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NEW YORK COMMUNITY BANCORP, INC.

CONSOLIDATED STATEMENTS OF CONDITION

(in thousands, except share data)

September 30, December 31,
2014 2013
(unaudited)

Assets:
Cash and cash equivalents $ 662,537 $644,550
Securities:
Available-for-sale ($58,540 and $79,905 pledged, respectively) 243,032 280,738
Held-to-maturity ($4,749,889 and $4,945,905 pledged, respectively) (fair value of
$7,317,015 and $7,445,244,

   respectively) 7,268,244 7,670,282
Total securities 7,511,276 7,951,020
Non-covered loans held for sale 680,147 306,915
Non-covered loans held for investment, net of deferred loan fees and costs 32,252,009 29,837,989
Less: Allowance for losses on non-covered loans (139,744 ) (141,946 )
Non-covered loans held for investment, net 32,112,265 29,696,043
Covered loans 2,504,622 2,788,618
Less: Allowance for losses on covered loans (45,682 ) (64,069 )
Covered loans, net 2,458,940 2,724,549
Total loans, net 35,251,352 32,727,507
Federal Home Loan Bank stock, at cost 520,445 561,390
Premises and equipment, net 300,573 273,299
FDIC loss share receivable 418,510 492,674
Goodwill 2,436,131 2,436,131
Core deposit intangibles, net 9,816 16,240
Mortgage servicing rights 237,221 241,018
Bank-owned life insurance 909,881 893,522
Other real estate owned (includes $35,797 and $37,477, respectively, of other real
estate owned covered by loss

   sharing agreements) 99,535 108,869
Other assets 322,495 342,067
Total assets $ 48,679,772 $46,688,287
Liabilities and Stockholders’ Equity:
Deposits:
NOW and money market accounts $ 12,409,449 $10,536,947
Savings accounts 7,152,261 5,921,437
Certificates of deposit 6,324,385 6,932,096
Non-interest-bearing accounts 2,421,676 2,270,512
Total deposits 28,307,771 25,660,992
Borrowed funds:
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Wholesale borrowings:
Federal Home Loan Bank advances 10,312,316 10,872,576
Repurchase agreements 3,425,000 3,425,000
Fed funds purchased 297,000 445,000
Total wholesale borrowings 14,034,316 14,742,576
Other borrowings 362,596 362,426
Total borrowed funds 14,396,912 15,105,002
Other liabilities 197,091 186,631
Total liabilities 42,901,774 40,952,625
Stockholders’ equity:
Preferred stock at par $0.01 (5,000,000 shares authorized; none issued) -- --
Common stock at par $0.01 (600,000,000 shares authorized; 442,659,460 and
440,873,285 shares issued; and

   442,648,147 and 440,809,365 shares outstanding, respectively) 4,427 4,409
Paid-in capital in excess of par 5,362,233 5,346,017
Retained earnings 443,949 422,761
Treasury stock, at cost (11,313 and 63,920 shares, respectively) (178 ) (1,032 )
Accumulated other comprehensive loss, net of tax:
Net unrealized gain on securities available for sale, net of tax of $1,720 and $171,
respectively 2,559 277
Net unrealized loss on the non-credit portion of other-than-temporary impairment
(“OTTI”) losses on

   securities, net of tax of $3,454 and $3,586, respectively (5,404 ) (5,604 )
Net unrealized loss on pension and post-retirement obligations, net of tax of $20,056
and $21,126, respectively (29,588 ) (31,166 )
Total accumulated other comprehensive loss, net of tax (32,433 ) (36,493 )
Total stockholders’ equity 5,777,998 5,735,662
Total liabilities and stockholders’ equity $ 48,679,772 $46,688,287

See accompanying notes to the consolidated financial statements.

1
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NEW YORK COMMUNITY BANCORP, INC.

CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME

(in thousands, except per share data)

(unaudited)

For the For the
Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013

Interest Income:
Mortgage and other loans $360,499 $370,341 $1,056,586 $1,125,496
Securities and money market investments 66,572 57,334 203,678 151,560
Total interest income 427,071 427,675 1,260,264 1,277,056

Interest Expense:
NOW and money market accounts 10,632 8,613 28,399 27,565
Savings accounts 9,741 6,285 24,473 15,512
Certificates of deposit 18,330 20,206 55,854 64,223
Borrowed funds 99,339 98,340 294,867 300,465
Total interest expense 138,042 133,444 403,593 407,765
Net interest income 289,029 294,231 856,671 869,291
Provision for losses on non-covered loans -- 5,000 -- 15,000
(Recovery of) provision for losses on covered loans (3,945 ) 9,467 (18,387 ) 18,587
Net interest income after (recovery of) provision for loan losses 292,974 279,764 875,058 835,704

Non-Interest Income:
Mortgage banking income 16,606 16,205 46,507 65,530
Fee income 9,188 9,799 27,512 28,532
Bank-owned life insurance 6,888 7,916 20,530 22,506
Net gain on sales of securities 182 1,019 5,317 17,764
FDIC indemnification (expense) income (3,156 ) 7,573 (14,710 ) 14,869
Gain on Visa shares sold -- -- 3,856 --
Other income 11,578 8,212 42,102 30,819
Total non-interest income 41,286 50,724 131,114 180,020

Non-Interest Expense:
Operating expenses:
Compensation and benefits 78,033 77,083 228,616 237,989
Occupancy and equipment 23,619 24,342 73,997 72,101
General and administrative 41,524 44,785 130,319 135,279
Total operating expenses 143,176 146,210 432,932 445,369
Amortization of core deposit intangibles 2,019 4,117 6,424 12,719
Total non-interest expense 145,195 150,327 439,356 458,088
Income before income taxes 189,065 180,161 566,816 557,636
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Income tax expense 68,807 65,961 212,616 202,244
Net income $120,258 $114,200 $354,200 $355,392
Other comprehensive income, net of tax:
Change in net unrealized gain/loss on securities available for sale,
net of tax of

   $292; $1,770; $3,696; and $4,152, respectively (432 ) (2,625 ) 5,453 (6,143 )
Change in the non-credit portion of OTTI losses recognized in other

   comprehensive income, net of tax of $110; $10; $132; and $4,795,

   respectively 166 16 200 7,557
Change in pension and post-retirement obligations, net of tax of

   $357; $1,008; $1,070; and $3,024, respectively 526 1,486 1,578 4,458
Less: Reclassification adjustment for sales of available-for-sale

   securities, net of tax of $73; $405; $2,146; and
$2,503,  respectively (109 ) (614 ) (3,171 ) (3,709 )
Total other comprehensive income (loss), net of tax 151 (1,737 ) 4,060 2,163
Total comprehensive income, net of tax $120,409 $112,463 $358,260 $357,555

Basic earnings per share $0.27 $0.26 $0.80 $0.80
Diluted earnings per share $0.27 $0.26 $0.80 $0.80

See accompanying notes to the consolidated financial statements.

2
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NEW YORK COMMUNITY BANCORP, INC.

CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY

(in thousands, except share data)

(unaudited)

For the Nine Months
Ended
September 30, 2014

Common Stock (Par Value: $0.01):
Balance at beginning of year $ 4,409
Shares issued for restricted stock awards (1,782,601 shares) 18
Shares issued for exercise of stock options (3,574 shares) --
Balance at end of period 4,427

Paid-in Capital in Excess of Par:
Balance at beginning of year 5,346,017
Shares issued for restricted stock awards, net of forfeitures (7,073 )
Compensation expense related to restricted stock awards 20,720
Tax effect of stock plans 2,569
Balance at end of period 5,362,233

Retained Earnings:
Balance at beginning of year 422,761
Net income 354,200
Dividends paid on common stock ($0.75 per share) (331,627 )
Stock options exercised (82 )
Effect of adopting Accounting Standards Update 2014-01 (1,303 )
Balance at end of period 443,949

Treasury Stock:
Balance at beginning of year (1,032 )
Purchase of common stock (378,480 shares) (6,343 )
Exercise of stock options (8,990 shares) 142
Shares issued for restricted stock awards (422,097 shares) 7,055
Balance at end of period (178 )

Accumulated Other Comprehensive Loss, net of tax:
Balance at beginning of year (36,493 )
Other comprehensive income, net of tax 4,060
Balance at end of period (32,433 )
Total stockholders’ equity $ 5,777,998

See accompanying notes to the consolidated financial statements.
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NEW YORK COMMUNITY BANCORP, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

(unaudited)

For the Nine Months Ended
September 30,
2014 2013

Cash Flows from Operating Activities:
Net income $354,200 $355,392
Adjustments to reconcile net income to net cash provided by operating activities:
(Recovery of) provision for loan losses (18,387 ) 33,587
Depreciation and amortization 20,656 21,057
Amortization of discounts and premiums, net (6,094 ) (2,098 )
Amortization of core deposit intangibles 6,424 12,719
Net gain on sales of securities (5,317 ) (17,764 )
Gain on sale of loans (15,308 ) (48,809 )
Gain on Visa shares sold (3,856 ) --
Stock plan-related compensation 20,720 16,626
Deferred tax expense 4,281 32,430
Changes in assets and liabilities:
Decrease (increase) in other assets 90,509 (20,473 )
Increase in other liabilities 4,771 15,630
Origination of loans held for sale (2,214,983 ) (5,510,041 )
Proceeds from sale of loans originated for sale 2,256,216 6,440,377
Net cash provided by operating activities 493,832 1,328,633
Cash Flows from Investing Activities:
Proceeds from repayment of securities held to maturity 558,888 617,351
Proceeds from repayment of securities available for sale 8,277 54,709
Proceeds from sale of securities held to maturity -- 191,142
Proceeds from sale of securities available for sale 254,491 593,551
Purchase of securities held to maturity (150,338 ) (3,075,597 )
Purchase of securities available for sale (216,000 ) (535,347 )
Proceeds from sale of Visa shares 3,856 --
Net redemption (purchase) of Federal Home Loan Bank stock 40,945 (83,685 )
Net increase in loans (2,531,383 ) (1,476,755 )
Purchase of premises and equipment, net (47,930 ) (21,378 )
Net cash used in investing activities (2,079,194 ) (3,736,009 )
Cash Flows from Financing Activities:
Net increase in deposits 2,646,779 431,829
Net (decrease) increase in short-term borrowed funds (703,100 ) 1,925,000
Net decrease in long-term borrowed funds (4,990 ) (789,749 )
Tax effect of stock plans 2,569 797
Cash dividends paid on common stock (331,627 ) (330,172 )
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Treasury stock purchases (6,343 ) (4,352 )
Net cash received from stock option exercises 61 327
Net cash provided by financing activities 1,603,349 1,233,680
Net increase (decrease) in cash and cash equivalents 17,987 (1,173,696 )
Cash and cash equivalents at beginning of period 644,550 2,427,258
Cash and cash equivalents at end of period $662,537 $1,253,562
Supplemental information:
Cash paid for interest $413,102 $415,399
Cash paid for income taxes 176,654 118,322
Non-cash investing and financing activities:
Transfers to other real estate owned from loans 107,936 96,729
Transfer of loans from held for investment to held for sale 398,715 --

See accompanying notes to the consolidated financial statements.

4

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

12



NEW YORK COMMUNITY BANCORP, INC.

NOTES TO THE UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Organization and Basis of Presentation

Organization

Formerly known as Queens County Bancorp, Inc., New York Community Bancorp, Inc. (on a stand-alone basis, the
“Parent Company” or, collectively with its subsidiaries, the “Company”) was organized under Delaware law on July 20,
1993 and is the holding company for New York Community Bank and New York Commercial Bank (hereinafter
referred to as the “Community Bank” and the “Commercial Bank,” respectively, and collectively as the “Banks”). In
addition, for the purpose of these Consolidated Financial Statements, the “Community Bank” and the “Commercial Bank”
refer not only to the respective banks but also to their respective subsidiaries.

The Community Bank is the primary banking subsidiary of the Company. Founded on April 14, 1859 and formerly
known as Queens County Savings Bank, the Community Bank converted from a state-chartered mutual savings bank
to the capital stock form of ownership on November 23, 1993, at which date the Company issued its initial offering of
common stock (par value: $0.01 per share) at a price of $25.00 per share. The Commercial Bank was established on
December 30, 2005.

Reflecting nine stock splits between September 30, 1994 and February 17, 2004, the Company’s initial offering price
adjusts to $0.93 per share. All share and per share data presented in this report reflect the impact of the stock splits.

The Company changed its name to New York Community Bancorp, Inc. on November 21, 2000 in anticipation of
completing the first of eight business combinations that expanded its footprint well beyond Queens County to
encompass all five boroughs of New York City, Long Island, and Westchester County in New York, and seven
counties in the northern and central parts of New Jersey. The Company expanded beyond this region to south Florida,
northeast Ohio, and central Arizona through its FDIC-assisted acquisition of certain assets and its assumption of
certain liabilities of AmTrust Bank (“AmTrust”) in December 2009, and extended its Arizona franchise through its
FDIC-assisted acquisition of certain assets and its assumption of certain liabilities of Desert Hills Bank (“Desert Hills”)
in March 2010. On June 28, 2012, the Company completed its 11th transaction when it assumed the deposits of
Aurora Bank FSB.

Reflecting its growth through acquisitions, the Community Bank currently operates 242 branches, four of which
operate directly under the Community Bank name. The remaining 238 Community Bank branches operate through
seven divisional banks: Queens County Savings Bank, Roslyn Savings Bank, Richmond County Savings Bank, and
Roosevelt Savings Bank (in New York); Garden State Community Bank in New Jersey; AmTrust Bank in Florida and
Arizona; and Ohio Savings Bank in Ohio.

The Commercial Bank currently operates 30 branches in Manhattan, Queens, Brooklyn, Westchester County, and
Long Island (all in New York), including 18 branches that operate under the name “Atlantic Bank.”

Basis of Presentation

The following is a description of the significant accounting and reporting policies that the Company and its
wholly-owned subsidiaries follow in preparing and presenting their consolidated financial statements, which conform
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to U.S. generally accepted accounting principles (“GAAP”) and to general practices within the banking industry. The
preparation of financial statements in conformity with GAAP requires the Company to make estimates and judgments
that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the
date of the consolidated financial statements, and the reported amounts of revenues and expenses during the reporting
period. Estimates that are particularly susceptible to change in the near term are used in connection with the
determination of the allowances for loan losses; the valuation of mortgage servicing rights (“MSRs”); the evaluation of
goodwill for impairment; the evaluation of other-than-temporary impairment (“OTTI”) on securities; and the evaluation
of the need for a valuation allowance on the Company’s deferred tax assets.

The unaudited consolidated financial statements include the accounts of the Company and other entities in which the
Company has a controlling financial interest. All inter-company accounts and transactions are eliminated in
consolidation. These unaudited consolidated financial statements should be read in conjunction with the audited
consolidated financial statements and notes thereto included in the Company’s 2013 Annual Report on Form 10-K. The
Company currently has certain unconsolidated subsidiaries in the form of wholly-owned statutory business trusts,
which were formed to issue guaranteed capital debentures (“capital securities”). Please see Note 7, “Borrowed Funds,” for
additional information regarding these trusts.

5
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Effects of New Accounting Pronouncements

In January 2014, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”)
No. 2014-01, “Investments – Equity Method and Joint Ventures (Topic 323), Accounting for Investments in Qualified
Affordable Housing Projects.” The amendments in ASU No. 2014-01 provide guidance on accounting for investments
by a reporting entity in flow-through limited liability entities that manage or invest in affordable housing projects that
qualify for the low-income housing tax credit. The amendments permit reporting entities to make an accounting policy
election to account for their investments in qualified affordable housing projects using the proportional amortization
method if certain conditions are met. The Company chose to apply this new guidance for the period beginning on
January 1, 2014.

The impact of applying this new guidance included a $1.3 million reduction in the balance of retained earnings as of
January 1, 2014. The total amount of affordable housing tax credits and other tax benefits projected to be recognized
during calendar year 2014, and the related amount of amortization recognized as a component of income tax expense
for calendar year 2014, are $4.0 million and $2.8 million, respectively. The commitment of additional anticipated
equity contributions of $7.3 million relating to current investments is reflected in “Other liabilities.” Retrospective
application of the new amortization methodology would not result in a material change to prior-period presentations.

Note 2. Computation of Earnings per Share

Basic earnings per share (“EPS”) is computed by dividing net income by the weighted average number of common
shares outstanding during the period. Diluted EPS is computed using the same method as basic EPS, however, the
computation reflects the potential dilution that would occur if outstanding in-the-money stock options were exercised
and converted into common stock.

Unvested stock-based compensation awards containing non-forfeitable rights to dividends are considered participating
securities, and therefore are included in the two-class method for calculating EPS. Under the two-class method, all
earnings (distributed and undistributed) are allocated to common shares and participating securities, based on their
respective rights to receive dividends. The Company grants restricted stock to certain employees under its stock-based
compensation plans. Recipients receive cash dividends during the vesting periods of these awards, including on the
unvested portion of such awards. Since these dividends are non-forfeitable, the unvested awards are considered
participating securities and therefore have earnings allocated to them.

The following table presents the Company’s computation of basic and diluted EPS for the periods indicated:

Three Months Ended

September 30,

Nine Months Ended

September 30,
(in thousands, except share and per share data) 2014 2013 2014 2013
Net income $120,258 $114,200 $354,200 $355,392
Less: Dividends paid on and earnings allocated to

   participating securities (851 ) (723 ) (2,500 ) (2,248 )
Earnings applicable to common stock $119,407 $113,477 $351,700 $353,144

Weighted average common shares outstanding 441,127,550 439,435,579 440,953,121 439,199,487
Basic earnings per common share $0.27 $0.26 $0.80 $0.80
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Earnings applicable to common stock $119,407 $113,477 $351,700 $353,144

Weighted average common shares outstanding 441,127,550 439,435,579 440,953,121 439,199,487
Potential dilutive common shares (1) -- -- -- 3,971
Total shares for diluted earnings per share computation 441,127,550 439,435,579 440,953,121 439,203,458

Diluted earnings per common share and common share
equivalents $0.27 $0.26 $0.80 $0.80

(1) Options to purchase 58,560 shares of the Company’s common stock that were outstanding in the three and nine
months ended September 30, 2014, at a weighted average exercise price of $18.04, were excluded from the
respective computations of diluted EPS because their inclusion would have had an antidilutive effect. Options to
purchase 62,040 shares of the Company’s common stock that were outstanding in the three and nine months ended
September 30, 2013, at a weighted average exercise price of $17.95, were excluded from the respective
computations of diluted EPS because their inclusion also would have had an antidilutive effect.

6
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Note 3. Reclassifications Out of Accumulated Other Comprehensive Loss (“AOCL”)

(in thousands) For the Nine Months Ended September 30, 2014
Amount
Reclassified
from Affected Line Item in the

Details About
Accumulated
Other Consolidated Statement of Income

Accumulated Other Comprehensive Loss Comprehensive Loss (1)and Comprehensive Income
Unrealized gains on available-for-sale securities $5,317 Net gain on sales of securities

(2,146) Income tax expense
$3,171 Net gain on sales of securities, net of tax

Amortization of defined benefit pension plan items:

Prior-service costs $186

Included in the computation of net

   periodic (credit) expense (2)

Actuarial losses (2,820)

Included in the computation of net

   periodic (credit) expense (2)
(2,634) Total before tax
1,064 Income tax benefit

$(1,570)

Amortization of defined benefit pension

   plan items, net of tax
Total reclassifications for the period $1,601

(1) Amounts in parentheses indicate expense items.
(2)Please see Note 9, “Pension and Other Post-Retirement Benefits,” for additional information.

Note 4. Securities

The following table summarizes the Company’s portfolio of securities available for sale at September 30, 2014:

September 30, 2014
Gross Gross

Amortized Unrealized Unrealized
(in thousands) Cost Gain Loss Fair Value
Mortgage-Related Securities:
GSE (1) certificates $19,295 $ 1,397 $ -- $ 20,692
GSE CMOs (2) 59,499 743 1,167 59,075
Private label CMOs 9,417 -- 50 9,367
Total mortgage-related securities $88,211 $ 2,140 $ 1,217 $ 89,134
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Other Securities:
Municipal bonds $964 $ 133 $ -- $ 1,097
Capital trust notes 13,428 51 1,870 11,609
Preferred stock 118,205 5,116 635 122,686
Common stock 17,943 608 45 18,506
Total other securities $150,540 $ 5,908 $ 2,550 $ 153,898
Total securities available for sale $238,751 $ 8,048 $ 3,767 $ 243,032

(1)Government-sponsored enterprise
(2)Collateralized mortgage obligations
At September 30, 2014, the fair value of marketable equity securities included corporate preferred stock of $122.7
million and common stock of $18.5 million, with the latter primarily consisting of mutual funds that are Community
Reinvestment Act-qualified investments.

7
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The following table summarizes the Company’s portfolio of securities available for sale at December 31, 2013:

December 31, 2013
Gross Gross

Amortized Unrealized Unrealized
(in thousands) Cost Gain Loss Fair Value
Mortgage-Related Securities:
GSE certificates $23,759 $ 1,442 $ 1 $ 25,200
GSE CMOs 62,082 598 1,861 60,819
Private label CMOs 10,214 -- 12 10,202
Total mortgage-related securities $96,055 $ 2,040 $ 1,874 $ 96,221
Other Securities:
Municipal bonds $957 $ 69 $ -- $ 1,026
Capital trust notes 13,419 60 1,681 11,798
Preferred stock 118,205 1,936 3,902 116,239
Common stock 51,654 4,093 293 55,454
Total other securities $184,235 $ 6,158 $ 5,876 $ 184,517
Total securities available for sale $280,290 $ 8,198 $ 7,750 $ 280,738

The following tables summarize the Company’s portfolio of securities held to maturity at September 30, 2014 and
December 31, 2013:

September 30, 2014
Gross Gross

Amortized Carrying Unrealized Unrealized
(in thousands) Cost Amount Gain Loss Fair Value
Mortgage-Related Securities:
GSE certificates $2,515,030 $2,515,030 $ 74,212 $ 13,892 $2,575,350
GSE CMOs 1,764,784 1,764,784 55,971 3,352 1,817,403
Total mortgage-related securities $4,279,814 $4,279,814 $ 130,183 $ 17,244 $4,392,753
Other Securities:
GSE debentures $2,780,330 $2,780,330 $ 16,530 $ 86,860 $2,710,000
Corporate bonds 73,211 73,211 12,381 -- 85,592
Municipal bonds 59,277 59,277 5 1,775 57,507
Capital trust notes 84,470 75,612 5,587 10,036 71,163
Total other securities $2,997,288 $2,988,430 $ 34,503 $ 98,671 $2,924,262
Total securities held to maturity (1) $7,277,102 $7,268,244 $ 164,686 $ 115,915 $7,317,015

(1)Held-to-maturity securities are reported at a carrying amount equal to amortized cost less the non-credit portion of
OTTI recorded in AOCL. At September 30, 2014, the non-credit portion of OTTI recorded in AOCL was $8.9
million (before taxes).

8
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December 31, 2013
Gross Gross

Amortized Carrying Unrealized Unrealized
(in thousands) Cost Amount Gain Loss Fair Value
Mortgage-Related Securities:
GSE certificates $2,529,102 $2,529,102 $ 30,145 $ 61,280 $2,497,967
GSE CMOs 1,878,885 1,878,885 29,330 22,520 1,885,695
Total mortgage-related securities $4,407,987 $4,407,987 $ 59,475 $ 83,800 $4,383,662
Other Securities:
GSE debentures $3,053,253 $3,053,253 $ 6,512 $ 208,506 $2,851,259
Corporate bonds 72,899 72,899 11,063 -- 83,962
Municipal bonds 60,462 60,462 19 3,849 56,632
Capital trust notes 84,871 75,681 3,134 9,086 69,729
Total other securities $3,271,485 $3,262,295 $ 20,728 $ 221,441 $3,061,582
Total securities held to maturity (1) $7,679,472 $7,670,282 $ 80,203 $ 305,241 $7,445,244

(1)Held-to-maturity securities are reported at a carrying amount equal to amortized cost less the non-credit portion of
OTTI recorded in AOCL. At December 31, 2013, the non-credit portion of OTTI recorded in AOCL was $9.2
million (before taxes).

The Company had $520.4 million and $561.4 million of Federal Home Loan Bank (“FHLB”) stock, at cost, at
September 30, 2014 and December 31, 2013, respectively, primarily consisting of stock in the FHLB-New York
(“FHLB-NY”). The Company is required to maintain an investment in FHLB-NY stock in order to have access to the
funding it provides to the Company.

The following table summarizes the gross proceeds, gross realized gains, and gross realized losses from the sale of
available-for-sale securities during the nine months ended September 30, 2014 and 2013:

For the Nine Months
Ended
September 30,

(in thousands) 2014 2013
Gross proceeds $254,491 $593,551
Gross realized gains 5,317 6,212
Gross realized losses -- --

In addition, during the nine months ended September 30, 2013, the Company sold held-to-maturity securities with
gross proceeds of $191.1 million and gross realized gains of $11.6 million, all of which were securities on which the
Company had collected a substantial portion (at least 85%) of the initial principal balance. No comparable sales
occurred in the first nine months of 2014.

In the following table, the beginning balance represents the credit loss component for debt securities on which OTTI
occurred prior to January 1, 2014. For credit-impaired debt securities, OTTI recognized in earnings after that date is
presented as an addition in two components, based upon whether the current period is the first time a debt security was
credit-impaired (initial credit impairment) or is not the first time a debt security was credit-impaired (subsequent
credit impairment).
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For the Nine
Months Ended

(in thousands) September 30, 2014
Beginning credit loss amount as of December 31, 2013 $ 216,334
Add: Initial other-than-temporary credit losses --
Subsequent other-than-temporary credit losses --
Amount previously recognized in AOCL --
Less: Realized losses for securities sold --
Securities intended or required to be sold --
Increases in expected cash flows on debt securities --
Ending credit loss amount as of September 30, 2014 $ 216,334

9
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The following table summarizes the carrying amounts and estimated fair values of held-to-maturity debt securities,
and the amortized costs and estimated fair values of available-for-sale debt securities, at September 30, 2014, by
contractual maturity. Mortgage-related securities held to maturity and available for sale, all of which have prepayment
provisions, are distributed to a maturity category based on the ends of the estimated average lives of such securities.
Principal and amortization prepayments are not shown in maturity categories as they occur, but are considered in the
determination of estimated average life.

At September 30, 2014
U.S.

Mortgage- Treasury

Related Average and GSE Average MunicipalAverage
Other
Debt Average

(dollars in
thousands) Securities Yield Obligations Yield Bonds

Yield
(1) Securities (2)Yield Fair Value

Held-to-Maturity
Securities:
Due within one
year $-- -- % $-- -- % $-- -- % $ -- -- % $--
Due from one to
five years 841 5.89 60,190 4.17 967 2.96 -- -- 67,544
Due from five to
ten years 3,233,780 3.22 2,707,852 2.74 -- -- 47,251 3.14 6,000,178
Due after ten years 1,045,193 3.36 12,288 3.99 58,310 2.85 101,572 5.80 1,249,293
Total debt
securities held to
maturity $4,279,814 3.25 % $2,780,330 2.78 % $59,277 2.85 % $148,823 4.96 % $7,317,015
Available-for-Sale
Securities: (3)
Due within one
year $-- -- % $-- -- % $125 6.09 % $-- -- % $126
Due from one to
five years 4,083 6.82 -- -- 558 6.45 -- -- 4,921
Due from five to
ten years 16,137 3.72 -- -- 281 6.63 -- -- 17,416
Due after ten years 67,991 3.59 -- -- -- -- 13,428 5.67 79,377
Total debt
securities available
for sale $88,211 3.76 % $-- -- % $964 6.46 % $13,428 5.67 % $101,840

(1)Not presented on a tax-equivalent basis.
(2)Consists of corporate bonds and capital trust notes. Included in capital trust notes are $247,000 of pooled trust

preferred securities held to maturity, all of which are due after ten years. The remaining capital trust notes consist
of single-issue trust preferred securities.

(3)As equity securities have no contractual maturity, they have been excluded from this table.
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The following table presents held-to-maturity and available-for-sale securities having a continuous unrealized loss
position for less than twelve months and for twelve months or longer as of September 30, 2014:

At September 30, 2014
Less than Twelve
Months Twelve Months or Longer Total

(in thousands) Fair Value Unrealized LossFair Value Unrealized LossFair Value Unrealized Loss
Temporarily Impaired
Held-to-Maturity Debt Securities:
GSE debentures $129,894 $ 75 $2,150,525 $ 86,785 $2,280,419 $ 86,860
GSE certificates 269,519 1,606 493,289 12,286 762,808 13,892
GSE CMOs 52,932 93 147,839 3,259 200,771 3,352
Municipal bonds 14,078 158 42,456 1,617 56,534 1,775
Capital trust notes 24,907 93 36,238 9,943 61,145 10,036
Total temporarily impaired
held-to-maturity debt securities $491,330 $ 2,025 $2,870,347 $ 113,890 $3,361,677 $ 115,915
Temporarily Impaired
Available-for-Sale Securities:
Debt Securities:
Private label CMOs $9,367 $ 50 $-- $ -- $9,367 $ 50
GSE CMOs -- -- 45,456 1,167 45,456 1,167
Capital trust notes 1,993 8 5,566 1,862 7,559 1,870
Total temporarily impaired
available-for-sale debt securities $11,360 $ 58 $51,022 $ 3,029 $62,382 $ 3,087
Equity securities 8,897 171 14,784 509 23,681 680
Total temporarily impaired
available-for-sale securities $20,257 $ 229 $65,806 $ 3,538 $86,063 $ 3,767
10
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The following table presents held-to-maturity and available-for-sale securities having a continuous unrealized loss
position for less than twelve months and for twelve months or longer as of December 31, 2013:

At December 31, 2013 Less than Twelve Months
Twelve Months or
Longer Total

(in thousands) Fair Value Unrealized LossFair ValueUnrealized LossFair Value Unrealized Loss
Temporarily Impaired
Held-to-Maturity Debt Securities:
GSE debentures $2,777,417 $ 208,506 $-- $ -- $2,777,417 $ 208,506
GSE certificates 1,684,793 61,280 -- -- 1,684,793 61,280
GSE CMOs 936,691 22,520 -- -- 936,691 22,520
Municipal bonds 55,333 3,849 -- -- 55,333 3,849
Capital trust notes 24,900 100 37,181 8,986 62,081 9,086
Total temporarily impaired
held-to-maturity debt securities $5,479,134 $ 296,255 $37,181 $ 8,986 $5,516,315 $ 305,241

Temporarily Impaired
Available-for-Sale Securities:
Debt Securities:
GSE certificates $-- $ -- $110 $ 1 $110 $ 1
Private label CMOs 10,202 12 -- -- 10,202 12
GSE CMOs 44,725 1,861 -- -- 44,725 1,861
Capital trust notes 1,992 8 5,746 1,673 7,738 1,681
Total temporarily impaired
available-for-sale debt securities $56,919 $ 1,881 $5,856 $ 1,674 $62,775 $ 3,555
Equity securities 75,886 4,195 -- -- 75,886 4,195
Total temporarily impaired
available-for-sale securities $132,805 $ 6,076 $5,856 $ 1,674 $138,661 $ 7,750

An OTTI loss on impaired securities must be fully recognized in earnings if an investor has the intent to sell the debt
security, or if it is more likely than not that the investor will be required to sell the debt security before recovery of its
amortized cost. However, even if an investor does not expect to sell a debt security, it must evaluate the expected cash
flows to be received and determine if a credit loss has occurred. In the event that a credit loss occurs, only the amount
of impairment associated with the credit loss is recognized in earnings. Amounts relating to factors other than credit
losses are recorded in AOCL. FASB guidance also requires additional disclosures regarding the calculation of credit
losses, as well as factors considered by the investor in reaching a conclusion that an investment is not
other-than-temporarily impaired.

Securities in unrealized loss positions are analyzed as part of the Company’s ongoing assessment of OTTI. When the
Company intends to sell such securities, the Company recognizes an impairment loss equal to the full difference
between the amortized cost basis and the fair value of those securities. When the Company does not intend to sell
equity or debt securities in an unrealized loss position, potential OTTI is considered based on a variety of factors,
including the length of time and extent to which the fair value has been less than the cost; adverse conditions
specifically related to the industry, the geographic area, or financial condition of the issuer, or the underlying
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collateral of a security; the payment structure of the security; changes to the rating of the security by a rating agency;
the volatility of the fair value changes; and changes in fair value of the security after the balance sheet date. For debt
securities, the Company estimates cash flows over the remaining life of the underlying collateral to assess whether
credit losses exist and, where applicable, to determine if any adverse changes in cash flows have occurred. The
Company’s cash flow estimates take into account expectations of relevant market and economic data as of the end of
the reporting period. As of September 30, 2014, the Company did not intend to sell its securities with an unrealized
loss position, and it was more likely than not that the Company would not be required to sell these securities before
recovery of their amortized cost basis. The Company believes that the securities with an unrealized loss position were
not other-than-temporarily impaired as of September 30, 2014.

Other factors considered in determining whether or not an impairment is temporary include the  severity of the
impairment; the cause of the impairment; the  near-term prospects of the issuer;  and the forecasted recovery period
using current estimates of volatility in market interest rates (including liquidity and risk premiums).

Management’s assertion regarding its intent not to sell, or that it is not more likely than not that the Company will be
required to sell a security before its anticipated recovery, is based on a number of factors, including a quantitative
estimate of the expected recovery period (which may extend to maturity), and management’s intended strategy with
respect to the identified security or portfolio. If management does have the intent to sell, or believes it is more likely
than not that the Company will be required to sell the security before its anticipated recovery, the unrealized loss is
charged directly to earnings in the Consolidated Statement of Income and Comprehensive Income.
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The unrealized losses on the Company’s GSE mortgage-related securities and GSE debentures at September 30, 2014
were primarily caused by movements in market interest rates and spread volatility, rather than credit risk. It is
expected that these securities will not be settled at a price that is less than the amortized cost of the Company’s
investment. Because the Company does not have the intent to sell the investments, and it is not more likely than not
that the Company will be required to sell them before the anticipated recovery of fair value, which may be at maturity,
the Company did not consider these investments to be other than temporarily impaired at September 30, 2014.

The Company reviews quarterly financial information related to its investments in municipal bonds and capital trust
notes, as well as other information that is released by each of the issuers of such bonds and notes, to determine their
continued creditworthiness. The contractual terms of these investments do not permit settling the securities at prices
that are less than the amortized costs of the investments; therefore, the Company expects that these investments will
not be settled at prices that are less than their amortized costs. The Company continues to monitor these investments
and currently estimates that the present value of expected cash flows is not less than the amortized cost of the
securities. Because the Company does not have the intent to sell the investments, and it is not more likely than not that
the Company will be required to sell them before the anticipated recovery of fair value, which may be at maturity, it
did not consider these investments to be other-than-temporarily impaired at September 30, 2014. It is possible that
these securities will perform worse than is currently expected, which could lead to adverse changes in cash flows from
these securities and potential OTTI losses in the future. Future events that could trigger material unrecoverable
declines in the fair values of the Company’s investments, and result in potential OTTI losses, include, but are not
limited to, government intervention; deteriorating asset quality and credit metrics; significantly higher levels of default
and loan loss provisions; losses in value on the underlying collateral; deteriorating credit enhancement; net operating
losses; and further illiquidity in the financial markets.

At September 30, 2014, the Company’s equity securities portfolio consisted of perpetual preferred stock, common
stock, and mutual funds. The Company considers a decline in the fair value of available-for-sale equity securities to be
other than temporary if the Company does not expect to recover the entire amortized cost basis of the security. The
unrealized losses on the Company’s equity securities at the end of September 2014 were primarily caused by market
volatility. The Company evaluated the near-term prospects of a recovery of fair value for each security in the
portfolio, together with the severity and duration of impairment to date. Based on this evaluation, and its ability and
intent to hold these investments for a reasonably sufficient period of time to realize a near-term forecasted recovery of
fair value, the Company did not consider these investments to be other-than-temporarily impaired at September 30,
2014. Nonetheless, it is possible that these equity securities will perform worse than is currently expected, which
could lead to adverse changes in their fair values, or the failure of the securities to fully recover in value as presently
forecasted by management. This potentially would cause the Company to record OTTI losses in future periods. Events
that could trigger material declines in the fair values of these securities include, but are not limited to, deterioration in
the equity markets; a decline in the quality of the loan portfolios of the issuers in which the Company has invested;
and the recording of higher loan loss provisions and net operating losses by such issuers.

The investment securities designated as having a continuous loss position for twelve months or more at September 30,
2014 consisted of thirty-one agency mortgage-backed securities, seventeen agency debt securities, six agency CMOs,
six capital trust notes, two municipal bonds, and one preferred stock security. At December 31, 2013, the investment
securities designated as having a continuous loss position for twelve months or more consisted of six capital trust
notes and one mortgage-backed security. At September 30, 2014 and December 31, 2013, the combined market value
of the respective securities represented unrealized losses of $117.4 million and $10.7 million. At September 30, 2014,
the fair value of securities having a continuous loss position for twelve months or more was 3.9% below the collective
amortized cost of $3.1 billion. At December 31, 2013, the fair value of such securities was 19.9% below the collective
amortized cost of $53.7 million.
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Note 5. Loans

The following table sets forth the composition of the loan portfolio at September 30, 2014 and December 31, 2013:

September 30, 2014 December 31, 2013
Percent of Percent of
Non-Covered Non-Covered
Loans Held for Loans Held for

(dollars in thousands) Amount Investment Amount Investment
Non-Covered Loans Held for Investment:
Mortgage Loans:
Multi-family $22,862,495 70.93 % $20,699,927 69.41 %
Commercial real estate 7,660,776 23.78 7,364,231 24.70
One-to-four family 404,750 1.26 560,730 1.88
Acquisition, development, and construction 310,585 0.96 344,100 1.15
Total mortgage loans held for investment 31,238,606 96.92 % 28,968,988 97.14 %
Other Loans:
Commercial and industrial 824,186 2.56 712,260 2.39
Lease financing, net of unearned income

   of $7,771 and $5,723 135,833 0.42 101,431 0.34
Total commercial and industrial loans 960,019 2.98 813,691 2.73
Other 33,956 0.11 39,036 0.13
Total other loans held for investment 993,975 3.08 852,727 2.86
Total non-covered loans held for investment $32,232,581 100.00 % $29,821,715 100.00 %
Net deferred loan origination costs 19,428 16,274
Allowance for losses on non-covered loans (139,744 ) (141,946 )
Non-covered loans held for investment, net $32,112,265 $29,696,043
Covered loans 2,504,622 2,788,618
Allowance for losses on covered loans (45,682 ) (64,069 )
Total covered loans, net $2,458,940 $2,724,549
Loans held for sale 680,147 306,915
Total loans, net $35,251,352 $32,727,507

Non-Covered Loans

Non-Covered Loans Held for Investment

The vast majority of the loans the Company originates for investment are multi-family loans, most of which are
collateralized by non-luxury apartment buildings in New York City that are rent-regulated and feature below-market
rents. In addition, the Company originates commercial real estate (“CRE”) loans, most of which are collateralized by
properties located in New York City and Long Island.

The Company also originates one-to-four family loans; acquisition, development, and construction (“ADC”) loans; and
commercial and industrial (“C&I”) loans for investment. ADC loans are primarily originated for multi-family and
residential tract projects in New York City and on Long Island, while one-to-four family loans are originated both
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within and beyond the markets served by its branch offices. C&I loans consist of asset-based loans, equipment loans
and leases, and dealer floor plan loans (together, “specialty finance loans and leases”) that are made to nationally
recognized borrowers throughout the U.S. and are senior debt-secured; and other C&I loans, both secured and
unsecured, that primarily are made to small and mid-size businesses in Metro New York. Such C&I loans are typically
made for working capital, business expansion, and the purchase of machinery and equipment.

Payments on multi-family and CRE 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 the Company’s
borrowers to repay these loans may be impacted by adverse conditions in the local real estate market and the local
economy. While the Company generally requires that such loans be qualified on the basis of the collateral property’s
current cash flows, appraised value, and debt service coverage ratio, among other factors, there can be no assurance
that its underwriting policies will protect the Company from credit-related losses or delinquencies.
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The one-to-four family loans that are held for investment consist primarily of hybrid loans (both jumbo and
agency-conforming) that have been made at conservative loan-to-value ratios to borrowers with a documented history
of repaying their debts.

ADC loans typically involve a higher degree of credit risk than loans secured by improved or owner-occupied real
estate. Accordingly, borrowers are required to provide a guarantee of repayment and completion, and loan proceeds
are disbursed as construction progresses, as certified by in-house or third-party engineers. The risk of loss on an ADC
loan is largely dependent upon the accuracy of the initial appraisal of the property’s value upon completion of
construction or development; the estimated cost of construction, including interest; and the estimated time to complete
and/or sell or lease such property. The Company seeks to minimize these risks by maintaining conservative lending
policies and rigorous underwriting standards. However, if the estimate of value proves to be inaccurate, the cost of
completion is greater than expected, the length of time to complete and/or sell or lease the collateral property is
greater than anticipated, or if there is a downturn in the local economy or real estate market, the property could have a
value upon completion that is insufficient to assure full repayment of the loan. This could have a material adverse
effect on the quality of the ADC loan portfolio, and could result in losses or delinquencies.

To minimize the risk involved in specialty finance lending and leasing, the Company primarily participates in broadly
syndicated asset-based loans, equipment loan and lease financing, and dealer floor plan loans that are presented by
those who are on an approved list of select, nationally recognized sources with whom its lending officers have
established long-term funding relationships. The loans and leases, which are secured by a perfected first security
interest in the underlying collateral and structured as senior debt, are made to large corporate obligors, the majority of
which are publicly traded, carry investment grade or near-investment grade ratings, participate in stable industries, and
are located nationwide. To further minimize the risk involved in specialty finance lending and leasing, the Company
re-underwrites each transaction; in addition, it retains outside counsel to conduct a further review of the underlying
documentation.

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

Included in non-covered loans held for investment at September 30, 2014 and December 31, 2013 were loans to
non-officer directors of $130.1 million and $149.4 million, respectively.

Loans Held for Sale

The Community Bank’s mortgage banking operation was established in January 2010 to originate, aggregate, and
service one-to-four family loans. Community banks, credit unions, mortgage companies, and mortgage brokers use its
proprietary web-accessible mortgage banking platform to originate and close one-to-four family loans throughout the
U.S. These loans are generally sold, servicing retained, to GSEs. To a much lesser extent, the Community Bank uses
its mortgage banking platform to originate fixed-rate jumbo loans under contract for sale to other financial institutions.
The volume of jumbo loan originations has been insignificant to date, and the Company does not expect such loans to
represent a material portion of the held-for-sale loans it originates. Included in the September 30, 2014 held for sale
balance were $398.7 million of one-to-four family and commercial and industrial loans that transferred from loans
held for investment during the quarter.  The Company also services mortgage loans for various third parties, primarily
including those it sells to GSEs. The unpaid principal balance of loans serviced for others was $22.1 billion at
September 30, 2014 and $21.5 billion at December 31, 2013.
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Asset Quality

The following table presents information regarding the quality of the Company’s non-covered loans held for
investment at September 30, 2014:

Loans 90
 Days
or More
Delinquent

Loans Non- and Still Total

30-89 Days Accrual Accruing
Past
Due Current Total Loans

(in thousands) Past Due Loans Interest Loans Loans Receivable
Multi-family $ 2,516 $29,942 $ -- $32,458 $22,830,037 $22,862,495
Commercial real estate 164 28,586 -- 28,750 7,632,026 7,660,776
One-to-four family 2,451 10,575 -- 13,026 391,724 404,750
Acquisition, development, and

   construction -- 2,328 -- 2,328 308,257 310,585
Commercial and industrial (1) -- 8,439 -- 8,439 951,580 960,019
Other 1,274 1,149 -- 2,423 31,533 33,956
Total $ 6,405 $81,019 $ -- $87,424 $32,145,157 $32,232,581

(1)Includes lease financing receivables, all of which were current at September 30, 2014.
The following table presents information regarding the quality of the Company’s non-covered loans held for
investment at December 31, 2013:

Loans 90
 Days
or More
Delinquent

Loans Non- and Still Total
30-89 Days Accrual Accruing Past Due Current Total Loans

(in thousands) Past Due Loans Interest Loans Loans Receivable
Multi-family $ 33,678 $58,395 $ -- $92,073 $20,607,854 $20,699,927
Commercial real estate 1,854 24,550 -- 26,404 7,337,827 7,364,231
One-to-four family 1,076 10,937 -- 12,013 548,717 560,730
Acquisition, development, and

   construction -- 2,571 -- 2,571 341,529 344,100
Commercial and industrial (1) 1 5,735 -- 5,736 807,955 813,691
Other 480 1,349 -- 1,829 37,207 39,036
Total $ 37,089 $103,537 $ -- $140,626 $29,681,089 $29,821,715

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

33



(1)Includes lease financing receivables, all of which were current at December 31, 2013.
The following table summarizes the Company’s portfolio of non-covered loans held for investment by credit quality
indicator at September 30, 2014:

Acquisition, Total Total
Commercial One-to-FourDevelopment,Mortgage Commercial Other Loan

(in thousands) Multi-Family Real Estate Family and ConstructionLoans and Industrial(1)Other Segment
Credit Quality
Indicator:
Pass $22,799,073 $7,611,591 $398,617 $ 307,918 $31,117,199 $ 910,114 $32,808 $942,922
Special
mention 27,104 13,636 -- -- 40,740 40,957 -- 40,957
Substandard 36,318 35,549 6,133 2,667 80,667 8,948 1,148 10,096
Doubtful -- -- -- -- -- -- -- --
Total $22,862,495 $7,660,776 $404,750 $ 310,585 $31,238,606 $ 960,019 $33,956 $993,975

(1)Includes lease financing receivables, all of which were classified as “pass.”
15
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The following table summarizes the Company’s portfolio of non-covered loans held for investment by credit quality
indicator at December 31, 2013:

Acquisition, Total Total
Commercial One-to-FourDevelopment,Mortgage Commercial Other Loan

(in thousands) Multi-Family Real Estate Family and ConstructionLoans and Industrial(1)Other Segment
Credit Quality
Indicator:
Pass $20,527,460 $7,304,502 $554,132 $ 333,805 $28,719,899 $ 793,693 $37,688 $831,381
Special
mention 73,549 25,407 -- 7,400 106,356 13,036 -- 13,036
Substandard 98,918 33,822 6,598 2,895 142,233 6,808 1,348 8,156
Doubtful -- 500 -- -- 500 154 -- 154
Total $20,699,927 $7,364,231 $560,730 $ 344,100 $28,968,988 $ 813,691 $39,036 $852,727

(1)Includes lease financing receivables, all of which were classified as “pass.”
The preceding classifications follow regulatory guidelines and can be generally described as follows: pass loans are of
satisfactory quality; special mention loans have a potential weakness or risk that may result in the deterioration of
future repayment; substandard loans are inadequately protected by the current net worth and paying capacity of the
borrower or of the collateral pledged (these loans have a well-defined weakness and there is a distinct possibility that
the Company will sustain some loss); and doubtful loans, based on existing circumstances, have weaknesses that make
collection or liquidation in full highly questionable and improbable. In addition, one-to-four family loans are classified
utilizing an inter-regulatory agency methodology that incorporates the extent of delinquency and the loan-to-value
ratios. These classifications are the most current available and generally have been updated within the last twelve
months.

Troubled Debt Restructurings

The Company is required to account for certain held-for-investment loan modifications or restructurings as “Troubled
Debt Restructurings” (“TDRs”). In general, a modification or restructuring of a loan constitutes a TDR if the Company
grants a concession to a borrower experiencing financial difficulty. Loans modified as TDRs generally are placed on
non-accrual status until the Company determines that future collection of principal and interest is reasonably assured,
which requires that the borrower demonstrate performance according to the restructured terms for a period of at least
six consecutive months.

In an effort to proactively manage delinquent loans, the Company has selectively extended to certain borrowers
concessions such as rate reductions, extension of maturity dates, and forbearance agreements. As of September 30,
2014, loans on which concessions were made with respect to rate reductions and/or extension of maturity dates
amounted to $37.0 million; loans on which forbearance agreements were reached amounted to $6.0 million.

The following table presents information regarding the Company’s TDRs as of September 30, 2014 and December 31,
2013:

September 30, 2014 December 31, 2013

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

35



(in thousands) Accruing Non-Accrual Total Accruing Non-Accrual Total
Loan Category:
Multi-family $9,962 $ 12,642 $22,604 $10,083 $ 50,548 $60,631
Commercial real estate 2,137 16,158 18,295 2,198 15,626 17,824
One-to-four family -- -- -- -- -- --
Acquisition, development, and construction -- 935 935 -- -- --
Commercial and industrial -- 1,203 1,203 1,129 758 1,887
Total $12,099 $ 30,938 $43,037 $13,410 $ 66,932 $80,342

The eligibility of a borrower for work-out concessions of any nature depends upon the facts and circumstances of each
transaction, which may change from period to period, and involves judgment by Company personnel regarding the
likelihood that the concession will result in the maximum recovery for the Company.
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In the nine months ended September 30, 2014, the Company classified one ADC loan in the amount of $935,000, one
C&I loan in the amount of $499,000, one multi-family loan in the amount of $316,000, and one CRE loan in the
amount of $2.1 million, as non-accrual TDRs. While other concessions were granted to the borrowers, the interest
rates on the loans were maintained. As a result, these TDRs did not have a financial impact on the Company’s results
of operations during the current nine-month period, with the exception of a $334,000 charge-off recorded in
connection with aforementioned $2.1 million CRE loan.

At September 30, 2014, none of the loans that had been modified as TDRs during the twelve months ended at that date
were in payment default. A loan is considered to be in payment default once it is 30 days contractually past due under
the modified terms.

The Company does not consider a payment to be in default when the loan is in forbearance, or otherwise granted a
delay of payment, when the agreement to forebear or allow a delay of payment is part of a modification. Subsequent
to the modification, the loan is not considered to be in default until payment is contractually past due in accordance
with the modified terms. However, the Company does consider a loan with multiple modifications or forbearance
periods to be in default, and would also consider a loan to be in default if it was in bankruptcy or was partially charged
off subsequent to modification.

Covered Loans

The following table presents the carrying value of covered loans acquired in the AmTrust and Desert Hills
acquisitions as of September 30, 2014:

Percent
of

(dollars in thousands) Amount
Covered
Loans

Loan Category:
One-to-four family $2,282,064 91.1 %
All other loans 222,558 8.9
Total covered loans $2,504,622 100.0 %

The Company refers to the loans acquired in the AmTrust and Desert Hills transactions as “covered loans” because the
Company is being reimbursed for a substantial portion of losses on these loans under the terms of the FDIC loss
sharing agreements. Covered loans are accounted for under Accounting Standards Codification (“ASC”) Topic 310-30,
“Loans and Debt Securities Acquired with Deteriorated Credit Quality” (“ASC 310-30”) and are initially measured at fair
value, which includes estimated future credit losses expected to be incurred over the lives of the loans. Under ASC
310-30, purchasers are permitted to aggregate acquired loans into one or more pools, provided that the loans have
common risk characteristics. A pool is then accounted for as a single asset with a single composite interest rate and an
aggregate expectation of cash flows.

At September 30, 2014 and December 31, 2013, the unpaid principal balances of covered loans were $3.0 billion and
$3.3 billion, respectively. The carrying values of such loans were $2.5 billion and $2.8 billion, respectively, at the
corresponding dates.
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At the respective acquisition dates, the Company estimated the fair values of the AmTrust and Desert Hills loan
portfolios, which represented the expected cash flows from the portfolios, discounted at market-based rates. In
estimating such fair values, the Company: (a) calculated the contractual amount and timing of undiscounted principal
and interest payments (the “undiscounted contractual cash flows”); and (b) estimated the expected amount and timing of
undiscounted principal and interest payments (the “undiscounted expected cash flows”). The amount by which the
undiscounted expected cash flows exceed the estimated fair value (the “accretable yield”) is accreted into interest
income over the lives of the loans. The amount by which the undiscounted contractual cash flows exceed the
undiscounted expected cash flows is referred to as the “non-accretable difference.” The non-accretable difference
represents an estimate of the credit risk in the loan portfolios at the respective acquisition dates.

The accretable yield is affected by changes in interest rate indices for variable rate loans, changes in prepayment
assumptions, and changes in expected principal and interest payments over the estimated lives of the loans. Changes
in interest rate indices for variable rate loans increase or decrease the amount of interest income expected to be
collected, depending on the direction of interest rates. Prepayments affect the estimated lives of covered loans and
could change the amount of interest income and principal expected to be collected. Changes in expected principal and
interest payments over the estimated lives of covered loans are driven by the credit outlook and by actions that may be
taken with borrowers.
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The Company periodically evaluates the estimates of the cash flows it expects to collect. Expected future cash flows
from interest payments are based on variable rates at the time of the periodic evaluation. Estimates of expected cash
flows that are impacted by changes in interest rate indices for variable rate loans and prepayment assumptions are
treated as prospective yield adjustments and included in interest income.

Changes in the accretable yield for covered loans in the nine months ended September 30, 2014 were as follows:

(in thousands) Accretable Yield
Balance at beginning of period $ 796,993
Reclassification from non-accretable difference 302,617
Accretion (104,195 )
Balance at end of period $ 995,415

In the preceding table, the line item “reclassification from non-accretable difference” includes changes in cash flows that
the Company expects to collect due to changes in prepayment assumptions, changes in interest rates on variable rate
loans, and changes in loss assumptions. As of the Company’s most recent periodic evaluation, the underlying credit
assumptions improved which resulted in an increase in future expected interest cash flows and, consequently, an
increase in the accretable yield. The effect of this increase was partially offset by  the coupon rates on variable rate
loans resetting lower, which resulted in a decrease in future expected interest cash flows and, consequently, a decrease
in the accretable yield.

In connection with the AmTrust and Desert Hills acquisitions, the Company also acquired other real estate owned
(“OREO”), all of which is covered under the FDIC loss sharing agreements. Covered OREO was initially recorded at its
estimated fair value on the acquisition date, based on independent appraisals, less the estimated selling costs. Any
subsequent write-downs due to declines in fair value have been charged to non-interest expense, and have been
partially offset by loss reimbursements under the FDIC loss sharing agreements. Any recoveries of previous
write-downs have been credited to non-interest expense and partially offset by the portion of the recovery that was due
to the FDIC.

The FDIC loss share receivable represents the present value of the estimated losses to be reimbursed by the FDIC. The
estimated losses were based on the same cash flow estimates used in determining the fair value of the covered loans.
The FDIC loss share receivable is reduced as losses on covered loans are recognized and as loss sharing payments are
received from the FDIC. Realized losses in excess of acquisition-date estimates result in an increase in the FDIC loss
share receivable. Conversely, if realized losses are lower than the acquisition-date estimates, the FDIC loss share
receivable is reduced by amortization to interest income.

The following table presents information regarding the Company’s covered loans that were 90 days or more past due at
September 30, 2014 and December 31, 2013:

(in thousands)
September 30,
2014

December 31,
2013

Covered Loans 90 Days or More Past Due:
One-to-four family $ 144,881 $ 201,425
Other loans 7,900 10,060
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Total covered loans 90 days or more past due $ 152,781 $ 211,485

The following table presents information regarding the Company’s covered loans that were 30 to 89 days past due at
September 30, 2014 and December 31, 2013:

(in thousands)
September 30,
2014

December 31,
2013

Covered Loans 30-89 Days Past Due:
One-to-four family $ 45,045 $ 52,250
Other loans 3,931 5,679
Total covered loans 30-89 days past due $ 48,976 $ 57,929
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At September 30, 2014, the Company had $49.0 million of covered loans that were 30 to 89 days past due, and
covered loans of $152.8 million that were 90 days or more past due but considered to be performing due to the
application of the yield accretion method under ASC 310-30. The remaining portion of the Company’s covered loan
portfolio totaled $2.3 billion at September 30, 2014 and was considered current at that date. ASC 310-30 allows the
Company to aggregate credit-impaired loans acquired in the same fiscal quarter into one or more pools, provided that
the loans have common risk characteristics. A pool is then accounted for as a single asset with a single composite
interest rate and an aggregate expectation of cash flows.

Loans that may have been classified as non-performing loans by AmTrust or Desert Hills were no longer classified as
non-performing by the Company because, at the respective dates of acquisition, the Company believed that it would
fully collect the new carrying value of these loans. The new carrying value represents the contractual balance, reduced
by the portion that is expected to be uncollectible (i.e., the non-accretable difference) and by an accretable yield
(discount) that is recognized as interest income. It is important to note that management’s judgment is required in
reclassifying loans subject to ASC 310-30 as performing loans, and such judgment is dependent on having a
reasonable expectation about the timing and amount of the cash flows to be collected, even if the loan is contractually
past due.

The primary credit quality indicator for covered loans is the expectation of underlying cash flows. The Company
recorded a recovery for losses on covered loans of $3.9 million in the three months ended September 30, 2014. The
recovery was largely due to an increase in expected cash flows in the acquired portfolios of one-to-four family and
home equity loans, and was partly offset by FDIC indemnification expense of $3.2 million recorded in non-interest
income in the corresponding three-month period.

The Company recovered $18.4 million from the allowance for losses on covered loans during the nine months ended
September 30, 2014. The recoveries were recorded in connection with an increase in expected cash flows on certain
pools of loans acquired in the Company’s FDIC-assisted transactions, and were partly offset by FDIC indemnification
expense of $14.7 million, which was recorded in non-interest income in the corresponding nine-month period.

Note 6. Allowances for Loan Losses

The following tables provide information regarding the Company’s allowances for losses on non-covered and covered
loans, based upon the method of evaluating loan impairment, at the dates indicated:

(in thousands) Mortgage Other Total
Allowances for Loan Losses at September 30, 2014:
Loans individually evaluated for impairment $-- $-- $--
Loans collectively evaluated for impairment 126,598 13,146 139,744
Acquired loans with deteriorated credit quality 23,972 21,710 45,682
Total $150,570 $34,856 $185,426

(in thousands) Mortgage Other Total
Allowances for Loan Losses at December 31, 2013:
Loans individually evaluated for impairment $-- $-- $--
Loans collectively evaluated for impairment 127,840 14,106 141,946
Acquired loans with deteriorated credit quality 56,705 7,364 64,069
Total $184,545 $21,470 $206,015
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The following tables provide additional information regarding the methods used to evaluate the Company’s loan
portfolio for impairment:

(in thousands) Mortgage Other Total
Loans Receivable at September 30, 2014:
Loans individually evaluated for impairment $66,923 $6,713 $73,636
Loans collectively evaluated for impairment 31,171,683 987,262 32,158,945
Acquired loans with deteriorated credit quality 2,282,064 222,558 2,504,622
Total $33,520,670 $1,216,533 $34,737,203
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(in thousands) Mortgage Other Total
Loans Receivable at December 31, 2013:
Loans individually evaluated for impairment $109,389 $6,996 $116,385
Loans collectively evaluated for impairment 28,859,599 845,731 29,705,330
Acquired loans with deteriorated credit quality 2,529,200 259,418 2,788,618
Total $31,498,188 $1,112,145 $32,610,333

Allowance for Losses on Non-Covered Loans

The following table summarizes activity in the allowance for losses on non-covered loans for the nine months ended
September 30, 2014 and 2013:

For the Nine Months Ended September 30,
2014 2013

(in thousands) Mortgage Other Total Mortgage Other Total
Balance, beginning of period $127,840 $14,106 $141,946 $127,934 $13,014 $140,948
Charge-offs (2,610 ) (5,194 ) (7,804 ) (12,716 ) (7,039 ) (19,755 )
Recoveries 1,368 4,234 5,602 3,580 1,541 5,121
Provision for loan losses -- -- -- 6,851 8,149 15,000
Balance, end of period $126,598 $13,146 $139,744 $125,649 $15,665 $141,314

Please see “Critical Accounting Policies” in “Management’s Discussion and Analysis of Financial Condition and Results
of Operations” for additional information regarding the Company’s allowance for losses on non-covered loans.

The following table presents additional information about the Company’s impaired non-covered loans at September 30,
2014:

Unpaid Average Interest
Recorded Principal Related Recorded Income

(in thousands) Investment Balance Allowance Investment Recognized
Impaired loans with no related allowance:
Multi-family $ 36,148 $43,459 $ -- $ 56,218 $ 916
Commercial real estate 28,558 30,907 -- 29,827 1,136
One-to-four family 1,282 1,281 -- 1,061 --
Acquisition, development, and construction 935 1,245 -- 467 158
Commercial and industrial 6,713 12,045 -- 7,984 235
Total impaired loans with no related allowance $ 73,636 $88,937 $ -- $ 95,557 $ 2,445

Impaired loans with an allowance recorded:
Multi-family $ -- $ -- $ -- $ -- $ --
Commercial real estate -- -- -- 613 --
One-to-four family -- -- -- 77 --
Acquisition, development, and construction -- -- -- -- --
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Commercial and industrial -- -- -- -- --
Total impaired loans with an allowance recorded $ -- $ -- $ -- $ 690 $ --

Total impaired loans:
Multi-family $ 36,148 $43,459 $ -- $ 56,218 $ 916
Commercial real estate 28,558 30,907 -- 30,440 1,136
One-to-four family 1,282 1,281 -- 1,138 --
Acquisition, development, and construction 935 1,245 -- 467 158
Commercial and industrial 6,713 12,045 -- 7,984 235
Total impaired loans $ 73,636 $88,937 $ -- $ 96,247 $ 2,445
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The following table presents additional information about the Company’s impaired non-covered loans at December 31,
2013:

Unpaid Average Interest
Recorded Principal Related Recorded Income

(in thousands) Investment Balance Allowance Investment Recognized
Impaired loans with no related allowance:
Multi-family $ 78,771 $94,265 $ -- $ 117,208 $ 1,991
Commercial real estate 30,619 32,474 -- 43,566 1,604
One-to-four family -- -- -- 3,611 89
Acquisition, development, and construction -- -- -- 275 --
Commercial and industrial 6,995 34,199 -- 6,890 366
Total impaired loans with no related allowance $ 116,385 $160,938 $ -- $ 171,550 $ 4,050

Impaired loans with an allowance recorded:
Multi-family $ -- $-- $ -- $ 2,442 $ --
Commercial real estate -- -- -- 900 --
One-to-four family -- -- -- -- --
Acquisition, development, and construction -- -- -- -- --
Commercial and industrial -- -- -- -- --
Total impaired loans with an allowance recorded $ -- $-- $ -- $ 3,342 $ --

Total impaired loans:
Multi-family $ 78,771 $94,265 $ -- $ 119,650 $ 1,991
Commercial real estate 30,619 32,474 -- 44,466 1,604
One-to-four family -- -- -- 3,611 89
Acquisition, development, and construction -- -- -- 275 --
Commercial and industrial 6,995 34,199 -- 6,890 366
Total impaired loans $ 116,385 $160,938 $ -- $ 174,892 $ 4,050

Allowance for Losses on Covered Loans

Covered loans are reported exclusive of the FDIC loss share receivable. The covered loans acquired in the AmTrust
and Desert Hills acquisitions are, and will continue to be, reviewed for collectability based on the expectations of cash
flows from these loans. Covered loans have been aggregated into pools of loans with common characteristics. In
determining the allowance for losses on covered loans, the Company periodically performs an analysis to estimate the
expected cash flows for each of the loan pools. The Company records a provision for (recovery of) losses on covered
loans to the extent that the expected cash flows from a loan pool have decreased or increased since the acquisition
date. Accordingly, if there is a decrease in expected cash flows due to an increase in estimated credit losses (as
compared to the estimates made at the respective acquisition dates), the decrease in the present value of expected cash
flows is recorded as a provision for covered loan losses charged to earnings, and an allowance for covered loan losses
is established. A related credit to non-interest income and an increase in the FDIC loss share receivable is recognized
at the same time, and measured based on the applicable loss sharing agreement percentage. Additionally, if there is an
increase in expected cash flows due to a decrease in estimated credit losses (as compared to the estimates made at the
respective acquisition dates), the increase in the present value of expected cash flows is recorded as a recovery of
prior-period impairment charged to earnings, and the allowance for covered loan losses is reduced. A related debit to
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non-interest income and a decrease in the FDIC loss share receivable is recognized at the same time, and measured
based on the applicable loss sharing agreement percentage.

The following table summarizes activity in the allowance for losses on covered loans for the nine months ended
September 30, 2014 and 2013:

For the Nine
Months
Ended
September 30,

(in thousands) 2014 2013
Balance, beginning of period $64,069 $51,311
(Recovery of) provision for losses on covered loans (18,387) 18,586
Balance, end of period $45,682 $69,897
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Note 7. Borrowed Funds

The following table summarizes the Company’s borrowed funds at September 30, 2014 and December 31, 2013:

September 30, December 31,
(in thousands) 2014 2013
Wholesale borrowings:
FHLB advances $ 10,312,316 $ 10,872,576
Repurchase agreements 3,425,000 3,425,000
Fed funds purchased 297,000 445,000
Total wholesale borrowings $ 14,034,316 $ 14,742,576
Other borrowings:
Junior subordinated debentures $ 358,296 $ 358,126
Preferred stock of subsidiaries 4,300 4,300
Total other borrowings $ 362,596 $ 362,426
Total borrowed funds $ 14,396,912 $ 15,105,002

At September 30, 2014 and December 31, 2013, the Company had $358.3 million and $358.1 million, respectively, of
outstanding junior subordinated deferrable interest debentures (“junior subordinated debentures”) held by statutory
business trusts (the “Trusts”) that issued guaranteed capital securities. The capital securities qualified as Tier 1 capital of
the Company at those dates. However, with the passage of the Dodd-Frank Wall Street Reform and Consumer
Protection Act of 2010, the qualification of capital securities as Tier 1 capital will be phased out by January 1, 2016.

The Trusts are accounted for as unconsolidated subsidiaries in accordance with GAAP. The proceeds of each issuance
were invested in a series of junior subordinated debentures of the Company and the underlying assets of each statutory
business trust are the relevant debentures. The Company has fully and unconditionally guaranteed the obligations
under each trust’s capital securities to the extent set forth in a guarantee by the Company to each trust. The Trusts’
capital securities are each subject to mandatory redemption, in whole or in part, upon repayment of the debentures at
their stated maturity or earlier redemption.

The following junior subordinated debentures were outstanding at September 30, 2014:

Junior
Interest
Rate SubordinatedCapital
of Capital Debenture Securities
Securities
and Carrying Amount Date of First Optional

Issuer Debentures Amount Outstanding Original Issue Stated Maturity Redemption Date
(dollars in thousands)

New York Community
Capital

6.000% $144,370 $ 138,019 Nov. 4, 2002 Nov. 1, 2051 Nov. 4, 2007 (1)
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   Trust V (BONUSESSM
Units)
New York Community
Capital

   Trust X 1.834 123,712 120,000 Dec. 14, 2006 Dec. 15, 2036 Dec. 15, 2011 (2)
PennFed Capital Trust III 3.484 30,928 30,000 June 2, 2003 June 15, 2033 June 15, 2008 (2)
New York Community

   Capital Trust XI 1.883 59,286 57,500 April 16, 2007 June 30, 2037 June 30, 2012 (2)
Total junior subordinated

   debentures $358,296 $ 345,519
(1)Callable subject to certain conditions as described in the prospectus filed with the SEC on November 4, 2002.
(2)Callable from this date forward.
Note 8. Mortgage Servicing Rights

The Company had MSRs of $237.2 million and $241.0 million, respectively, at September 30, 2014 and
December 31, 2013, with both balances consisting entirely of residential MSRs.
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Residential MSRs are carried at fair value, with changes in fair value recorded as a component of non-interest income
in each period. The Company uses various derivative instruments to mitigate the income statement-effect of changes
in fair value due to changes in valuation inputs and assumptions regarding its residential MSRs. The effects of
changes in the fair value of the derivatives are recorded in “Non-interest income.” MSRs do not trade in an active open
market with readily observable prices. Accordingly, the Company bases the fair value of its MSRs on the present
value of estimated future net servicing income cash flows. The Company estimates future net servicing income cash
flows with assumptions that market participants would use to estimate fair value, including estimates of prepayment
speeds, discount rates, default rates, refinance rates, servicing costs, escrow account earnings, contractual servicing fee
income, and ancillary income. The Company reassesses, and periodically adjusts, the underlying inputs and
assumptions to reflect market conditions and assumptions that a market participant would consider in valuing the
MSR asset.

The value of residential MSRs at any given time is significantly affected by the mortgage interest rates that are then
currently available in the marketplace which, in turn, influence mortgage loan prepayment speeds. During periods of
declining interest rates, the value of MSRs generally declines as an increase in mortgage refinancing activity results in
an increase in prepayments. Conversely, during periods of rising interest rates, the value of MSRs generally increases
as mortgage refinancing activity declines.

Up to and including the third quarter of 2013, the Company securitized MSRs in addition to residential
MSRs.  Securitized MSRs were carried at the lower of the initial carrying value, adjusted for amortization, or fair
value, and were amortized in proportion to, and over the period of, estimated net servicing income. Such MSRs were
periodically evaluated for impairment, based on the difference between their carrying amount and their current fair
value. If it was determined that impairment existed, the resultant loss was charged to earnings. Reflecting
amortization, the Company had no securitized MSRs at December 31, 2013.

The following tables set forth the changes in the balances of residential and securitized MSRs for the periods
indicated:

For the Three Months
Ended

For the Three Months
Ended

September 30, 2014 September 30, 2013
(in thousands) Residential Securitized Residential Securitized
Carrying value, beginning of period $228,815 $ -- $214,959 $ 97
Additions 9,637 -- 18,725 --
Increase (decrease) in fair value:
Due to changes in valuation assumptions 13,583 -- 6,589 --
Due to other changes (1) (14,814 ) -- (12,168 ) --
Amortization -- -- -- (97 )
Carrying value, end of period $237,221 $ -- $228,105 $ --

(1)Net servicing cash flows, including loan payoffs, and the passage of time.

For the Nine Months
Ended

For the Nine Months
Ended

September 30, 2014 September 30, 2013
(in thousands) Residential Securitized Residential Securitized
Carrying value, beginning of period $241,018 $ -- $144,520 $ 193
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Additions 23,620 -- 73,398 --
Increase (decrease) in fair value:
Due to changes in valuation assumptions 13,091 -- 54,437 --
Due to other changes (1) (40,508 ) -- (44,250 ) --
Amortization -- -- -- (193 )
Carrying value, end of period $237,221 $ -- $228,105 $ --

(1)Net servicing cash flows, including loan payoffs, and the passage of time.
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The following table presents the key assumptions used in calculating the fair value of the Company’s residential MSRs
at the dates indicated:

September 30,
2014

December 31,
2013

Expected weighted average life 88 months 93 months
Constant prepayment speed 8.4 % 8.3 %
Discount rate 10.0 10.5
Primary mortgage rate to refinance 4.2 4.5
Cost to service (per loan per year):
Current $ 63 $ 53
30-59 days or less delinquent 213 103
60-89 days delinquent 313 203
90-119 days delinquent 413 303
120 days or more delinquent 563 553

Note 9. Pension and Other Post-Retirement Benefits

The following tables set forth certain disclosures regarding the Company’s pension and post-retirement plans for the
periods indicated:

For the Three Months Ended September 30,
2014 2013
Pension Post-Retirement Pension Post-Retirement

(in thousands) Benefits Benefits Benefits Benefits
Components of net periodic (credit) expense:
Interest cost $1,474 $ 190 $1,364 $ 171
Service cost -- 1 -- 1
Expected return on plan assets (4,859) -- (4,147) --
Amortization of prior-service loss -- (62 ) -- (62 )
Amortization of net actuarial loss 822 118 2,351 164
Net periodic (credit) expense $(2,563) $ 247 $(432 ) $ 274

For the Nine Months Ended September 30,
2014 2013
Pension Post-Retirement Pension Post-Retirement

(in thousands) Benefits Benefits Benefits Benefits
Components of net periodic (credit) expense:
Interest cost $4,422 $ 569 4,092 512
Service cost -- 3 -- 3
Expected return on plan assets (14,577) -- (12,441) --
Amortization of prior-service loss -- (186 ) -- (187 )
Amortization of net actuarial loss 2,466 354 7,054 493
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Net periodic (credit) expense $(7,689 ) $ 740 $(1,295 ) $ 821

The Company expects to contribute $1.5 million to its post-retirement plan to pay premiums and claims for the fiscal
year ending December 31, 2014. The Company does not expect to make any contributions to its pension plan in 2014.

For additional information regarding the Company’s pension and post-retirement benefits, please see Note 12 to the
Consolidated Financial Statements in the Company’s 2013 Annual Report on Form 10-K.
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Note 10. Stock-Based Compensation

At September 30, 2014, the Company had a total of 14,460,853 shares available for grants as options, restricted stock,
or other forms of related rights under the New York Community Bancorp, Inc. 2012 Stock Incentive Plan (the “2012
Stock Incentive Plan”), which was approved by the Company’s shareholders at its Annual Meeting on June 7, 2012.
Included in this amount were 1,030,673 shares that were transferred from the New York Community Bancorp, Inc.
2006 Stock Incentive Plan (the “2006 Stock Incentive Plan”), which was approved by the Company’s shareholders at its
Annual Meeting on June 7, 2006 and reapproved at its Annual Meeting on June 2, 2011. The Company granted
2,374,998 shares of restricted stock in the nine months ended September 30, 2014, with an average fair value of
$16.80 per share on the date of grant and a vesting period of five years. The nine-month amount includes 45,500
shares that were granted in the third quarter with an average fair value of $15.71 per share on the date of grant.
Compensation and benefits expense related to the restricted stock grants is recognized on a straight-line basis over the
vesting period, and totaled $20.7 million and $16.6 million, respectively, in the nine months ended September 30,
2014 and 2013, including $6.8 million and $5.7 million, respectively, in the three months ended at those dates.

A summary of activity with regard to restricted stock awards in the nine months ended September 30, 2014 is
presented in the following table:

For the Nine Months Ended
September 30, 2014

Weighted Average
Number of SharesGrant Date Fair Value

Unvested at beginning of year 5,043,642 $ 14.27
Granted 2,374,998 16.80
Vested (1,327,531) 14.55
Cancelled (102,300 ) 15.23
Unvested at end of period 5,988,809 15.19

As of September 30, 2014, unrecognized compensation cost relating to unvested restricted stock totaled $72.9 million.
This amount will be recognized over a remaining weighted average period of 3.2 years.

In addition, the Company had the following stock option plans at September 30, 2014: the 1998 Richmond County
Financial Corp. Stock Compensation Plan; the 1998 Long Island Financial Corp. Stock Option Plan; and the 2004
Synergy Financial Group Stock Option Plans (all plans collectively referred to as the “Stock Option Plans”). All stock
options granted under the Stock Option Plans expire ten years from the date of grant.

The Company uses the modified prospective approach to recognize compensation costs related to share-based
payments at fair value on the date of grant, and recognizes such costs in the financial statements over the vesting
period during which the employee provides service in exchange for the award. As there were no unvested options at
any time during the nine months ended September 30, 2014, or the year ended December 31, 2013, the Company did
not record any compensation and benefits expense relating to stock options during those periods.

To satisfy the exercise of options, the Company either issues new shares of common stock or uses common stock held
in Treasury. In the event that Treasury stock is used, the difference between the average cost of Treasury shares and
the exercise price is recorded as an adjustment to retained earnings or paid-in capital on the date of exercise. At
September 30, 2014, there were 58,560 stock options outstanding. There were no shares available for future issuance
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under the Stock Option Plans at that date.
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The status of the Stock Option Plans at September 30, 2014, and changes that occurred during the nine months ended
at that date, are summarized below:

For the Nine Months Ended
September 30, 2014
Number
of Weighted Average
Stock
Options Exercise Price

Stock options outstanding, beginning of year 126,821 $ 15.21
Granted -- --
Exercised (42,214 ) 12.69
Expired/forfeited (26,047 ) 12.94
Stock options outstanding, end of period 58,560 18.04
Options exercisable, end of period 58,560 18.04

The intrinsic value of stock options outstanding and exercisable at September 30, 2014 was $0. The intrinsic value of
options exercised during the nine months ended September 30, 2014 and 2013 was $132,000 and $106,000,
respectively.

Note 11. Fair Value Measurements

GAAP sets forth a definition of fair value, establishes a consistent framework for measuring fair value, and requires
disclosure for each major asset and liability category measured at fair value on either a recurring or non-recurring
basis. GAAP also clarifies that fair value is an “exit” price, representing the amount that would be received when selling
an asset, or paid when transferring a liability, in an orderly transaction between market participants. Fair value is thus
a market-based measurement that should be determined based on assumptions that market participants would use in
pricing an asset or liability. As a basis for considering such assumptions, GAAP establishes a three-tier fair value
hierarchy, which prioritizes the inputs used in measuring fair value as follows:

�Level 1 – Inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or liabilities in active
markets.
�Level 2 – Inputs to the valuation methodology include quoted prices for similar assets and liabilities in active markets,
and inputs that are observable for the asset or liability, either directly or indirectly, for substantially the full term of the
financial instrument.
�Level 3 – Inputs to the valuation methodology are significant unobservable inputs that reflect a company’s own
assumptions about the assumptions that market participants use in pricing an asset or liability.
A financial instrument’s categorization within this valuation hierarchy is based upon the lowest level of input that is
significant to the fair value measurement.
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The following tables present assets and liabilities that were measured at fair value on a recurring basis as of
September 30, 2014 and December 31, 2013, and that were included in the Company’s Consolidated Statements of
Condition at those dates:

Fair Value Measurements at September 30, 2014 Using
Quoted
Prices
in Active Significant
Markets
for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs Netting Total

(in thousands) (Level 1) (Level 2) (Level 3) Adjustments(1)
Fair
Value

Assets:
Mortgage-Related Securities Available for Sale:
GSE certificates $-- $ 20,692 $ -- $ -- $20,692
GSE CMOs -- 59,075 -- -- 59,075
Private label CMOs -- 9,367 -- -- 9,367
Total mortgage-related securities $-- $ 89,134 $ -- $ -- $89,134
Other Securities Available for Sale:
Municipal bonds $-- $ 1,097 $ -- $ -- $1,097
Capital trust notes -- 11,609 -- -- 11,609
Preferred stock 94,406 28,280 -- -- 122,686
Common stock 16,848 1,658 -- -- 18,506
Total other securities $111,254 $ 42,644 $ -- $ -- $153,898
Total securities available for sale $111,254 $ 131,778 $ -- $ -- $243,032
Other Assets:
Loans held for sale $-- $ 680,147 $ -- $ -- $680,147
Mortgage servicing rights -- -- 237,221 -- 237,221
Interest rate lock commitments -- -- 2,180 -- 2,180
Derivative assets-other (2) 3,184 1,269 -- (2,602 ) 1,851
Liabilities:
Derivative liabilities $(1,623 ) $ (1,889 ) $ -- $ 3,422 $(90 )
(1)Includes cash collateral received from, and paid to, counterparties.
(2)Includes $3.2 million to purchase Treasury options.
27

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

56



Fair Value Measurements at December 31, 2013 Using
Quoted
Prices
in Active Significant
Markets
for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs Netting Total

(in thousands) (Level 1) (Level 2) (Level 3) Adjustments(1)
Fair
Value

Assets:
Mortgage-Related Securities Available for Sale:
GSE certificates $-- $ 25,200 $ -- $ -- $25,200
GSE CMOs -- 60,819 -- -- 60,819
Private label CMOs -- 10,202 -- -- 10,202
Total mortgage-related securities $-- $ 96,221 $ -- $ -- $96,221
Other Securities Available for Sale:
Municipal bonds $-- $ 1,026 $ -- $ -- $1,026
Capital trust notes -- 11,798 -- -- 11,798
Preferred stock 89,942 26,297 -- -- 116,239
Common stock 52,740 2,714 -- -- 55,454
Total other securities $142,682 $ 41,835 $ -- $ -- $184,517
Total securities available for sale $142,682 $ 138,056 $ -- $ -- $280,738
Other Assets:
Loans held for sale $-- $ 306,915 $ -- $ -- $306,915
Mortgage servicing rights -- -- 241,018 -- 241,018
Interest rate lock commitments -- -- 258 -- 258
Derivative assets-other (2) 1,267 5,155 -- (4,848 ) 1,574
Liabilities:
Derivative liabilities $(590 ) $ (7,422 ) $ -- $ 7,624 $(388 )
(1)Includes cash collateral received from, and paid to, counterparties.
(2)Includes $1.3 million to purchase Treasury options.
The Company reviews and updates the fair value hierarchy classifications for its assets on a quarterly basis. Changes
from one quarter to the next that are related to the observability of inputs for a fair value measurement may result in a
reclassification from one hierarchy level to another.

A description of the methods and significant assumptions utilized in estimating the fair values of available-for-sale
securities follows.

Where quoted prices are available in an active market, securities are classified within Level 1 of the valuation
hierarchy. Level 1 securities include highly liquid government securities, exchange-traded securities, and derivatives.

If quoted market prices are not available for the specific security, then fair values are estimated by using pricing
models. These pricing models primarily use market-based or independently sourced market parameters as inputs,
including, but not limited to, yield curves, interest rates, equity or debt prices, and credit spreads. In addition to
observable market information, models incorporate transaction details such as maturity and cash flow assumptions.
Securities valued in this manner would generally be classified within Level 2 of the valuation hierarchy, and primarily
include such instruments as mortgage-related and corporate debt securities.
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In certain cases where there is limited activity or less transparency around inputs to the valuation, securities are
classified within Level 3 of the valuation hierarchy. In valuing capital trust notes, which may include pooled trust
preferred securities, collateralized debt obligations (“CDOs”), and certain single-issue capital trust notes, the
determination of fair value may require benchmarking to similar instruments or analyzing default and recovery rates.
Therefore, capital trust notes are valued using a model based on the specific collateral composition and cash flow
structure of the securities. Key inputs to the model consist of market spread data for each credit rating, collateral type,
and other relevant contractual features. In instances where quoted price information is available, the price is
considered when arriving at a security’s fair value. Where there is limited activity or less transparency around the
inputs to the valuation of preferred stock, the valuation is based on a discounted cash flow model.
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Periodically, the Company uses fair values supplied by independent pricing services to corroborate the fair values
derived from the pricing models. In addition, the Company reviews the fair values supplied by independent pricing
services, as well as their underlying pricing methodologies, for reasonableness. The Company challenges pricing
services’ valuations that appear to be unusual or unexpected.

The Company carries loans held for sale originated by the Residential Mortgage Banking segment at fair value, in
accordance with ASC Topic 825, “Financial Instruments.” The fair value of loans held for sale is primarily based on
quoted market prices for securities backed by similar types of loans. Changes in the fair value of these assets are
largely driven by changes in interest rates subsequent to loan funding, and changes in the fair value of servicing
associated with the mortgage loans held for sale. Loans held for sale are classified within Level 2 of the valuation
hierarchy.

MSRs do not trade in an active open market with readily observable prices. The Company bases the fair value of its
MSRs on the present value of estimated future net servicing income cash flows, utilizing an internal valuation model.
The Company estimates future net servicing income cash flows with assumptions that market participants would use
to estimate fair value, including estimates of prepayment speeds, discount rates, default rates, refinance rates,
servicing costs, escrow account earnings, contractual servicing fee income, and ancillary income. The Company
reassesses and periodically adjusts the underlying inputs and assumptions to reflect market conditions and
assumptions that a market participant would consider in valuing the MSR asset. MSR fair value measurements use
significant unobservable inputs and, accordingly, are classified within Level 3.

Exchange-traded derivatives that are valued using quoted prices are classified within Level 1 of the valuation
hierarchy. The majority of the Company’s derivative positions are valued using internally developed models that use
readily observable market parameters as their basis. These are parameters that are actively quoted and can be validated
by external sources, including industry pricing services. Where the types of derivative products have been in existence
for some time, the Company uses models that are widely accepted in the financial services industry. These models
reflect the contractual terms of the derivatives, including the period to maturity, and market-based parameters such as
interest rates, volatility, and the credit quality of the counterparty. Furthermore, many of these models do not contain a
high level of subjectivity, as the methodologies used in the models do not require significant judgment, and inputs to
the models are readily observable from actively quoted markets, as is the case for “plain vanilla” interest rate swaps and
option contracts. Such instruments are generally classified within Level 2 of the valuation hierarchy. Derivatives that
are valued based on models with significant unobservable market parameters, and that are normally traded less
actively, have trade activity that is one-way, and/or are traded in less-developed markets, are classified within Level 3
of the valuation hierarchy.

The fair values of interest rate lock commitments (“IRLCs”) for residential mortgage loans that the Company intends to
sell are based on internally developed models. The key model inputs primarily include the sum of the value of the
forward commitment based on the loans’ expected settlement dates and the projected values of the MSRs, loan level
price adjustment factors, and historical IRLC closing ratios. The closing ratio is computed by the Company’s mortgage
banking operation and is periodically reviewed by management for reasonableness. Such derivatives are classified as
Level 3.

While the Company believes its valuation methods are appropriate and consistent with those of other market
participants, the use of different methodologies or assumptions to determine the fair values of certain financial
instruments could result in different estimates of fair values at a reporting date.

Fair Value Option

Loans Held for Sale
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The Company has elected the fair value option for its loans held for sale. The Company’s loans held for sale consist of
one-to-four family mortgage loans and commercial and industrial loans, none of which was 90 days or more past due
at September 30, 2014. Management believes that the mortgage banking business operates on a short-term cycle.
Therefore, in order to reflect the most relevant valuations for the key components of this business, and to reduce
timing differences in amounts recognized in earnings, the Company has elected to record loans held for sale at fair
value to match the recognition of IRLCs, MSRs, and derivatives, all of which are recorded at fair value in earnings.
Fair value is based on independent quoted market prices of mortgage-backed securities comprised of loans with
similar features to those of the Company’s loans held for sale, where available, and adjusted as necessary for such
items as servicing value, guaranty fee premiums, and credit spread adjustments.
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The following table reflects the difference between the fair value carrying amount of loans held for sale for which the
Company has elected the fair value option, and the unpaid principal balance:

September 30, 2014 December 31, 2013
Fair Value Fair Value

Fair
Value Aggregate Carrying Amount

Fair
Value Aggregate Carrying Amount

Carrying Unpaid Less Aggregate Carrying Unpaid Less Aggregate
(in thousands) Amount Principal Unpaid Principal Amount Principal Unpaid Principal
Loans held for sale $680,147 $672,945 $ 7,202 $306,915 $303,805 $ 3,110

Gains and Losses Included in Income for Assets Where the Fair Value Option Has Been Elected

The assets accounted for under the fair value option are initially measured at fair value. Gains and losses from the
initial measurement and subsequent changes in fair value are recognized in earnings.

The following table presents the changes in fair value related to initial measurement, and the subsequent changes in
fair value included in earnings, for loans held for sale and MSRs for the periods indicated:

Gain (Loss) Included in Mortgage
Banking Income
from Changes in Fair Value (1)
For the Three
Months

For the Nine
Months

Ended
September 30,

Ended
September 30,

(in thousands) 2014 2013 2014 2013
Loans held for sale $2,278 $6,892 $9,212 $(7,873 )
Mortgage servicing rights (1,231) (5,579) (27,417) 10,187
Total gain (loss) $1,047 $1,313 $(18,205) $2,314
(1)Does not include the effect of hedging activities.
The Company has determined that there is no instrument-specific credit risk related to its loans held for sale, due to
the short duration of such assets.

Changes in Level 3 Fair Value Measurements

The following tables present, for the nine months ended September 30, 2014 and 2013, a roll-forward of the balance
sheet amounts (including changes in fair value) for financial instruments classified in Level 3 of the valuation
hierarchy:

Total
Realized/Unrealized Change in
Gains/(Losses)
Recorded in

Unrealized
Gains/
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Fair
Value Transfers

Fair
Value

(Losses)
Related to

January 1, Income/ Comprehensive to/(from)
at
Sept. 30, Instruments Held at

(in thousands) 2014 (Loss)
(Loss)
Income Issuances Settlements

Level
3 2014 September 30, 2014

Mortgage servicing
rights $241,018 $ (27,417 ) $ -- $23,620 $ -- $ -- $237,221 $ 13,091
Interest rate lock
commitments 258 1,922 -- -- -- -- 2,180 2,180

Total
Realized/Unrealized Change in
Gains/(Losses)
Recorded in

Unrealized
Gains/

Fair
Value Transfers

Fair
Value

(Losses)
Related to

January 1, Income/ Comprehensive to/(from)
at
Sept. 30, Instruments Held at

(in thousands) 2013 (Loss)
(Loss)
Income Issuances Settlements

Level
3 2013 September 30, 2013

Available-for-sale capital
securities $18,569 $ -- $ 2,413 $ -- $ -- $ -- $20,982 $ 2,413
Mortgage servicing rights 144,520 10,187 -- 73,398 -- -- 228,105 54,437
Interest rate lock
commitments 21,446 (15,256 ) -- -- -- -- 6,190
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