capital ratio of 4% or greater, and generally a leverage capital ratio of 4% or greater. An institution is deemed to be undercapitalized
if it has a total risk-based capital ratio of less than 8%, a Tier I risk-based capital ratio of less than 4%, or generally a leverage capital ratio of

less than 4%. An institution is deemed to be significantly undercapitalized if it has a total risk-based capital ratio of less than 6%, a Tier I
risk-based capital ratio of less than 3%, or a leverage capital ratio of less than 3%. An institution is deemed to be critically undercapitalized if it
has a ratio of tangible equity (as defined in the regulations) to total assets that is equal to or less than 2%.

Undercapitalized institutions are subject to growth, capital distribution (including dividend), and other limitations and are required to submit a
capital restoration plan. An institution s compliance with such plan is required to be guaranteed by any company that controls the
undercapitalized institution in an amount equal to the lesser of 5.0% of the bank s total assets when deemed undercapitalized or the amount
necessary to achieve the status of adequately capitalized. If an undercapitalized institution fails to submit an acceptable plan, it is treated as if it
is significantly undercapitalized. Significantly undercapitalized institutions are subject to one or more additional restrictions including, but not
limited to, an order by the FDIC to sell sufficient voting stock to become adequately capitalized; requirements to reduce total assets, cease
receipt of deposits from correspondent banks, or dismiss directors or officers; and restrictions on interest rates paid on deposits, compensation of
executive officers, and capital distributions by the parent holding company.

Critically undercapitalized institutions also may not, beginning 60 days after becoming critically undercapitalized, make any payment of
principal or interest on certain subordinated debt, or extend credit for a highly leveraged transaction, or enter into any material transaction
outside the ordinary course of business. In addition, subject to a narrow exception, the appointment of a receiver is required for a critically
undercapitalized institution.

Transactions with Affiliates

Under current federal law, transactions between depository institutions and their affiliates are governed by Sections 23A and 23B of the Federal
Reserve Act and the FRB s Regulation W promulgated thereunder. An affiliate of a savings bank or commercial bank is any company or entity
that controls, is controlled by, or is under common control with the institution, other than a subsidiary. Generally, an institution s subsidiaries are
not treated as affiliates unless they are engaged in activities as principal that are not permissible for national banks. In a holding company
context, at a minimum, the parent holding company of an institution, and any companies that are controlled by such parent holding company, are
affiliates of the institution. Generally, Section 23A limits the extent to which the institution or its subsidiaries may engage in covered
transactions with any one affiliate to an amount equal to 10% of the institution s capital stock and surplus, and contains an aggregate limit on all
such transactions with all affiliates to an amount equal to 20% of such capital stock and surplus. The term covered transaction includes the
making of loans or other extensions of credit to an affiliate; the purchase of assets from an affiliate; the purchase of, or an investment in, the
securities of an affiliate; the acceptance of securities of an affiliate as collateral for a loan or extension of credit to any person; or issuance of a
guarantee, acceptance, or letter of credit on behalf of an affiliate. Section 23A also establishes specific collateral requirements for loans or
extensions of credit to, or guarantees, or acceptances on letters of credit issued on behalf of, an affiliate. Section 23B requires that covered
transactions and a broad list of other specified transactions be on terms substantially the same as, or no less favorable to, the institution or its
subsidiary as similar transactions with non-affiliates.

The Sarbanes-Oxley Act of 2002 generally prohibits loans by the Company to its executive officers and directors. However, the Sarbanes-Oxley
Act contains a specific exemption for loans by an institution to its executive officers and directors in compliance with federal banking laws.
Section 22(h) of the Federal Reserve Act, and FRB Regulation O adopted thereunder, governs loans by a savings bank or commercial bank to
directors, executive officers, and principal shareholders. Under Section 22(h), loans to directors, executive officers, and shareholders who
control, directly or indirectly, 10% or more of voting securities of an institution, and certain related interests of any of the foregoing, may not
exceed, together with all other outstanding loans to such persons and affiliated entities, the institution s total capital and surplus. Section 22(h)
also prohibits loans above amounts prescribed by the appropriate federal banking agency to directors, executive officers, and shareholders who
control 10% or more of the voting securities of an institution, and their respective related interests, unless such loan is approved in advance by a
majority of the board of the institution s directors. Any interested director may not participate in the voting. The loan amount (which includes all
other outstanding loans to such person) as to which such prior board of director approval is required, is the greater of $25,000 or 5% of capital
and surplus or any loans aggregating over $500,000. Further, pursuant to Section 22(h), loans to
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directors, executive officers, and principal shareholders must be made on terms substantially the same as those offered in comparable
transactions to other persons. There is an exception for loans made pursuant to a benefit or compensation program that is widely available to all
employees of the institution and does not give preference to executive officers over other employees. Section 22(g) of the Federal Reserve Act
places additional limitations on loans to executive officers.

Enforcement

The FDIC has extensive enforcement authority over insured banks, including the Community Bank and the Commercial Bank. This enforcement
authority includes, among other things, the ability to assess civil money penalties, to issue cease and desist orders, and to remove directors and
officers. In general, these enforcement actions may be initiated in response to violations of laws and regulations and unsafe or unsound practices.

The FDIC has authority under federal law to appoint a conservator or receiver for an insured institution under certain circumstances. The FDIC

is required, with certain exceptions, to appoint a receiver or conservator for an insured institution if that institution was critically

undercapitalized on average during the calendar quarter beginning 270 days after the date on which the institution became critically
undercapitalized. For this purpose, critically undercapitalized means having a ratio of tangible equity to total assets of less than 2%. See Prompt
Corrective Regulatory Action earlier in this report.

The FDIC may also appoint a conservator or receiver for an insured institution on the basis of the institution s financial condition or upon the
occurrence of certain events, including (i) insolvency (whereby the assets of the bank are less than its liabilities to depositors and others);

(ii) substantial dissipation of assets or earnings through violations of law or unsafe or unsound practices; (iii) existence of an unsafe or unsound
condition to transact business; (iv) likelihood that the bank will be unable to meet the demands of its depositors or to pay its obligations in the
normal course of business; and (v) insufficient capital, or the incurrence or likely incurrence of losses that will deplete substantially all of the
institution s capital with no reasonable prospect of replenishment of capital without federal assistance.

Insurance of Deposit Accounts

The deposits of the Community Bank and the Commercial Bank are insured up to applicable limits by the DIF of the FDIC. The DIF is the
successor to the Bank Insurance Fund and the Savings Association Insurance Fund, which were merged in 2006. The FDIC amended its
risk-based assessment system for 2007 to implement authority granted by the Federal Deposit Insurance Reform Act of 2005 (the Reform Act ).
Under the revised system, insured institutions are assigned to one of four risk categories based on supervisory evaluations, regulatory capital
levels and certain other factors. An institution s assessment rate depends upon the category to which it is assigned. Risk Category I, which
contains the least risky depository institutions, is expected to include more than 90% of all institutions. Unlike the other categories, Risk
Category I contains further risk differentiation based on the FDIC s analysis of financial ratios, examination component ratings and other
information. Assessment rates are determined by the FDIC and currently range from five to seven basis points for the healthiest institutions
(Risk Category I) to 43 basis points of assessable deposits for the riskiest (Risk Category IV). The FDIC may adjust rates uniformly from one
quarter to the next, except that no single adjustment can exceed three basis points. No institution may pay a dividend if it is in default of its
FDIC assessment.

The Reform Act also provided a one-time credit for eligible institutions based on their assessment base as of December 31, 1996. Subject to
certain limitations, credits could be used beginning in 2007 to offset assessments. The one-time credits for the Community Bank and the
Commercial Bank, combined, were $8.9 million at December 31, 2007. In 2007, we utilized $7.1 million of the combined one-time credit to
fully offset our assessments for the year. The remaining one-time credits are expected to be exhausted in 2008. In addition, the Reform Act also
provided for the possibility that the FDIC may pay dividends to insured institutions once the DIF reserve ratio equals or exceeds 1.35% of
estimated insured deposits.

In addition to the assessment for deposit insurance, institutions are required to make payments on bonds issued in the late 1980s by the
Financing Corporation to recapitalize a predecessor deposit insurance fund. That payment is established quarterly, and during the calendar year
ending December 31, 2007, averaged 1.18 basis points of assessable deposits.

The Reform Act provided the FDIC with authority to adjust the DIF ratio to insured deposits within a range of 1.15% and 1.50%, in contrast to
the prior statutorily fixed ratio of 1.25%. The ratio, which is viewed by the FDIC as the level that the fund should achieve, has been established
by the agency at 1.25% for 2008, unchanged from 2007.
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The FDIC has authority to increase insurance assessments. A significant increase in insurance premiums would likely have an adverse effect on
the operating expenses and results of operations of the Community Bank and the Commercial Bank. Management cannot predict what insurance
assessment rates will be in the future.

Insurance of deposits may be terminated by the FDIC upon a finding that the institution has engaged in unsafe or unsound practices, is in an
unsafe or unsound condition to continue operations, or has violated any applicable law, regulation, rule, order or condition imposed by the FDIC.
Management does not know of any practice, condition, or violation that might lead to termination of deposit insurance of either of the Banks.

Community Reinvestment Act

Federal Regulation. Under the Community Reinvestment Act (the CRA ), as implemented by FDIC regulations, an institution has a continuing
and affirmative obligation consistent with its safe and sound operation to help meet the credit needs of its entire community, including low and
moderate income neighborhoods. The CRA does not establish specific lending requirements or programs for financial institutions nor does it

limit an institution s discretion to develop the types of products and services that it believes are best suited to its particular community, consistent
with the CRA. The CRA requires the FDIC, in connection with its examinations, to assess the institution s record of meeting the credit needs of
its community and to take such record into account in its evaluation of certain applications by such institution. The CRA requires public

disclosure of an institution s CRA rating and further requires the FDIC to provide a written evaluation of an institution s CRA performance
utilizing a four-tiered descriptive rating system. The Community Bank s latest CRA rating from the FDIC was outstanding and the Commercial
Bank s latest CRA rating was satisfactory.

New York Regulation. The Community Bank and the Commercial Bank are also subject to provisions of the New York State Banking Law
which impose continuing and affirmative obligations upon a banking institution organized in New York to serve the credit needs of its local
community (the NYCRA ). Such obligations are substantially similar to those imposed by the CRA. The NYCRA requires the Banking
Department to make a periodic written assessment of an institution s compliance with the NYCRA, utilizing a four-tiered rating system, and to
make such assessment available to the public. The NYCRA also requires the Superintendent to consider the NYCRA rating when reviewing an
application to engage in certain transactions, including mergers, asset purchases, and the establishment of branch offices or ATMs, and provides
that such assessment may serve as a basis for the denial of any such application. The latest NYCRA rating received by the Community Bank was
outstanding and the latest rating received by the Commercial Bank was satisfactory.

Federal Reserve System

Under FRB regulations, the Community Bank and the Commercial Bank are required to maintain non-interest-earning reserves against their
transaction accounts (primarily NOW and regular checking accounts). The FRB regulations generally require that reserves be maintained against
aggregate transaction accounts as follows: for that portion of transaction accounts aggregating $43.9 million or less (subject to adjustment by the
FRB), the reserve requirement is 3%; for amounts greater than $43.9 million, the reserve requirement is 10% (subject to adjustment by the FRB
between 8% and 14%). The first $9.3 million of otherwise reservable balances (subject to adjustments by the FRB) are exempted from the
reserve requirements. The Community Bank and the Commercial Bank are in compliance with the foregoing requirements. Because required
reserves must be maintained in the form of vault cash, in a non-interest-bearing account at a Federal Reserve Bank, or in a pass-through account
as defined by the FRB, this reserve requirement effectively reduces an institution s interest-earning assets.

Federal Home Loan Bank System

The Community Bank and the Commercial Bank are members of the Federal Home Loan Bank (the FHLB ) system, which consists of 12
regional FHLBs. Each regional FHLB manages its customer relationships, while the 12 FHLBs use their combined size and strength to obtain
the necessary funding at the lowest possible cost. As members of the FHLB-NY, the Community Bank and the Commercial Bank are required to
acquire and hold shares of capital stock. Pursuant to this requirement, the Community Bank and the Commercial Bank held FHLB-NY stock of
$411.5 million and $11.6 million, respectively, at December 31, 2007.
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For the fiscal years ended December 31, 2007 and 2006, dividends from the FHLB-NY to the Community Bank amounted to $31.5 million and
$20.8 million, respectively. Dividends from the FHLB-NY to the Commercial Bank amounted to $871,000 and $602,000, respectively, in the
corresponding years. A reduction in FHLB-NY dividends received or an increase in the interest paid on future FHLB-NY advances would
adversely impact the Company s net interest income.

Interstate Branching

Federal law allows the FDIC, and New York State Banking Law allows the Superintendent, to approve an application by a state banking
institution to acquire interstate branches by merger, unless, in the case of the FDIC, the state of the target institution has opted out of interstate
branching. New York State Banking Law authorizes savings banks and commercial banks to open and occupy de novo branches outside the state
of New York, and the FDIC is authorized to approve a state bank s establishment of a de novo interstate branch, if the intended host state has
opted into interstate de novo branching. The Community Bank currently maintains 53 branches in New Jersey in addition to its 126 branches in
New York State.

Holding Company Regulation

Federal Regulation. The Company is currently subject to examination, regulation, and periodic reporting under the Bank Holding Company Act
of 1956, as amended (the BHCA ), as administered by the FRB.

The Company is required to obtain the prior approval of the FRB to acquire all, or substantially all, of the assets of any bank or bank holding
company. Prior FRB approval would be required for the Company to acquire direct or indirect ownership or control of any voting securities of
any bank or bank holding company if, after giving effect to such acquisition, it would, directly or indirectly, own or control more than 5% of any
class of voting shares of such bank or bank holding company. In addition to the approval of the FRB, before any bank acquisition can be
completed, prior approval thereof may also be required to be obtained from other agencies having supervisory jurisdiction over the bank to be
acquired, including the Banking Department.

A bank holding company is generally prohibited from engaging in, or acquiring, direct or indirect control of more than 5% of the voting
securities of any company engaged in non-banking activities. One of the principal exceptions to this prohibition is for activities found by the
FRB to be so closely related to banking or managing or controlling banks as to be a proper incident thereto. Some of the principal activities that
the FRB has determined by regulation to be so closely related to banking are: (i) making or servicing loans; (ii) performing certain data
processing services; (iii) providing discount brokerage services; (iv) acting as fiduciary, investment, or financial advisor; (v) leasing personal or
real property; (vi) making investments in corporations or projects designed primarily to promote community welfare; and (vii) acquiring a
savings and loan association.

The Gramm-Leach-Bliley Act of 1999 authorizes a bank holding company that meets specified conditions, including being well capitalized and
well managed, to optto become a financial holding company and thereby engage in a broader array of financial activities than previously
permitted. Such activities can include insurance underwriting and investment banking.

The FRB has adopted capital adequacy guidelines for bank holding companies (on a consolidated basis) substantially similar to those of the
FDIC for the Community Bank and the Commercial Bank. (Please see Capital Requirements earlier in this report.) At December 31, 2007, the
Company s consolidated Total and Tier I capital exceeded these requirements.

Bank holding companies are generally required to give the FRB prior written notice of any purchase or redemption of its outstanding equity
securities if the gross consideration for the purchase or redemption, when combined with the net consideration paid for all such purchases or
redemptions during the preceding twelve months, is equal to 10% or more of the Company s consolidated net worth. The FRB may disapprove
such a purchase or redemption if it determines that the proposal would constitute an unsafe or unsound practice, or would violate any law,
regulation, FRB order or directive, or any condition imposed by, or written agreement with, the FRB. The FRB has adopted an exception to this
approval requirement for well-capitalized bank holding companies that meet certain other conditions.
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The FRB has issued a policy statement regarding the payment of dividends by bank holding companies. In general, the FRB s policies provide
that dividends should be paid only out of current earnings and only if the prospective rate of earnings retention by the bank holding company
appears consistent with the organization s capital needs, asset quality, and overall financial condition. The FRB s policies also require that a bank
holding company serve as a source of financial strength to its subsidiary banks by standing ready to use available resources to provide adequate
capital funds to those banks during periods of financial stress or adversity and by maintaining the financial flexibility and capital-raising capacity
to obtain additional resources for assisting its subsidiary banks where necessary. Under the prompt corrective action laws, the ability of a bank
holding company to pay dividends may be restricted if a subsidiary bank becomes undercapitalized. These regulatory policies could affect the
ability of the Company to pay dividends or otherwise engage in capital distributions.

Under the FDI Act, depository institutions are liable to the FDIC for losses suffered or anticipated by the FDIC in connection with the default of
a commonly controlled depository institution or any assistance provided by the FDIC to such an institution in danger of default. The Community
Bank and the Commercial Bank are commonly controlled within the meaning of that law.

The status of the Company as a registered bank holding company under the BHCA does not exempt it from certain federal and state laws and
regulations applicable to corporations generally, including, without limitation, certain provisions of the federal securities laws.

The Company, the Community Bank, and the Commercial Bank will be affected by the monetary and fiscal policies of various agencies of the
United States Government, including the Federal Reserve System. In view of changing conditions in the national economy and in the money
markets, it is impossible for management to accurately predict future changes in monetary policy or the effect of such changes on the business or
financial condition of the Company, the Community Bank, or the Commercial Bank.

New York Holding Company Regulation. With the addition of the Commercial Bank, the Company became subject to regulation as a multi-bank
holding company under New York law since it controls two banking institutions. Among other requirements, this means that the Company must
receive the prior approval of the New York State Banking Board prior to the acquisition of 10% or more of the voting stock of another banking
institution or to otherwise acquire a banking institution by merger or purchase.

Acquisition of the Holding Company

Federal Restrictions. Under the Federal Change in Bank Control Act (the CIBCA ), a notice must be submitted to the FRB if any person
(including a company), or group acting in concert, seeks to acquire 10% or more of the Company s shares of outstanding common stock, unless
the FRB has found that the acquisition will not result in a change in control of the Company. Under the CIBCA, the FRB generally has 60 days
within which to act on such notices, taking into consideration certain factors, including the financial and managerial resources of the acquirer,

the convenience and needs of the communities served by the Company, the Community Bank, and the Commercial Bank, and the anti-trust
effects of the acquisition. Under the BHCA, any company would be required to obtain prior approval from the FRB before it may obtain control
of the Company within the meaning of the BHCA. Control generally is defined to mean the ownership or power to vote 25% or more of any
class of voting securities of the Company or the ability to control in any manner the election of a majority of the Company s directors. An
existing bank holding company would be required to obtain the FRB s prior approval under the BHCA before acquiring more than 5% of the
Company s voting stock. See Holding Company Regulation earlier in this report.

New York Change in Control Restrictions. In addition to the CIBCA and the BHCA, New York State Banking Law generally requires prior
approval of the New York State Banking Board before any action is taken that causes any company to acquire direct or indirect control of a
banking institution which is organized in New York.

Federal Securities Law

The Company s common stock is registered with the SEC under the Securities Exchange Act of 1934, as amended (the Exchange Act ). The
Company is subject to the information and proxy solicitation requirements, insider trading restrictions, and other requirements under the
Exchange Act.
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Registration of the shares of the common stock that were issued in the Community Bank s conversion from mutual to stock form under the
Securities Act of 1933, as amended (the Securities Act ), does not cover the resale of such shares. Shares of the common stock purchased by
persons who are not affiliates of the Company may be resold without registration. Shares purchased by an affiliate of the Company will be
subject to the resale restrictions of Rule 144 under the Securities Act. If the Company meets the current public information requirements of Rule
144 under the Securities Act, each affiliate of the Company who complies with the other conditions of Rule 144 (including those that require the
affiliate s sale to be aggregated with those of certain other persons) would be able to sell in the public market, without registration, a number of
shares not to exceed in any three-month period the greater of (i) 1% of the outstanding shares of the Company, or (ii) the average weekly volume
of trading in such shares during the preceding four calendar weeks. Provision may be made by the Company in the future to permit affiliates to
have their shares registered for sale under the Securities Act under certain circumstances.

ITEM 1A. RISK FACTORS

There are various risks and uncertainties that are inherent in our business. Following is a discussion of the material risks and uncertainties that
could have a material adverse impact on our financial condition and results of operations, and that could cause the value of our common stock to
decline significantly, were they to transpire. Additional risks that are not currently known to us, or that we currently believe to be immaterial,
may also have a material effect on our financial condition and results of operations. This report is qualified in its entirety by these risk factors.

We are subject to interest rate risk.

Our primary source of income is net interest income, which is the difference between the interest income generated by our interest-earning assets
(consisting primarily of loans and, to a lesser extent, securities) and the interest expense generated by our interest-bearing liabilities (consisting
primarily of deposits and wholesale borrowings).

The level of net interest income is primarily a function of the average balance of our interest-earning assets, the average balance of our
interest-bearing liabilities, and the spread between the yield on such assets and the cost of such liabilities. These factors are influenced by both
the pricing and mix of our interest-earning assets and our interest-bearing liabilities which, in turn, are impacted by such external factors as the
local economy, competition for loans and deposits, the monetary policy of the Federal Open Market Committee of the Federal Reserve Board of
Governors (the FOMC ), and market interest rates.

The cost of our deposits and short-term wholesale borrowings is largely based on short-term interest rates, the level of which is driven by the
FOMC. However, the yields generated by our loans and securities are typically driven by intermediate-term (i.e., five-year) interest rates, which
are set by the market and generally vary from day to day. The level of net interest income is therefore influenced by movements in such interest
rates, and the pace at which such movements occur. If the interest rates on our interest-bearing liabilities increase at a faster pace than the
interest rates on our interest-earning assets, the result could be a reduction in net interest income and with it, a reduction in the earnings of the
Company. Our net interest income and earnings would be similarly impacted were the interest rates on our interest-earning assets to decline
more quickly than the interest rates on our interest-bearing liabilities.

In addition, such changes in interest rates could affect our ability to originate loans and attract and retain deposits; the fair values of our
securities and other financial assets; the fair values of our liabilities; and the average lives of our loan and securities portfolios.

Changes in interest rates could also have an effect on the level of loan refinancing activity which, in turn, would impact the amount of
prepayment penalty income we receive on our multi-family and commercial real estate loans. As prepayment penalties are recorded as interest
income, the extent to which they increase or decrease during any given period could have a significant impact on the level of net interest income
and net income generated by the Company during that time.

In addition, changes in interest rates could have an effect on the slope of the yield curve. A flat to inverted yield curve could cause our net
interest income and net interest margin to contract, which could have a material adverse effect on our net income and cash flows, and the value
of our assets.
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Please see Net Interest Income and Asset and Liability Management and the Impact of Interest Rate Risk in Item 7, Management s Discussion
and Analysis of Financial Condition and Results of Operations, for information regarding the actions we have been taking to mitigate our
exposure to interest rate risk.

We are subject to credit risk.

Risks stemming from our lending activities:

Our business strategy emphasizes the origination of multi-family loans and, to a lesser extent, commercial real estate, construction, and
commercial & industrial ( C&I ) loans, all of which are generally larger, and have higher risk-adjusted returns and shorter maturities than one- to
four-family mortgage loans. Our credit risk would ordinarily be expected to increase with the growth of these loan portfolios.

While our record of asset quality has historically been solid, multi-family and commercial real estate properties are generally believed to involve
a greater degree of credit risk than one- to four-family loans. In addition, payments on multi-family and commercial real estate loans generally
depend on the income produced by the underlying properties which, in turn, depends on their successful operation and management.
Accordingly, the ability of our borrowers to repay these loans may be impacted by adverse conditions in the local real estate market and the local
economy. While we seek to minimize these risks through our underwriting policies, which generally require that such loans be qualified on the
basis of the collateral property s cash flows, appraised value, and debt service coverage ratio, among other factors, there can be no assurance that
our underwriting policies will protect us from credit-related losses or delinquencies.

Construction financing typically involves a greater degree of credit risk than longer-term financing on improved, owner-occupied real estate.
Risk of loss on a construction loan depends largely upon the accuracy of the initial estimate of the property s value at completion of construction
or development, compared to the estimated costs (including interest) of construction. If the estimate of value proves to be inaccurate, the loan
may be under-secured. While we seek to minimize these risks by maintaining consistent lending policies and rigorous underwriting standards, an
error in such estimates or a downturn in the local economy or real estate market could have a material adverse effect on the quality of our
construction loan portfolio, thereby resulting in material losses or delinquencies.

We seek to minimize the risks involved in C&I lending by underwriting such loans on the basis of the cash flows produced by the business; by
requiring that such loans be collateralized by various business assets, including inventory, equipment, and accounts receivable, among others;
and by requiring personal guarantees. However, the capacity of a borrower to repay a C&I loan is substantially dependent on the degree to which
his or her business is successful. In addition, the collateral underlying such loans may depreciate over time, may not be conducive to appraisal,
or may fluctuate in value, based upon the business results.

While the quality of our assets has been consistently solid, we cannot guarantee that our historical record of asset quality will be maintained in
future periods. Although we are not involved in subprime or Alt-A lending, the ramifications of the subprime lending crisis have been
far-reaching, with many sectors of the country reporting declining real estate values, rising unemployment, and a general reduction in consumer
confidence. The ability of our borrowers to repay their loans could be adversely impacted by the significant change in market conditions, which
could not only result in our experiencing an increase in charge-offs, but could also necessitate our setting aside provisions for loan losses. Either
of these events would have an adverse impact on our results of operations were they to occur.

Please see Loans and Asset Quality inItem 7, Management s Discussion and Analysis of Financial Condition and Results of Operations, for a
discussion of the polices and procedures we follow in underwriting our multi-family, commercial real estate, construction, and C&I loans.

Risks stemming from our focus on lending in the New York metropolitan region:

Our business depends significantly on general economic conditions in the New York metropolitan region, where the majority of the buildings
and properties securing our loans and the businesses of our customers are located. Unlike larger