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The number of shares of the registrant�s common stock outstanding as of March 8, 2006 was 270,046,695 shares.

Documents Incorporated by Reference

Portions of the definitive Proxy Statement for the Annual Meeting of Shareholders to be held on June 7, 2006 are incorporated herein by
reference � Part III.
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For the purpose of this Annual Report on Form 10-K, the words �we,� �us,� �our,� and �the 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 filing, like other written and oral communications presented by the Company 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 our future plans, strategies, and expectations, are generally
identified by use of the words �anticipate,� �believe,� �estimate,� �expect,� �intend,� �plan,� �project,� �seek,� �strive,� �try,� or future or conditional verbs such as
�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 locally 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, future cash flows, or the market value of our assets;

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

� 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;

� Changes in our customer base;
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� Our ability to successfully integrate any assets, liabilities, customers, systems, and management personnel we may acquire into our
operations, and our ability to realize related revenue synergies and cost savings within expected time frames;

� Potential exposure to unknown or contingent liabilities of companies targeted for acquisition;

� Our ability to retain key members of management;

� Our timely development of new lines of business and competitive products or services within existing lines of business 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;

� 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 banking, securities, tax, environmental, and insurance laws, regulations, and policies, and the ability to comply with such
changes in a timely manner;

1
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� Changes in accounting principles, policies, practices, or guidelines;

� Changes in legislation and regulation;

� 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;

� 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.

Additionally, the timing and occurrence or non-occurrence of events may be subject to circumstances beyond our control.

In addition to the factors described above, the following factors, among others, could cause the actual results of the pending transaction with
Atlantic Bank of New York to differ materially from the expectations stated in this filing: the ability of the Company and Atlantic Bank of New
York to obtain the required regulatory approvals; the ability of the Company and Atlantic Bank of New York to consummate the transaction; and
a materially adverse change in the financial condition of the Company or Atlantic Bank of New York, including changes in the financial
condition of Atlantic Bank of New York from the condition determined to exist based on the due diligence we performed in connection with our
consideration of the acquisition.

Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date of this filing. Except as
may be required by applicable law or regulation, the Company disclaims any obligation to update any forward-looking statements.

2
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GLOSSARY

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, the ratio of non-performing loans to total loans
improved by five basis points, from 0.21% to 0.16%.

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 that 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,

2005 2004 2003 2002 2001

Shares outstanding 269,776,791 265,190,635 256,649,073 187,847,937 181,058,268
Less: Unallocated ESOP shares (2,182,398) (4,656,851) (5,068,648) (6,409,993) (7,237,771)

Shares used for book value per share computation 267,594,393 260,533,784 251,580,425 181,437,944 173,820,497

CORE DEPOSIT INTANGIBLES (�CDI�)

Refers to the excess of the fair market value over the book 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
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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).

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 on the balance sheet and is tested annually for impairment.

3
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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.

MORTGAGE-RELATED SECURITIES

Mortgage-related securities consist of securities that are backed by a pool of mortgages, such as those issued by Fannie Mae (�FNMA�), Ginnie
Mae (�GNMA�), and the Federal Home Loan Mortgage Corporation (�FHLMC�); and collateralized mortgage obligations (�CMOs�), which are
investment-grade bonds that separate mortgage pools into different maturity classes and are backed by mortgage-backed securities with fixed
maturities.

MULTI-FAMILY LOAN

A mortgage loan made on a rental apartment building with more than four units, or to an association that owns an apartment building structured
as a cooperative corporation.

NET CHARGE-OFFS

The difference between loan balances that have been written off against the allowance for loan losses and loan balances that have been recovered
after having been written off, resulting in a net decrease in the loan loss allowance.

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
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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 and management has determined that the collectibility of the
entire loan is doubtful. 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.

PURCHASE ACCOUNTING

The accounting method used in a business combination whereby the acquiring company treats the acquired company as an investment and adds
the acquired company�s assets and liabilities to its own at their fair market value. The difference between the purchase price and the fair market
value of the acquired company�s assets, net of the fair market value of the liabilities assumed, is referred to as �goodwill.� The excess of the fair
market value over the book value of core deposit accounts acquired is recognized as an intangible asset, referred to as a �core deposit intangible.�

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 all 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 becomes �rent-stabilized.� Rent-stabilized apartments are typically
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.

4
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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 collateralized by U.S. Government agency obligations and
mortgage-related securities, and are made with either Wall Street brokerage firms or the Federal Home Loan Bank of New York (the
�FHLB-NY�).

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 taken by the Banks against their respective lines of credit with the FHLB-NY and to their repurchase agreements with the
FHLB-NY and various Wall Street brokerage firms.

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 result is an �inverted� yield curve.

5
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RECONCILIATION OF STOCKHOLDERS� EQUITY AND TANGIBLE STOCKHOLDERS� EQUITY,

TOTAL ASSETS AND TANGIBLE ASSETS, AND THE RELATED RATIOS

Although tangible stockholders� equity is not a measure of capital calculated in accordance with GAAP, the Company believes that it is an
important indication of its ability to grow both organically and through business combinations, as well as its ability to pay dividends and to
engage in various capital management strategies, including the repurchase of Company shares.

The Company calculates its tangible stockholders� equity by subtracting from its stockholders� equity the sum of its goodwill and CDI, and
calculates its tangible assets by subtracting the same sum from its total assets. To calculate its ratio of tangible stockholders� equity to tangible
assets, the Company divides its tangible stockholders� equity by its tangible assets, both of which include its net unrealized losses on securities.
The Company also calculates its ratio of its tangible stockholders� equity to tangible assets excluding the net unrealized losses on securities, as
such losses are impacted by changes in market interest rates and therefore tend to change from day to day. This ratio is referred to below and in
this report as the ratio of �adjusted tangible stockholders� equity to adjusted tangible assets.�

Tangible stockholders� equity and the related tangible capital measures should not be considered in isolation or as a substitute for stockholders�
equity or any other capital measure prepared in accordance with GAAP. Moreover, the manner in which the Company calculates its tangible
stockholders� equity and its ratio to tangible assets may differ from that of other companies reporting measures of capital with similar names.

A reconciliation of the Company�s stockholders� equity and tangible stockholders� equity, its total assets and tangible assets, and the related ratios
for the twelve months ended December 31, 2005 and 2004 follows:

December 31,

(in thousands)
2005 2004

Total stockholders� equity $ 3,324,877 $ 3,186,414
Less: Goodwill (1,980,689) (1,951,438)
Core deposit intangibles (86,533) (87,553)

Tangible stockholders� equity $ 1,257,655 $ 1,147,423

Total assets $ 26,283,705 $ 24,037,826
Less: Goodwill (1,980,689) (1,951,438)
Core deposit intangibles (86,533) (87,553)

Tangible assets $ 24,216,483 $ 21,998,835

Stockholders� equity to total assets 12.65% 13.26%

Tangible stockholders� equity to tangible assets 5.19% 5.22%

Tangible stockholders� equity $ 1,257,655 $ 1,147,423
Add back: Net unrealized losses on securities 55,857 40,697
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Adjusted tangible stockholders� equity $ 1,313,512 $ 1,188,120

Tangible assets $ 24,216,483 $ 21,998,835
Add back: Net unrealized losses on securities 55,857 40,697

Adjusted tangible assets $ 24,272,340 $ 22,039,532

Adjusted tangible stockholders� equity to adjusted tangible assets 5.41% 5.39%

6
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PART I

ITEM 1. BUSINESS

General

We are a leading financial institution in the New York metropolitan region, with total assets of $26.3 billion at December 31, 2005. 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 (hereafter referred to as the �Community Bank� and the �Commercial Bank,� respectively, and collectively as the �Banks�).

Established in April 1859, the Community Bank is a New York State-chartered savings bank with 139 branches serving New York City, Long
Island, Westchester County, and northern New Jersey. We operate our branches through seven divisions, each one serving a specific county or
community. Our three largest divisions are Roslyn Savings Bank, with 59 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 on Staten Island, which is the fastest growing borough of New York City. In the adjacent
markets, our franchise includes Roosevelt Savings Bank, with eight branches serving the borough of Brooklyn; CFS Bank, with one branch in
the Bronx, one in Manhattan, and four in Westchester County; First Savings Bank of New Jersey, with four branches in Bayonne (Hudson
County), New Jersey; and Ironbound Bank, which serves Union and Essex Counties in New Jersey with one and three branches, respectively.
We also operate a single branch in the Bronx under the name �New York Community Bank.�

We compete for customers by emphasizing convenience and service, and by offering a full range of traditional and non-traditional products and
services. All of our Community Bank branches feature 24-hour ATM banking, and 46 are located inside supermarkets or drug stores. The
combination of traditional and in-store branches enables us to offer 70 to 80 hours a week of banking service in the majority of the communities
we serve.

The Commercial Bank is a New York State-chartered commercial bank with 12 branches serving Long Island and Brooklyn, and was
established on December 30, 2005 in connection with our acquisition of Long Island Financial Corp. (�Long Island Financial�), the holding
company for Long Island Commercial Bank. At the close of business on that date, Long Island Financial merged with and into the Company,
and Long Island Commercial Bank commenced operations 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
that may be underserved by larger banks. In addition to featuring up to 46 hours per week of in-branch service, the Commercial Bank offers
24-hour ATM banking at 11 locations.

Early in the second quarter of 2006, we expect to add 17 branches and 56 ATMs to our Commercial Bank franchise through the acquisition of
Atlantic Bank of New York (�Atlantic Bank�). The acquisition was announced on October 11, 2005 and is currently pending regulatory approval.
Upon completion of the Atlantic Bank acquisition, the Commercial Bank franchise will have 29 branches, including five in Manhattan, five in
Queens, and four in Westchester County. On Long Island and in Brooklyn, the number of Commercial Bank branches will grow to 12 and three,
respectively.
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We also serve our customers through our web site, www.myNYCB.com. The web site provides our Community Bank and Commercial Bank
customers with 24-hour access to their accounts, and the ability to purchase several of our products online. In addition, the web site provides
extensive information about the Company for current and prospective investors. Earnings releases, dividend announcements, and other press
releases are typically available at this site within five minutes of 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 site, typically within five minutes of being filed. The web site also provides information regarding our corporate
governance policies. Information that appears on our web site should not be considered to be a part of this filing.

7
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Overview

Throughout our public life, our financial performance has been driven by a business strategy with three core components: the origination of
multi-family loans; a consistently solid level of asset quality; and the efficient operation of the Company. To diversify our asset mix, we also
originate commercial real estate and construction loans, primarily in New York City and on Long Island, and, with the establishment of a
commercial bank subsidiary, have increased our production of commercial business loans to small and mid-size businesses.

In the past five years, our performance has been strengthened by a series of accretive merger transactions, and supported by the generation of
non-interest income in various forms. The fee income we generate on loans and deposits 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 100% equity interest in an investment advisory firm,
Peter B. Cannell & Co., Inc. (�PBC�).

Multi-family Lending: Multi-family loans are our primary asset. We are the leading producer of multi-family loans for portfolio in New York
City, with a focus on loans secured by rent-controlled and -stabilized buildings, which represented 51.5% of the City�s rental housing market in
2005. 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 building cash flows over time. The funds we provide are typically used to make improvements to the buildings, 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 three to five years. Loans that
prepay in the first five years generate penalties ranging from five points to one point of the original 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 3.3
years at December 31, 2005. In addition, the quality of these assets has been consistently solid: We have not had a loss of principal within this
niche for more than twenty-five years.

At December 31, 2005, our portfolio of multi-family loans totaled $12.9 billion, representing 75.5% of total loans outstanding, and a
year-over-year increase of $3.0 billion, or 30.6%.

Commercial Real Estate and Construction Lending: Like our multi-family loans, our commercial real estate and construction loans 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 office and mixed-used buildings in New York City and by retail shopping
centers anchored by national credit-rated tenants in New York City and on Long Island. Our construction loan portfolio largely consists of loans
for the construction and development of one-to-four family homes and residential subdivisions, primarily on Long Island, and, to a lesser extent,
for the construction and development of commercial real estate and multi-family properties. At December 31, 2005, commercial real estate loans
totaled $2.9 billion, signifying a year-over-year increase of $747.5 million, while construction loans rose $49.5 million to $856.7 million.

Reflecting the growth in multi-family, commercial real estate, and construction loans over the twelve-month period, total loans rose $3.6 billion,
or 27.1%, year-over-year, to $17.0 billion, representing 64.8% of total assets at December 31, 2005.

Asset Quality: Our record of asset quality has been another Company hallmark. In 2005, we charged off a modest $21,000 of consumer and
unsecured loans that had been acquired through merger transactions; in addition, our ratio of non-performing assets to total assets improved from
0.12% to 0.11% at December 31st. The quality of our assets reflects the active involvement of our Board of Directors in the loan approval
process, the rigorous nature of our credit standards, and the unique character of our multi-family lending niche.
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In view of the consistent quality of our assets, and our assessment of the adequacy of our loan loss allowance, we have suspended the provision
for loan losses since the third quarter of 1995. Reflecting the aforementioned charge-offs and the addition of $1.7 million to the loan loss
allowance through the Long Island
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Financial transaction, the allowance for loan losses totaled $79.7 million at December 31, 2005, and represented 289.17% of non-performing
loans at that date.

Efficiency: Our efficiency has also been a distinguishing characteristic: We have consistently ranked among the ten most efficient bank holding
companies in the nation, and had an efficiency ratio of 34.14% in 2005. While several factors contribute to the efficiency of our operation, two
are chief among them: the limited costs involved in processing and servicing our multi-family credits, and the expansion of our retail banking
franchise primarily through accretive merger transactions.

Accretive Merger Transactions: Our growth has been fueled by organic loan production and by merger transactions with other in-market banks.
On November 30, 2000, we acquired Haven Bancorp, Inc. (�Haven�), the parent company of CFS Bank, which today accounts for 51 of our
branches; on July 31, 2001, Richmond County Financial Corp. (�Richmond County�), the parent company of Richmond County Savings Bank,
merged with us, providing 26 of our current locations, and the second largest deposit franchise on Staten Island. On October 31, 2003, we
completed a merger with Roslyn Bancorp, Inc. (�Roslyn�), the parent company of The Roslyn Savings Bank, which added 39 locations, including
29 on Long Island, representing our largest deposit base.

On December 30, 2005, we completed the acquisition of Long Island Financial. At the time of the acquisition, Long Island Financial had total
assets of $588.7 million, including loans of $253.0 million, and deposits of $425.9 million, including $347.2 million of core deposits. While
substantially smaller in size than our earlier merger partners, Long Island Financial nonetheless provided us with an established commercial
banking platform, augmenting our efforts to attract commercial deposits and originate business loans.

On October 11, 2005, we announced plans to acquire Atlantic Bank for $400.0 million in an all-cash transaction. Pending regulatory approval,
the acquisition is expected to be completed early in the second quarter of 2006. At December 31, 2005, Atlantic Bank had total assets of $2.7
billion, including loans of $1.3 billion, and deposits of $1.7 billion, including $1.3 billion of core deposits.

The acquisitions of Long Island Financial and Atlantic Bank were two significant components of a broader, year-long program to diversify and
expand our deposit base. During the year, the Company also established a Premier Banking Group to attract and service depository accounts
from local developers and property owners; launched an online banking service, myBankingDirect.com; and initiated a marketing campaign to
attract CDs. Reflecting these initiatives, the Long Island Financial transaction, and the acceptance of brokered deposits, deposits rose $1.7 billion
year-over-year to $12.1 billion.

In addition to deposits, our sources of funds primarily consist of the cash flows produced through securities repayments and sales, and wholesale
borrowings in the form of Federal Home Loan Bank of New York (�FHLB-NY�) advances and repurchase agreements with the FHLB-NY and
various Wall Street brokerage firms. In 2005, the cash flows from securities totaled $1.7 billion, while wholesale borrowings rose a modest
$382.4 million, or 4.1%, to $9.7 billion at December 31st. Securities totaled $5.6 billion at that date, representing 21.4% of total assets, a 20.4%
decline from $7.1 billion, representing 29.5% of total assets, at December 31, 2004.

Our primary source of income is net interest income, which is the difference between the interest income earned on the loans we produce and the
securities we invest in, and the interest expense generated by the interest-bearing deposits we gather, as well as borrowed funds. In 2005, the
level of net interest income was negatively impacted by the significant flattening of the yield curve, as short term rates rose 200 basis points over
the twelve-month period and intermediate-term rates remained relatively flat. In addition, the comparatively low level of market interest rates
inhibited loan refinancing activity, reducing the volume of prepayment penalties received over the course of the year. In this challenging rate
environment, we generated 2005 net interest income of $572.0 million, and recorded a net interest margin of 2.64%.
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Non-interest income contributed another $121.1 million to our 2005 earnings, with fee income and other income accounting for $56.0 million
each. In 2005, these primary sources of non-interest income were supplemented by net securities gains of $3.0 million and by a net gain of $6.0
million on the sale of certain bank-owned properties.
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The revenues we generate in the form of net interest income and non-interest income are tempered by non-interest expense and income tax
expense. Non-interest expense consists of operating expenses and the amortization of the core deposit intangibles (�CDI�) recorded in connection
with our Richmond County and Roslyn mergers in 2001 and 2003. Included in operating expenses are compensation and benefits expense,
occupancy and equipment expense, and various general and administrative (�G&A�) expenses associated with the management and operation of
the Company. In 2005, we recorded operating expenses of $236.6 million, including a charge of $36.6 million stemming from the allocation of
Employee Stock Ownership Plan (�ESOP�) shares in connection with the acquisition of Long Island Financial (hereinafter referred to as the
�merger-related charge.�) On an after-tax basis, the merger-related charge was equivalent to $34.0 million, or $0.13 per diluted share.

Reflecting the merger-related charge, and the negative impact of the interest rate environment on our net interest income, we recorded 2005 net
income of $292.1 million, or $1.11 per diluted share. While the addition of Long Island Financial�s assets and liabilities are reflected on our
balance sheet at the end of December, the contribution of Long Island Financial to earnings did not commence until January 2006.

With the acquisition of Long Island Financial completed, and the acquisition of Atlantic Bank expected to take place early in the second quarter,
we have taken steps to enhance our earnings capacity. These transactions are expected to diversify our asset mix by increasing our commercial
business loan production, and to increase our low-cost core deposits, which will be utilized to fund the continued growth of our loan portfolio.

Market Area and Competition

The combined population of our marketplace is 13.9 million, including 4.1 million residents of Nassau, Queens, and Richmond Counties, where
92 of our branches are located and where we enjoy the fourth largest share of deposits among all banks and thrifts, combined.

The drive to compete for deposits is influenced by our need for funding and by the level of short-term 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, with 151 branches in total; of this number, 139 are branches
of the Community Bank and 12 are branches of the Commercial Bank. We are committed to providing our customers with easy access to their
money and to a full range of traditional and non-traditional products and services. In addition to offering as many as 71 hours per week of
in-branch service, we offer our customers 24-hour banking both online and by phone. Furthermore, 149 of our branches feature 24-hour ATM
banking, and 58 of our branches are open seven days a week.

The success of our efforts is reflected in our share of deposits within our marketplace. For example, in Richmond County, we have a 21.1%
share of deposits; in Nassau and Queens Counties, our share of deposits is 9.1% and 8.2%, respectively. In Bayonne, New Jersey, we have a
14.7% deposit market share.

Service also factors in our ability to compete as a lender: we generally 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 borne of 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 170 financial institutions serving our region, we face a significant level of competition for deposits and for loans. In recent
years, competition has increased as a result of regulatory actions and legislative changes, most notably the enactment of the
Gramm-Leach-Bliley Act of 1999. These changes eased restrictions on interstate banking and the entrance into the financial services market by
non-traditional and non-depository
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providers of financial services. As a result, we not only vie for business with the many banks, thrifts, and credit unions within our local market,
but also with 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, enabling them to promote their products more extensively.

Our ability to compete has also been affected by industry consolidation. As the acquirer of three in-market thrifts and one in-market commercial
bank, and with the Atlantic Bank transaction pending, we have been an active participant in, and beneficiary of, the trend toward consolidation.
Merger transactions have enabled us to expand our branch network and our product menu, while enhancing our asset mix and providing us with
additional funding to grow our loan portfolio. With the acquisition of Atlantic Bank, we look forward to extending our commercial bank
franchise into Manhattan and Queens, and neighboring Westchester County, while expanding our presence in Brooklyn and on Long Island.

In the past few years, we also have faced increased competition as a multi-family lender. While we anticipate that competition for multi-family
loans will continue in the future, the level of loans produced in 2005, and to date in the current first quarter, suggest that we have the capital and
human resources to compete effectively. However, 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 of other factors as the level
of market interest rates, the availability and cost of funding, and the local economy.

Unlike larger financial institutions that serve a broader market, we are focused on serving customers in New York City and on Long Island, with
Westchester, Essex, and Hudson Counties comprising the remainder of our marketplace. Accordingly, our success is substantially tied to the
economic health of the New York metropolitan region. 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.

The strength of the economy within our region is reflected in the number of new jobs created and improvements in the unemployment rate in the
past year. In the twelve months ended December 31, 2005, the New York State economy experienced an increase of 64,300 jobs in the private
sector, with the number of private-sector positions in New York City and on Long Island rising 39,000 and 9,900, respectively. The
unemployment rate in New York State fell to 5.0% from 5.4% over the twelve-month period, while New York City�s unemployment rate
declined from 6.3% to 5.7%. The unemployment rate on Long Island also improved over the twelve-month period, from 4.2% to 4.0%.

In 2005, the economy in the New York metropolitan region was bolstered by an exceptionally strong real estate market, driven by the low level
of market interest rates. The low level of rates has enabled consumers to refinance their home mortgages, significantly reducing their monthly
debt service requirements and increasing their consumption of goods and services. While short-term interest rates have risen significantly since
June 30, 2004, the level of market interest rates has not kept pace. Although an increase in intermediate-term rates would be expected to result in
a higher volume of multi-family and commercial real estate loan refinancings, it also could impact the ability of our borrowers to repay their
loans.

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 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 and all out-of-state loans, regardless of type. In addition, it is our policy to maintain ownership of
specific commercial real estate properties we acquire through foreclosure in separately incorporated subsidiaries.
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Subsidiary Activities

The Community Bank has formed, or acquired through merger transactions, 31 active subsidiary corporations, 19 of which are direct
subsidiaries of the Community Bank, and 12 of which are subsidiaries of Community Bank-owned entities.

The Commercial Bank has one subsidiary, Long Island Commercial Capital Corporation, which was organized in New York as a real estate
investment trust (�REIT�) for the purpose of investing in mortgage-related assets.

The 19 direct subsidiaries of the Community Bank are:

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 Corp. Delaware Formerly operated as a mortgage loan originator and servicer and currently acts
as a sub-leaser of office space

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

Pacific Urban Renewal Corp. 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

New York Municipal Bank New York A limited-purpose commercial bank formed for the purpose of accepting
municipal deposits and other public funds

RCBK Mortgage Corp. New York Holds multi-family loans

RCSB Corporation New York Owns a branch building

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.

12
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The 12 subsidiaries of Community Bank-owned entities are:

Name Organization Purpose

Columbia Preferred Capital Corp. Delaware A REIT that holds multi-family, commercial real estate, and
one-to-four family mortgage loans

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

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 that holds multi-family, commercial real estate, and
one-to-four family mortgage loans

Ironbound Investment Company, Inc. New Jersey    A REIT that holds multi-family, commercial real estate, and
one-to-four family mortgage loans and also is the principal
shareholder of Richmond County Capital Corp.

Somerset Manor North Realty Holding Company, LLC New Jersey Owns or operates assisted-living facilities in New Jersey

Somerset Manor South Realty Holding Company, LLC New Jersey Owns or operates assisted-living facilities in New Jersey

Somerset Manor North Operating Company, LLC New Jersey Owns or operates assisted-living facilities in New Jersey

Somerset Manor South Operating Company, LLC New Jersey Owns or operates assisted-living facilities in New Jersey

O.B. Ventures, LLC New York A joint venture partner in a 370-unit residential community in
Plainview, New York

Richmond County Capital Corp. New York A REIT that holds multi-family, commercial real estate, and
one-to-four family mortgage loans and also is the principal
shareholder of Columbia Preferred Capital Corp.

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.; Columbia Insurance Agency; BSR
Corp.; and VBF Holding Corporation. The Community Bank is also affiliated with Columbia Travel Services, Inc., an inactive corporation
organized in New York.

The Company owns 10 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 is LIF Statutory Trust I, which was
assumed by the Company in connection with the acquisition of Long Island Financial. 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 two non-banking subsidiaries that were acquired in the Long Island Financial transaction that provide private banking
and insurance services.
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Personnel

At December 31, 2005, the number of full-time equivalent employees was 2,202, as compared to 2,029 at December 31, 2004. 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 REIT subsidiaries) report their income on a consolidated basis, 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. 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, or the Commercial Bank.

Bad Debt Reserves. Prior to the enactment of The Small Business Job Protection Act of 1996 (the �1996 Act�), for federal income tax purposes,
thrift institutions such as the Community Bank were permitted to establish tax reserves for bad debts. The 1996 Act eliminated the Community
Bank�s ability to make future additions to its tax bad debt reserves and limited the circumstances which could give rise to the recapture of reserve
amounts into the Company�s consolidated taxable income.

Under the 1996 Act, if the Community Bank makes �non-dividend distributions� to the Parent Company, such distributions will be considered to
have been made from the Community Bank�s unrecaptured 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. AMTI
includes an amount equal to 75% of the excess of adjusted current earnings over AMTI (determined without regard to this adjustment and prior
to reduction for net operating losses). Only 90% of AMTI can be offset by net operating loss carryforwards. 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
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New York State Taxation. The Company, the Community Bank, and the Commercial Bank and certain of their subsidiaries are subject to the
New York State Franchise Tax on Banking Corporations in an annual amount equal to the greater of (a) 7.5% of �entire net income� allocable to
New York State, or (b) the applicable alternative tax. The alternative tax is generally the greater of (a) .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.
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The New York State tax law on banking corporations was amended in 1997 to allow a deduction for net operating losses sustained in tax years
beginning on or after January 1, 2001. The deduction may not exceed the allowable federal net operating loss deduction 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 20-year period allowed under Code Section 172.

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 described above. 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.

Bad Debt Reserves. For purposes of computing its 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 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-backed
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) .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 New York State 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. 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 our consolidated financial
condition or results of operations.

Regulation and Supervision

General

The Community Bank is a New York State-chartered stock-form savings bank and its deposit accounts are primarily insured under the Bank
Insurance Fund (�BIF�), although through its acquisition of CFS Bank, some deposits are insured by the Savings Association Insurance Fund
(�SAIF�). The Commercial Bank is a New York State-chartered commercial bank whose deposit accounts are insured by the BIF. 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.
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Furthermore, the Banks are periodically examined by the Banking Department and the FDIC to assess compliance with various regulatory
requirements. 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
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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 Banking Department, and the SEC under federal securities laws. In addition, the Banking Department and the FRB periodically
examine 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.

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
will 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.
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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, subject to certain adjustments.

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 New York State 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.

FDIC Regulations

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 II�) 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.
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As of December 31, 2005, 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 Community Bank at December 31, 2005 appears in Note 16 to the Consolidated Financial Statements, �Regulatory Matters� in Item 8,
�Financial Statements and Supplementary Data.�
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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 Company�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 systems and audit systems; loan documentation; credit
underwriting; interest rate risk exposure; 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.

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.

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 or the National Market System of Nasdaq 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
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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 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
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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

19

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

37



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 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.�

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
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The Community Bank is a member of the BIF and, through acquisitions, also holds some deposits that are considered to be insured by the SAIF.
The Commercial Bank is a member of the BIF.
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The FDIC has adopted a risk-based insurance assessment system. The FDIC assigns an institution to one of three capital categories, consisting of
(1) well capitalized, (2) adequately capitalized, or (3) undercapitalized, and one of three supervisory subcategories within each capital group,
based on the institution�s financial information, as of the reporting period ending seven months before the assessment period. The supervisory
subgroup to which an institution is assigned is based on the supervisory evaluation provided to the FDIC by the institution�s primary federal
regulator, and information which the FDIC determines to be relevant to the institution�s financial condition and the risk posed to the deposit
insurance funds. An institution�s assessment rate depends on the capital category and supervisory category to which it is assigned. Assessment
rates for both BIF and SAIF deposits are determined semiannually by the FDIC and currently range from zero basis points to 27 basis points.

The FDIC is authorized to raise assessment rates in certain circumstances, including maintaining or achieving the designated reserve ratio of
1.25%, which requirement the BIF and SAIF currently meet.

On September 30, 1996, the Deposit Insurance Funds Act of 1996 (the �Funds Act�) was signed into law. Among other things, the law spread the
obligations for payment of the Financing Corporation (�FICO�) bonds across all BIF and SAIF members. Prior to January 1, 2000, BIF members
were assessed for FICO payments at approximately 20% of SAIF members. Full pro rata sharing of the FICO payments between BIF and SAIF
members began on January 1, 2000.

Under the FDI Act, 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. The management of the Community Bank and the Commercial Bank do not know of any practice, condition, or violation
that might lead to the termination of such deposit insurance.

Federal Deposit Insurance Reform Act of 2005. The Federal Deposit Insurance Reform Act of 2005 (the �Act�), signed by the President on
February 8, 2006, revised the laws governing the federal deposit insurance system. The Act provides for the consolidation of the BIF and SAIF
into a combined �Deposit Insurance Fund.�

Under the Act, insurance premiums are to be determined by the FDIC based on a number of factors, but primarily the risk of loss that insured
institutions pose to the Deposit Insurance Fund. The Act eliminates the current minimum 1.25% reserve ratio for the insurance funds, the
mandatory assessments when the ratio falls below 1.25%, and the prohibition on assessing the highest quality banks when the ratio is above
1.25%. In addition, the Act provides the FDIC with flexibility to adjust the new insurance fund�s reserve ratio between 1.15% and 1.5%,
depending on projected losses, economic changes, and assessment rates at the end of a calendar year.

The Act increases deposit insurance coverage limits from $100,000 to $250,000 for certain types of Individual Retirement Accounts, 401(k)
plans, and other retirement savings accounts. While it preserved the $100,000 coverage limit for individual accounts and municipal deposits, the
FDIC was furnished with the discretion to adjust all coverage levels to keep pace with inflation beginning in 2010. Also, institutions that become
undercapitalized will be prohibited from accepting certain employee benefit plan deposits.

The consolidation of the BIF and SAIF must occur no later than the first day of the calendar quarter that begins 90 days after the date of the Act�s
enactment, i.e., July 1, 2006. The Act also states that the FDIC must promulgate final regulations implementing the remainder of its provisions
not later than 270 days after its enactment.

At this time, management cannot predict the effect, if any, that the Act will have on insurance premiums paid by the Community Bank and the
Commercial Bank.
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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
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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, received from the FDIC for the period ended March 25, 2002, was �satisfactory.� The
Commercial Bank�s latest CRA rating, received prior to its acquisition by the Company, 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. Pursuant to the NYCRA, an institution must
file an annual NYCRA report and copies of all federal CRA reports with the Banking Department. The NYCRA requires the Banking
Department to make an annual 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 Community Bank�s latest NYCRA rating, received from the
Banking Department for the period ended December 31, 2004, was �outstanding.� The Commercial Bank�s latest NYCRA rating, received prior to
its acquisition by the Company, 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 $48.3 million or less (subject to adjustment by the
FRB), the reserve requirement is 3%; for amounts greater than $48.3 million, the reserve requirement is 10% (subject to adjustment by the FRB
between 8% and 14%). The first $7.8 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, the effect of this reserve requirement is a limitation on an institution�s ability to grow its 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. The FHLB provides a central credit facility primarily for member institutions. As members of the FHLB-NY, the Community
Bank and the Commercial Bank are required to acquire and hold shares of capital stock. The Community Bank was in compliance with this
requirement, with an investment in FHLB-NY stock of $330.2 million at December 31, 2005. The Commercial Bank was also in compliance
with this requirement, and held $3.6 million in FHLB-NY stock on that date.

The FHLBs are required to provide funds to cover certain obligations on bonds issued to fund the resolution of insolvent thrifts and to contribute
funds for affordable housing programs. These requirements could reduce the amount of dividends that the FHLBs pay to their members and
could also result in the FHLBs imposing a higher rate of interest on advances to their members. For the fiscal years ended December 31, 2005
and 2004, dividends from the FHLB-NY to the Community Bank amounted to $15.4 million and $5.5 million, respectively. If dividends were
reduced, or interest on future FHLB advances increased, net interest income might also be reduced. FHLB System members are also authorized
to borrow from the Federal Reserve Bank�s �discount window,� but regulations require institutions to exhaust all FHLB sources before borrowing
from a Federal Reserve Bank.
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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
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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 eight branches in New Jersey in addition to its 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 (�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 opt to 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, 2005, 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 12 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 and 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.

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
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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.
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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 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.

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.

New York Holding Company Regulation. Upon the acquisition of the Commercial Bank, the Company became subject to regulation as a �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 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 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.
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ITEM  1A.  RISK FACTORS

An investment in the Company�s common stock is subject to various risks and uncertainties that are inherent in our business. In accordance with
a new SEC rule, 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. Before
making an investment decision, you should carefully consider all of the information included or incorporated by reference into this report,
including the risks and uncertainties that follow. 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 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 rates of interest, 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) rates of interest,
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
rates of interest, 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 have an effect on our ability to originate loans and attract and retain deposits; the fair value of
our financial assets and liabilities; and the average life of our loan and securities portfolios.

In 2005, the movements in short- and intermediate-term interest rates resulted in a flattening of the yield curve, the contraction of our net interest
income, and a reduction in our net income. By the end of 2005, the yield curve had inverted, meaning that the level of short-term interest rates
exceeded the level of intermediate-term interest rates. Should the inverted yield curve continue or become more pronounced, our net interest
income could experience further contraction, which could have a material adverse effect on our net income and cash flows and the value of our
assets.

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 steps we have been taking to mitigate our exposure
to interest rate risk.
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We are subject to credit risk.

Risks stemming from our focus on multi-family, commercial real estate, and construction lending:

Our business strategy emphasizes the origination of multi-family loans and, to a lesser extent, commercial real estate and construction loans, all
of which are generally larger, and have higher risk-adjusted returns and shorter maturities than one-to-four family mortgage loans. At
December 31, 2005, our multi-family, commercial real estate, and construction loan portfolios totaled $16.6 billion, and represented 97.5% of
total 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 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 long-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, 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.

Please see �Loans� and �Asset Quality� in Item 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, and construction 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 are located. Unlike larger national or superregional banks that serve a broader and more diverse geographic
region, our lending is primarily concentrated in New York City and the surrounding markets of Nassau, Suffolk, and Westchester Counties in
New York, and Essex and Hudson Counties in New Jersey.

Accordingly, the ability of our borrowers to repay their loans, and the value of the collateral securing such loans, may be significantly affected
by economic conditions in the region or changes in the local real estate market. A significant decline in general economic conditions caused by
inflation, recession, unemployment, acts of terrorism, or other factors beyond our control could therefore have an adverse effect on our financial
condition and results of operations. In addition, because multi-family and commercial real estate loans represent the majority of our loans
outstanding, a decline in tenant occupancy due to such factors or for other reasons, could adversely impact the ability of property owners to
repay their loans on a timely basis, which could have a negative impact on our operating results.
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Please see �Loans� and �Asset Quality� in Item 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, and construction loans.
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We are subject to certain risks in connection with the level of our allowance for loan losses.

A variety of factors could cause our borrowers to default on their loan payments and the collateral securing such loans to be insufficient to pay
any remaining indebtedness. In such an event, we could experience significant loan losses, which could have a material adverse effect on our
financial condition and results of operations.

In the process of originating a loan, we make various assumptions and judgments about the ability of the borrower to repay it, based on the cash
flows produced by the building or property, the value of the real estate or other assets serving as collateral, and the creditworthiness of the
borrower, among other factors.

We also establish an allowance for loan losses through an assessment of probable losses in each of our loan portfolios. Several factors are
considered in this process, including historical and projected default rates and loss severities; internal risk ratings; loan size; economic,
geographic, industry, and environmental factors, and loan impairment, as defined by the Financial Accounting Standards Board. If our
assumptions and judgments regarding such matters prove to be incorrect, our allowance for loan losses might not be sufficient, and additional
loan loss provisions might need to be made. Depending on the amount of such loan loss provisions, the adverse impact on our earnings could be
material.

In addition, as we continue to grow our loan portfolio, we may decide to increase the allowance for loan losses by making additional provisions,
which would adversely impact our operating results. Furthermore, bank regulators may require us to make a provision for loan losses or
otherwise recognize further loan charge-offs following their periodic review of our loan portfolio, our underwriting procedures, and our loan loss
allowance. Any increase in our allowance for loan losses or loan charge-offs as required by such regulatory authorities could have a material
adverse effect on our financial condition and results of operations.

Please see �Allowance for Loan Losses� under �Critical Accounting Policies� in Item 7, �Management�s Discussion and Analysis of Financial
Condition and Results of Operations,� for a discussion of the procedures we follow in establishing our loan loss allowance.

We face significant competition for loans and deposits.

We face significant competition for loans and deposits from other banks and financial institutions, both within and beyond our local
marketplace. Within the New York metropolitan region, we compete with commercial banks, savings banks, credit unions, and investment banks
for deposits, and with the same financial institutions and others (including mortgage brokers, finance companies, mutual funds, insurance
companies, and brokerage houses) for loans. We also compete with companies that solicit loans and deposits over the Internet.

Many of our competitors (including money center, national, and superregional banks) have substantially greater resources and higher lending
limits than we do, and may offer certain services that we do not, or cannot, provide. Because our profitability stems from our ability to attract
deposits and originate loans, our continued ability to compete for depositors and borrowers is critical to our success.

Our success as a competitor depends on a number of factors, including our ability to develop, maintain, and build upon long-term relationships
with our customers by providing them with convenience, in the form of multiple branch locations and extended hours of service; access, in the
form of alternative delivery channels, such as online banking, banking by phone, and ATMs; a broad and diverse selection of products and
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services; interest rates and service fees that compare favorably with those of our competitors; and skilled and knowledgeable personnel to assist
them with their financial needs. External factors that may impact our ability to compete include changes in local economic conditions and real
estate values, changes in interest rates, and the consolidation of banks and thrifts within our marketplace.

Please see �Loans� and �Funding Sources� in Item 7, �Management�s Discussion and Analysis of Financial Condition and Results of Operations,� for a
discussion of the actions we have taken to attract and retain our depositors and borrowers.
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We are subject to certain risks in connection with our strategy of growing through mergers and acquisitions.

Merger transactions have contributed significantly to our growth in the past five years, and continue to be a key component of our business
model. Accordingly, it is possible that we could acquire other financial institutions, financial service providers, or branches of banks in future
periods. However, our ability to engage in future transactions depends on our ability to identify suitable merger partners, our ability to finance
and complete such acquisitions on acceptable terms and at acceptable prices, and our ability to receive the necessary regulatory approvals and,
where appropriate, shareholder approvals.

Furthermore, mergers and acquisitions, including the recently completed acquisition of Long Island Financial and the pending acquisition of
Atlantic Bank, involve a number of risks and challenges, including the diversion of management�s attention; the need to integrate acquired
operations, internal controls, and regulatory functions; the potential loss of key employees and customers of the acquired companies; and an
increase in expenses and working capital requirements.

Any of these factors, among others, could adversely affect our ability to achieve the anticipated benefits of the acquisitions we undertake.

Please see Item 1, �Business,� earlier in this report and Notes 1 and 3 to the Consolidated Financial Statements in Item 8, �Financial Statements and
Supplementary Data,� for information about the merger transactions we have completed and the pending acquisition of Atlantic Bank.

We may not be able to attract and retain key personnel.

To a large degree, our success depends on our ability to attract and retain key personnel whose expertise, knowledge of our market, and years of
industry experience would make them difficult to replace. Competition for skilled leaders in our industry can be intense, and we may not be able
to hire or retain the people we would like to have working for us. The unexpected loss of services of one or more of our key personnel could
have a material adverse impact on our business, given the specialized knowledge of such personnel, and the difficulty of finding qualified
replacements on a timely basis.

To attract and retain personnel with the skills and knowledge to support our business, we offer a variety of benefits. Please see Notes 11 and 12
to the Consolidated Financial Statements in Item 8, �Financial Statements and Supplementary Data,� for a description of our employee benefit
plans.

We are subject to environmental liability risk associated with our lending activities.

A significant portion of our loan portfolio is secured by real property. During the ordinary course of business, we may foreclose on and take title
to properties securing certain loans. In doing so, there is a risk that hazardous or toxic substances could be found on these properties. If
hazardous or toxic substances are found, we may be liable for remediation costs, as well as for personal injury and property damage.
Environmental laws may require us to incur substantial expenses and may materially reduce the affected property�s value or limit our ability to
use or sell the affected property. In addition, future laws or more stringent interpretations or enforcement policies with respect to existing laws
may increase our exposure to environmental liability. Although we have policies and procedures requiring the performance of an environmental
site assessment before initiating any foreclosure action on real property, these assessments may not be sufficient to detect all potential
environmental hazards. The remediation costs and any other financial liabilities associated with an environmental hazard could have a material
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adverse effect on our financial condition and results of operations.

Please see �Environmental Issues� in Item 1, �Business,� earlier in this report.

Our business may be adversely impacted by acts of war or terrorism.

Acts of war or terrorism could have a significant impact on our ability to conduct our business. Such events could affect the ability of our
borrowers to repay their loans, could impair the value of the collateral securing our loans, and could cause significant property damage, thus
increasing our expenses and/or reducing our revenues. In addition, such events could affect the ability of our depositors to maintain their
deposits with the Banks.
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Although we have established disaster recovery policies and procedures, the occurrence of any such event could have a material adverse effect
on our business which, in turn, could have a material adverse effect on our financial condition and results of operations.

We are subject to changes in laws and regulations.

We are subject to regulation, supervision, and examination by the New York State Banking Department, which is the chartering authority for
both the Community Bank and the Commercial Bank; by the Federal Deposit Insurance Corporation, as the insurer of our deposits; and by the
Board of Governors of the Federal Reserve System. Such regulation and supervision governs the activities in which a bank holding company and
its banking subsidiaries may engage, and is intended primarily for the protection of the deposit insurance funds, depositors, and the banking
system generally. These regulatory authorities have extensive discretion in connection with their supervisory and enforcement activities,
including with respect to the imposition of restrictions on the operation of a bank or a bank holding company, the classification of assets by a
bank, and the adequacy of a bank�s allowance for loan losses, among other matters. Any change in such regulation and supervision, whether in
the form of regulatory policy, regulations, legislation, rules, orders, enforcement actions, or decisions, could have a material impact on the
Company, our subsidiary banks, and our operations.

Our operations are also subject to extensive regulation by other federal, state, and local governmental authorities, and to various laws and
judicial and administrative decisions imposing requirements and restrictions on part or all of our operations. While we believe that we are in
compliance in all material respects with applicable federal, state, and local laws, rules, and regulations, we may be subject to future changes in
such laws, rules, and regulations that could have a material impact on our results of operations.

Please see �Regulation and Supervision� in Item 1, �Business,� earlier in this report.

We are subject to certain risks in connection with our use of technology.

Risks associated with systems failures, interruptions, or breaches of security:

Communications and information systems are essential to the conduct of our business, as we use such systems to manage our customer
relationships, our general ledger, our deposits, and our loans. While we have established policies and procedures to prevent or limit the impact of
systems failures, interruptions, and security breaches, there can be no assurance that such events will not occur or that they will be adequately
addressed if they do. In addition, any compromise of our security systems could deter customers from using our web site and our online banking
service, both of which involve the transmission of confidential information. Although we rely on commonly used security and processing
systems to provide the security and authentication necessary to effect the secure transmission of data, these precautions may not protect our
systems from compromises or breaches of security.

In addition, we outsource our data processing to certain third-party providers. If our third-party providers encounter difficulties, or if we have
difficulty in communicating with them, our ability to adequately process and account for customer transactions could be affected, and our
business operations could be adversely impacted. Threats to information security also exist in the processing of customer information through
various other vendors and their personnel.
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The occurrence of any systems failure, interruption, or breach of security could damage our reputation and result in a loss of customers and
business, could subject us to additional regulatory scrutiny, or could expose us to civil litigation and possible financial liability. Any of these
occurrences could have a material adverse effect on our financial condition and results of operations.

Risks associated with changes in technology:

The provision of financial products and services has become increasingly technology-driven. Our ability to meet the needs of our customers
competitively, and in a cost-efficient manner, is dependent on our ability to keep pace with technological advances and to invest in new
technology as it becomes available. Many of our competitors have greater resources to invest in technology than we do and may be better
equipped to market new technology-driven
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products and services. The ability to keep pace with technological change is important, and the failure to do so on our part could have a material
adverse impact on our business and therefore on our financial condition and results of operations.

We rely on the dividends we receive from our subsidiaries.

We are a separate and distinct legal entity from our subsidiaries, and a substantial portion of the revenues we receive consists of dividends from
the Banks. These dividends are the primary funding source for the dividends we pay on our common stock and the interest and principal
payments on our debt. Various federal and state laws and regulations limit the amount of dividends that a bank may pay to the parent company.
In addition, our right to participate in a distribution of assets upon the liquidation or reorganization of a subsidiary may be subject to the prior
claims of the subsidiary�s creditors. In the event that the Banks are unable to pay dividends to the Parent Company, we may not be able to service
our debt, pay our obligations, or pay dividends on our common stock. The inability to receive dividends from the Banks could therefore have a
material adverse effect on our business, our financial condition, and our results of operations.

Please see �Supervision and Regulation� in Item 1, �Business,� and Note 14 to the Consolidated Financial Statements, �Restrictions on the Subsidiary
Banks� in Item 8, �Financial Statements and Supplementary Data,� for a further discussion of the restrictions on our ability to pay dividends.

Various factors could make a takeover attempt of the Company more difficult to achieve.

While we did not renew our Shareholder Rights Plan upon its expiration in January 2006, certain provisions of our certificate of incorporation
and bylaws, in addition to certain federal banking laws and regulations, could make it more difficult for a third party to acquire the Company
without the consent of the Board of Directors, even if doing so were perceived to be beneficial to the Company�s shareholders. These provisions
also make it more difficult to remove our current Board of Directors or management or to appoint new directors, and also regulate the timing and
content of stockholder proposals and nominations, and qualification for service on the Board of Directors. In addition, the Company has entered
into employment agreements with certain executive officers that would require payments to be made to them in the event that their employment
were terminated following a change in control of the Company or the Banks. These payments may have the effect of increasing the costs of
acquiring the Company. The combination of these provisions effectively inhibits a non-negotiated merger or other business combination, which
could adversely impact the market price of our common stock.

Various factors could impact the price and trading activity in our common stock.

The price of the Company�s common stock can fluctuate significantly in response to a variety of factors, including, but not limited to, the
following: actual or anticipated variations in the Company�s quarterly results of operations; earnings estimates and recommendations of securities
analysts; the performance and stock price of other companies that investors and analysts deem comparable to the Company; news reports
regarding trends and issues in the financial services industry; actual or anticipated changes in the economy, the real estate market, and interest
rates; speculation regarding the Company�s involvement in industry consolidation; mergers and acquisitions involving the Company�s peers;
delays in, or a failure to realize the anticipated benefits of, an acquisition; speculation about, or an actual change in, dividend payments; changes
in legislation or regulation impacting the financial services industry in particular, or publicly traded companies in general; regulatory
enforcement or other actions against the Company or the Banks; threats of terrorism or military conflicts; and general market fluctuations.
Fluctuations in stock price may make it more difficult for you to sell your common stock at an attractive price.

ITEM 1B.  UNRESOLVED STAFF COMMENTS
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Not applicable.

ITEM 2. PROPERTIES

Our executive and administrative offices are located at 615 Merrick Avenue, Westbury, New York. The office building and land had been
purchased by CFS Bank in December 1997 and the building is now occupied by
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the Company under a lease agreement and Payment-in-Lieu-of-Tax (�PILOT�) agreement with the Town of Hempstead Industrial Development
Agency (the �IDA�), which was assumed by the Company pursuant to the merger with Haven on November 30, 2000. Under the IDA and PILOT
agreements, the Company sold the building and land to the IDA, is leasing them for $1.00 per year for a 10-year period, and will repurchase the
building and land for $1.00 upon expiration of the lease term in exchange for IDA financial assistance.

We currently own 44 and lease 107 of our branch offices and other bank business facilities under various lease and license agreements expiring
at various times through 2025 (Please see Note 10 to the Consolidated Financial Statements, �Commitments and Contingencies: Lease and
License Commitments� in Item 8, �Financial Statements and Supplementary Data.�) We believe that our facilities are adequate to meet our present
and immediately foreseeable needs.

ITEM 3. LEGAL PROCEEDINGS

In the normal course of our business, there are various outstanding legal proceedings. Although no assurances can be given, management
currently believes that the ultimate resolution of these matters will not have a material adverse effect on the Company�s financial condition or
results of operations. Please see Note 10 to the Consolidated Financial Statements, �Commitments and Contingencies: Legal Proceedings� in Item
8, �Financial Statements and Supplementary Data� for a discussion of certain legal proceedings that are outstanding at the present time.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None.
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PART II

ITEM 5. MARKET FOR REGISTRANT�S COMMON EQUITY, RELATED STOCKHOLDER MATTERS, AND ISSUER
PURCHASES OF EQUITY SECURITIES

The common stock of the Company is traded on the New York Stock Exchange (the �NYSE�) under the symbol �NYB.� From November 23, 1993
to December 19, 2002, our common stock was traded on the Nasdaq National Market under the symbol �NYCB.�

At December 31, 2005, the number of outstanding shares was 269,776,791 and the number of registered owners was approximately 13,600. The
latter figure does not include those investors whose shares were held for them by a bank or broker at that date.

The following table sets forth the dividends declared per common share, and the intra-day high/low price range and closing prices for the
Company�s common stock, as reported by the NYSE, in each of the four quarters of 2005 and 2004:

Dividends Declared per Common Share and Market Price of Common Stock

Dividends
Declared per

Common Share

Market Price

High Low Close

2005
1st Quarter $0.25 $20.63 $17.10 $18.16
2nd Quarter 0.25 18.64 17.19 18.12
3rd Quarter 0.25 19.04 15.85 16.40
4th Quarter 0.25 17.29 15.69 16.52

2004
1st Quarter $0.21 $35.57 $27.75 $34.28
2nd Quarter 0.25 34.50 18.93 19.63
3rd Quarter 0.25 22.35 17.65 20.54
4th Quarter 0.25 21.15 17.60 20.57

Please see the discussion of �Liquidity� in Item 7, �Management�s Discussion and Analysis of Financial Condition and Results of Operations,� for
information regarding restrictions on our ability to pay dividends.

On July 5, 2005, our President and Chief Executive Officer, Joseph R. Ficalora, submitted to the NYSE his Annual CEO certification confirming
our compliance with the NYSE�s corporate governance listing standards, as required by Section 3031A.12 (a) of the NYSE Listed Company
Manual.
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Share Repurchase Program

From time to time, we repurchase shares of our common stock on the open market or through privately negotiated transactions, and hold such
shares in our Treasury account. Repurchased shares may be utilized for various corporate purposes, including, but not limited to, the exercise of
stock options and merger transactions.
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During the three months ended December 31, 2005, we allocated $67,000 toward share repurchases, as outlined in the following table:

Period

(a)

Total Number
of Shares (or

Units)
Purchased (1)

(b)

Average Price

Paid per Share

(or Unit)

(c)

Total Number of
Shares

(or Units)
Purchased as Part

of Publicly
Announced

Plans or Programs

(d)
Maximum Number (or

Approximate Dollar
Value) of Shares (or

Units) that May Yet Be
Purchased Under the
Plans or Programs(2)

Month #1:

October 1, 2005 through October 31, 2005 �  �  �  1,622,694
Month #2:

November 1, 2005 through November 30, 2005 �  �  �  1,622,694
Month #3:

December 1, 2005 through December 31, 2005 3,970 $16.78 3,970 1,618,724
Total 3,970 $16.78 3,970

(1) All shares were purchased in privately negotiated transactions.
(2) On April 20, 2004, with 44,816 shares remaining under the Board of Directors� five million-share repurchase authorization on

February 26, 2004, the Board authorized the repurchase of up to an additional five million shares. At December 31, 2005, 1,618,724
shares were still available for repurchase under the April 20, 2004 authorization. Under said authorization, shares may be repurchased on
the open market or in privately negotiated transactions until completion, or until termination of the repurchase authorization by the
Board.
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ITEM 6. SELECTED FINANCIAL DATA

At or For the Years Ended December 31,

(dollars in thousands, except share data)
2005 (1) 2004 2003 (2) 2002 2001 (3)

EARNINGS SUMMARY:
Net interest income $572,003 $781,257 $504,975 $373,256 $205,816
Non-interest income (loss) 121,065 (44,217) 163,987 101,820 90,615
Operating expenses 236,621 193,632 169,373 133,062 112,757
Amortization of core deposit intangibles 11,733 11,440 6,907 6,000 8,428
Income tax expense 152,629 176,882 169,311 106,784 70,779
Net income (4) 292,085 355,086 323,371 229,230 104,467
Basic earnings per share (4)(5) $1.12 $1.37 $1.70 $1.27 $0.77
Diluted earnings per share (4)(5) 1.11 1.33 1.65 1.25 0.75
Dividends per share (5) 1.00 0.96 0.66 0.43 0.30
SELECTED RATIOS:
Return on average assets (4) 1.17% 1.42% 2.26% 2.29% 1.63%
Return on average stockholders� equity (4) 9.15 11.24 20.74 19.95 18.16
Operating expenses to average assets 0.95 0.78 1.18 1.33 1.76
Average stockholders� equity to average assets 12.83 12.65 10.90 11.47 8.99
Efficiency ratio (4) 34.14 26.27 25.32 25.32 38.04
Interest rate spread 2.51 3.55 3.82 4.12 3.38
Net interest margin 2.64 3.61 3.94 4.31 3.59
Dividend payout ratio 90.09 72.18 39.89 34.23 39.55
BALANCE SHEET SUMMARY:
Total assets $26,283,705 $24,037,826 $23,441,337 $11,313,092 $9,202,635
Loans, net of allowance for loan losses 16,948,697 13,317,987 10,422,078 5,443,572 5,361,187
Allowance for loan losses 79,705 78,057 78,293 40,500 40,500
Securities held to maturity 3,258,038 3,972,614 3,222,898 699,445 203,195
Securities available for sale 2,379,214 3,108,109 6,277,034 3,952,130 2,374,782
Deposits 12,104,899 10,402,117 10,329,106 5,256,042 5,450,602
Borrowed funds 10,528,658 10,142,541 9,931,013 4,592,069 2,506,828
Stockholders� equity 3,324,877 3,186,414 2,868,657 1,323,512 983,134
Common shares outstanding (5) 269,776,791 265,190,635 256,649,073 187,847,937 181,058,268
Book value per share (5)(6) $12.43 $12.23 $11.40 $7.29 $5.66
Stockholders� equity to total assets 12.65% 13.26% 12.24% 11.70% 10.68%
ASSET QUALITY RATIOS:
Non-performing loans to total loans 0.16% 0.21% 0.33% 0.30% 0.33%
Non-performing assets to total assets 0.11 0.12 0.15 0.15 0.19
Allowance for loan losses to non-performing loans 289.17 277.31 228.01 247.83 231.46
Allowance for loan losses to total loans 0.47 0.58 0.75 0.74 0.76

(1) The Company acquired Long Island Financial Corp. in a purchase transaction on December 30, 2005, the last business day of the year.
Accordingly, its contribution to the Company�s earnings will begin on January 1, 2006.

(2) The Company merged with Roslyn Bancorp, Inc. on October 31, 2003 and treated the merger as a purchase transaction. Accordingly, the
Company�s 2003 earnings reflect two months of combined operations.

(3) The Company merged with Richmond County Financial Corp. on July 31, 2001 and treated the merger as a purchase transaction.
Accordingly, the Company�s 2001 earnings reflect five months of combined operations.

(4) The 2005 amount includes a merger-related charge of $36.6 million, recorded in operating expenses, which resulted in an after-tax charge
of $34.0 million, or $0.13 per diluted share. The 2004 amount includes a $157.2 million loss on the sale of securities in connection with
the repositioning of the balance sheet in the second quarter, and an $8.2 million charge for the other-than-temporary impairment of
certain perpetual preferred FNMA securities in the fourth quarter of the year, both of which were recorded in non-interest (loss) and
resulted in an after-tax loss of $99.9 million, or $0.37 per diluted share. The 2003 amount includes a $37.6 million gain on the sale of the
Company�s South Jersey Bank Division, recorded in non-interest income, and a merger-related charge of $20.4 million, recorded in
operating expenses, which resulted in an after-tax net gain of $3.7 million, or $0.02 per diluted share. The 2001 amount includes a $1.5
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million gain on the sale of bank-owned property, recorded in non-interest income; a merger-related charge of $22.8 million, recorded in
operating expenses; and a $3.0 million charge recorded in income tax expense, which resulted in an after-tax net charge of $16.8 million,
or $0.12 per diluted share.

(5) Amounts have been adjusted to reflect 4-for-3 stock splits on February 17, 2004 and May 21, 2003.
(6) Excludes unallocated Employee Stock Ownership Plan (�ESOP�) shares from the number of shares outstanding. Please see �book value

per share� in the Glossary earlier in this report.
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ITEM 7. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

For the purpose of this discussion and analysis, the words �we,� �us,� �our,� and �the 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.

Executive Summary

We are a leading financial institution in the New York metropolitan region, with total assets of $26.3 billion at December 31, 2005. Our two
primary subsidiaries are New York Community Bank, a New York State-chartered savings bank with 139 branches serving customers in New
York City, Long Island, Westchester County, and northern New Jersey; and New York Commercial Bank, a New York State-chartered
commercial bank with 12 branches serving Long Island and the borough of Brooklyn, New York. For the purpose of the discussion and analysis
that follows, New York Community Bank and New York Commercial Bank are referred to collectively as the �Banks� and respectively as the
�Community Bank� and the �Commercial Bank.�

As noted in the Overview earlier in this report, our financial performance has historically been driven by a business strategy with three core
components: the origination of multi-family mortgage loans; a consistently solid level of asset quality; and the efficient operation of our retail
banking franchise and our Company. To diversify our asset mix, we also originate commercial real estate and construction loans, primarily in
New York City and on Long Island and, with the establishment of our commercial bank subsidiary at the end of December, have increased our
production of commercial business loans to small and mid-size businesses.

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 somewhat 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 short-term interest rates and market rates of interest, and the degree
of competition we face for deposits and loans).

In the past five years, our earnings have been significantly strengthened by a series of merger transactions and, to a lesser extent, by our
generation of non-interest income in various forms. In addition to fee income on depository accounts and loans, we generate non-interest income
through our 100% equity interest in Peter B. Cannell & Co., Inc. (�PBC�), an investment advisory firm with $1.4 billion of assets under
management as of the end of December; through our investment in Bank-owned Life Insurance (�BOLI�); and through the sale of third-party
investment products and one-to-four family loans to a third-party conduit.

Consistent with our strategy of growing through merger transactions, we announced two strategic transactions in 2005. On August 1st, we
announced plans to acquire Long Island Financial Corp. (�Long Island Financial�), the holding company for Long Island Commercial Bank, a
full-service commercial bank with 11 branches on Long Island and one in Brooklyn. On October 11th, we announced plans to acquire Atlantic
Bank of New York (�Atlantic Bank�), a full-service commercial bank with 17 branches in Manhattan, Queens, Brooklyn, Westchester County and
Nassau County, collectively.

By providing us with a more extensive commercial banking platform, the transactions with Long Island Financial and Atlantic Bank are
expected to diversify our asset mix by increasing our portfolio of loans to small and mid-size businesses, and to diversify our funding mix with
an infusion of low-cost core deposits and non-interest-bearing accounts. In addition, the Atlantic Bank transaction will augment our presence in
Manhattan, where we currently have a single in-store branch of the Community Bank.
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The Long Island Financial transaction was completed on the 30th of December, with shareholders of Long Island Financial receiving 2.32 shares
of our common stock for each share of Long Island Financial common stock held at the merger date. The Atlantic Bank transaction is currently
awaiting regulatory approval and is expected to take place early in the second quarter of 2006. The Atlantic Bank acquisition will be an all-cash
transaction, with a $400.0 million purchase price.
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Our Financial Performance

In both 2004 and 2005, our financial performance was significantly affected by the dramatic rise in short-term rates of interest, and the initial
volatility and then more modest rise in intermediate-term interest rates. As a result of the movements in short-term rates and intermediate-term
rates of interest, the yield curve began to flatten in the third quarter of 2004 and ultimately inverted at the end of 2005.

The following discussion focuses on the impact of this rate environment on our financial performance and the specific actions we took in 2005
to mitigate our exposure to interest rate and market risk.

To more fully understand the strategies we pursued in 2005, we believe it would be useful to summarize the series of actions we took at the end
of June 2004 to reposition our balance sheet. At a time when rates were rising more rapidly and more dramatically than had been expected, we
reduced our securities portfolio by selling $5.1 billion of available-for-sale securities, and utilized the proceeds to reduce our balance of
wholesale borrowings by a like amount. At the same time, we extended $2.4 billion of short-term borrowings to an average three-year maturity
and reclassified $1.0 billion of available-for-sale securities as held-to-maturity. While the securities were sold at a net loss of $94.9 million, or
$0.35 per diluted share, on an after-tax basis, the sacrifice to earnings was offset by the improvement in our market and interest rate risk profile
at a time of significant and increasing interest rate volatility.

In the second half of 2004, the repositioning of the balance sheet continued and the balance of our securities portfolio continued to decline. The
cash flows produced through securities repayments and sales were deployed into mortgage loan production, which was also supported by a
modest level of deposit growth. The rise in deposits was paralleled by a decline in wholesale borrowings, as we focused on diversifying and
expanding our sources of funds. At the same time, we realized an increase in our tangible capital measures from the levels recorded prior to the
initial repositioning of the balance sheet. (Please see the discussion and reconciliation of stockholders� equity and tangible stockholders� equity
earlier in this report.)

In 2005, we maintained our focus on achieving the goals we had established in connection with the repositioning of our balance sheet at the end
of June 2004: (1) reducing our securities through a combination of repayments and sales; (2) utilizing the cash flows to grow our loan portfolio;
(3) expanding and diversifying our sources of funds, with an emphasis on growing deposits; and (4) producing solid measures of tangible capital
strength.

The following is a summary of the enhancements to our balance sheet from the time of the initial repositioning at the end of June 2004 through
December 31, 2005:

� Securities totaled $5.6 billion at December 31, 2005, representing 21.4% of total assets, a $7.9 billion, or 58.4%, reduction from $13.6
billion, representing 56.3% of total assets, just prior to the initial balance sheet repositioning.

� Loans totaled $17.0 billion at December 31, 2005, and represented 64.8% of total assets, as compared to $11.9 billion, representing 49.3%
of total assets, at June 30, 2004. The 43.4% increase reflects originations of $9.2 billion over the eighteen-month period and includes
$253.0 million of loans acquired in the Long Island Financial transaction.

� Multi-family loans accounted for $4.3 billion of the increase in total loans, having grown 50.6% to $12.9 billion over the eighteen-month
period, representing 75.5% of loans outstanding at December 31, 2005. The increase in multi-family loans reflects originations totaling
$6.6 billion, including $4.7 billion in 2005.
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� Deposits totaled $12.1 billion at December 31, 2005, reflecting a $2.1 billion, or 20.9%, increase from the June 30, 2004 balance, while
wholesale borrowings declined $5.3 billion, or 35.3%, to $9.7 billion from the balance recorded just prior to the initial repositioning of the
balance sheet.
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The increase in deposits was attributable to a variety of Company initiatives, including the establishment of a Premier Banking Group to attract
and service depository accounts from local developers and property owners; (2) the launch of an online banking service to attract deposits from
within and beyond our marketplace; (3) the initiation of a marketing campaign to attract and lock in longer-term funds at prevailing rates of
interest; (4) the acceptance of brokered deposits; and (5) the acquisition of Long Island Financial, which contributed deposits of $425.9 million,
including $347.2 million of low-cost core deposits.

� Tangible stockholders� equity rose $262.9 million from the level recorded at June 30, 2004 to $1.3 billion and equaled 5.19% of tangible
assets.

The increase in tangible stockholders� equity reflects total contributions to capital of $562.0 million over the eighteen-month period, and the
issuance of 3.6 million shares of the Company�s common stock totaling $66.1 million in connection with the Long Island Financial transaction.
Reflecting the strength of our tangible capital, we maintained our cash dividend at $0.25 per quarter throughout the year.

While our balance sheet at December 31, 2005 reflects these achievements, our income statement primarily reflects the negative impact of the
interest rate environment on our net interest income, which declined $209.3 million year-over-year to $572.0 million, in tandem with a 97-basis
point reduction in our net interest margin to 2.64%. The contraction of our net interest income and net interest margin was primarily attributable
to the following factors: (1) the significant rise in short-term interest rates, which coincided with our efforts to increase deposits, and contributed
to a 95-basis point increase in our cost of funds; and (2) the comparatively low level of market interest rates, which limited the yields on our new
loan production while also inhibiting loan refinancing and, therefore, prepayment penalties.

While our net interest income declined in 2005, the reduction was partially tempered by our having recorded non-interest income of $121.1
million versus a non-interest loss of $44.2 million in 2004. The 2004 amount reflects the impact of two non-recurring charges: a pre-tax net loss
of $157.2 million on the sale of securities in connection with the repositioning of the balance sheet at the end of the second quarter; and a pre-tax
loss of $8.2 million on the other-than-temporary impairment of certain perpetual preferred FNMA securities. While fee income declined $2.3
million in 2005 from the prior-year level, the reduction was substantially offset by a $3.9 million increase in other income, net securities gains of
$3.0 million, and a $6.0 million net gain on the sale of certain bank-owned properties.

The revenues we generated in 2005 were partly offset by a $43.3 million increase in non-interest expense to $248.4 million, reflecting a $43.0
million increase in operating expenses to $236.6 million and a $293,000 increase in the amortization of core deposit intangibles (�CDI�) to $11.7
million. In the fourth quarter of 2005, we recorded a pre-tax charge of $36.6 million to reflect the allocation of Employee Stock Ownership Plan
(�ESOP�) shares in connection with the acquisition of Long Island Financial (referred to hereafter as the �merger-related charge.�) In addition to the
merger-related charge, the rise in operating expenses was largely attributable to staff expansion, and to a year-over-year increase in occupancy
and equipment expense. During the year, we continued to make improvements to our branch network, and to expedite customer service by
upgrading our information technology.

The merger-related charge was equivalent to $34.0 million, or $0.13 per diluted share, on an after-tax basis, and reduced our 2005 net income to
$292.1 million, or $1.11 per diluted share. Because the acquisition of Long Island Financial was completed on the last business day of
December, its contribution to earnings did not commence until January 2006.

Critical Accounting Policies

We have identified the accounting policies below as being critical to understanding our financial condition and results of operations. Certain
accounting policies are considered to be important to the portrayal of our financial condition, since they require management to make complex
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or subjective judgments, some of which may relate to matters that are inherently uncertain. The inherent sensitivity of our consolidated financial
statements to these critical accounting policies, and the judgments, estimates, and assumptions used therein, could have a material impact on our
financial condition or results of operations.
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Allowance for Loan Losses

The allowance for loan losses is increased by the provisions for loan losses charged to operations and reduced by net charge-offs or reversals. A
separate loan loss allowance is established for each of the Community Bank and the Commercial Bank and, except as otherwise noted, the
process for establishing the allowance for loan losses is the same for each.

Management establishes the allowances for loan losses through an assessment of probable losses in each of the respective loan portfolios.
Several factors are considered in this process, including historical and projected default rates and loss severities; internal risk ratings; loan size;
economic, geographic, industry, and environmental factors; and loan impairment, as defined under Statement of Financial Accounting Standards
(�SFAS�) No. 114, �Accounting by Creditors for Impairment of a Loan,� as amended by SFAS No. 118, �Accounting by Creditors for Impairment of
a Loan/Income Recognition and Disclosures.� Under SFAS Nos. 114 and 118, a loan is classified as �impaired� when, based on current information
and events, it is probable that a creditor will be unable to collect all amounts due under the contractual terms of the loan. We apply SFAS Nos.
114 and 118 to all loans except smaller balance homogenous loans and loans carried at fair value or the lower of cost or fair value.

In establishing the loan loss allowances, management also considers the Banks� current business strategies and credit processes, including
compliance with stringent guidelines established by the respective Boards of Directors with regard to credit limitations, loan approvals,
underwriting criteria, and loan workout procedures.

In accordance with the pertinent policies, the allowances for loan losses are segmented to correspond to the various types of loans in the loan
portfolios. These loan categories are assessed with specific emphasis on the internal risk ratings, underlying collateral, credit underwriting, loan
size, and geographic area. These factors correspond to the respective levels of quantified and inherent risk.

The assessments take into consideration loans that have been adversely rated, primarily through the valuation of the collateral supporting each
loan. �Adversely rated� loans are loans that are either non-performing or that exhibit certain weaknesses that could jeopardize payment in
accordance with the original terms. Larger loans are assigned risk ratings based upon a routine review of the credit files, while smaller loans
exceeding 90 days in arrears are assigned risk ratings based upon an aging schedule. Quantified risk factors are assigned for each risk-rating
category to provide an allocation to the overall loan loss allowance.

The remainder of each loan portfolio is then assessed, by loan type, with similar risk factors being considered, including the borrower�s ability to
pay and our past loan loss experience with each type of loan. These loans are also assigned quantified risk factors, which result in allocations to
the allowances for loan losses for each particular loan or loan type in the portfolio.

In order to determine their overall adequacy, each of the respective loan loss allowances is reviewed quarterly by management and by the
Mortgage and Real Estate Committee of the Community Bank�s Board of Directors or the Credit Committee of the Board of Directors of the
Commercial Bank, as applicable. Each of the independent directors who serve on these committees has had more than 30 years of
complementary experience.

Other factors and processes considered in determining the appropriate level of the allowances for loan losses include, but are not limited to:
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1. End-of-period levels and observable trends in non-performing loans;

2. Charge-offs experienced over prior periods, including an analysis of the underlying factors leading to the delinquencies and
subsequent charge-offs (if any);

3. Periodic inspections of the loan collateral by qualified in-house property appraisers/inspectors, as applicable;

4. Regular meetings of executive management with the pertinent Board committee, during which observable trends in the local
economy and/or the real estate market are discussed;

5. Full assessment by the pertinent Board of Directors of the aforementioned factors when making a business judgment regarding the
impact of anticipated changes on the future level of the allowance for loan losses; and
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6. Analysis of the portfolio in the aggregate, as well as on an individual loan basis, taking into consideration payment history,
underwriting analyses, and internal risk ratings.

While management uses available information to recognize losses on loans, future additions to the respective loan loss allowances may be
necessary, based on changes in economic and local market conditions beyond management�s control. In addition, the Community Bank and/or
the Commercial Bank may be required to take certain charge-offs and/or recognize additions to their loan loss allowances, based on the
judgment of regulatory agencies with regard to information provided to them during their examinations.

Investment Securities

The securities portfolio consists of mortgage-related securities and debt and equity (�other�) securities. Securities that are classified as �available for
sale� are carried at estimated fair value, with any unrealized gains and losses, net of taxes, reported as accumulated other comprehensive income
or loss in stockholders� equity. Securities that we have the positive intent and ability to hold to maturity are classified as �held to maturity� and are
carried at amortized cost.

The market values of our securities, particularly fixed-rate mortgage-related securities, are affected by changes in market interest rates. In
general, as interest rates rise, the market value of fixed-rate securities will decline; as interest rates fall, the market value of fixed-rate securities
will increase. We conduct a periodic review and evaluation of the securities portfolio to determine if the decline in the fair value of any security
below its carrying value is other than temporary. Estimated fair values for securities are based on published or securities dealers� market values.
If we deem any decline in value to be other than temporary, the security is written down to a new cost basis and the resulting loss is charged
against earnings.

Goodwill Impairment

Goodwill is presumed to have an indefinite useful life and is tested for impairment, rather than amortized, at the reporting unit level, at least
once a year. Impairment exists when the carrying amount of goodwill exceeds its implied fair value. If the fair value of a reporting unit exceeds
its carrying amount at the time of testing, the goodwill of the reporting unit is not considered impaired. According to SFAS No. 142, �Goodwill
and Other Intangible Assets,� quoted market prices in active markets are the best evidence of fair value and are to be used as the basis for
measurement, when available. Other acceptable valuation methods include present-value measurements based on multiples of earnings or
revenues, or similar performance measures. Differences in the identification of reporting units and the use of valuation techniques could result in
materially different evaluations of impairment.

For the purpose of goodwill impairment testing, we have identified one reporting unit. We performed our annual goodwill impairment test as of
January 1, 2005, and determined that the fair value of the reporting unit was in excess of its carrying value, using the quoted market price of our
common stock on the impairment testing date as the basis for determining fair value. As of the annual impairment test date, there was no
indication of goodwill impairment. In addition, we found no indication of goodwill impairment when we performed our annual goodwill
impairment test as of January 1, 2006.

Income Taxes
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We estimate income taxes payable based on the amount we expect to owe the various tax authorities (i.e., federal, state, and local). Income taxes
represent the net estimated amount due to, or to be received from, such taxing authorities. In estimating income taxes, management assesses the
relative merits and risks of the appropriate tax treatment of transactions, taking into account statutory, judicial, and regulatory guidance in the
context of our tax position. In this process, management also relies on tax opinions, recent audits, and historical experience. Although we use
available information to record income taxes, underlying estimates and assumptions can change over time as a result of unanticipated events or
circumstances such as changes in tax laws and judicial guidance influencing our overall tax position.
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Balance Sheet Summary

We recorded total assets of $26.3 billion at December 31, 2005, signifying a $2.2 billion, or 9.3%, increase from the balance recorded at
December 31, 2004. Included in the year-end 2005 amount were the assets acquired in the Long Island Financial transaction, which totaled
$588.7 million.

During 2005, we continued to enhance the quality of our asset mix and our market risk profile, by utilizing the cash flows from securities and an
increase in deposits to grow our loan portfolio. As a result, total loans rose $3.6 billion, or 27.1%, over the course of the year, to $17.0 billion,
while total securities declined $1.4 billion, or 20.4% to $5.6 billion. While the Long Island Financial transaction contributed loans of $253.0
million, the growth of the loan portfolio was substantially fueled by organic loan production, with originations totaling $6.3 billion in 2005. At
December 31, 2005, loans and securities represented 64.8% and 21.4%, respectively, of total assets, in contrast to 55.7% and 29.5%,
respectively, at December 31, 2004.

The quality of our assets was reflected in a modest level of charge-offs and year-over-year improvements in the ratios of non-performing assets
and loans to total assets and loans. Charge-offs totaled $21,000 in 2005, and consisted entirely of consumer and unsecured loans that had been
acquired in merger transactions. Non-performing assets represented 0.11% of total assets at December 31, 2005, a one-basis point improvement
from the year-earlier measure, while non-performing loans represented 0.16% of total loans, an improvement of five basis points. In addition,
the allowance for loan losses rose $1.7 million year-over-year to $79.7 million, reflecting the loan loss allowance acquired in connection with
the Long Island Financial transaction.

On the liability side of the balance sheet, we intensified our focus on funding, both expanding and diversifying our sources of funds. While
wholesale borrowings (defined as FHLB-NY advances and repurchase agreements) totaled $9.7 billion at year-end 2005, representing a modest
rise of $382.4 million, deposits rose $1.7 billion, or 16.4%, to $12.1 billion. The Long Island Financial transaction contributed wholesale
borrowings of $71.0 million and deposits of $425.9 million to the respective totals; $347.2 million, or 81.5%, of the deposits acquired in the
transaction were core deposits, and included $99.6 million of non-interest-bearing accounts.

Stockholders� equity rose $138.5 million year-over-year to $3.3 billion, partially reflecting our issuance of 3.6 million shares totaling $66.1
million in connection with the acquisition of Long Island Financial. The year-end 2005 balance was equivalent to 12.65% of total assets and a
book value of $12.43 per share based on 267,594,393 shares.

Loans

Loans are, and have historically been, the Company�s principal asset, with multi-family loans long representing our primary lending niche. We
are the leading producer of multi-family loans for portfolio in New York City, with an emphasis on loans secured by buildings that are
rent-controlled or �stabilized. In 2005, 51.5% of the city�s rental housing market consisted of such rent-regulated buildings, consistent with the
percentage reported for 2004.

To diversify our lending mix, we also originate commercial real estate and construction loans on properties throughout the New York
metropolitan region, but primarily in New York City and Nassau and Suffolk Counties on Long Island. We also originate one-to-four family
loans, but on a pass-through basis only, selling such loans to a third-party conduit shortly after the loans are closed.
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With the acquisition of Long Island Financial at the end of December, we acquired a modest portfolio of commercial business loans to small and
mid-size businesses. In connection with the pending acquisition of Atlantic Bank, a commercial bank with 17 branches in Manhattan, Queens,
Brooklyn, Westchester County, and Nassau County, the portfolio is expected to grow, and our marketplace to expand.

Our loan portfolio totaled $17.0 billion at December 31, 2005, signifying a a $3.6 billion, or 27.1%, increase from the balance recorded at
December 31, 2004. Although the Long Island Financial transaction contributed loans of $253.0 million to the year-end 2005 total, the
year-over-year increase was primarily fueled by organic loan production, with 2005 originations totaling $6.3 billion, up $291.1 million from the
prior-year amount. Multi-family loan originations accounted for 73.5% of 2005 loan production, with commercial real estate and
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construction loans accounting for 13.3% and 10.3%, respectively. The growth of the loan portfolio was partly tempered by repayments totaling
$2.7 billion and sales of one-to-four family loans totaling $263.9 million over the course of the year. Primarily reflecting the manner in which
the vast majority of our multi-family, commercial real estate, and construction loans are structured, 87.0% of our loan portfolio consisted of
adjustable-rate credits, with fixed rate loans accounting for the remaining 13.0%.

The following table summarizes our loan production for the twelve months ended December 31, 2005 and 2004:

Loan Origination Analysis

2005 2004

(dollars in thousands)
Amount

Percent

of Total Amount

Percent

of Total

Mortgage Loan Originations:
Multi-family $4,651,040 73.45% $4,210,430 69.70%
Commercial real estate 840,063 13.27 1,042,234 17.26
Construction 653,322 10.32 571,019 9.45
1-4 family 96,219 1.52 145,475 2.41

Total mortgage loan originations $6,240,644 98.56% $5,969,158 98.82%

Other loan originations 91,000 1.44 71,370 1.18

Total loan originations $6,331,644 100.00% $6,040,528 100.00%
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The following table summarizes the composition of our loan portfolio at each year-end for the five years ended December 31, 2005:

Loan Portfolio Analysis

At December 31,

2005 2004 2003 2002 2001

(dollars in
thousands)

Amount
Percent
of Total Amount

Percent
of Total Amount

Percent
of Total Amount

Percent
of Total Amount

Percent
of Total

Mortgage
Loans:
Multi-family $ 12,854,188 75.49% $ 9,839,263 73.45% $ 7,368,155 70.18% $ 4,494,332 81.88% $ 3,255,167 60.23%
Commercial
real estate 2,888,294 16.96 2,140,770 15.98 1,445,048 13.76 533,327 9.71 561,944 10.40
Construction 856,651 5.03 807,107 6.03 643,548 6.13 117,013 2.13 152,367 2.82
1-4 family 254,510 1.49 506,116 3.78 730,963 6.96 265,724 4.84 1,318,295 24.40

Total mortgage
loans 16,853,643 98.97 13,293,256 99.24 10,187,714 97.03 5,410,396 98.56% 5,287,773 97.85

Other loans 175,493 1.03 102,455 0.76 311,634 2.97 78,787 1.44 116,878 2.15

Total mortgage
and other loans 17,029,136 100.00% 13,395,711 100.00% 10,499,348 100.00% 5,489,183 100.00% 5,404,651 100.00%

Unearned
discounts �  �  �  19 91
Net deferred
loan origination
(fees) costs (734) 333 1,023 (5,130) (3,055)
Allowance for
loan losses (79,705) (78,057) (78,293) (40,500) (40,500)

Loans, net $ 16,948,697 $ 13,317,987 $ 10,422,078 $ 5,443,572 $ 5,361,187

The following table presents a geographic analysis of the Company�s multi-family, commercial real estate, and construction loan portfolios at
December 31, 2005:

Geographic Analysis of the Loan Portfolio

At December 31, 2005

Multi-Family Commercial Construction
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Real Estate

(dollars in thousands)
Amount

Percent
of Total Amount

Percent
of Total Amount

Percent
of Total

Manhattan $ 4,615,932 35.91% $ 1,055,206 36.54% $ 49,106 5.73%
Brooklyn 1,881,973 14.64 272,135 9.42 248,584 29.02
Bronx 1,564,225 12.17 116,882 4.05 6,222 0.73
Queens 1,447,954 11.26 371,340 12.86 122,828 14.33
Staten Island 98,799 0.77 34,403 1.19 56,606 6.61
Long Island 310,645 2.42 697,287 24.14 275,709 32.18
Other New York State & New Jersey 1,541,038 11.99 247,960 8.58 92,230 10.77
All other states 1,393,622 10.84 93,081 3.22 5,366 0.63

Total $ 12,854,188 100.00% $ 2,888,294 100.00% $ 856,651 100.00%
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Multi-family Loans

Multi-family loans totaled $12.9 billion at December 31, 2005, representing 75.5% of loans outstanding, up from $9.8 billion, representing
73.5% of loans outstanding, at December 31, 2004. The 30.6% increase largely reflects twelve-month originations of $4.7 billion, which
exceeded the prior-year volume by $440.6 million, or 10.5%.

At December 31, 2005, $11.9 billion, or 92.0% of our multi-family loans were secured by rental apartment buildings and $1.0 billion, or 8.0%,
were secured by underlying mortgages on cooperative apartment buildings. Nearly 75% of our multi-family loans were secured by buildings in
New York City, with Manhattan accounting for the largest percentage, 35.9%. Another 12.0% of multi-family loans were secured by buildings
in other parts of New York State or New Jersey, with the remaining 10.8% secured by buildings outside our immediate market, many of which
are owned by borrowers we have made loans to successfully within our local marketplace.

We primarily base the amount of the multi-family loans we originate on the current cash flows produced by the building, utilizing the income
method of appraising the properties, rather than the sales method, which is subject to fluctuations in real estate market conditions and the general
economy. We also consider a variety of other factors, including the value and condition of the underlying property; the net operating income of
the mortgaged premises prior to debt service and depreciation; the debt service coverage ratio, which is the ratio of the property�s net operating
income to its debt service; and the ratio of the loan amount to the appraised value of the property. The amount of a multi-family loan may
represent no more than 80% of the lower of the appraised value or the sales price of the underlying properties, with an amortization period of up
to 30 years. We also require a minimum debt service coverage ratio of 120% on multi-family buildings, although a 130% minimum is more
typical of our multi-family credits, and a security interest in the personal property at the premises and an assignment of rents. At December 31,
2005, the multi-family loan portfolio had an average balance of $3.6 million and an average loan-to-value ratio of 61.1%. At December 31,
2004, the average principal balance and loan-to-value ratio were $2.9 million and 57.6%, respectively.

In addition to qualifying a multi-family loan on the basis of the building�s income and condition, we also consider the borrower�s credit history,
profitability, and building management expertise. Because of our longevity in the multi-family market and the tendency of borrowers to
refinance, we also consider our own prior experience with the owner of the property. Borrowers are required to present evidence of the ability to
repay the mortgage from the building�s rent rolls, and a history of making mortgage payments in accordance with the terms of prior and existing
loans. In assessing the creditworthiness of the borrower, we also generally review his or her financial statements and related documents.

Multi-family loans are typically made to long-term property owners who utilize the funds they borrow to make improvements to the building
and the apartments within. Our multi-family loans generally feature a term of ten years, with a fixed rate of interest for the first five years of the
mortgage, and an alternative rate of interest in years six through ten. The rate charged in the first five years is generally based on the five-year
Constant Maturity Treasury rate (the five-year CMT) plus a margin of 150 basis points; during years six through ten, the borrower has the option
of selecting a monthly adjustable rate that is currently 250 basis points above the prime rate of interest, as reported in The New York Times, or a
fixed rate that is currently 275 basis points above the five-year CMT. The latter option also requires the payment of one point of the
then-outstanding loan amount. The minimum rate at repricing is equivalent to the rate in the initial five-year term.

As improvements are made to the collateral property, regulations permit an increase in the rents on the apartments, thus creating more cash flows
for the owner to borrow against. As the rent roll increases, the property owner typically opts to refinance the mortgage, even in a rising interest
rate environment. This cycle has repeated itself over the course of many decades, with property values increasing, and borrowers typically
refinancing well before the loan reaches its sixth year. Accordingly, the expected weighted average life of the multi-family loan portfolio was
3.3 years at December 31, 2005.
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Multi-family loans that refinance within the first five years are subject to an established prepayment penalty schedule. Depending on the
remaining term of the loan at the time of prepayment, the penalties normally range from five percentage points to one percentage point of the
original loan balance. While such penalties clearly represent a potential source of income, they also serve as a useful negotiating tool. Because a
portion of the loans in the portfolio tend to refinance with us, the potential for future portfolio growth is enhanced with every new loan we
originate.
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Our emphasis on multi-family loans is driven by several factors, including their structure, which reduces our exposure to interest rate volatility
to some degree. Another factor driving our focus on multi-family loans is the consistent quality of these assets: We have not had a loss of
principal on a multi-family loan in our niche for more than twenty-five years. We generally consider multi-family loans to involve a modest
degree of credit risk as compared to other types of credits, since the loans we make are typically collateralized by rent-regulated buildings which
tend to be stable and fully occupied. Because the buildings securing the loans are generally well maintained, and because the rents are typically
below market, occupancy levels remain more or less constant, even during times of economic adversity.

The approval process for multi-family loans is also highly efficient, typically taking a period of four to eight weeks. We have been originating
multi-family loans for several decades and were one of the few banks in the region to continue producing such loans during the last downturn in
the economic cycle, two decades ago. Our success in this lending niche reflects the solid relationships we have developed during this time with
the market�s leading mortgage brokers, who are familiar with our lending practices, our underwriting standards, and our long-standing practice of
lending on the cash flows produced by the buildings collateralizing these loans. Because the multi-family market is largely broker-driven, the
process of producing such loans is significantly expedited and the attendant expenses substantially reduced.

Commercial Real Estate Loans

Commercial real estate loans totaled $2.9 billion at December 31, 2005, representing 17.0% of total loans outstanding and a $747.5 million, or
34.9%, increase from the balance recorded at December 31, 2004. In addition to $174.8 million of commercial real estate loans acquired in the
Long Island Financial transaction, the increase reflects twelve-month originations totaling $840.1 million, a decline of $202.2 million from the
prior-year amount.

The majority of our commercial real estate loans are secured by retail shopping centers anchored by national credit-rated tenants and by office
and mixed-use buildings. At December 31, 2005, 64.1% of our commercial real estate loans were secured by properties in New York City, with
properties on Long Island accounting for another 24.1%.

We structure our commercial real estate loans along the same lines as our multi-family credits, i.e., with a fixed rate of interest for the first five
years of the loan that is generally tied to the five-year CMT plus a margin of 150 basis points. For years six through ten, the borrower has the
option of selecting a monthly adjustable rate that is currently 250 basis points above the prime rate of interest, or a fixed rate that is currently 300
basis points above the five-year CMT. The latter option also requires the payment of one point of the then-outstanding loan amount. The
minimum rate at repricing is equivalent to the rate featured in the initial five-year term.

Prepayment penalties also apply, with five percentage points generally being charged on loans that refinance in the first year, scaling down to
one percentage point on loans that refinance in year five. Our commercial real estate loans also tend to refinance within five years of origination,
and the expected weighted average life of the portfolio was 3.1 years at December 31, 2005.

The repayment of loans secured by commercial real estate is often dependent on the successful operation and management of the properties. In
addition, a decline in real estate values or in economic conditions could have a greater impact on the ability to repay a commercial real estate
loan than a residential mortgage loan. To minimize the risk involved, we originate commercial real estate loans in adherence with stringent
underwriting standards, and require that such loans qualify on the basis of the property�s income stream and debt service coverage ratio.
Accordingly, the amount of each loan is based upon the net operating income produced by the collateral property, and may not exceed 75% of
the appraised value thereof, although 65% is more typical of the commercial real estate loans we produce. The approval of a loan also depends
on the borrower�s credit history, profitability, and expertise in property management, and requires a debt service coverage ratio of at least 120%.
At December 31, 2005, our portfolio of commercial real estate loans had an average principal balance of $2.8 million and an average
loan-to-value ratio of 57.8%. The origination of commercial real estate loans generally requires a security interest in the personal property and/or
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an assignment of the rents and/or leases.
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Construction Loans

The construction loan portfolio totaled $856.7 million at December 31, 2005, representing 5.0% of total loans outstanding and a $49.5 million,
or 6.1%, increase from the year-end 2004 amount. The increase was fueled by twelve-month originations totaling $653.3 million, up $82.3
million from the prior-year volume, and also reflects $13.7 million of construction loans acquired in the Long Island Financial transaction. The
increase in construction loans reflects the efficacy of the relationships we have developed with several of our region�s leading developers and
builders or that were developed by our merger partners in the past. At December 31, 2005, 32.2% of our construction loans were for construction
and development on Long Island, with the five boroughs of New York City accounting for 56.4%, combined.

Residential subdivision loans are typically originated for terms of 18 to 24 months, with a prime-based floating rate of interest. Such loans have
had a strong credit history, with no losses recorded for more than a decade; they also generate fee income in the form of points that are
amortized over the life of the loan.

We also originate loans for the construction of owner-occupied one-to-four family homes under contract and, to a lesser extent, for the
acquisition and development of commercial real estate and multi-family properties. These loans are also comparatively short-term in nature,
ranging up to three years for one-to-four family home construction and up to two years for the development of commercial and multi-family
properties. Such loans feature a daily floating prime-based index and have a minimum floor.

Because construction and development loans are generally considered to have a higher degree of credit risk than loans on multi-family buildings,
borrowers are required to provide a personal guarantee during construction and a permanent loan commitment. The risk of loss on a construction
loan is largely dependent upon the accuracy of the initial estimate of the property�s value upon completion of construction, as compared to the
estimated cost of construction, including interest, and upon the estimated time to sell or lease such properties. If the estimate of value proves to
be inaccurate, or the length of time to sell or lease it is greater than anticipated, the property could have a value upon completion that is
insufficient to assure full repayment of the loan.

When applicable, it is our practice to require that residential properties be pre-sold or that borrowers secure permanent financing commitments
from a recognized lender for an amount equal to, or greater than, the amount of the loan we make. In some cases, we ourselves may provide
permanent financing.

One-to-four Family Loans

Since December 1, 2000, we have maintained a policy of originating one-to-four family loans on a pass-through basis only. Applications are
taken and processed by a third-party conduit, and the loans are sold to the conduit or its affiliates, without recourse, servicing-released, shortly
after they close.

In connection with this practice, we have entered into a private-label program for the origination of one-to-four family and home equity loans
under a mortgage origination assistance agreement with a nationally recognized third-party mortgage originator (the �conduit�). Under this
program, we utilize the conduit�s Internet and telephone platforms to originate one-to-four family and home equity loans, based on defined
underwriting criteria that we have approved. The loans are marketed through our branch network and our web site, and are intended to serve our
existing customers and attract new ones, as well. We fund the loans directly and, under a separate loan and servicing rights purchase and sale
agreement with the conduit, have the option of retaining the loans for portfolio, selling the loans to a third-party investor, or delivering the loans
to the conduit at an agreed-upon price. The conduit pays us a fee at the time a loan is delivered, which exceeds the fee we pay to the conduit for
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processing the loan. The fee income produced by each transaction is recorded as �other non-interest income.� In 2005 and 2004, respectively, we
originated $96.2 million and $145.5 million of one-to-four family and home equity loans that were subsequently sold to a third-party conduit.

Reflecting the conduit policy, repayments, and the bulk sale of one-to-four family loans totaling $170.7 million in the second quarter, the
balance of one-to-four family loans declined $251.6 million, or 49.7%, from the year-end 2004 level, to $254.5 million, representing 1.5% of
total loans, at December 31, 2005. The portfolio consists largely of seasoned loans that were acquired in our various merger transactions or were
originated before the adoption of the conduit policy. At December 31, 2005, the one-to-four family loan portfolio had an average principal
balance of $88,000 and an average loan-to-value ratio of 31.0%.
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In addition to ensuring that our customers are provided with an extensive range of one-to-four family products, the conduit arrangement supports
two of our primary objectives: reducing our exposure to interest rate and credit risk, and promoting our efficiency. One-to-four family loans
have tended to be more susceptible to economic adversity and fluctuating interest rates than our multi-family credits; in addition, they are more
costly to originate and service than our multi-family loans. The conduit arrangement effectively eliminates the risks involved in one-to-four
family lending, and substantially mitigates the higher costs involved.

Other Loans

While mortgage loans represent the vast majority of our loans outstanding, we also offer a variety of other loans. Other loans rose $73.0 million,
or 71.3%, year-over-year to $175.5 million, primarily reflecting the addition of Long Island Financial�s loan portfolio. Commercial business
loans accounted for $152.6 million, or 87.0%, of the year-end 2005 balance, and included $52.8 million of commercial business loans that were
acquired in the Long Island Financial transaction. By comparison, we recorded $89.1 million of commercial business loans at December 31,
2004.

As a result of the Long Island Financial transaction, we have enhanced our ability to provide such commercial loan products as term loans,
demand loans, revolving credit loans, and loans that are guaranteed in part by the Small Business Administration. A broad range of commercial
loans, both collateralized and uncollateralized, are made available to businesses for working capital (including inventory and receivables),
business expansion, and for the purchase of machinery and equipment. The purpose of the loan is considered in determining its term and
structure; the pricing is either equal, or tied, to the prime rate of interest.

The remainder of the portfolio of other loans consists of home equity loans and lines of credit, which are originated on a pass-through basis, as
well as a variety of consumer loans, most of which were originated by our merger partners prior to their joining the Company.

Lending Authority

The loans we originate are subject to federal and state laws and regulations, and are underwritten in accordance with loan underwriting policies
and procedures approved by the Mortgage and Real Estate Committee of the Board of Directors of the Community Bank (the �Mortgage
Committee�), the Credit Committee of the Board of Directors of the Commercial Bank (the �Credit Committee�), and the respective Boards of
Directors as a whole. In addition to the loans that we ourselves have originated, the portfolio consists of loans acquired in our merger
transactions. We generally do not purchase whole mortgage loans or loan participations.

In accordance with the Community Bank�s policies, all loans of $10.0 million or more must be reported to the Board of Directors. In 2005, 102
such loans were produced by the Community Bank.

We also place a limit on the amount of loans that may be made to one borrower. At December 31, 2005, the largest concentration of loans to one
borrower consisted of a financing package provided by the Community Bank to Riverbay Corporation � Co-op City, a residential community with
15,372 units in the Bronx, New York, which was created under the Mitchell-Lama Housing Program in the late 1960s to provide affordable
housing for middle-income residents of New York State. At origination, the financing consisted of a multi-family loan in the amount of $240.0
million and a construction loan of the same amount. At December 31, 2005, $61.0 million of the construction loan had been advanced, bringing
the outstanding loan amount to $301.0 million, representing the largest loan in our portfolio at year-end 2005.
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The multi-family loan was originated on September 30, 2004 for a term of 20 years, with a rate of interest of 5.20% in years one through five;
6.20% in years six through ten; 6.70% in years 11 through 15; and a floor of 6.70% in years 16 through 20. The construction loan features a
floating rate of interest equal to 150 basis points above prime. On each anniversary of the original loan, the funds advanced under the
construction component during the prior twelve-month period are to be combined with the multi-family loan. Accordingly, $60.0 million of
construction loan advances were
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combined with the multi-family loan at December 31, 2005. The multi-family loan thus amounted to $300.0 million and the construction loan
had $1.0 million outstanding against a $180.0 million commitment at December 31, 2005. Construction advances are made as various states of
construction are completed, as certified by a consulting engineer engaged by the Company.

The combined credit of $480.0 million is within the Community Bank�s loans-to-one-borrower limitation, and both components of the financing
package were performing in accordance with their terms at year-end 2005.

Loan Maturity and Repricing

The following table sets forth the maturity or period to repricing of our loan portfolio at December 31, 2005. Loans that have adjustable rates are
shown as being due in the period during which the interest rates are next subject to change. The table does not include prepayments or scheduled
principal amortization. Prepayments and scheduled principal amortization totaled $2.7 billion in 2005.

Mortgage and Other Loans at

December 31, 2005

(in thousands)
Multi-Family

Commercial
Real Estate Construction

One-to-Four
Family Other

Total

Loans

Amount due:
Within one year $     579,449 $   232,988 $818,435 $  34,509 $147,332 $  1,812,713
After one year:
One to five years 8,757,756 1,515,301 38,216 78,473 16,484 10,406,230
Over five years 3,516,983 1,140,005 �  141,528 11,677 4,810,193

Total due or repricing after one year 12,274,739 2,655,306 38,216 220,001 28,161 15,216,423

Total amounts due or repricing, gross $12,854,188 $2,888,294 $856,651 $254,510 $175,493 $17,029,136

The following table sets forth, as of December 31, 2005, the dollar amount of all loans due after December 31, 2006, and indicates whether such
loans have fixed or adjustable rates of interest.

Due after December 31, 2006

(in thousands)
Fixed Adjustable Total

Mortgage Loans:
Multi-family $1,257,791 $11,016,948 $12,274,739
Commercial real estate 644,490 2,010,816 2,655,306
Construction 38,216 �  38,216
One-to-four family 179,851 40,150 220,001
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Total mortgage loans 2,120,348 13,067,914 15,188,262
Other loans 26,788 1,373 28,161

Total loans $2,147,136 $13,069,287 $15,216,423

Outstanding Loan Commitments

At December 31, 2005, we had outstanding loan commitments of $1.9 billion, underscoring our focus on extending the growth of our loan
portfolio. In 2006, we expect to maintain our emphasis on multi-family lending, while complementing such credits with commercial real estate
and construction loans. Building on the expertise acquired in the Long Island Financial and pending Atlantic Bank transactions, we also expect
to further enhance our mix of assets by increasing our portfolio of commercial business loans to small and mid-size businesses.

In addition to our commitments to originate loans, we also had commitments to issue financial and performance stand-by letters of credit of $3.2
million and $9.3 million, featuring terms of one year and one to three years, respectively. Financial stand-by letters of credit obligate us to
guarantee payment of a specific financial obligation on behalf of certain
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borrowers, while performance stand-by letters of credit obligate us to make payments in the event that a specified third party fails to perform
under certain non-financial contractual obligations. The fees we collect in connection with the issuance of stand-by letters of credit are included
in �fee income� in the Consolidated Statements of Income and Comprehensive Income. Please see �Contractual Obligations and Off-balance-sheet
Commitments� later in this report for a further discussion of financial and performance stand-by letters of credit.

The volume of loans produced in 2006 will depend on several factors, including the level and direction of market interest rates and their impact
on refinancing activity; the availability and cost of funds; competition from other banks and non-financial institutions for loans and deposits; and
the level of loan demand.

Asset Quality

In 2005, our performance continued to be distinguished by a strong level of asset quality. In addition to charging off consumer and unsecured
loans in the modest amount of $21,000, we reduced our ratios of non-performing assets to total assets and of non-performing loans to total loans.

At December 31, 2005 and 2004, we recorded non-performing assets of $28.9 million and $28.7 million, which were equivalent to 0.11% and
0.12% of total assets at the respective dates. Non-performing loans accounted for $27.6 million and $28.1 million of the respective year-end
totals, and represented 0.16% and 0.21% of total loans. Included in non-performing loans at year-end 2005 were non-accrual mortgage loans of
$15.6 million, non-accrual other loans of $1.3 million, and a $10.7 million construction loan that was still accruing interest.

Non-performing loans are reviewed regularly by management and reported on a monthly basis to the Mortgage Committee, the Credit
Committee, and the Boards of Directors of the Banks. When necessary, non-performing loans are written down to their current appraised values,
less certain transaction costs. Outside counsel with experience in foreclosure proceedings are retained to institute such action with regard to
borrowers who are delinquent in paying their loans.

A loan generally is classified as a �non-accrual� loan when it is 90 days past due and management has determined that the collectibility of the
entire loan is doubtful. 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 is generally 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. In 2005 and 2004, the amount of interest income that would have been recorded
on non-accrual loans had they been current was $2.8 million and $1.7 million, respectively.

Properties that are acquired through foreclosure are classified as �other real estate owned,� and recorded at the lower of the unpaid principal
balance or fair value at the date of acquisition, less the estimated cost of selling the property at that time. At December 31, 2005, other real estate
owned consisted of four properties totaling $1.3 million, as compared to three properties totaling $566,000 at December 31, 2004.

It is our policy to require an appraisal of such properties shortly before foreclosure and to re-appraise the properties on an as-needed basis until
they are sold. We dispose of such properties as quickly and prudently as possible, given current market conditions and the condition of the
property. Other real estate owned is generally titled in the name of a wholly-owned bank subsidiary, which manages the property while it is
being offered for sale. We are currently in the process of marketing the four properties acquired by foreclosure at prices that exceed their
respective carrying values, and therefore do not expect to incur a loss of principal when such properties are sold.
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The $21,000 of charge-offs we recorded in 2005, as well as the $236,000 of charge-offs we recorded in the prior year�s fourth quarter, consisted
entirely of consumer and unsecured loans that had been acquired in merger transactions. Prior to the fourth quarter of 2004, we recorded no net
charge-offs for forty consecutive quarters, beginning in the fourth quarter of 1994. While the quality of the loan portfolio has been due in part to
the relative strength of our local economy and real estate market, it also stands as a testament to the strength of our credit standards, and the
consistency with which we have adhered to these standards while growing our loan portfolio.
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In the case of multi-family and commercial real estate loans, we look first at the consistency of the cash flows being generated to determine the
property�s economic value, and then at the market value of the property that collateralizes the loan. The amount of the loan is then based on the
lower of the two values, with the economic value being the value more typically used.

The condition of the collateral property is another critical factor. Every multi-family building and commercial real estate property is inspected
from rooftop to basement as a prerequisite to approval by executive management and the Mortgage or Credit Committee, as applicable. In
addition, a member of the Mortgage or Credit Committee participates in inspections on every multi-family loan in excess of $3.0 million.
Similarly, a member of the Mortgage or Credit Committee participates in inspections on every commercial real estate loan in excess of $2.0
million. Furthermore, independent appraisers, whose appraisals are carefully reviewed by our experienced in-house appraisal officers, perform
appraisals on every multi-family and commercial real estate property.

In addition, the loans we make have been brought to us by a select group of mortgage brokers who are familiar with our credit standards and
have worked with our lending officers over the course of ten or more years.

To further minimize credit risk, our lending policies limit the amount of credit granted to any one borrower and require a minimum debt service
coverage ratio of 120%. Although we typically will lend up to 80% of the appraised value on multi-family buildings and up to 75% on
commercial properties, the average loan-to-value ratio of such credits at December 31, 2005 was considerably lower, amounting to 61.1% and
57.8%, respectively. Exceptions to these loan-to-value limitations may be made on a case-by-case basis, and require the approval of the
Mortgage Committee or Credit Committee, as applicable.

The construction loan portfolio also reflects Board involvement, with a member of the pertinent committee participating in inspections on every
loan exceeding $2.0 million, and every construction loan requiring the approval of the Mortgage or Credit Committee, as applicable. The loans
in this portfolio have been stringently underwritten, and are primarily made to well-established builders who have worked with us or our merger
partners in the past. We typically will lend up to 75% of the estimated market value, and up to 80% in the case of home construction loans to
individuals. With respect to commercial construction loans, which are not our primary focus, we typically will lend up to 65% of the estimated
market value of the property.

Credit risk is also reduced through the loan disbursement process. Loan proceeds are disbursed periodically in increments as construction
progresses, and as warranted by inspection reports provided to us by our own lending officers and/or consulting engineers.

As a result of the Long Island Financial transaction, we have increased our production of commercial business loans. Such loans are typically
underwritten on the basis of the cash flows produced by the business, and are generally collateralized by such business assets as inventory,
equipment, and accounts receivable. As a result, the capacity of the borrower to repay is substantially dependent on the degree to which the
business is successful. Furthermore, the collateral underlying the loans may depreciate over time, may not be conducive to appraisal, and may
fluctuate in value, based upon the business� results. Accordingly, personal guarantees are also a normal requirement for commercial business
loans.

Our loan portfolio has been deliberately structured to reduce our exposure to both credit and interest rate risk. The vast majority of the loans in
our portfolio are intermediate-term credits, with multi-family and commercial real estate loans typically repaying or refinancing within three to
five years of origination, and the duration of construction loans ranging up to 36 months, with 18 to 24 months more the norm. All three types of
mortgage loans have a solid performance record, with no losses on principal recorded for more than 25 years in the case of our multi-family
credits and more than ten years in the case of our commercial real estate and residential subdivision construction loans. Furthermore, our
multi-family loans are largely secured by rent-regulated buildings, which tend to maintain a high level of occupancy, even in difficult economic
times.
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Historically, our portfolios of multi-family, commercial real estate, and construction loans have outperformed our one-to-four family credits;
accordingly, we have been originating one-to-four family loans on a pass-through basis, selling them to a third-party conduit shortly after
closing, without recourse. To further reduce our exposure to the credit risk inherent in such assets, we sold $170.7 million of one-to-four family
loans from our portfolio in the second quarter of 2005.
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The procedures we follow with respect to delinquent loans are consistent across all categories, with a late charge being assessed after fifteen
days of delinquency, and a notice mailed the same day. We then attempt to reach the borrower by telephone to ascertain the reasons for
delinquency and the prospects for repayment. When contact is made with a borrower at any time prior to foreclosure, we attempt to obtain full
payment, and will also work out a repayment schedule to avoid foreclosing on the property.

While we strive to originate loans that will perform fully, the absence of delinquencies or losses cannot be guaranteed. The ability of a borrower
to fulfill his or her obligations may be impacted by various factors, including a change in personal circumstances or a downturn in local real
estate values or the economy. To minimize the impact of credit risk, we maintain coverage through an allowance for loan losses, which may be
increased through the provision for loan losses charged to operations, or reduced through charge-offs or reversals.

At December 31, 2005, our consolidated allowance for loan losses totaled $79.7 million, as compared to $78.1 million at December 31, 2004.
The Long Island Financial transaction contributed $1.7 million to the year-end 2005 balance, which also reflected the $21,000 of charge-offs
recorded during the year. Although Long Island Financial had an allowance for loan losses of $4.9 million at the time of the transaction, $3.2
million of this amount was subtracted from the balance of loans acquired, in accordance with American Institute of Certified Public Accountants
(�AICPA�) Statement of Position (�SOP�) 03-3, �Accounting for Certain Loans or Debt Securities Acquired in a Transfer.� At December 31, 2005 and
2004, our consolidated allowance for loan losses represented 0.47% and 0.58%, respectively, of total loans and 289.17% and 277.31%,
respectively, of non-performing loans.

The manner in which the allowance for loan losses is established, and the assumptions made in that process, are considered critical to our
financial condition and results. Such assumptions are based on judgments that are difficult, complex, and subjective, regarding various matters
of inherent uncertainty. Accordingly, the policies that govern our assessment of the allowance for loan losses are considered �Critical Accounting
Policies� and are discussed under that heading earlier in this report.
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The following table presents information regarding the consolidated allowance for loan losses and non-performing assets at each year-end in the
five years ended December 31, 2005:

Asset Quality Analysis

At December 31,

(dollars in thousands)
2005 2004 2003 2002 2001

Allowance for Loan Losses:
Balance at beginning of year $ 78,057 $ 78,293 $ 40,500 $ 40,500 $ 18,064
Allowance acquired in merger transactions 1,669 �  37,793 �  22,436
Charge-offs (21) (236) �  �  �  

Balance at end of year $ 79,705 $ 78,057 $ 78,293 $ 40,500 $ 40,500

Non-performing Assets:
Non-accrual mortgage loans $ 15,551 $ 23,567 $ 32,344 $ 11,915 $ 10,604
Other non-accrual loans 1,338 4,581 1,994 �  �  
Loans 90 days or more delinquent and still accruing interest 10,674 �  �  4,427 6,894

Total non-performing loans 27,563 28,148 34,338 16,342 17,498
Other real estate owned 1,294 566 92 175 249

Total non-performing assets $ 28,857 $ 28,714 $ 34,430 $ 16,517 $ 17,747

Ratios:
Non-performing loans to total loans 0.16% 0.21% 0.33% 0.30% 0.33%
Non-performing assets to total assets 0.11 0.12 0.15 0.15 0.19
Allowance for loan losses to non-performing loans 289.17 277.31 228.01 247.83 231.46
Allowance for loan losses to total loans 0.47 0.58 0.75 0.74 0.76

We had no �troubled debt restructurings,� as defined in Statement of Financial Accounting Standards (�SFAS�) No. 15, �Accounting by Debtors and
Creditors for Troubled Debt Restructurings,� at any of the dates presented in the preceding table.

Based upon all relevant and presently available information, management believes that the current allowance for loan losses is adequate.

51

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

96



The following table sets forth the allocation of the consolidated allowance for loan losses at each year-end in the five years ended December 31,
2005:

Summary of the Allowance for Loan Losses

2005 2004 2003 2002 2001

(dollars in thousands)
Amount

Percent of
Allowance

to Total
Allowance Amount

Percent of
Allowance

to Total
Allowance Amount

Percent of
Allowance

to Total
Allowance Amount

Percent of
Allowance

to Total
Allowance Amount

Percent of
Allowance

to Total
Allowance

Mortgage Loans:
Multi-family $ 44,336 55.62% $ 41,717 53.44% $ 32,130 41.04% $ 25,433 62.80% $ 21,361 52.74%
Commercial real estate 23,379 29.33 20,434 26.18 18,859 24.09 7,016 17.32 8,150 20.12
Construction 8,281 10.39 9,770 12.52 11,903 15.20 2,104 5.20 3,489 8.62
One-to-four family 1,304 1.64 2,954 3.78 5,462 6.98 2,763 6.82 6,084 15.02
Other loans 2,405 3.02 3,182 4.08 9,939 12.69 3,184 7.86 1,416 3.50

Total loans $ 79,705 100.00% $ 78,057 100.00% $ 78,293 100.00% $ 40,500 100.00% $ 40,500 100.00%

The preceding allocation is based upon an estimate of various factors, as discussed in �Critical Accounting Policies� earlier in this report. A
different allocation methodology may be deemed to be more appropriate in the future.
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Securities

While the growth of the loan portfolio was essential to enhancing our mix of assets, the reduction of the securities portfolio was equally vital to
the achievement of this goal. Accordingly, securities declined $1.4 billion, or 20.4%, year-over-year to $5.6 billion at December 31, 2005 and
represented 21.4% of total assets, as compared to 29.5% at December 31, 2004. Although the year-end 2005 total was boosted by the acquisition
of available-for-sale securities totaling $234.6 million in the Long Island Financial transaction, this amount was substantially offset by
repayments totaling $1.2 billion and sales totaling $518.3 million over the course of the year. These cash flows represented a significant source
of funding for the growth of the loan portfolio in 2005.

The investment policies of the Company and the Banks are established by the respective Boards of Directors and implemented by their
respective Investment Committees, in concert with the Asset and Liability Management Committee of the Company. The Investment
Committees generally meet quarterly or on an as-needed basis to review the portfolios and specific securities transactions; in addition, the
securities portfolios are reviewed monthly by the Board of Directors of the Company as a whole. In addition, the policies guiding the Company�s
and the Banks� investments are reviewed at least annually by the respective Investment Committees, as well as by the respective Boards. While
the policies permit investment in various types of liquid assets, neither the Company nor the Banks currently maintain a trading portfolio.

The types of investments permitted under the investment policies of the Company and the Banks include mortgage-related securities issued and
backed by FNMA, the Federal Home Loan Mortgage Corporation (�FHLMC�), and Ginnie Mae (�GNMA�) (collectively, Government-sponsored
Enterprises or �GSEs�), and collateralized mortgage obligations (�CMOs�) (collectively, �mortgage-related securities�); as well as U.S. Government
agency obligations, municipal bonds, corporate debt obligations (including capital trust notes), and corporate equities (collectively, �other
securities�).

While the investment policies of the Company and the Banks permit investment in CMOs issued or sponsored by private issuers, such
investments are limited to low-risk securities rated not less than �AA� by at least two nationally recognized rating agencies, and having an average
life of seven years or less. Furthermore, the credit ratings of the CMOs in our portfolios are monitored on a regular basis. Our investment
policies prohibit the purchase of higher-risk CMOS, defined as those which exhibit significantly greater volatility with regard to estimated
average life and price relative to interest rates as compared with standard 30-year fixed-rate securities.

At December 31, 2005, the U.S. Government agency obligations in our portfolios primarily consisted of fixed- and adjustable-rate callable
debentures that are generally callable after one year and in three-month intervals thereafter. Capital trust notes primarily consist of notes issued
by financial institutions. Such investments represent secondary capital and rank subordinate and junior in right of payment to all indebtedness of
the issuing company. The equity securities in our portfolios consist of common and preferred stock of U.S. companies; the preferred stock is
redeemable by the issuer, generally after an initial holding period. We benefit from our investment in such stocks due to the tax deductions we
receive in connection with the dividends paid by the corporate issuers on such securities.

Depending on management�s intent at the time of purchase, securities are classified as �available for sale� or as �held to maturity.� While
available-for-sale securities are intended to generate earnings, they also represent a significant source of cash flows and liquidity for future loan
production and for general operating activities. Held-to-maturity securities also serve as a source of earnings and generate cash flows, although
they are less liquid than available-for-sale securities.

Available-for-sale securities represented $2.4 billion, or 42.2%, of total securities at December 31, 2005, and were down $728.9 million, or
23.5%, from the balance recorded at December 31, 2004, notwithstanding the addition of the Long Island Financial portfolio. Mortgage-related
securities accounted for $2.0 billion and $2.9 billion, respectively, of the year-end 2005 and 2004 totals, while other securities represented the
remaining $411.4 million and $207.1 million, respectively. Reflecting the rise in market interest rates over the twelve-month period, the after-tax
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net unrealized loss on securities available for sale equaled $43.4 million at December 31, 2005 and $20.4 million at December 31, 2004; these
amounts are recorded as a component of stockholders� equity at the respective year-ends.
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Held-to-maturity securities declined $714.6 million, or 18.0%, year-over-year, to $3.3 billion, and represented 57.8% of total securities at
December 31, 2005. Mortgage-related securities accounted for $1.6 billion and $2.2 billion of the year-end 2005 and 2004 totals, while other
securities accounted for $1.7 billion and $1.8 billion, respectively. Included in the latter amounts were U.S. Government agency obligations of
$1.2 billion and $1.3 billion, respectively; the remainder of the respective balances consisted of capital trust notes, corporate bonds, and
preferred stock.

At December 31, 2005, the estimated weighted average life of the available-for-sale securities portfolio was 4.3 years; the estimated weighted
average life of the held-to-maturity securities portfolio was 4.9 years at that date. The mortgage-related securities in the two portfolios,
combined, had an expected weighted average estimated life of 3.7 years, and a market value of approximately $3.5 billion.

Other Investments

Bank-owned Life Insurance (�BOLI�)

At December 31, 2005, the Company had a $525.0 million investment in BOLI, as compared to $495.8 million at December 31, 2004. The
increase reflects the $8.1 million of BOLI acquired in the Long Island Financial transaction and an increase in the cash surrender value of the
underlying policies. The purchase of the BOLI policies (which was intended to offset future employee benefit costs) and the related increase in
cash surrender value are included in �other assets� in the Consolidated Statements of Condition, and the income generated by the increase in the
cash surrender value is included in �other non-interest income� in the Consolidated Statements of Income and Comprehensive Income.

Real Estate Joint Venture

In connection with the Roslyn merger, we acquired an investment in a real estate joint venture for the development of a 177-unit residential golf
course community in Mount Sinai, New York. An initial investment of $25.0 million was made in 2002 (i.e., prior to the merger), and an
additional investment of $11.9 million was made in 2005. These investments, which were made by a subsidiary, Mt. Sinai Ventures, LLC, are
classified as �other assets� in the Consolidated Statements of Condition. Both the original and subsequent investment earn a preferred return of
1.0% over the prime rate of interest, while also providing a 50% share of the residual profits. We recognize income from the joint venture as
each unit is delivered to the homeowner. The joint venture began delivering units during the first quarter of 2004; at December 31, 2005, 140 of
the 177 units had been delivered.

Goodwill and Core Deposit Intangibles (�CDI�)

We recorded goodwill of $2.0 billion at December 31, 2005, up $29.3 million from the balance recorded at December 31, 2004. Although the
Long Island Financial transaction contributed goodwill of $42.4 million to the year-end total, the increase was offset by purchase accounting
adjustments totaling $13.1 million related to the Roslyn merger. Core deposit intangibles (�CDI�) totaled $86.5 million at year-end 2005, including
$10.7 million stemming from the Long Island Financial transaction that will be amortized over a period of ten years on an accelerated basis
beginning in the first quarter of 2006. The remainder of the balance reflects the CDI stemming from our mergers with Roslyn Bancorp, Inc.
(�Roslyn�) and Richmond County Financial Corp. (�Richmond County�).

Sources of Funds
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On a stand-alone basis, the Company has four primary funding sources for the payment of dividends, share repurchases, and other corporate
uses: dividends paid to the Company by the Banks; capital raised through the issuance of debt instruments; capital raised through the issuance of
stock; and repayments of, and income from, investment securities.

In 2005, the growth of our loan portfolio was funded by the Community Bank, which has four primary funding sources: principal repayments
and interest on loans; cash flows from securities repayments and sales; deposits; and wholesale borrowings in the form of FHLB-NY advances
and repurchase agreements. In 2006, the Commercial Bank will complement these funding sources with comparable sources of funds.
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The cash flows from loan repayments totaled $2.7 billion in 2005, while the cash flows from securities totaled $1.7 billion, including repayments
of $1.2 billion and sales of $518.3 million, as previously discussed.

Deposits

We offer an extensive menu of depository accounts featuring a range of terms and rates of interest, including certificates of deposit (�CDs�), as
well as savings accounts, NOW and money market accounts, and non-interest-bearing demand deposit accounts (collectively, �core deposits�).
Reflecting a combination of organic growth, the benefit of the Long Island Financial transaction, and the use of brokered deposits, total deposits
rose $1.7 billion, or 16.4%, year-over-year to $12.1 billion at December 31, 2005. CDs represented $5.2 billion of the year-end 2005 balance,
signifying a $1.5 billion, or 39.8%, increase, while core deposits represented $6.9 billion, signifying an increase of $208.1 million, or 3.1%.

While the Long Island Financial transaction accounted for $78.7 million of the increase, the growth in CDs largely reflects the success of our
efforts to expand and diversify our sources of funds over the course of the year. In the first quarter of 2005, we established a Premier Banking
Group to attract deposits from developers and property owners; in the second quarter, we introduced myBankingDirect.com, an online banking
service, to attract deposits from within and beyond our local marketplace. In the third quarter of 2005, we launched a gift campaign to attract and
lock in long-term funds at attractive rates of interest. The campaign was extended through the fourth quarter of the year.

While a year-over-year decline in savings accounts tempered the growth in core deposits, the year-end balance reflects the benefit of the Long
Island Financial transaction, which contributed core deposits of $347.2 million, including NOW and money market accounts of $145.0 million,
savings accounts of $102.6 million, and non-interest-bearing accounts of $99.6 million. In addition, the level of core deposits at year-end 2005
reflects our use of brokered deposits to fund the growth of the loan portfolio.

Included in core deposits at December 31, 2005, were $3.6 billion of NOW and money market accounts, signifying a year-over-year increase of
$726.8 million, and $845.9 million of non-interest-bearing accounts, signifying a year-over-year increase of $106.7 million. These increases
were partly offset by a $625.3 million decline in savings accounts to $2.4 billion, as customers took advantage of the substantial rise in
short-term rates of interest to transfer funds into higher-yielding CDs and money market accounts. Included in the year-end balance of NOW and
money market accounts were brokered deposits totaling $1.4 billion. Depending on market conditions, we accept such deposits to support our
loan production and to manage our interest rate risk.

The Commercial Bank offers a range of savings, NOW accounts, money market accounts, and CDs, at competitive rates of interest to businesses
and consumers, and solicits deposit relationships from government institutions located throughout the region we serve. In addition, the
Commercial Bank offers a variety of cash management and demand deposit products, as well as Individual Retirement Accounts and other
qualified plan accounts. The Commercial Bank currently does not accept brokered deposits.

CDs in excess of $100,000 are accepted by both the Community Bank and the Commercial Bank, and typically feature preferential rates of
interest.

Our ability to attract and retain deposits depends on various factors, with competition, industry consolidation, and the level of short-term interest
rates at the top of the list. We vie for deposits and customers by placing an emphasis on convenience and service, with 139 Community Bank
locations, 12 Commercial Bank locations, and 159 24-hour ATMs. Our customers also have 24-hour access to their accounts through our
bank-by-phone service, and through our web site, www.myNYCB.com.
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In addition to 89 traditional branches and three customer service centers, our Community Bank has 47 branches that are located in-store. Our
in-store branches represent the largest supermarket banking franchise in the New York metropolitan region, and one of the largest in the
Northeast. Because of their proximity to our traditional Community Bank branches, our in-store branches enable us to offer 70 to 80 hours of
service a week, in many of the communities we serve. This service model is a key component of our efforts to attract and maintain deposits in a
highly competitive marketplace.
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We also compete by providing a broad selection of traditional banking products, complemented by an extensive menu of alternative financial
services. In addition to checking and savings accounts, CDs, and IRAs, we offer a variety of third-party investment products, including
insurance, annuities, and mutual funds. In addition, our practice of originating loans through a third-party mortgage provider enables us to offer
our customers a multitude of one-to-four family mortgage and home equity loans.

As a result of these factors, as well as the benefit of our significant community presence, the Community Bank is the second largest thrift
depository in Richmond, Nassau, and Queens Counties, with market shares of 21.1%, 9.1%, and 8.2%, respectively. The Community Bank also
enjoys a significant share of deposits in several other densely populated markets, including 14.7% of deposits in Bayonne, New Jersey. (Market
share information was provided by SNL Financial and is based on deposits held at June 30, 2005.)

Borrowed Funds

Borrowed funds totaled $10.5 billion and $10.1 billion, respectively, at December 31, 2005 and 2004, and consisted of wholesale borrowings, in
the form of FHLB-NY advances and repurchase agreements, as well as junior subordinated debentures, senior debt, and preferred stock of
subsidiaries.

The Community Bank and the Commercial Bank are members of the FHLB-NY, and each of them has a line of credit with the FHLB-NY.
Pursuant to a blanket collateral agreement, our FHLB-NY advances and overnight line-of-credit borrowings are secured by a pledge of certain
eligible collateral, including loans, securities, and equity shares in certain of our subsidiaries.

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. Our repurchase agreements are collateralized by U.S. Government agency obligations and mortgage-related
securities, and may be entered into with the FHLB-NY or with a select number of Wall Street brokerage firms. The brokerage firms we utilize
are subject to an ongoing financial review to ensure that we borrow funds only from those dealers whose financial strength will minimize the
risk of principal loss due to default. This review is performed internally and/or by qualified third parties. In addition, a Public Securities
Association Master Repurchase Agreement must be executed and on file for each brokerage firm we use.

At December 31, 2005, we recorded wholesale borrowings of $9.7 billion, representing a modest increase from $9.3 billion at December 31,
2004. FHLB-NY advances represented $5.4 billion and $3.4 billion, respectively, of the year-end 2005 and 2004 totals, while repurchase
agreements represented $4.3 billion and $5.9 billion, respectively. The level of wholesale borrowings largely reflects our use of such funds to
support the record volume of loan production. In addition, the Long Island Financial transaction contributed $71.0 million to the balance of
wholesale borrowings at December 31, 2005.

The modest rise in wholesale borrowings is also indicative of our year-long emphasis on diversifying our funding sources to reduce our exposure
to interest rate risk in a rising rate environment. In further support of this objective, we extended $2.5 billion of wholesale borrowings to an
average call date of two years with an average cost of 3.48% over the course of 2005.

In addition to wholesale borrowings, the year-end 2005 balance of borrowed funds included junior subordinated debentures of $454.2 million (of
which $8.4 million were acquired in the Long Island Financial transaction) and other borrowings, consisting of senior debt and preferred stock
of subsidiaries, of $357.1 million. At December 31, 2004, these funding sources totaled $446.1 million and $361.5 million, respectively.
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In the second quarter of 2003, the Company entered into four interest rate swap agreements, which are reflected in the balance of junior
subordinated debentures at December 31, 2005. Please see Note 8 to the Consolidated Financial Statements, �Borrowed Funds,� in Item 8,
�Financial Statements and Supplementary Data,� for a further discussion of these agreements, which were designated and accounted for as �fair
value hedges� aggregating a notional value of $65.0 million at year-end 2005.
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Liquidity, Contractual Obligations and Off-balance-sheet Commitments, and Capital Position

Liquidity

We manage our liquidity to ensure that cash flows are sufficient to support our operations, and to compensate for any temporary mismatches
between sources and uses of funds caused by erratic loan and deposit demand.

As discussed under �Sources of Funds,� the loans we produce are funded through four primary sources: (1) the deposits we gather through our
extensive branch network, our web site, and our online banking service; (2) the cash flows produced through securities repayments and sales,
and the interest income generated by the securities portfolio; (3) principal repayments and interest on loans; and (4) borrowed funds, primarily in
the form of wholesale borrowings.

While borrowed funds and the scheduled amortization of securities and loans are generally more predictable funding sources, deposit flows and
loan and securities prepayments are less predictable in nature, as they are subject to external factors beyond management�s control. Among these
are changes in the economy and local real estate values, competition from other financial institutions, and changes in short- and
intermediate-term interest rates.

As previously discussed, our principal investing activity is mortgage loan production, with a primary focus on multi-family lending
complemented by the origination of commercial real estate and construction loans. In 2005, a significant portion of the funding for loan
production stemmed from securities repayments and sales, as we continued the repositioning of the balance sheet that began in the second
quarter of 2004.

The impact of the repositioning is reflected in the Consolidated Statements of Cash Flows. In 2005, the net cash used in investing activities
totaled $1.8 billion, with the proceeds from securities repayments and sales totaling $1.7 billion, and loan repayments and sales generating
proceeds of $3.0 billion, combined. These sources of funds were deployed into mortgage loan production, with $6.3 billion of loans originated
over the course of the year.

The net cash provided by financing activities in 2005 totaled $1.3 billion, reflecting both a $1.3 billion net increase in cash flows from deposits
and a $306.6 million net increase in borrowed funds. These items were partly offset by the allocation of $261.1 million for the payment of cash
dividends and $1.2 million for share repurchases.

Our investing and financing activities were supported by internal cash flows generated by our operating activities. In 2005, the net cash provided
by operating activities totaled $454.2 million.

We monitor our liquidity on a daily basis to ensure that sufficient funds are available to meet our financial obligations, including withdrawals
from depository accounts, outstanding loan commitments, operating leases, and the payment of long-term debt. Our most liquid assets are cash
and cash equivalents, which totaled $231.8 million at December 31, 2005. Additional liquidity stems from our portfolio of available-for-sale
securities, which totaled $2.4 billion, and from the Banks� approved lines of credit with the FHLB-NY.
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CDs due to mature in one year or less from December 31, 2005 totaled $4.0 billion. Our ability to retain these CDs and to attract new deposits
depends on numerous factors, including customer satisfaction levels, the types of products offered, and the competitiveness of our interest rates.

At December 31, 2005, we had a $525.0 million investment in BOLI for which we receive preferential tax treatment. As distributions are made
only upon the death of an insured individual in accordance with the underlying policy, the cash flows produced by our BOLI investment are not
predictable.

In 2005, the primary sources of funds for the Company on an unconsolidated basis (the �Parent Company�) included dividend payments from the
Community Bank and sales and maturities of investment securities. The ability of the Community Bank and the Commercial Bank to pay
dividends and other capital distributions to the Parent Company is generally limited by New York State banking law and regulations, and by
regulations of the FDIC. In addition, the New York State Superintendent of Banks (the �Superintendent�), the FDIC, and the Federal Reserve
Bank, for reasons of safety and soundness, may prohibit the payment of dividends that are otherwise permissible by regulation.
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Under New York State Banking Law, a New York State-chartered stock-form savings bank or commercial bank may declare and pay dividends
out of its net profits, unless there is an impairment of capital stock. However, the approval of the Superintendent is required if the total of all
dividends declared in a calendar year would exceed the total of a bank�s net profits for that year, combined with its retained net profits for the
preceding two years (subject to certain adjustments). As of December 31, 2005, the Community Bank and the Commercial Bank had combined
dividends or capital distributions of $540.9 million they could pay to the Parent Company without regulatory approval, and the Parent Company
had $24.5 million of securities available for sale and $22.0 million in cash and cash equivalents. Were either of the Banks to apply to the
Superintendent for a dividend or capital distribution in excess of the dividend amounts permitted under the regulations, no assurances could be
made that said application would be approved by the regulatory authorities.

Contractual Obligations and Off-balance-sheet Commitments

In the normal course of business, we enter into a variety of contractual obligations in order to manage our assets and liabilities, fund loan
growth, operate our branch network, and address our capital needs.

To fund the growth of our loan portfolio, we offer CDs to our customers under contract, and borrow funds under contract from the FHLB-NY
and various Wall Street brokerage firms. These contractual obligations are reflected in the Consolidated Statements of Financial Condition under
�deposits� and �borrowed funds,� respectively. At December 31, 2005, we recorded total CDs of $5.2 billion and had total long-term debt of $10.4
billion.

We also are obligated under a number of non-cancelable operating leases on the buildings and land we use in operating our branch network and
our back-office functions. These obligations are not included on the Consolidated Statements of Condition and totaled $105.6 million at
December 31, 2005.

The following table sets forth the maturity profile of the aforementioned contractual obligations, and also includes our obligation to pay $400.0
million in cash for the acquisition of all the outstanding capital stock of Atlantic Bank.

Contractual Obligations

(in thousands)
Long-term Debt (1)

Operating
Leases

Certificates of
Deposit

Pending
Acquisition of
Atlantic Bank

Under one year $  1,391,080 $ 14,028 $ 4,007,206 $400,000
One to three years 2,053,444 23,933 962,724 �  
Three to five years 1,717,034 19,743 188,070 �  
More than five years 5,285,012 47,900 89,029 �  

Total $10,446,570 $ 105,604 $ 5,247,029 $400,000

(1) Includes FHLB advances, repurchase agreements, junior subordinated debentures, preferred stock of subsidiaries, and senior debt.
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We had no contractual obligations to purchase loans or securities at December 31, 2005.

In addition to our contractual obligations, we have significant commitments to extend credit in the form of mortgage and other loan originations.
These off-balance-sheet commitments consist of agreements to extend credit as long as there is no violation of any condition established in the
contract under which the loan is made. Commitments generally have fixed expiration dates or other termination clauses and may require
payment of a fee.

At December 31, 2005, commitments to originate mortgage loans amounted to $1.9 billion, with commitments to originate other loans
amounting to $45.4 million, by comparison. All of our loan commitments were expected to be funded within 90 days of that date.
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At December 31, 2005, we also had off-balance-sheet commitments to issue $12.5 million of performance and financial stand-by letters of
credit. Performance stand-by letters of credit are primarily issued for the benefit of local municipalities on behalf of certain of our borrowers.
These borrowers are mainly developers of residential subdivisions with whom we currently have a lending relationship. Performance stand-by
letters of credit obligate us to make payments in the event that a specified third party fails to perform under non-financial contractual obligations.
Financial stand-by letters of credit primarily are issued for the benefit of other financial institutions, on behalf of certain of our current
borrowers, and obligate us to guarantee payment of a specified financial obligation.

The following table sets forth our off-balance-sheet commitments relating to outstanding loan commitments and stand-by letters of credit at
December 31, 2005:

(in thousands)
Mortgage Loan Commitments:
Multi-family loans $ 1,038,644
Commercial real estate loans 80,746
Construction loans 675,560
1-4 family loans 64,248

Total mortgage loan commitments $ 1,859,198
Other loan commitments 45,399

Total loan commitments $ 1,904,597
Financial and performance stand-by letters of credit 12,490

Total commitments $ 1,917,087

Based upon the strength of our liquidity position, which is expected to be enhanced by the Atlantic Bank transaction, we expect that our funding
will be sufficient to fulfill these obligations and commitments when they are due.

Capital Position

We manage our capital to enhance shareholder value and to enable management to act opportunistically in a changing marketplace. To this end,
we distributed dividends totaling $261.1 million in 2005, reflecting the declaration of a $0.25 per share dividend in all four quarters, and issued
3.6 million shares of Company common stock totaling $66.1 million for the acquisition of Long Island Financial on December 30, 2005.

Reflecting these actions, as well as share repurchases totaling $1.2 million, we recorded total stockholders� equity of $3.3 billion at December 31,
2005, an increase of $138.5 million from the balance recorded at December 31, 2004. The year-end 2005 amount was equivalent to 12.65% of
total assets, and a book value of $12.43 per share based on 267,594,393 shares. The year-end 2004 amount was equivalent to 13.26% of total
assets, and a book value of $12.23 per share based on 260,533,784 shares.

We calculate book value per share by subtracting the number of unallocated ESOP shares at the end of the period from the number of shares
outstanding at the same date and dividing our total stockholders� equity by that amount. At December 31, 2005, we had 269,776,791 shares
outstanding, as compared to 265,190,635 at December 31, 2004. Included in the respective amounts were unallocated ESOP shares of 2,182,398
and 4,656,851. We calculate book value per share in this manner to be consistent with our calculations of basic and diluted earnings per share,
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both of which exclude unallocated ESOP shares from the number of shares outstanding in accordance with SFAS No. 128, �Earnings per Share.�
Please see �book value per share� in the Glossary, earlier in this report.

Excluding goodwill and CDI from total stockholders� equity, we recorded tangible stockholders� equity of $1.3 billion at December 31, 2005, a
$110.2 million increase from the balance recorded at December 31, 2004. The year-end 2005 amount represented 5.19% of tangible assets, while
the December 31, 2004 amount represented 5.21%. Excluding net unrealized losses on securities of $55.9 million and $40.7 million, the ratio of
adjusted tangible stockholders� equity to adjusted tangible assets equaled 5.41% and 5.39%, respectively, at December 31, 2005 and 2004. The
increase in tangible stockholders� equity reflects the net income generated by the Company in
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2005, which totaled $292.1 million, and additional contributions to tangible stockholders� equity of $62.1 million. These contributing factors
served to offset the funds expended for dividend distributions. Please see the reconciliations of stockholders� equity and tangible stockholders�
equity, total assets and tangible assets, and the related ratios that appear earlier in this report.

Consistent with our longstanding record of capital strength, the level of stockholders� equity at December 31, 2005 was more than sufficient to
exceed the minimum federal requirements for a bank holding company. The following table sets forth our total risk-based, Tier 1 risk-based, and
leverage capital amounts and ratios at December 31, 2005 and 2004, and the respective minimum regulatory requirements, which are considered
on a consolidated basis:

Regulatory Capital Analysis

At December 31, 2005 Actual
Minimum

Requirement

(dollars in thousands)
Amount Ratio Ratio

Total risk-based capital $ 2,074,611 15.23% 8.00%
Tier 1 risk-based capital 1,941,906 14.26 4.00
Leverage capital 1,941,906 8.34 4.00

At December 31, 2004 Actual
Minimum

Requirement

(dollars in thousands)
Amount Ratio Ratio

Total risk-based capital $ 1,948,826 16.43% 8.00%
Tier 1 risk-based capital 1,779,269 15.00 4.00
Leverage capital 1,779,269 8.20 4.00

On March 1, 2005, the Federal Reserve Board adopted a final rule allowing the limited inclusion of trust preferred securities in the Tier 1 capital
of bank holding companies to continue. Under this rule, trust preferred securities and other elements of restricted core capital will be subject to
stricter quantitative limits. It is currently management�s expectation that our regulatory capital ratios will continue to exceed the minimum levels
required despite the stricter quantitative limits applied under the final rule.

The capital strength of the Company is paralleled by the solid capital position of the Banks. At December 31, 2005, the capital ratios for the
Community Bank and the Commercial Bank continued to exceed the minimum levels required for classification as a �well capitalized� institution
under the FDIC Improvement Act, as further discussed in Note 16 to the Consolidated Financial Statements, �Regulatory Matters,� in Item 8,
�Financial Statements and Supplementary Data.�

RESULTS OF OPERATIONS: 2005 and 2004 COMPARISON
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Earnings Summary

As noted in the Executive Summary which introduced this discussion and analysis of our financial condition and results of operations, our
primary source of income is net interest income, which is supplemented by non-interest income in a variety of forms.

Net interest income is the difference between the interest income we generate on the loans we produce and the securities we invest in (i.e., our
interest-earning assets), and the interest expense we generate on our deposits and borrowed funds (i.e., our interest-bearing liabilities). In 2005,
the level of net interest income we produced was negatively impacted by the significant rise in short-term rates, which drove our cost of funds
upwards, and outpaced the more modest rise in the five-year CMT, which limited the yield on our loans. In addition, the comparatively low level
of market interest rates inhibited multi-family and commercial real estate loan refinancing, resulting in a reduction in prepayment penalties. As a
result of these factors, our net interest income declined $209.3 million in 2005 to $572.0 million, while our net interest margin contracted 97
basis points to 2.64%.

The decline in net interest income was partly offset by the non-interest income we recorded, which contrasted with a non-interest loss in the
prior year. In 2004, we recorded a non-interest loss of $44.2 million, reflecting the pre-tax impact of the aforementioned loss on the
other-than-temporary impairment of certain FNMA securities, and the more significant pre-tax impact of the aforementioned repositioning
charge. In 2005, we recorded non-interest income of $121.1 million, including fee income of $56.0 million, which was down $2.3 million from
the year-earlier level, and other income of $56.0 million, which was up $3.9 million year-over-year. Included in the latter amount was a $2.7
million gain on the bulk sale of one-to-four family loans in the second quarter, as
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well as an increase in income from our investment in BOLI and PBC. In 2005, these ongoing sources of non-interest income were supplemented
by net securities gains of $3.0 million and a net gain of $6.0 million on the sale of certain bank-owned properties.

In connection with the Long Island Financial transaction, we recorded a pre-tax charge of $36.6 million in operating expenses to reflect the
merger-related allocation of ESOP shares. On an after-tax basis, the merger-related charge amounted to $34.0 million, or $0.13 per diluted share.
Largely reflecting the merger-related charge, operating expenses rose $43.0 million year-over-year to $236.6 million, including a $40.3 million
increase in compensation and benefits expense to $138.1 million, and a $3.8 million increase in occupancy and equipment expense to $44.4
million. In addition to the merger-related charge, the level of compensation and benefits expense reflects normal salary increases and the
expansion of our branch and back-office staff. The higher level of occupancy and equipment expense reflects enhancements to our branch
network and upgrades to our information technology. These increases were partly offset by year-over-year reductions in the level of general and
administrative and other expenses.

During the year, we also recorded CDI amortization of $11.7 million, representing a $293,000 increase from the year-earlier amount. The
increase was due to the accelerated amortization of the CDI stemming from the sale of certain branches that had been acquired in the Richmond
County merger.

Income tax expense declined $24.3 million year-over-year to $152.6 million, the result of an $87.3 million decline in pre-tax income to $444.7
million, which was partially offset by a rise in the effective tax rate to 34.3% from 33.3%. The higher effective tax rate was due to the
non-deductibility of the merger-related charge in the fourth quarter, and was partly offset by the benefit of a New Markets Tax Credit allocation
awarded in the second quarter of 2005.

Reflecting the combination of revenues and expenses outlined above, we generated 2005 earnings of $292.1 million, or $1.11 per diluted share,
as compared to earnings of $355.1 million, or $1.33 per diluted share, in 2004. The aforementioned merger-related charge accounted for $34.0
million of the reduction in our 2005 earnings, and $0.13 of the reduction in our diluted earnings per share. The earnings recorded in 2004 reflect
the impact of the repositioning charge recorded in the second quarter and the impairment charge recorded in the fourth quarter of the year. These
charges were equivalent to $94.9 million and $5.0 million, respectively, on an after-tax basis, or $0.35 per diluted share and $0.02 per diluted
share.

While the assets and liabilities acquired in the Long Island Financial transaction are reflected in our Consolidated Statement of Condition at the
end of December, the contribution of Long Island Financial to our earnings is not reflected in our 2005 Consolidated Statement of Income and
Comprehensive Income because the transaction was completed on the last business day of the year. Accordingly, the contribution to earnings of
the Long Island Financial transaction did not commence until January 2006.

Net Interest Income

As previously stated, net interest income is our primary source of income. The level of net interest income is 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
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influenced by both the pricing and mix of our interest-earning assets and our interest-bearing liabilities which, in turn, are impacted by various
external factors, including 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.

In this environment, our cost of deposits and wholesale borrowings is largely based on short-term rates of interest, the level of which is driven by
the FOMC. The FOMC reduces, maintains, or increases the target federal funds rate (the rate at which banks borrow from one another), as it
deems necessary, based on its perception of economic trends. From June 30, 2004 through December 31, 2005, the FOMC raised the federal
funds rate 13 times, in 25-basis point increments, to 4.25%, and raised the rate 25 more basis points to 4.50% in January 2006. In contrast, from
June 25, 2003 through June 29, 2004, the federal funds rate was maintained at a 40-year low of 1.00%.

While our cost of funds is largely driven by the FOMC�s actions, the yields generated by our loans and other interest-earning assets are typically
driven by intermediate-term interest rates. Such rates are set by the market and generally vary from day to day. As previously indicated, the
initial pricing of our multi-family and commercial real estate loans is typically based on the five-year CMT, plus a 150-basis point margin. The
CMT ranged from 3.63% at December 31, 2004 to 4.35% twelve months later, after reaching a low of 3.58% on February 9, 2005 and peaking at
4.56% on November 4, 2005. In the previous year, the five-year CMT ranged from 3.25% to 3.63% over the twelve-month period, after peaking
at 4.10% on June 14, 2004.

Reflecting the movement of short- and intermediate-term interest rates, and the resultant flattening of the yield curve, we recorded 2005 net
interest income of $572.0 million, a $209.3 million reduction from the level recorded in 2004. The reduction was the combined result of a $16.5
million decline in interest income and a $192.7 million rise in interest expense, as described below.

Interest Income

In 2005, we recorded interest income of $1.2 billion, a modest 1.4% decline from the prior-year amount. In addition to the low level of market
interest rates, which limited the yields on new loan originations, the level of interest income reflects a decline in prepayment penalties, as the
level of market interest rates discouraged multi-family and commercial real estate loan refinancing activity. In 2005, prepayment penalties
contributed $9.6 million to interest income, as compared to $16.6 million in 2004. The level of interest income in 2005 also reflects the declining
benefit of the mark-to-market adjustments stemming from the Roslyn merger, and the continued shift in our mix of assets, with the cash flows
stemming from the strategic decline in securities funding the growth in loans.

As a result of these factors, the average balance of interest-earning assets rose $68.7 million year-over-year, to $21.7 billion, while the average
yield declined nine basis points to 5.33%. Reflecting the record volume of loans produced, the average balance of loans rose $3.5 billion to
$15.2 billion, offsetting a $3.2 billion decline in the average balance of mortgage-related securities to $4.3 billion, and a $259.5 million decline
in the average balance of other securities to $2.2 billion. The interest income produced by loans rose $176.4 million year-over-year to $834.2
million, the net effect of the 30.3% rise in the average balance and a 16-basis point decline in the average yield to 5.49%. The interest income
produced by mortgage-related securities, meanwhile, declined $185.9 million to $192.9 million, as the drop in the average balance combined
with a 57-basis point decline in the average yield. At the same time, the interest income produced by other securities declined $7.2 million to
$127.9 million, the net effect of the decline in the average balance and a 33-basis point rise in the average yield to 5.91%. The higher yield was
primarily attributable to an increase in the dividend paid on FHLB-NY stock in 2005.

Interest Expense
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Interest expense totaled $583.7 million in 2005, signifying a $192.7 million, or 49.3%, increase from the level recorded in 2004. While the
increase was attributable to a combination of factors, primary among them was the steady rise in short-term interest rates. At 2.82%, our cost of
funds in 2005 was 95 basis points higher than the cost of funds recorded in 2004. The increase in the cost of funds was partly offset by a $200.8
million decline in the average balance of interest-bearing liabilities to $20.7 billion, reflecting the strategic shift in our funding mix. In
connection with our drive to expand and diversify our funding sources, we engaged in a year-long campaign to increase our longer-term retail
deposits, while also accepting brokered deposits to fund the growth of our loan portfolio. As a result, the average balance of interest-bearing
deposits rose $959.7 million year-over-year to $10.4 billion, while the average balance of borrowed funds declined $1.2 billion to $10.3 billion.
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Reflecting a 100-basis point rise in the average cost of such funds, as well as the higher average balance, interest-bearing deposits generated
2005 interest expense of $202.8 million, signifying a $112.4 million increase from the year-earlier amount. During the year, we focused on
locking in longer-term funds at prevailing rates of interest, and opened a significant number of CD accounts, both in-branch and online. As a
result, the interest expense produced by CDs rose $69.2 million year-over-year to $116.2 million, reflecting a $381.6 million rise in the average
balance to $4.3 billion and a 152-basis point rise in the average cost of such funds, to 2.73%.

Core deposits generated 2005 interest expense of $86.4 million, signifying a year-over-year increase of $43.2 million, the result of a $581.6
million rise in the average balance to $6.8 billion and a 58-basis point rise in the average cost of such funds to 1.28%. While the average balance
and cost of savings accounts declined $324.6 million and five basis points, respectively, from the prior-year levels, these reductions were offset
by a $28.0 million increase in the average balance of non-interest-bearing deposits to $738.1 million, and an increase in both the average balance
and cost of NOW and money market accounts. NOW and money market accounts contributed $73.1 million to total interest expense, an increase
of $46.6 million, the result of an $878.2 million rise in the average balance to $3.4 billion and a 110-basis point rise in the average cost of such
funds to 2.16%. The higher balance partly reflects our use of brokered deposits, particularly in the fourth quarter of the year.

Borrowed funds produced interest expense of $380.8 million in 2005, representing an $80.3 million increase, the net effect of the 10.1% decline
in the average balance and a 108-basis point rise in the average cost of such funds to 3.70%.

Interest Rate Spread and Net Interest Margin

The same combination of factors that contributed to the decline in net interest income contributed to the contraction of our interest rate spread
and net interest margin in 2005. At 2.51%, our spread was 104 basis points narrower than the year-earlier measure; our margin narrowed 97
basis points to 2.64% during this time. Largely reflecting the volume of loans we produced, the magnitude of the contraction in our spread and
margin declined from quarter to quarter over the course of the year.

Net Interest Income Analysis

The table on the following page sets forth certain information regarding our average balance sheet for the years indicated, including the average
yields on our interest-earning assets and the average costs of our interest-bearing liabilities. Average yields are calculated by dividing the interest
income produced by the average balance of interest-earning assets. Average costs are calculated by dividing the interest expense produced by the
average balance of interest-bearing liabilities. The average balances for the year are derived from average balances that are calculated daily. The
average yields and costs include fees that are considered adjustments to such average yields and costs.
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For the Years Ended December 31,

2005 2004 2003

(dollars in thousands) Average
Balance Interest

Average
Yield/
Cost

Average
Balance Interest

Average
Yield/
Cost

Average
Balance Interest

Average
Yield/
Cost

ASSETS:
Interest-earning assets:
Mortgage and other loans, net (1) $ 15,183,973 $ 834,173 5.49% $ 11,652,470 $ 657,811 5.65% $ 6,415,744 $ 456,672 7.12%
Mortgage-related securities (2) 4,324,022 192,854 4.46 7,531,041 378,747 5.03 4,542,272 197,868 4.36
Other securities (2) 2,163,544 127,923 5.91 2,423,019 135,159 5.58 1,759,172 93,457 5.31
Money market investments 25,620 704 2.75 21,949 442 2.01 102,920 1,163 1.13

Total interest-earning assets 21,697,159 1,155,654 5.33 21,628,479 1,172,159 5.42 12,820,108 749,160 5.84
Non-interest-earning assets 3,200,970 3,344,517 1,482,200

Total assets $ 24,898,129 $ 24,972,996 $ 14,302,308

LIABILITIES AND STOCKHOLDERS� EQUITY:
Interest-bearing liabilities:
NOW and money market accounts $ 3,376,893 $ 73,052 2.16% $ 2,498,668 $ 26,471 1.06% $ 1,372,702 $ 12,385 0.90%
Savings accounts 2,637,639 13,349 0.51 2,962,231 16,718 0.56 1,902,057 13,200 0.69
Certificates of deposit 4,250,386 116,173 2.73 3,868,806 46,967 1.21 2,242,433 38,610 1.72
Mortgagors� escrow 108,971 249 0.23 84,448 233 0.28 44,001 36 0.08

Total interest-bearing deposits 10,373,889 202,823 1.96 9,414,153 90,389 0.96 5,561,193 64,231 1.15
Borrowed funds 10,292,641 380,828 3.70 11,453,148 300,513 2.62 6,498,781 179,954 2.77

Total interest-bearing liabilities 20,666,530 583,651 2.82 20,867,301 390,902 1.87 12,059,974 244,185 2.02
Non-interest-bearing deposits 738,075 710,082 522,268
Other liabilities 300,130 235,648 161,210

Total liabilities 21,704,735 21,813,031 12,743,452
Stockholders� equity 3,193,394 3,159,965 1,558,856

Total liabilities and stockholders� equity $ 24,898,129 $ 24,972,996 $ 14,302,308

Net interest income/interest rate spread $ 572,003 2.51% $ 781,257 3.55% $ 504,975 3.82%

Net interest-earning assets/net interest margin $1,030,629 2.64% $761,178 3.61% $760,134 3.94%

Ratio of interest-earning assets to interest-bearing
liabilities 1.05x 1.04x 1.06x

(1) Amounts are net of net deferred loan origination costs / (fees), unearned premiums, and the allowance for loan losses and include loans
held for sale and non-performing loans.

(2) Amounts include, at amortized cost, available-for-sale mortgage-related, debt, and equity securities, and FHLB-NY stock, which is
included in �other� securities.

64

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

118



Rate/Volume Analysis

The following table presents the extent to which changes in interest rates and changes in the volume of interest-earning assets and
interest-bearing liabilities have affected our interest income and interest expense during the periods indicated. Information is provided in each
category with respect to (i) the changes attributable to changes in volume (changes in volume multiplied by prior rate), (ii) the changes
attributable to changes in rate (changes in rate multiplied by prior volume), and (iii) the net change. The changes attributable to the combined
impact of volume and rate have been allocated proportionately to the changes due to volume and the changes due to rate.

Year Ended

December 31, 2005

Compared to Year Ended

December 31, 2004

Increase/(Decrease)

Year Ended

December 31, 2004

Compared to Year Ended
December 31, 2003

Increase/(Decrease)

Year Ended

December 31, 2003

Compared to Year Ended
December 31, 2002

Increase/(Decrease)

Due to Due to Due to

(in thousands)
Volume Rate Net Volume Rate Net Volume Rate Net

INTEREST-EARNING ASSETS:
Mortgage and other loans, net $ 193,493 $ (17,131) $ 176,362 $ 269,438 $ (68,299) $ 201,139 $ 71,924 $ (18,659) $ 53,265
Mortgage-related securities (146,866) (39,027) (185,893) 146,485 34,394 180,879 69,944 (23,746) 46,198
Other securities (16,447) 9,211 (7,236) 36,824 4,878 41,702 57,170 (7,120) 50,050
Money market investments 82 180 262 (121,839) 121,118 (721) 214 (74) 140

Total 30,262 (46,767) (16,505) 330,908 92,091 422,999 199,252 (49,599) 149,653

INTEREST-BEARING LIABILITIES:
NOW and money market accounts 11,749 34,832 46,581 11,619 2,467 14,086 6,712 (10,211) (3,499)
Savings accounts (1,734) (1,635) (3,369) 5,291 (1,773) 3,518 3,800 (12,134) (8,334)
Certificates of deposit 5,056 64,150 69,206 14,084 (5,727) 8,357 7,290 (27,105) (19,815)
Borrowings (26,352) 106,667 80,315 129,464 (8,905) 120,559 71,808 (22,248) 49,560
Mortgagors� escrow 39 (23) 16 55 142 197 �  22 22

Total (11,242) 203,991 192,749 160,513 (13,796) 146,717 89,610 (71,676) 17,934

Change in net interest income $ 41,504 $ (250,758) $ (209,254) $ 170,395 $ 105,887 $ 276,282 $ 109,642 $ 22,077 $ 131,719
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Provision for Loan Losses

The provision for loan losses is based on management�s assessment of the adequacy of the loan loss allowances for the Community Bank and the
Commercial Bank. This assessment, made periodically, considers several factors, including the current and historic performance of the
respective loan portfolios and their inherent risk characteristics; the level of non-performing loans and charge-offs; current trends in regulatory
supervision; local economic conditions; and the direction of real estate values.

Reflecting management�s assessment of the Community Bank�s loan loss allowance, the provision for loan losses was suspended in 2005, as it
was in 2004. We recorded total charge-offs of $21,000 and $236,000 during the respective twelve-month periods, and recorded no net
charge-offs from the fourth quarter of 1994 through the third quarter of 2004. All of the loans charged off in 2005 and 2004 were consumer and
unsecured loans that were acquired in our merger transactions.

In addition to the $215,000 reduction in charge-offs, we recorded a $585,000 reduction in the year-end balance of non-performing loans. At
December 31, 2005 and 2004, non-performing loans totaled $27.6 million and $28.1 million, and were equivalent to 0.16% and 0.21% of total
loans, respectively.

Reflecting the $1.7 million loan loss allowance acquired in the Long Island Financial transaction, which significantly offset the modest level of
charge-offs recorded, the consolidated loan loss allowance rose to $79.7 million at December 31, 2005, representing 289.17% of non-performing
loans and 0.47% of total loans.

For additional information about the allowance for loans losses and the quality of our assets, please see �Critical Accounting Policies� and �Asset
Quality� earlier in this report.

Non-interest Income

We generally classify the non-interest income we produce as either fee income or other income. Fee income consists of retail deposit fees,
charges on loans, and prepayment penalties received in connection with the refinancing of multi-family and commercial real estate loans. Other
income refers to the revenues derived from various sources, including the sale of third-party investment products; the sale of one-to-four family
loans on a conduit basis; our joint real estate venture, our investment in BOLI, and our 100% equity interest in PBC. Also included in
non-interest income are the net gains or losses produced through the sale of securities.

In 2005, we recorded non-interest income of $121.1 million, in contrast to a non-interest loss of $44.2 million in 2004. In addition to fee income
of $56.0 million and other income of $56.0 million, the 2005 amount included net securities gains of $3.0 million and a pre-tax gain of $6.0
million on the sale of certain bank-owned properties.

In addition to fee income of $58.3 million and other income of $52.1 million, the 2004 amount reflected the impact of a pre-tax net loss of
$157.2 million on the sale of securities in connection with the balance sheet repositioning in the second quarter (which was slightly tempered by
net securities gains of $10.8 million in the remaining three quarters), and a pre-tax loss of $8.2 million on the other-than-temporary impairment
of certain perpetual preferred FNMA securities in the fourth quarter of the year.
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While fee income thus fell $2.3 million year-over-year (as a decline in retail deposit fees offset a $5.3 million increase in prepayment penalties
to $23.4 million), other income rose $3.9 million in 2005, offsetting the decline. The increase in other income was largely attributable to a $2.0
million rise in revenues from PBC to $11.1 million, a $1.4 million rise in BOLI income to $22.5 million, and a $2.3 million increase in the gain
on the sale of one-to-four family and other loans. Reflected in the latter amount was a gain of $2.7 million on the bulk sale of one-to-four family
loans in the second quarter of the year. The rise in BOLI income reflects the BOLI acquired in the Long Island Financial transaction, an increase
in the cash surrender value of the policies, and the rise in market interest rates.

These increases served to offset a $2.3 million decline in joint venture income, together with a $2.2 million decline in the revenues produced
through the sale of third-party investment products, and a $424,000 reduction in the revenues produced through the sale of conduit loans. Our
real estate joint venture generated income of $3.5
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million in 2005, as compared to $5.9 million in 2004, reflecting a decline in the number of residential units delivered, consistent with our
expectations, from 79 to 61. All but 37 of the 177 units had been delivered at December 31, 2005. While the sale of third-party investment
products generated revenues of $8.0 million in 2005, the decline from the prior-year level was attributable to both the interest rate environment
and the success of our campaign to attract CDs. With short-term rates rising steadily to the highest levels to date in the decade, more of our
customers chose to invest in CDs than in annuities. At the same time, the modest rise in long-term interest rates inhibited refinancing activity in
the one-to-four family lending market, reducing conduit loan revenues to $846,000.

The following table summarizes fee income and other income and the year-over-year changes in the respective totals for the years ended
December 31, 2005, 2004, and 2003:

Non-interest Income Analysis

(dollars in thousands)

For the Year
Ended Dec. 31,

2005
% Change

2004 to 2005

For the Year
Ended Dec. 31,

2004
% Change

2003 to 2004

For the Year
Ended Dec. 31,

2003

Fee income $  55,978 (3.90)% $   58,252 (7.03)% $  62,654
Net securities gains (losses) 2,999 102.05 (146,375) (618.34) 28,239
Loss on other-than-temporary impairment �  100.00 (8,209) �  �  
Gain on sale of South Jersey Bank Division �  �  �  100.00 37,613
Net gain on sale of bank-owned properties 6,040 �  �  �  �  
Other income:
BOLI 22,536 6.44 21,172 39.05 15,226
Peter B. Cannell 11,095 21.59 9,125 25.71 7,259
Third-party product sales 8,006 (21.29) 10,171 13.46 8,964
Gain on sale of 1-4 family and other loans 3,536 178.43 1,270 (54.23) 2,775
Joint venture income 3,546 (39.40) 5,851 �  �  
Other 7,329 61.94 4,526 260.05 1,257

Total other income 56,048 7.55 52,115 46.88 35,481

Total non-interest income (loss) $121,065 373.80% $  (44,217) (126.96)% $163,987

Non-interest Expense

Non-interest expense consists of operating expenses, which include compensation and benefits, occupancy and equipment, general and
administrative (�G&A�), and other expenses; and the amortization of the CDI stemming from our mergers with Richmond County and Roslyn in
2001 and 2003, respectively. The CDI stemming from the Long Island Financial acquisition will be amortized over a period of ten years using
an accelerated method, beginning in the first quarter of 2006.

In 2005, we recorded non-interest expense of $248.4 million, signifying a $43.3 million increase from the amount recorded in 2004. The
increase was largely attributable to the aforementioned pre-tax merger-related charge of $36.6 million, which reflected the allocation of ESOP
shares in connection with the Long Island Financial transaction, and was recorded in fourth quarter 2005 compensation and benefits expense.
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Reflecting the merger-related charge, we recorded total operating expenses of $236.6 million, as compared to $193.6 million in the year-earlier
twelve months. Compensation and benefits accounted for $138.1 million of operating expenses in 2005, as compared to $97.8 million in 2004.
Aside from the merger-related charge, the year-over-year increase in compensation and benefits expense was primarily due to normal salary
increases and the expansion of our branch and back-office staff.

The increase in operating expenses also reflects a $3.8 million rise in occupancy and equipment expense to $44.4 million, as one new in-store
branch was opened and three others were closed or sold. The increase in occupancy and equipment expense largely reflects improvements made
during the year to the physical plant of
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several branches and upgrades to our information technology. The increase in occupancy and equipment expense was partly offset by a $146,000
decline in G&A expense to $47.8 million and a $972,000 decline in other expenses to $6.3 million.

CDI amortization totaled $11.7 million in 2005, a $293,000 increase from the level recorded in 2004. The year-over-year increase reflects the
accelerated amortization stemming from the sale of certain branches that had been acquired in the Richmond County merger.

Reflecting the levels of operating expenses, net interest income, and non-interest income recorded, our efficiency ratio equaled 34.14% in 2005.
While this measure was higher than the 26.27% we recorded in the prior twelve-month period, it compared favorably with the 62.46% average
reported by SNL Financial for all publicly traded U.S. banks and thrifts in 2005. The increase in the efficiency ratio was largely attributable to
the decline in net interest income and the merger-related charge which accounted for most of the increase in operating expenses.

The following table summarizes the components of non-interest expense, and the year-over-year change in the respective totals, for the twelve
months ended December 31, 2005, 2004, and 2003:

Non-interest Expense Analysis

(dollars in thousands)

For the Year
Ended Dec. 31,

2005
% Change

2004 to 2005

For the Year
Ended Dec. 31,

2004
% Change

2003 to 2004

For the Year
Ended Dec. 31,

2003

Operating Expenses:
Compensation and benefits $138,114 41.19% $  97,818 (4.74)% $102,683
Occupancy and equipment 44,380 9.39 40,569 51.50 26,779
General and administrative 47,810 (0.30) 47,956 42.98 33,541
Other 6,317 (13.34) 7,289 14.43 6,370

Total operating expenses 236,621 22.20 193,632 14.32 169,373

Amortization of core deposit intangibles 11,733 2.56 11,440 65.63 6,907

Total non-interest expense $248,354 21.11% $205,072 16.33% $176,280

Income Tax Expense

Income tax expense includes federal, New York State, and New York City income taxes, as well as non-material income taxes from other
jurisdictions.

In 2005, we recorded income tax expense of $152.6 million, a $24.3 million reduction from the 2004 amount. The reduction reflects an $87.3
million decline in pre-tax income to $444.7 million, which was tempered by a rise in the effective tax rate to 34.3% from 33.3%. The latter
increase was primarily due to the non-deductibility of the aforementioned merger-related charge, and was partially offset by the benefit of a New
Markets Tax Credit allocation that was granted by the U.S. Treasury in the second quarter of the year. The New Markets Tax Credit has entitled
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us to recognize $16.4 million in tax credits over a seven-year period, of which $2.1 million was recognized in 2005.

RESULTS OF OPERATIONS: 2004 AND 2003 COMPARISON

Earnings Summary

We generated net income of $355.1 million in the twelve months ended December 31, 2004, signifying a 9.8% increase from $323.4 million in
the twelve months ended December 31, 2003. Several factors contributed to the year-over-year increase; primary among these were the full-year
benefit of the Roslyn merger; the leveraged growth of the securities portfolio prior to the balance sheet repositioning at the end of the second
quarter; and the record volume of loans produced over the course the year.
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The level of earnings recorded in 2004 also reflected the impact of two charges: the after-tax repositioning charge of $94.9 million, or $0.35 per
diluted share, recorded in the second quarter, and the after-tax loss of $5.0 million, or $0.02 per share, incurred in connection with the
classification of certain perpetual preferred FNMA stock as �other-than-temporarily impaired.�

The level of earnings recorded in 2003 reflected an after-tax gain of $22.7 million, or $0.12 per diluted share, on the sale of the eight branches
comprising our South Jersey Bank Division, and an after-tax merger-related charge of $19.0 million, or $0.10 per diluted share. Both of these
charges were recorded in the fourth quarter of the year.

Reflecting the impact of these respective items, we recorded diluted earnings per share of $1.33 in 2004, as compared to $1.65 in 2003.

In addition to the significant impact of the balance sheet repositioning at the end of the second quarter, our 2004 performance was largely
impacted by the volatility of market interest rates. In 2003, the target federal funds rate was 1.25% for the first half of the year and 1.00% in the
last two quarters; it remained at this 45-year low until June 30, 2004. From that date through December 14, 2004, the rate was raised five times,
in 25-basis point increments, to 2.25%.

While short-term rates thus rose steadily in the last six months of 2004, five- and ten-year rates rose dramatically in the second quarter, and then
declined just as abruptly in the latter half of the year. The five-year CMT ranged from 3.25% on December 31, 2003 to 3.63% on December 31,
2004, after reaching a peak of 4.10% on June 14, 2004. The result was a significant flattening of the yield curve, which tempered the growth of
our net interest income and contributed to the contraction of our interest rate spread and net interest margin.

Net Interest Income

We recorded net interest income of $781.3 million in 2004, signifying a $276.3 million, or 54.7%, increase from the year-earlier amount. Interest
income rose $423.0 million over the course of the year to $1.2 billion, offsetting a $146.7 million rise in interest expense to $390.9 million.
While the average balance of interest-earning assets rose $8.8 billion in 2004, to $21.6 billion, the 68.7% increase was tempered by a 42-basis
point decline in the average yield to 5.42%. During this time, the average balance of interest-bearing liabilities rose $8.8 billion to $20.9 billion,
offsetting a 15-basis point decline in the average cost of funds to 1.87%.

The increase in net interest income was driven by three primary factors: the full-year benefit of the Roslyn merger, including the amortization
and accretion of mark-to-market adjustments; the leveraged growth of our balance sheet in the first two quarters; and the record volume of loans
produced over the course of the year. The increase was somewhat tempered by a rise in interest-bearing deposits and by our strategic use of
wholesale borrowings in the first six months of the year. The repositioning of the balance sheet also tempered the growth in net interest income,
as did the flattening of the yield curve in the second half of 2004.

While we realized a meaningful rise in 2004 net interest income, our interest rate spread and net interest margin contracted during the year. In
2004, we recorded an interest rate spread of 3.55%, signifying a 27-basis point decline from the year-earlier measure; our net interest margin
contracted 33 basis points year-over-year to 3.61%.

The tightening of these measures was attributable to a combination of factors, including the contrary direction of short- and intermediate-term
rates in the second half of the year, which essentially flattened the yield curve. In addition, the reduction in the five-year CMT in the last six
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months of the year suppressed the level of refinancings, thus reducing the volume of prepayment penalties recorded, as well as the yields on
newly originated loans.

Our interest rate spread and net interest margin were also impacted by the repositioning of the balance sheet. In connection with this strategy, we
sold $5.1 billion of securities with an average yield of 4.62% at the end of the second quarter of 2004, and continued to reduce our portfolio of
securities over the next six months. While the cash flows from securities were utilized to fund a record level of loan production, the benefit of
that growth and the interest income produced by such interest-earning assets was offset by the reduction in securities and the decline in the
interest income produced by the securities portfolio.
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In connection with the repositioning, we took two additional actions that also had an impact on our 2004 spread and margin: We utilized the
proceeds from the sale of securities to reduce the balance of wholesale borrowings, and extended $2.4 billion of wholesale borrowings to an
average maturity of three years with an average cost of 3.32%. While the lower balance served to reduce the interest expense connected with this
source of funding, the extension of the average maturity had the opposite effect.

The combination of these actions and the flattening of the yield curve contributed to the year-over-year contraction of our spread and margin,
with most of the compression occurring in the second half of the year. To a lesser extent, the contraction reflects the allocation of $274.9 million
toward share repurchases, primarily in the first six months of 2004.

Provision for Loan Losses

Reflecting management�s assessment of the adequacy of the allowance for loan losses, no provision for loan losses was recorded in 2004 or 2003.
The fourth quarter of 2004 was our 38th consecutive quarter without a provision for loan losses being recorded, an indication of the consistent
performance of our loan portfolio. Non-performing assets totaled $28.7 million at December 31, 2004 and equaled 0.12% of total assets, as
compared to $34.4 million, or 0.15% of total assets, at December 31, 2003. Included in the 2004 amount were non-performing loans of $28.1
million, down $6.2 million from the amount recorded at the prior year-end.

In the fourth quarter of 2004, we charged off $236,000 of consumer and other unsecured loans that had been acquired in merger transactions.
Prior to the fourth quarter, we had not had a net charge-off against the allowance for loan losses for forty consecutive quarters, beginning in the
fourth quarter of 1994.

Reflecting the charge-off, the allowance for loan losses totaled $78.1 million at December 31, 2004, and was equivalent to 277.31% of
non-performing loans and 0.58% of total loans. At December 31, 2003, the allowance for loan losses totaled $78.3 million, and was equivalent
to 228.01% of non-performing loans and 0.75% of total loans.

Non-interest (Loss) Income

We recorded a non-interest loss of $44.2 million in 2004 as compared to non-interest income of $164.0 million in 2003. The 2004 amount
primarily reflected the impact of the repositioning of the balance sheet, with $5.1 billion of securities having been sold at a pre-tax loss of $157.2
million in the second quarter, and the impact of the $8.2 million pre-tax loss on the other-than-temporary impairment of certain perpetual
preferred FNMA securities in the fourth quarter of the year. The combined after-tax impact of the repositioning charge and the impairment
charge on our 2004 earnings was $99.8 million, or $0.37 per diluted share.

In 2003, our non-interest income was boosted by the sale of the eight traditional branches constituting our South Jersey Bank Division, which
had been acquired through the Richmond County merger in July 2001. We recorded a $37.6 million pre-tax gain on the sale, which consisted of
deposits in the amount of $340.3 million, certain properties, and other assets, including $15.1 million of commercial lines of credit. On an
after-tax basis, the sale contributed $22.7 million to our 2003 earnings and $0.12 to our 2003 diluted earnings per share. In addition, we recorded
net securities gains of $28.2 million, in contrast to the net securities losses recorded in 2004.
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Absent the impact of these generally non-recurring items, the comparison of 2004 non-interest loss and 2003 non-interest income reflects a $4.4
million decline in fee income to $58.3 million, which was offset by a $16.6 million increase in other income to $52.1 million. The reduction in
fee income was primarily due to a decline in prepayment penalties, indicative of the aforementioned decline in mortgage loan refinancing
activity. The drop in prepayment penalties was partly offset by the full-year effect of the Roslyn merger, which contributed to an increase in fee
income on retail deposit accounts.

The increase in other non-interest income was partly attributable to a $5.9 million rise in BOLI income, reflecting the full-year benefit of the
BOLI acquired in the Roslyn merger and our purchase of an additional $100.0 million policy on February 27, 2004. The increase in
BOLI-related income was generated by an increase in the cash surrender value of the policies.
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The increase in other non-interest income also reflects $5.9 million of income from the operation of our real estate joint venture, with 79
residential units having been delivered over the course of 2004. In addition, the sale of third-party products generated income of $10.2 million,
signifying a $1.2 million increase, while PBC income rose $1.9 million year-over-year to $9.1 million.

Non-interest Expense

We recorded non-interest expense of $205.1 million in 2004, signifying a 16.3% increase from $176.3 million in the prior year. Operating
expenses accounted for $193.6 million and $169.4 million of the respective totals, while CDI amortization accounted for $11.4 million and $6.9
million, respectively. The latter increase reflects the full-year effect of amortizing the CDI stemming from the Roslyn merger.

In 2004, we recorded compensation and benefits expense of $97.8 million, as compared to $102.7 million in the prior year. While the 2003
amount reflects a $20.4 million charge stemming from the allocation of ESOP shares in connection with the Roslyn merger, the 2004 amount
reflects the full-year impact of the merger and the related expansion of our branch and back-office staff.

Occupancy and equipment expense rose $13.8 million year-over-year to $40.6 million, primarily reflecting the full-year impact of the branches
acquired in the Roslyn merger, and the subsequent addition of four de novo offices, including three traditional branches, in 2004. In addition, we
made improvements to the physical plant of several traditional branches and upgraded our information systems technology during the year. The
increase in occupancy and equipment expense was partly offset by the aforementioned sale of eight branches comprising the South Jersey Bank
Division in the fourth quarter of 2003.

G&A expenses rose $14.4 million year-over-year to $48.0 million, largely reflecting the full-year effect of the Roslyn merger on such overhead
expenses as advertising and promotions, printing, and supplies. The increase also reflects an increase in professional consulting fees in
connection with Sarbanes-Oxley Act compliance, and a network-wide marketing campaign in the second half of the year. The full-year effect of
the Roslyn merger was also reflected in other expenses, which rose $919,000 year-over-year, to $7.3 million.

Income Tax Expense

We recorded income tax expense of $176.9 million in 2004, up $7.6 million from the level recorded in 2003. The increase reflected a $39.3
million, or 8.0%, rise in pre-tax income to $532.0 million, which was tempered by a decline in the effective tax rate to 33.3% from 34.4%. The
higher effective tax rate in 2003 was partly attributable to the non-deductibility of the merger-related charge recorded in fourth quarter 2003
compensation and benefits expense.
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QUARTERLY FINANCIAL DATA

The following table sets forth selected unaudited quarterly financial data for the years ended December 31, 2005 and 2004:

2005 2004

(in thousands, except per share data)
4th (1) 3rd 2nd 1st 4th (2) 3rd 2nd (3) 1st

Net interest income $128,676 $135,440 $149,131 $158,756 $160,521 $171,993 $ 235,227 $213,516
Provision for loan losses �  �  �  �  �  �  �  �  
Non-interest income (loss) 26,109 33,062 29,886 32,008 18,027 26,509 (126,245) 37,492
Operating expenses 86,432 50,240 49,316 50,633 51,477 47,457 47,755 46,943
Amortization of core deposit intangibles 2,930 2,930 2,930 2,943 2,860 2,860 2,860 2,860

Income before income taxes 65,423 115,332 126,771 137,188 124,211 148,185 58,367 201,205
Income tax expense 28,507 37,717 40,299 46,106 40,735 49,353 15,612 71,182

Net income $  36,916 $  77,615 $  86,472 $  91,082 $  83,476 $  98,832 $   42,755 $130,023

Basic earnings per share $0.14 $0.30 $0.33 $0.35 $0.32 $0.38 $0.16 $0.50

Diluted earnings per share $0.14 $0.30 $0.33 $0.35 $0.32 $0.38 $0.16 $0.48

(1) Includes a $36.6 million pre-tax merger-related charge recorded in operating expenses, which was equivalent to an after-tax charge of
$34.0 million, or $0.13 per diluted share.

(2) Reflects an $8.2 million pre-tax charge for the other-than-temporary impairment of perpetual preferred FNMA securities, recorded in
non-interest (loss), which was equivalent to an after-tax charge of $5.0 million, or $0.02 per diluted share.

(3) Reflects a $157.2 million pre-tax loss on the sale of securities recorded in non-interest (loss) in connection with the repositioning of the
balance sheet at the end of June 2004, which was equivalent on an after-tax basis to $94.9 million, or $0.35 per diluted share.

IMPACT OF INFLATION

The Consolidated Financial Statements and notes thereto presented in this report have been prepared in accordance with GAAP, which require
that we measure our financial condition and operating results in terms of historical dollars without considering changes in the relative purchasing
power of money over time due to inflation. The impact of inflation is reflected in the increased cost of our operations. Unlike industrial
companies, nearly all of a bank�s assets and liabilities are monetary in nature. As a result, interest rates have a greater impact on our performance
than do the effects of general levels of inflation. Interest rates do not necessarily move in the same direction, or to the same extent, as the prices
of goods and services.

IMPACT OF ACCOUNTING PRONOUNCEMENTS

Please refer to Note 2 to the Consolidated Financial Statements, �Summary of Significant Accounting Policies,� in Item 8, �Financial Statements
and Supplementary Data,� for a discussion of the impact of recent accounting pronouncements on our financial condition and results of
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operations.

ITEM 7A.  QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

As a financial institution, we are focused on reducing our exposure to interest rate volatility, which represents our primary market risk. Changes
in market interest rates represent the greatest challenge to our financial performance, as such changes can have a significant impact on the level
of income and expense recorded on a large portion of our interest-earning assets and interest-bearing liabilities, and on the market value of all
interest-earning assets, other than those possessing a short term to maturity. To reduce our exposure to changing rates, our Board of Directors
and management monitor our interest rate sensitivity on a regular or as needed basis so that adjustments in the asset and liability mix can be
made when deemed appropriate.

We manage our assets and liabilities to reduce our exposure to changes in market interest rates. The asset and liability management process has
three primary objectives: to evaluate the interest rate risk inherent in certain balance sheet accounts; to determine the appropriate level of risk,
given our business strategy, operating environment, capital and liquidity requirements, and performance objectives; and to manage that risk in a
manner consistent with guidelines approved by the Boards of Directors of the Company, the Community Bank, and the Commercial Bank.
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With the yield curve flattening steadily over the course of the year, and inverting at the end of December, the interest rate environment posed a
significant challenge for financial institutions, including the Company, in 2005. As the significant rise in short-term rates drove funding costs
steadily higher, the comparatively low level of market interest rates limited the yields on our assets, reducing the level of net interest income
produced. In addition, it has been our experience that the refinancing of multi-family loans tends to increase as the five-year CMT starts rising,
which would support an increase in prepayment penalties and, therefore, asset yields. The absence of a meaningful rise in the five-year CMT
inhibited loan refinancing, and therefore contributed further to the decline in net interest income.

To manage our interest rate risk, we pursued the following strategies throughout 2005: (1) We continued to emphasize the origination and
retention of intermediate-term assets, including multi-family, commercial real estate, and construction loans; (2) we continued to originate
one-to-four family loans on a pass-through basis and to sell them without recourse; (3) we continued to reduce our portfolio of available-for-sale
mortgage-related securities through a combination of repayments and sales; (4) we utilized the cash flows from securities to fund our loan
production; (5) we increased the prevalence of deposits within our mix of funding sources, with a focus on long-term CDs to lock in funds at
current rates; and (6) we acquired Long Island Financial and agreed to acquire Atlantic Bank, two institutions with a significant concentration of
low-cost and non-interest-bearing deposits, and wider margins than we ourselves produced in 2005.

Interest Rate Sensitivity Gap

The matching of assets and liabilities may be analyzed by examining the extent to which such assets and liabilities are �interest rate sensitive� and
by monitoring a bank�s interest rate sensitivity �gap.� An asset or liability is said to be interest rate sensitive within a specific time frame if it will
mature or reprice within that period of time. The interest rate sensitivity gap is defined as the difference between the amount of interest-earning
assets maturing or repricing within a specific time frame and the amount of interest-bearing liabilities maturing or repricing within that same
period of time. In a rising interest rate environment, an institution with a negative gap would generally be expected, absent the effects of other
factors, to experience a greater increase in the cost of its interest-bearing liabilities than it would in the yield on its interest-earning assets, thus
producing a decline in its net interest income. Conversely, in a declining rate environment, an institution with a negative gap would generally be
expected to experience a lesser reduction in the yield on its interest-earning assets than it would in the cost of its interest-bearing liabilities, thus
producing an increase in its net interest income. Our one-year gap was a negative 10.19% at December 31, 2005, as compared to a negative
5.41% at December 31, 2004.

The table on the following page sets forth the amounts of interest-earning assets and interest-bearing liabilities outstanding at December 31,
2005, which, based on certain assumptions stemming from our historical experience, are expected to reprice or mature in each of the future time
periods shown. Except as stated below, the amounts of assets and liabilities shown as repricing or maturing during a particular time period were
determined in accordance with the earlier of (1) the term to repricing, or (2) the contractual terms of the asset or liability. The table provides an
approximation of the projected repricing of assets and liabilities at December 31, 2005 on the basis of contractual maturities, anticipated
prepayments, and scheduled rate adjustments within a three-month period and subsequent selected time intervals. For loans and
mortgage-related securities, prepayment rates were assumed to range up to 20% annually. Savings accounts, Super NOW accounts, and NOW
accounts were assumed to decay at an annual rate of 5% for the first five years and 15% for the years thereafter. Money market accounts, with
the exception of accounts with specified repricing dates, are assumed to decay at an annual rate of 20% for the first five years and 50% in the
years thereafter.

Prepayment and deposit decay rates can have a significant impact on our estimated gap. While we believe our assumptions to be reasonable,
there can be no assurance that assumed prepayment and decay rates will approximate actual future loan prepayments and deposit withdrawal
activity.
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Interest Rate Sensitivity Analysis

At December 31, 2005

(dollars in thousands)

Three
Months

Or Less

Four to
Twelve
Months

More Than
One Year to
Three Years

More Than
Three Years
to Five Years

More than
Five Years
to 10 Years

More

than

10 Years Total

Interest-earning Assets:
Mortgage and other loans (1) $ 2,162,662 $ 2,979,620 $ 7,482,547 $ 3,094,532 $ 1,246,686 $ 34,792 $ 17,000,839
Mortgage-related securities (2)

(3) 166,445 452,756 983,383 715,010 889,806 366,838 3,574,238
Other securities (2) 361,539 115,438 271,631 222,389 1,250,413 171,816 2,393,226
Money market investments 14,361 176 �  �  �  �  14,537

Total interest-earning assets 2,705,007 3,547,990 8,737,561 4,031,931 3,386,905 573,446 22,982,840

Interest-bearing Liabilities:
Savings accounts 30,437 91,312 225,541 203,551 1,048,142 836,007 2,434,990
NOW and Super NOW
accounts 8,768 26,305 64,974 58,639 301,951 240,841 701,478
Money market accounts 838,531 850,528 427,025 273,391 470,841 15,189 2,875,505
Certificates of deposit 1,428,505 2,578,701 962,724 188,070 89,029 �  5,247,029
Borrowed funds 2,144,971 932,321 4,532,231 1,709,784 811,463 397,888 10,528,658

Total interest-bearing
liabilities 4,451,212 4,479,167 6,212,495 2,433,435 2,721,426 1,489,925 21,787,660

Interest rate sensitivity gap per
period (4) $ (1,746,205) $ (931,177) $ 2,525,066 $ 1,598,496 $ 665,479 $ (916,479) $ 1,195,180

Cumulative interest sensitivity
gap $ (1,746,205) $ (2,677,382) $ (152,316) $ 1,446,180 $ 2,111,659 $ 1,195,180

Cumulative interest sensitivity
gap as a percentage of total
assets (6.64)% (10.19)% (0.58)% 5.50% 8.03% 4.55%
Cumulative net
interest-earning assets as a
percentage of net
interest-bearing liabilities 60.77% 70.02% 98.99% 108.23% 110.40% 105.49%

(1) For the purpose of the gap analysis, non-performing loans and the allowance for loan losses have been excluded.
(2) Mortgage-related and other securities, including FHLB-NY stock, are shown at their respective carrying values.
(3) Based on historical repayment experience.
(4) The interest rate sensitivity gap per period represents the difference between interest-earning assets and interest-bearing liabilities.
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Certain shortcomings are inherent in the method of analysis presented in the Interest Rate Sensitivity Analysis. For example, although certain
assets and liabilities may have similar maturities or periods to repricing, they may react in different degrees to changes in market interest rates.
The interest rates on certain types of assets and liabilities may fluctuate in advance of the market, while interest rates on other types may lag
behind changes in market interest rates. Additionally, certain assets, such as adjustable-rate loans, have features that restrict changes in interest
rates both on a short-term basis and over the life of the asset. Furthermore, in the event of a change in interest rates, prepayment and early
withdrawal levels could deviate significantly from those we have assumed in our analysis. Finally, the ability of some borrowers to repay their
adjustable-rate loans could be adversely impacted by an increase in market interest rates.

Net Portfolio Value

Interest rate sensitivity is also monitored through the use of a model that generates estimates of the change in our net portfolio value (�NPV�) over
a range of interest rate scenarios. NPV is defined as the net present value of expected cash flows from assets, liabilities, and off-balance-sheet
contracts. The NPV ratio, under any interest rate scenario, is defined as the NPV in that scenario divided by the market value of assets in the
same scenario. The model assumes estimated loan prepayment rates, reinvestment rates, and deposit decay rates similar to those utilized in
formulating the preceding Interest Rate Sensitivity Analysis.

The following table sets forth our NPV as of December 31, 2005.

Net Portfolio Value Analysis

(dollars in thousands)

Change
in
Interest
Rates

      (in
basis
points)

Market Value

of Assets

Market Value

of Liabilities

Net Portfolio

Value

Net
Change

Portfolio Market

Value Projected

% Change

to Base

-200 $27,016,280 $23,634,020 $3,382,260 $(17,383) (0.51)%
-100 26,743,825 23,195,690 3,548,135 148,492 4.37

�  26,285,069 22,885,426 3,399,643 �  �  
+100 25,786,453 22,635,421 3,151,032 (248,611) (7.31)
+200 25,284,489 22,441,957 2,842,532 (557,111) (16.39)

The net changes in NPV presented in the preceding table are within the parameters approved by the Boards of Directors of the Company and the
Banks.

As with the Interest Rate Sensitivity Analysis, certain shortcomings are inherent in the methodology used in the preceding interest rate risk
measurements. Modeling changes in NPV requires that certain assumptions be made which may or may not reflect the manner in which actual
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yields and costs respond to changes in market interest rates. In this regard, the NPV Analysis presented above assumes that the composition of
our interest rate sensitive assets and liabilities existing at the beginning of a period remains constant over the period being measured, and also
assumes that a particular change in interest rates is reflected uniformly across the yield curve, regardless of the duration to maturity or repricing
of specific assets and liabilities. Furthermore, the model does not take into account the anticipated benefit of the pending Atlantic Bank
transaction or other strategic actions we are taking to further reduce our exposure to interest rate risk. Accordingly, while the NPV Analysis
provides an indication of our interest rate risk exposure at a particular point in time, such measurements are not intended to, and do not, provide
a precise forecast of the effect of changes in market interest rates on our net interest income, and may very well differ from actual results.

Net Interest Income Simulation

In addition to the analyses of gap and net portfolio value, we utilize an internal net interest income simulation to manage our sensitivity to
interest rate risk. The simulation incorporates various market-based assumptions regarding the impact of changing interest rates on future levels
of our financial assets and liabilities. The assumptions used in this simulation are inherently uncertain. Actual results may differ significantly
from those presented in the table that follows, due to several factors, including the frequency, timing, and magnitude of changes in interest rates;
changes in spreads between maturity and repricing categories; and prepayments, coupled with any actions taken to counter the effects of any
such changes.
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Based on the information and assumptions in effect at December 31, 2005, the following table sets forth the estimated percentage change in
future net interest income for the next twelve months, assuming a gradual increase or decrease in interest rates during such time:

Changes in Interest Rates

    (in basis points) (1)

Estimated Percentage Change in

Future Net Interest Income

+200 over one year     (5.85)%
+100 over one year (1.89)
-100 over one year 2.21
-200 over one year 3.70

(1) In general, short- and long-term rates are assumed to increase or decrease in parallel fashion across all four quarters and then remain
unchanged.

No assurances can be given that future changes in our mix of assets and liabilities will not result in greater changes to the gap, NPV, or net
interest income simulation.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Our consolidated financial statements and notes thereto and other supplementary data begin on the following page.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders

New York Community Bancorp, Inc.:

We have audited the accompanying consolidated statements of condition of New York Community Bancorp, Inc. and subsidiaries (the
�Company�) as of December 31, 2005 and 2004, and the related consolidated statements of income and comprehensive income, changes in
stockholders� equity, and cash flows for each of the years in the three-year period ended December 31, 2005. These consolidated financial
statements are the responsibility of the Company�s management. Our responsibility is to express an opinion on these consolidated financial
statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of New York
Community Bancorp, Inc. and subsidiaries as of December 31, 2005 and 2004, and the results of their operations and their cash flows for each of
the years in the three-year period ended December 31, 2005, in conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the effectiveness of
the Company�s internal control over financial reporting as of December 31, 2005, based on criteria established in Internal Control�Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO), and our report dated March 14, 2006
expressed an unqualified opinion on management�s assessment of, and the effective operation of, internal control over financial reporting.

/s/ KPMG LLP

New York, New York

March 14, 2006
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NEW YORK COMMUNITY BANCORP, INC.

CONSOLIDATED STATEMENTS OF CONDITION

December 31,

(in thousands, except share data)
2005 2004

ASSETS:
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