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BUILDING THE FUTURE

Pictured from left to right: Thomas Sperzel, President & Chief Operating Officer; Walter Daszkowski, Vice Chairman;
David Freer, Chairman; Philip Guarnieri, Chief Executive Officer

Empire State Bank was founded by industry pioneers who have a vision - to bring innovation to
community banking and a mission to create a community bank that delivered products and services
to where the world was heading. We made great strides in transforming our company based
on our strategic plan, marking 2017 a pivotal year for Empire State Bank. Our priority is to
invest in high-growth areas that will allow us to generate strong, sustained organic growth and
shareholder value. We are focused on a long-term strategic initiative to modernize the company to
reflect how customers bank and deliver enhanced financial performance. We have built a strong
foundation for the future — one that will benefit our shareholders, customers and communities.




March 30, 2018

Dear Shareholder:

We are pleased to submit our 2017 Annual Report to Shareholders of ES Bancshares, Inc. and its
subsidiary, Empire State Bank. This was a year in which we continued to focus on growth in both the loan
and deposit portfolios as well as core earnings. It was also a year in which we continued to execute our
strategic plan of reallocation of resources to more profitable markets to support further growth.

First, we would like to update you on the status of the strategic initiatives undertaken in the last
couple of years. During 2017 the Company opened its loan production office on 8" Avenue in Brooklyn
and announced the opening of two additional retail banking centers in Brooklyn and Staten Island. These
are scheduled to come on line in 2018 and are an important part of the corporate strategy of continued
growth through market penetration. The new locations will provide customers a blend of traditional
banking and the leveraging of cutting edge technology to maximize their banking experience through the
use of mobile devices. At the same time the Company grew deposits and loans across its existing
locations. This resulted in overall balance sheet growth in excess of $51 million, or 21%.

Also during 2017, the Company closed on the sale of its New Paltz location. As a result $31
million in deposits were delivered to the purchaser. This transaction had a beneficial impact on financial
performance and was a critical component in positioning the Company to redeploy resources in its most
profitable markets.

We continued to focus on loan and deposit growth during 2017. The loan portfolio grew in excess
of $54 million, or 27%. Additionally, despite losing the deposits in conjunction with the New Paltz sale,
Company-wide deposits actually grew by $11.5 million over the course of 2017. In fact, non-interest
deposits grew by $7.5 million, or 12%, year over year. This led to an increase in net interest income of
$1.2 million, or 17%. The sale of the New Paltz location as well as overall balance sheet growth
contributed to a $300 thousand, or 46%, increase in net income.

In growing the loan portfolio we focus on our core products of traditional real estate lending as
well as small business lending, including SBA loans. We continue to pursue meaningful relationships
whereby we look to serve our lending customers in a manner that ensures we also enjoy a meaningful
deposit relationship with them. This allows us to grow our deposit base along with our loan portfolio.

We are excited about continued prospects for growth in 2018 and beyond. To further this growth
the Company closed on the private placement of $2.7 million in additional common equity during the 4"
quarter of 2017. This capital as well as that raised by the premium on the New Paltz sale will fuel growth
in the new branches coming online in 2018 and throughout the Company’s existing locations. It will also
enable us to further invest in infrastructure which is critical to pursuing growth in a prudent manner.

We would like to thank you, our shareholders, for your continued support as we execute our
corporate strategy. We feel this is in the best interest of shareholder value and trust that you can
appreciate its results. We hope you continue to share in our excitement about our commitment to deliver
results to our customers and shareholders.

Sincerely,

David Freer Jr. Philip Guarnieri Thomas Sperzel
Chief Executive Officer President & Chief Operating Officer
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GIG PARTNERS LLC.
—

GIG Partners, LLC is a full-service,
residential real estate develop-
ment firm driven by a manage-
ment team with a breadth of
experience that encompasses all
areas of real estate development
and an established reputation of
Y quality and commitment in |
- L< A various projects in New York and
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| Pictured from Left to Right: Philip Guarnieri, C CEO of mpire State Bank any Umbra, Peter It ill New Jersey,
"\ Spiezia and Je . Potter of GIG Partners LLC. and Jeanne Samno, 1st VP/Busme_; xitomstiip

Manager of E tate Bank. _
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THOR PERFORMANCE i F
PRODUCTS, INC. : 5

D Thor Performance Products is a \ {.n
New York based Sports Flooring

and Acoustic Specialties firm,
which works with Architects,
Designers, End-Users, and their
network of more than a
thousand dealers, to best distrib- \
ute across the country. b
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Pi nqm 0 S ¥ iC ( re State Bank; Annmarie Dwyer,
A whburt c nag Empire S Bank; Albe , President of Thor Performance -
Products,dnc . ry | ) C : ucts, Inc.

LA ROSA CHICKEN
& GRILL

La Rosa Chicken & Grill restau-
rants chain, located in NJ and
NY, offers healthy grilled and
roasted chicken platters, a
variety of sandwiches & wraps,
fresh seasoned vegetables, and
fresh soups and salads. Current-
ly serving Staten Island with two
locations and new locations to

e — — £ : open soon.
Pictured from left to right: Jeanne Sarno, 1st VP/Business Relationship Manager of mpﬁSta

and f&ﬁla sposito, Owner of La Rosa Chicken & Grill.
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V. DISALVO
CONTRACTING CO. INC.
e

CONTAgACTING DiSalvo Contracting is a third
generation, family owned and
family operated, high end residen-
tial General Contracting and
Construction Management firm. | S . T
Founded in 1977, we have a rich : 11 y
tradition of delivering extraordi- g
nary service to our clients and
bringing the highest standards of .
work performance and craftsman- e

Shlp to our projects. Pictured from left to right: JoAnn Puma lerettl VP/B Business Re t of En @ ate

Bank; Vincent and Joe DiSalvo, Principals of V. DiSalvc



Crowe Horwath.

Crowe Horwath LLP

Independent Member Crowe Horwath International

INDEPENDENT AUDITOR'S REPORT

Board of Directors
ES Bancshares, Inc.
Newburgh, New York

We have audited the accompanying consolidated financial statements of ES Bancshares, Inc. (the “Company”), which comprise
the consolidated statements of financial condition as of December 31, 2017 and 2016 , and the related consolidated statements
of operations, comprehensive income, changes in stockholders’ equity, and cash flows for the years then ended, and the related
notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United States of America. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the consolidated financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position

of the Company as of December 31, 2017 and 2016, and the results of its operations and its cash flows for the years then ended
in accordance with accounting principles generally accepted in the United States of America.

New York, New York
March 21,2018



ES BANCSHARES, INC

CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

(Dollars In thousands)

ASSETS

Cash and cash eqUIVAIENLS. .......cc.eeiuiiiiiieiieeee e

Securities available for sale, at fair Value .........ccccoeoveviiiiiiiiiieiee e

Securities held to maturity, at amortized cost (fair value of $5,202 and $6,489 at

December 31, 2017 and December 31, 2016, respectively)......ccoververieveeeeenevennennn.
TOtAl SECUITHIES ...ttt ettt st enene

Loans Held fOr Sale..........oooviiiiiieiiiicie ettt ettt
L0ANS TECRIVADIE. ... .ccuviiiiiiiciiecieeetee ettt ettt e b e s e e e be e s abeeeaseesabeesaseenerens
DEfRITEA COSE ..viiiiiiiiiiiii ettt ettt et e et e et e e veeetaeebeeereeeaneeens
Allowance fOr [0aN LOSSES........cccuiiriiiiiieirieeeiieeieeeetee ettt e e ereeebeesereeseaeenaneas
Total 10ans receivable, NEt.........cc..oviviiiiiieie et
Accrued INteresSt TECEIVADIE .......uiiiuiiiiiiieiie ettt ettt e tae e
Federal Reserve Bank StOCK ...........ccviiieiiiiiiiie e
Federal Home Loan Bank StOCK ...........coooiiiiiiiiiieiec e
GOOAWILL. ...ttt et e e et e e ettt e e et e e eteeeeaeeeeteseereeeneeans
Premises and eqUIPMENt, NET.......cuovuiirieriieiiieieeiieetieseee ettt
Real eState OWNEA........ooooiiiiiieiee e et
REPOSSESSEA ASSELS ...eovvievrieiiiiieiieie ettt ettt ettt e teesseesbeetaestaesteesseessessaesseenseenns
Net deferred taX @SS ......iiiiiiiieeeiiecie ettt ere ettt ere e et e eteeereeeeaeeereeeraeeareas
OTNET ASSEES ...vviiiiiieiieeetee ettt ettt et eett e e eee et e et e eeteeeeteeeetee e taeeeteeeeteeeseeeeseeesesesaeeneeens
TOTAL ASSEES....viiuvieitieeetie ettt et ettt ettt et e et e e ete e eate e e veeeae e eaeeetreeeaaeeetreeeaneeanean

LIABILITIES AND STOCKHOLDERS' EQUITY

Deposits:

NON-INEEIESE DEATING ...evvieviieieiieieeieeteeee ettt eee e steesbeesbeesaeeteesseeseesseessesssenseas
INEEIESt DEATING .....eveevieeieiieiieieeie ettt ettt ettt e esbeesaessaenseenseensennnes
TOtALl AEPOSIES ...vveneieniieieeie ettt ettt ettt est e e bestae st e e seessesnsesseessaenseenseensenssensaens

Borrowed fUNAS .......ccueiiiiiciiiceeee e
Accrued interest PAYabIe ........cceeiieiieieee e
(01111 g 11 031 115 1RO

TOtal LADIIILICS ... eeae e e eas

Commitments and contingencies (Note 9)

Stockholders' equity:
Capital stock (par value $0.01; 5,000,000 shares authorized;
3,864,888 shares issued at December 31, 2017 and 3,312,867 shares

December 31, 2016) ....cciieiieiieiiecieecieete ettt ettt nnas
Additional paid-in-Capital.........c..cceviierieriiiiieiieieere ettt
Accumulated defiCit.......cooeieieieiiie e

Accumulated other comprehensive income (10SS).......ocvervveriercieiiierieniee e

Total StoCKhOIErs' €QUILY ....ecvvervieiieiieieeeieetee ettt eee

Total liabilities and stockholders' €qUItY........cccevveiieciieierieieeee e

See accompanying notes to financial statements

December 31, December 31,

2017 2016
$ 15,745 $ 10,768
4,397 5,024

5,146 6,402

9,543 11,426

- 6,592

255,411 201,032
1,408 1,023

(2,982) (2,685)
253,837 199,370

993 806

727 637

2,065 470

581 581

2,963 3,151

- 273

600 -

678 1,860

888 925

$ 288,620 S 236,859
$ 67,245 $ 59,668
149,973 146,000
217,218 205,668
48,500 12,250

130 85

3,080 2,873
268,928 220,876

39 33

24,808 22,056
(5,143) (6,131)

(12) 25

19,692 15,983

$ 288,620 $ 236,859




ES BANCSHARES, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands)
For the Twelve Months
Ended December 31,
2017 2016
Interest and dividend income:
LLOAIS ettt e $ 10,219 §$ 8,278
SECUTTLIES ...eveeeeeieie ettt et e e e et e e et e e e e e e e et e e e eeseeeeeenaeeeeentreeeennneeeenns 321 417
Fed Funds and other €arning assets ............ccceoeruerererereeeeieieeeeese e 212 128
Total interest and dividend INCOME ..........uvvviiiiiiiiiiiiiiieee e 10,752 8,823
Interest expense:
DIEPOSIES ..ttt ettt et st s b e bt ettt e he e b et e e eatesneen 1,464 1,189
BOrrowed fUNAS .......couoiiiiiiiiiiciece ettt 749 362
Total INTETEST EXPEIISE....eieereeriieiieeiieeieeeteeeteeeteesteeeereesbeessseessseessaeessseenseeensseenseas 2,213 1,551
NEL INTEIEST INCOIME ... .vveieieeieeeeiieeeeeeeeeeeteeeeeteee e e e e eeaeeeeeteeeeeareesensaeesenareeesnnnns 8,539 7,272
Provision fOr L0AN 10SSES .......eeiieviiiieiiiee ettt s e enaeeas 1,983 573
Net interest income after provision for [0an 10SSes..........ccceevveevrerciiiierieeneeniienenns 6,556 6,699
Non-interest income:
Service charges and fEES........cvvvieiieiiieieiie et 792 830
Net gain on sales of participating interests in 10ans..........ccecvevverereiercierieereene e 275 397
Recovery of certificate of deposit placement.............cccvevvereverienieriieieeieeeeeee e 9 11
Gain or <LOSS™ ON SECUTILIES .....vveeeeeieieeieieeeeeetieeeeeteeeeeee e e et e e et e e eeaeeeeeaeeeeereeeeenns 52 154
Gain or <Loss> on Sale of Real Estate OwWned............ccceecvieviieniieniicciiccieeee e, ®) -
Gain on Branch Sale..........ccvooiiiiiiiiiiccecceeeeee e 1,764 -
OBNT et e e et e e et e e et e e e e e e e e etaea e e 54 24
Total NON-INEETESE INCOIMIE .....eveeveiiieee it e e e e et e e e e e e eeaaareeeeeeseeaaaeeeeas 2,938 1,416
Non-interest expense:
Compensation and DENEfits........cocieiiriirierieieeeee e 3,937 3,897
Occupancy and EQUIPIMCNL..........ccverierrierriereeteeeesteesseeseseesseesseeseessesseesseessesssesssesseens 987 1,025
Data processing SEIVICE FEES......civuiriiriiiiieiieierieie ettt ste et et sreesseeseesbessnens 427 376
Professional fEES .......c.uiiiuiiiieiiiciie ettt et et et eaeas 519 447
FDIC @SSESSIMENL ....eeeeiiiiiieiiieeeiiieeeeiieeeete e e eeivteeestaeeeetbeeesasaeeesasseeeessseeesssseesnssseaans 171 179
AQVEITISIE ..evveeieieieciieie et ete et et et e e teetestee st e seessesaaesseesseesseenseessesssenseenseensennsensnes 167 123
INSUTANCE. ......viiieiiieeeee ettt e e e e et e e e eeb e e e e e atbeeeeassseeesbaaeesssseaennns 128 128
(01117 TR 886 800
Total NON-INEEIESt EXPEISE ....veveerieieeteeieeiesieesteeteeteeneesreesseesseeseeaesneesseenseenseeneens 7,222 6,975
Income before INCOME tAXES ... ..eeeeeueieeieiiee et 2,272 1,140
TNCOME TAX EXPEIISE ...eeuvieneietieieeteeete et et et e et et e e see st e e bt e st e teeneesseesae e st enseeneeeneenneenseensean 1,286 468
INELINICOINIE ..ttt ettt e et e et e et e e eteeeeteeeteseteeesesenseeeseeenseeesesans $ 986 $ 672

See accompanying notes to financial statements.



ES BANCSHARES, INC.
CONSOLIDATED STATEMENTS COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31,2017 AND 2016
(Dollars in thousands)

For the Twelve Months
Ended December 31,
2017 2016
NELINCOIMIE ..ttt ettt ettt ettt b et ettt ess et et ese s etess et et ese s esessssesesnsesas $ 986 $ 672
Other comprehensive income (loss):
Unrealized gains/losses on securities available for sale:
Unrealized holding gain/(loss) arising during the period...........ccccvevvivvienieniieciieiennens 3 41
Reclassification adjustment for (gains) losses included in net income..............cc.e...... (52) (153)
(54) (112)
TaAX EFFCCT ..t 19 47
Total other comprehensive inCOmME (10SS) .....ccvvervieiirierieriieieeie et (35 (65)
COMPIENENSIVE INCOIMNEC ...veuvreerieeieeiiestertiesieeteeteeseesseeseenseesaesseesseenseessesssesssesseesseessesssenns $ 951 § 607

See accompanying notes to financial statements.



ES BANCSHARES, INC.

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
FOR THE YEARS ENDED DECEMBER 31,2017 AND 2016

(Dollars in thousands)

Accumulated
Capital Additional Other
Stock Paid-In  Accumulated Comprehensive
Shares Amount Capital Deficit Income (Loss) Total
Balance at January 1, 2016....................... 3,312,867 $ 33§ 22,015 $ (6,803) $ 90 $ 15,335
Stock based compensation, net............. - - 41 - - 41
Comprehensive income:
Net income for the period ................. - - - 672 - 672
Other comprehensive loss.................. - - - - (65) (65)
Net proceeds from issuance of
common Stock ........occevieiiiiiiie - - - - - -
Balance at December 31, 2016................. 3,312,867 33 22,056 (6,131) 25 15,983
Stock based compensation, net............. - - 90 - - 90
Comprehensive income:
Net income for the period ................. - - - 986 - 986
Other comprehensive income/(loss).. - - - - (35) (35)
Impact of Tax Cuts & Jobs Act
related to accumulated other
comprehensive income
reclassification.........c.cceevevereenne. 2 (2)
Net proceeds from issuance of
CoOmMmMON StOCK ...vvvvvvieiieiiiiiiiieeee e 552,021 6 2,662 - - 2,668
Balance at December 31, 2017................. 3,864,888 39 24,808 (5,143) $ (12) $ 19,692

See accompanying notes to financial statements



ES BANCSHARES, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31,
(Dollars in thousands)

Cash flows from operating activities:

Net INCOME FOT PETIOA .....eeeeiieiieiieiieie ettt st e ste et e st e e sbeenaesseenean
Adjustments to reconcile net income to net cash provided by (used in) operating activities:

Provision fOr 10an T0SSES .......ccereiiiiiiirieeee e
DEPIECIAtION EXPEIISE .....veevertiteieueenieteateeteetetestenteteatesteateeeseeseaseasesseaseeeneeseeseasessenseeeneeneanea
Amortization (accretion) of deferred fees, discounts and premiums, net
Net gain on sales of participating interests in 10ans ............cecceveeiereneereniniieneeereeeeeen
Stock based COMPENSALION EXPEISE. ... ..evverurertiriieriiriierieeiienteetterteestenteeatestesseenbesaseneesseensesneenee
Net gain on sales of investment securities..
Net gain on sale of Branchi..........cocoiiiiiiiiiiniii s
Loss on impairment of real estate OWNEd ........c.cccveieriieieniieieieciere et
Loss on disposal of fixed assets
DEferred taX EXPEIISE. ....cvevititeieiieiieteete ettt ettt ettt et e ettt et e ebe st et e et e st ene et et et e e neeneenea

Changes in assets and liabilities:
(Increase) decrease i OThET ASSELS.......ccueruirieriirierieeierteete ettt sttt
(Decrease) increase in accrued expenses and other liabilities
Net cash provided by (used in) operating activities...........ceceeuerueruereenerenenereeenenenees

Cash flows from investing activities:
Proceeds from sales of available-for-sale SECUITtEs ........c..eovereiriririneieieeeseeeeeeceae e
Proceeds from sale of held to maturity securities
Proceeds from principal payments and maturities of AFS securities .........cccooevverereiierncnene.
Proceeds from principal payments and maturities of HTM Securities ...........ccccveererereeeeennenne.
Purchase of available for sale securities
Net repayments (0riginations) 0f I0ANS .......cccueviriiriiiiiiiieee e
Proceeds from sales of participating interests in loans...........c..ccecevcervereneniererinieneneneeeeeene
Purchases of loans
Redemption/ (purchase) of Federal Home Loan Bank stock..........ccecveeverierieniniecieneeienicenens
Redemption/(purchase) of Federal Reserve Bank Stock..........cocvvievienieieniecienieieecceeee
Leasehold improvements and acquisitions of capital assets, net of disposals
Net cash paid for sale of Branch...........cccocoeiiiiiiiiiii e
Proceeds from sale of real eState OWNE ........coueeuieiiiriiiiiiieiercee et
Net cash provided by (used in) INVesting aCtiVIties .........ccceceverrerenrerieereneneneereeeeees

Cash flows from financing activities:
Net increase (decrease) in AEPOSILS ...ecveeverrierieriiriieriieierteeterieeteteeeessesseesesaesesseessessesssesseenees
Proceeds of advances from line of credit & FHLB .........cccooiiiiiinininieccce
Repayment Of @QdVANCES .......cc.eiiiiiieieieieeetee ettt enas
Proceeds from issuance of common stock
Net cash provided by (used in) financing activities..........ceeeveererierenienienienieneeieseene

Net increase (decrease) in cash and cash equivalents.............coeeveeieiiiinenenieneneiiccceee
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of Period...........ccoeieiriiiiiiiee e

Supplemental cash flow information
INEEIEST PAIA. ... e eueeiieeietieieee ettt ettt ettt sttt e et e e s te e b e sbeessesseensesseessesseensenseessesesseensensennns
Income taxes paid
Transfer 0f 10ans t0 Other ASSEES.......eoueieiririiiiieee et
Transfer of 10ans to real estate OWNEA. .......oeevuirieriirieieriieieeeet ettt
Transfer of securities from held to maturity to avaialble for sale
Net assets transferred for sale of branch, excluding cash and cash equivalents ..............c........
Transfer of loans to held for Sale............ccviriiiniiiiiiiicree s

See accompanying notes to financial statements

2017 2016
986 S 672
1,983 573
288 275
480 433
275) (397)
90 41
(52) (154)
(1,764)

. 10

8 -

1,190 412
(158) (188)
252 636
3,028 2,313
1,381 2,022

- 800

693 507
1,242 1,664
(1,502) -
(59,254) (36,178)
6,595 7,405
(5,254) (12,274)
(1,595) 501
(90) (101)
(75) (188)
(22,286) -
265 -
(79,879) (35,842)
42,910 47,734
113,250 125,250
(77,000) (133,427)
2,668 -
81,828 39,557
4,977 6,028
10,768 4,740
15,745 $ 10,768
2,168 $ 1,519
27 103

600 -

- 283

- 3,092

24,050

- 6,592



NOTES TO FINANCIAL STATEMENTS
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Operations

The consolidated financial statements include the accounts of ES Bancshares, Inc. (the “Company”) and Empire
State Bank (the”Bank”), the Company’s wholly owned subsidiary, and the Bank’s wholly owned subsidiaries, Iron Creek
LLC and North Plank Realty Inc. II. The Company’s financial condition and operating results principally reflect those of the
Bank. All intercompany balances and amounts have been eliminated.

The Bank was organized under federal law in 2004 as a national bank regulated by the Office of the Comptroller of
the Currency (“OCC”). The Bank’s deposits are insured up to legal limits by the FDIC. In March 2009, the Bank converted
its charter to a New York State commercial bank charter, with the New York State Department of Financial Services
becoming its primary regulator.

The Bank is a full service commercial bank that offers a variety of financial services to meet the needs of
communities in its market area. The Bank attracts deposits from the general public and uses such deposits to originate
commercial loans, commercial revolving lines of credit and term loans including USDA and SBA guaranteed loans,
commercial real estate, mortgage loans secured by one-to four-family residences and to a lesser extent construction and land
loans. The Bank also invests in mortgage-backed and other securities permissible for a New York State chartered commercial
bank. The Bank’s primary area for deposits includes the communities of Richmond, Kings and Orange counties in New Y ork.
The Bank’s primary market area for its lending activities also consists of Kings, Richmond and Orange County, New York.

Basis of Presentation

The financial statements have been prepared in conformity with generally accepted accounting principles of the United States.
In preparing the financial statements, management is required to make estimates and assumptions that affect the reported
amounts of assets, liabilities, income and expense. Actual results could differ significantly from these estimates.

Cash Flows

Cash and cash equivalents include cash, deposits with other financial institutions excluding certificates of deposit, and federal
funds sold. Net cash flows are reported for customer loan and deposit transactions.

Securities

The Company is required to report readily-marketable equity and debt securities in one of the following categories: (i) “held-
to-maturity” (management has the positive intent and ability to hold to maturity), which are reported at amortized cost; (ii)
“trading” (held for current resale), which are to be reported at fair value, with unrealized gain and losses included in earnings;
and (iii) “available for sale” (all other debt and marketable equity securities), which are to be reported at fair value, with
unrealized gains and losses reported net of taxes, as accumulated other comprehensive income, a separate component of
stockholders’ equity.

Interest income includes amortization of purchase premium or discount. Premiums and discounts on securities are amortized
on the level-yield method without anticipating prepayments, except for mortgage backed securities where prepayments are
anticipated. Gains and losses on sales are recorded on the trade date and determined using the specific identification method.

The Company evaluates securities for other-than-temporary impairment at least on a quarterly basis, and more frequently
when economic or market concerns warrant such evaluation. Consideration is given to the length of time and the extent to
which the fair value has been less than cost, the financial condition and near term prospects of the issuer, and whether
management intends to sell or it is more likely than not that management would be required to sell the securities prior to their
anticipated recovery.

Loans Held for Sale

Loans held for sale are carried at the lower of aggregate cost or fair value, as determined by outstanding commitments from
investors. Net unrealized losses, if any, are recorded as a valuation allowance and charged to earnings.
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Loans Receivable

Loans receivable that management has the intent and ability to hold for the foreseeable future or until maturity or payoffs are
reported at their unpaid principal adjusted for any charge-offs, the allowance for loan losses, any deferred fees and costs on
originated loans, and any unamortized premiums or discounts. Loan origination and commitment fees and certain direct loan
origination costs will be deferred and the net amount amortized as an adjustment of the related loan’s yield using methods
that approximate the interest method over the contractual life of the loan. Loan interest income is accrued daily on outstanding
balances. A loan is impaired when full payment under the loan terms is not expected. Commercial and commercial real estate
loans are individually evaluated for impairment. If a loan is impaired, a portion of the allowance is allocated so that the loan
is reported, net, at the present value of estimated future cash flows using the loans’ existing rate or at the fair value of collateral
if repayment is expected solely from the collateral. Large groups of smaller balance homogeneous loans, such as consumer
loans, are collectively evaluated for impairment, and accordingly, they are not separately identified for impairment disclosure
unless considered troubled debt restructurings. The accrual of income on all classes of loans is generally discontinued when
a loan becomes more than 90 days delinquent as to principal and interest or when other circumstances indicate that collection
is questionable, unless the loan is well secured and in the process of collection. Income on all classes of nonaccrual loans will
be recognized only in the period in which it is collected, and only if management determines that the loan principal is fully
collectable. Loans are returned to an accrual status when a loan is brought current as to principal and interest and when
reasons for doubtful collection no longer exist.

We may agree to modify the contractual terms of a borrower’s loan. In cases where such modifications represent a concession
to a borrower experiencing financial difficulty, the modification is considered a troubled debt restructuring. Modifications as
a result of a troubled debt restructuring may include, but are not limited to, interest rate modifications, payment deferrals,
restructuring of payments to interest-only from amortizing and/or extensions of maturity dates. Modifications which result
in insignificant payment delays and payment shortfalls are generally not classified as troubled debt restructurings. Loans
modified in a troubled debt restructuring are included in impaired loans.

Allowance for Loan Losses

The allowance for loan losses is increased by provisions for loan losses charged to income. For all portfolio segments, losses
are charged to the allowance when all or a portion of a loan is deemed to be uncollectible. Subsequent recoveries of loans
previously charged off are credited to the allowance for loan losses when realized.

The allowance for loan losses is a significant estimate based upon management’s periodic evaluation of each segment of the
loan portfolio under current economic conditions, considering factors such as the Company’s past loss experience, known
and inherent risks in the portfolio, adverse situations that may affect the borrower’s ability to repay, and the estimated value
of the underlying collateral. Establishing the allowance for loan losses involves significant management judgment, utilizing
the best available information at the time of review. Those judgments are subject to further review by various sources,
including the Bank’s regulators, who may require the Company to recognize additions to the allowance based on their
judgment about information available to them at the time of their examination. While management estimates probable
incurred loan losses using the best available information, future adjustments to the allowance may be necessary based on
changes in economic and real estate market conditions, further information obtained regarding known problem loans, the
identification of additional problem loans, and other factors. Allocations of the allowance may be made for specific loans,
but the entire allowance is available for any loan that in management’s judgment should be charged off.

The allowance consists of specific and general components. The specific component relates to loans that are individually
classified as impaired. The general component covers non-impaired loans and is based for all portfolio segments on historical
loss experience adjusted for current factors. The historical loss experience is determined by portfolio segment and is
supplemented with other economic factors based on the risks present for each portfolio segment. These economic factors
include consideration of the following: levels of and trends in delinquencies and impaired loans; levels of and trends in
charge-offs and recoveries; trends in volume and terms of loans; effects of any changes in risk selection and underwriting
standards; other changes in lending policies, procedures, and practices; experience, ability, and depth of lending management
and other relevant staff; national and local economic trends and conditions; industry conditions; and effects of changes in
credit concentrations.

In estimating specific allocations, we review loans deemed to be impaired, including loans modified in troubled debt
restructurings, and measure impairment losses based on either the fair value of collateral, the present value of expected future
cash flows, or the loan’s observable market price. When an impairment analysis indicates the need for a specific allocation
on an individual loan, the amount must be sufficient to cover probable incurred losses at the evaluation date based on the



facts and circumstances of the loan. When available information confirms that specific loans, or portions thereof, are
uncollectible, these amounts are promptly charged-off against the allowance for loan losses.

Premises and Equipment

Land is carried at cost. Bank premises, leasehold improvements and furniture and equipment are carried at cost less
accumulated depreciation and amortization. Depreciation expense is recognized on a straight-line basis over the estimated
useful lives of the related assets, which are 35 years for bank premises and 2 to 7 years for furniture and equipment.
Amortization of leasehold improvements is recognized on a straight-line basis over the lesser of lease term or estimated useful
lives, resulting in amortization periods ranging from approximately 5 to 15 years. Costs incurred to improve or extend the
life of existing assets are capitalized. Repairs and maintenance are charged to expense.

Goodwill

Goodwill results from business acquisitions and represents the excess of the purchases price over the fair value of the acquired
assets and liabilities and identifiable intangible assets. Goodwill is assessed at least annually for impairment and any such
impairment will be recognized in the period identified.

Income Taxes

Income tax expense is the total of the current year income tax due or refundable and the change in deferred tax assets and
liabilities. Deferred tax assets and liabilities are the expected future tax amounts for the temporary differences between
carrying amounts and tax bases of assets and liabilities, computed using tax rates. Temporary differences are differences
between the tax basis of assets and liabilities and their reported amounts in the financial statements that will result in taxable
or deductible amounts in future years. The effect on deferred taxes of a change in tax rates is recognized in income in the
period that includes the enactment date. Realization of deferred tax assets is dependent upon the generation of future taxable
income. A valuation allowance is provided when it is more likely than not that some portion of the deferred tax asset will not
be realized.

A tax position is recognized as a benefit only if it is “more likely than not” that the tax position would be sustained in a tax
examination, with a tax examination being presumed to occur. The amount recognized is the largest amount of tax benefit
that is greater than 50% likely of being realized on examination. For tax positions not meeting the “more likely than not” test,
no tax benefit is recorded.

The Company recognizes interest and/or penalties related to income tax matters in income tax expense. The Company and
its subsidiaries are subject to U.S. federal income tax as well as income tax of the state of New York and the City of New
York. The Company is no longer subject to examination by taxing authorities for years before 2014.

Federal Reserve Bank

As a member of the Federal Reserve Bank (“FRB”) system, the Bank is required to maintain a minimum investment in FRB
stock. Any excess may be redeemed by the Bank or called by the FRB at par. At its discretion, the FRB may declare dividends
on this stock. The Bank had $727 thousand and $637 thousand invested in FRB stock at December 31, 2017 and December
31, 2016, respectively, which is carried at cost due to the fact that it is a restricted security.

Federal Home Loan Bank of New York

The Bank is a member of the Federal Home Loan Bank of New York (“FHLB”). As a member the Bank was required to
maintain FHLB capital stock, in the amount of $2.1 million and $470 thousand at December 31, 2017 and 2016, respectively.
The amount is carried at cost because it is a restricted security. The FHLB may declare dividends on this stock at its discretion.
Comprehensive Income

Comprehensive income represents the sum of the net income and items of “other comprehensive income” that are reported

directly in stockholders’ equity, such as the change during the period in the net unrealized gain or loss on securities available
for sale.



Stock Options

The Company has a stock-based compensation plan as more fully described in Note 10. For accounting purposes, the
Company recognizes expense for options to purchase common stock awarded under the Company’s Stock Option Plan over
the vesting period at the fair market value of the options on the date they are awarded.

Loss Contingencies

Loss contingencies, including claims and legal actions arising in the ordinary course of business, are recorded as liabilities
when the likelihood of loss is probable and an amount or range of loss can be reasonably estimated. Management does not
believe there now are such matters that will have a material effect on the financial statements.

Fair Value of Financial Instruments

Fair values of financial instruments are estimated using relevant market information and other assumptions, as more fully
disclosed in a separate note. Fair value estimates involve uncertainties and matters of significant judgment regarding interest
rates, credit risk, prepayments, and other factors, especially in the absence of broad markets for particular items. Changes in
assumptions or in market conditions could significantly affect the estimates.

Transfers of Financial Assets

Transfers of financial assets are accounted for as sales, when control over the assets has been relinquished. Control over
transferred assets is deemed to be surrendered when the assets have been isolated from the Company, the transferee obtains
the right (free of conditions that constrain it from taking advantage of that right) to pledge or exchange the transferred assets,
and the Company does not maintain effective control over the transferred assets through an agreement to repurchase them
before their maturity.

Sales of Participating Interests in Loans

Gains or losses recognized on the sale of participating interests in loans are determined on a specific identification basis.
Gains or losses are determined by allocating the carrying amount between the participating interest sold and the Company’s
retained interest, based on their relative fair values and taking into account any servicing rights retained. The retained
interests, net of any discounts or premiums, are included in loans, net of allowance for loan losses, in the accompanying
statements of financial condition.

Loan Servicing Rights

Servicing assets are recognized when participating interests in loans are sold with servicing retained, with the income
statement effect recorded in gain on sale of participating interests in loans. Servicing rights are initially recorded at fair value.
Fair value is based on market prices for comparable servicing contracts, when available, or alternatively, is based on a
valuation model that calculates the present value of estimated future net servicing income.

Servicing rights are subsequently measured using the amortization method, which requires servicing rights to be amortized
into non-interest income in proportion to, and over the period of, the estimated future net servicing income of the underlying
participating interests. Servicing rights are evaluated for impairment based upon the fair value of the rights compared to the
carrying amount. Impairment is recognized through a valuation allowance, to the extent that fair value is less than the carrying
amount. If the Company later determines that all or a portion of the impairment no longer exists, a reduction of the allowance
may be recorded as an increase to income.

Real Estate Owned
Real estate acquired through or instead of loan foreclosure is initially recorded at fair value less costs to sell when acquired,
establishing a new cost basis. These assets are subsequently accounted for at lower of cost or fair value less estimated costs

to sell. If fair value declines subsequent to foreclosure, a valuation allowance is recorded through expense. Operating costs
after acquisition are expensed.
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Restrictions on Cash
Cash on hand or on deposit with the Federal Reserve Bank was required to meet regulatory reserve and clearing requirements.
Reclassifications

Some items in the prior year financial statements were reclassified to conform to the current presentation. Reclassifications
had no effect on prior year net income or stockholders’ equity.

Subsequent Events

The Company has evaluated subsequent events for recognition and disclosure through March 21, 2018, which is the date the
financial statements were available to be issued.

Adoption of New Accounting Standards

In February 2018, the FASB issued ASU 2018-02, Income Statement —Reporting Comprehensive Income (Topic 220). The
standard provides entities an option to reclassify tax effects stranded in accumulated other comprehensive income as a result
of the Tax Cuts and Jobs Act enacted in December 2017 to retained earnings as compared to income tax expense. This ASU
is effective for fiscal years beginning after December 15, 2018 with early adoption allowed for reporting periods for which
financial statements have not yet been issued or made available for issuance. The new standard can be applied either (1) in
the period of adoption or (2) retrospectively to each period in which the effect of the change in the federal income tax rate is
recognized. The Company early adopted ASU 2018-02 as of December 31, 2017, which resulted in an immaterial
reclassification within stockholders’ equity.

There were no other accounting standards adopted during the current year that had a material impact on the Company’s
financial position, results of operations or disclosures.
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NOTE 2 - INVESTMENT SECURITIES

The following is a summary of the amortized cost, gross unrealized/unrecognized gains and losses, and estimated fair market
value of investment securities available-for-sale and held-to-maturity at December 31, 2017 and December 31, 2016.

December 31, 2017
(in thousands)

Amortized Gross Unrecognized

Fair
Cost Gains Losses Value
Held to Maturity:
Mortgage-backed securities — residential ..............cccoeveveveinennee. $ 5,146 $ 56 § - 3 5,202
Bank Preferred Securities........ccoevvveviierieeiieeie e -- -- -- --
TOtAL .. $ 5,146 $ 56 3 - $ 5,202
December 31, 2017
(in thousands)
Amortized Gross Unrealized Fair
Cost Gains Losses Value
Available-for-Sale:
Mortgage-backed securities — residential ............c..cocvevvrveierinnen. $ 1,396 § - 8 @ $ 1,392
Bank Preferred Securities........ccoevvveviievieeciiecie e 3,017 39 (51) 3,005
TOtAL ..t $ 4413 § 39 § (55) $ 4,397
December 31, 2016
(in thousands)
Amortized Gross Unrecognized Fair
Cost Gains Losses Value
Held to Maturity:
Mortgage-backed securities — residential ..............cccceeveirveneennee. $ 6,402 $ 87 $ - 8 6,489
Bank Preferred Securities........coevvvveverierienieiieiecieeeieee e -- -- -- --
TOtal .o $ 6,402 $ 87 3 - $ 6,489
December 31, 2016
(in thousands)
Amortized Gross Unrealized Fair
Cost Gains Losses Value
Available-for-Sale:
Mortgage-backed securities — residential ..............cocooevevieveneennne. $ 1,429 $ 72 % - 1,501
Bank Preferred SeCurities........cvevvveeverierienieiieieeieeceeee e 3,557 10 (44) 3,523
TOtal .o $ 4,986 $ 82 $ (44) $ 5,024
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The following tables summarize the amortized cost and estimated fair market value of investment securities available-for-
sale and held-to-maturity at December 31, 2017, with amounts shown by remaining term to contractual maturity. Securities
not due at a single maturity date, primarily mortgaged-backed and asset-backed securities are shown separately.

December 31, 2017 December 31, 2017
(in thousands) (in thousands)
Available for Sale Held to Maturity
Amortized Fair Amortized Fair
Cost Value Cost Value
Mortgage-backed SECUITLIES. ........cocvevieereeiiereiiieieeeereeee e $ 1,396 $ 1,392 § 5,146 $ 5,202
Bank Preferred Securities
Due less than One Year...........cooceeeeieieienienese e -- -- -- --
One year to less than three years .........cccoceveeveenicinciencenene. -- -- -- --
Three years to less than five years.........cocceeevevveveeieieeneenen, -- -- -- --
Five years to teN YEarS ......c.ccvvevvieiieiieeieieeieeie e seeeee e 1,000 949 -- --
More than teNn YEATS .........cceevverrieiieieereenreereere e sieesreeseeene e 2,017 2,056 - -
TOtAl . $ 4,413 $ 4397 $§ 5,146 $ 5,202

There were no Held to Maturity securities that were in an unrecognized loss position at December 31, 2017 and December
31, 2016.

The following tables summarize, for Available for Sale securities in an unrealized loss position at December 31, 2017 and
December 31, 2016, the aggregate fair values and gross unrealized losses by the length of time those securities had been in a
continuous loss position.

December 31, 2017
Less Than 12 Months 12 Months or More Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Loss Value Loss Value Loss
(In thousands)
Available for Sale:
Mortgage-backed securities........... $ 1,392 § 4 3 - 3 - 3 1,392 § )]
Bank Preferred Securities.............. - - 949 (51) 949 (51)
Total temporarily impaired ... $ 1,392 § 4 $ 949 § (51) $ 2,341 § (55)
December 31, 2016
Less Than 12 Months 12 Months or More Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Loss Value Loss Value Loss
(In thousands)
Available for Sale:
Mortgage-backed securities........... $ - 8 -9 - 8 - $ - 8 -
Bank Preferred Securities.............. 1,045 (1) 957 (43) 2,002 (44)
Total temporarily impaired ... $ 1,045 $ (1) $ 957 § (43) $ 2,002 § (44)

The Company evaluates securities for other-than-temporary impairment at least on a quarterly basis, and more frequently
when economic or market concerns warrant such evaluation. Consideration is given to the length of time and the extent to
which the fair value has been less than cost, the financial condition and near term prospects of the issuer, and whether
management intends to sell or it is not more likely than not that management would be required to sell the securities prior to
their anticipated recovery. In analyzing an issuer’s financial condition, the Company may consider whether the securities are
issued by the federal government or its agencies, whether downgrades by bond rating agencies have occurred, and the results
of reviews of the issuer’s financial condition. Management has reviewed the portfolio for other than temporary impairment
and has determined that none exists as of December 31, 2017.
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The Company sold $1.4 million of investment securities during 2017. Gross gains on sales were $52 thousand and there were
no gross losses. The Company sold $2.8 million of investment securities during 2016. Gross gains on sales were $166
thousand while gross losses were $12 thousand.

During 2016, the Bank sold corporate bonds that were classified as held-to-maturity securities. These sales were in response
to a significant deterioration in the creditworthiness of the issuers. The securities sold had a carrying value of $800,000 at the
time of sale and the Bank realized a gain upon sale of $442. In addition, during 2016, the Bank transferred trust preferred
securities that were classified as held-to maturity securities to the available-for-sale category with an amortized cost of $3.1
million. At time of transfer, the unrealized gain of $75 thousand was transferred to accumulated other comprehensive
income. The securities were transferred on the basis of changes in the regulatory environment and resulting increases in the
risk weights of securities for risk-based capital purposes. The sale and transfer these securities from the held to maturity
portfolio represents one of the permissible circumstances under ASC 320 for sale from the held-to-maturity portfolio.

The Company did not have any securities pledged at year-end 2017. Securities pledged at year-end 2016 had an approximate
carrying amount of $7.3 and were pledged to secure borrowing facilities as well as certain municipal deposits.

NOTE 3 - LOANS
The following is a summary of loans receivable at December 31, 2017 and December 31, 2016.
December 31, December 31,

2017 2016
(Dollars in thousands)

Real estate loans:

ONE-t0 fOUr-TAMILY ....ovivieiieiiiieicece ettt ettt $ 62,222 $ 38,757
Commercial
OWNET OCCUPIEA ...eiviiiiiiieieeie ettt et ettt e e et e b e etae e e sseebeesseessesssesseesseensens 44,823 33,984
NON OWNET OCCUPICA ..ovvievrieeiiiieiiieieete ettt ettt e be e e esbessbesreesaeesseenseenes 88,060 62,260
MUB-FAMILY oottt e e st e se et eenseennenneens 26,831 21,847
Construction or deVEIOPMENL ..........c.eeierieriieiieieeieseere et eee st eae s sseeseeneens 965 1,424
Home equity
Open Ended / REVOIVING ....coviiiriiiiiiiiiiieictccentcne sttt 3,485 4,545
CloSed ENAEd ....ooeviiiiieieeceeeee ettt e e as 282 651
Total real eState 10ANS .........coecvviiieeie e 226,668 163,468

Other loans:
Commercial business

TaXE MEAALLION ...ovvviiiieiie ettt e e e s e e e e enar e e s eneaas 4,565 6,923

US Govt. Agency GUAranteed .........c.cceevvevveecuieienieseesieeieseeseesseesseesesssesseesseessens 3,117 4,093
Commercial Business Lines of Credit and Term Loans............ccccoeevviivieeeiiccneeennen.. 20,640 26,118
COMSUIMICT ....uviieeiiiiee ettt e eette e e e ettt e e e etbeeeetteeeeeataaeeestreeeeeatseeesassaeeeesseseaassseeeassseeensreeeanns 421 430
TOtal OthET TOANS ....ccuvviiiieiiieeeeee et eaaeeas 28,743 37,564

Total 10aNS TECEIVADIE. ........oooeeeiiieeeee e e e eaeeeeenns 255411 201,032
Deferred 10an costs (fEES) NEL .....ccuieiieierieieieeie et 1,408 1,023
AlloOWanCe fOr 10aN LOSSES .......c.eeecviiiiiieeiiiiiieeree et et et e st e sveeseae e beesabeesebeesaeeeseseennas (2,982) (2,685)
Total 10ans reCeiVADIE, NET.......oooouveiiiiiiiieeeeeeee e e e e e e e e e $ 253,837 $ 199,370

Risk characteristics of the Company’s portfolio segments include the following:

One-to Four- Family Real Estate Loans — Owner occupied loans secured by residential real estate properties are no longer
offered by the Company but are held in the loan portfolio. Loans to investors of residential real estate properties, however,
are still offered. Repayment of such loans may be negatively impacted should the borrower default, should there be a
significant decline in the value of the property securing the loan or should there be a decline in general economic conditions.
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Commercial Real Estate Loans — In underwriting commercial real estate loans, the Company evaluates both the prospective
borrower’s ability to make timely payments on the loan and the value of the property securing the loan. Repayment of such
loans may be negatively impacted should the borrower default or should there be a substantial decline in the value of the
property securing the loan, or a decline in general economic conditions. Where the owner occupies the property, the Company
also evaluates the business’s ability to repay the loan on a timely basis. In addition, the Company may require personal
guarantees, lease assignments and/or the guarantee of the operating company when the property is owner occupied. These
types of loans may involve greater risks than other types of lending, because payments on such loans are often dependent on
the successful operation of the business involved, therefore, repayment of such loans may be negatively impacted by adverse
changes in economic conditions affecting the borrowers’ business.

Multifamily Real Estate Loans - In underwriting multifamily real estate loans, the Company evaluates both the prospective
borrower’s ability to make timely payments on the loan and the value of the property securing the loan. Repayment of such
loans may be negatively impacted should the borrower default, should there be a significant decline in the value of the
property securing the loan or should there be a decline in general economic conditions.

Construction or Development Loans — Construction loans are short-term loans (generally up to 18 months) secured by land
for both residential and commercial development. The loans are generally made for acquisition and improvements. Funds are
disbursed as phases of construction are completed. Most non-residential construction loans require preapproved permanent
financing or pre-leasing by the Company or another bank providing the permanent financing. The Company funds
construction of single family homes and commercial real estate, when no contract of sale exists, based upon the experience
of the builder, the financial strength of the owner, the type and location of the property and other factors. Construction loans
are generally personally guaranteed by the principal(s). Repayment of such loans may be negatively impacted by the builders’
inability to complete construction, by a downturn in the new construction market, by a significant increase in interest rates
or by a decline in general economic conditions.

Home Equity Loans — Home equity loans secured by residential real estate properties are no longer offered by the Company
but are held in the loan portfolio. Repayment of such loans may be negatively impacted should the borrower default, should
there be a significant decline in the value of the property securing the loan or should there be a decline in general economic
conditions.

Commercial Business Loans — The Company’s commercial and industrial loan portfolio consists primarily of commercial
business loans and lines of credit to businesses and professionals. These loans are usually made to finance the purchase of
inventory, new or used equipment or other short or long term working capital purposes. These loans are generally secured by
corporate assets, often with real estate as secondary collateral, but are also offered on an unsecured basis. In granting this
type of loan, the Company primarily looks to the borrower’s cash flow as the source of repayment with collateral and personal
guarantees, where obtained, as a secondary source. Commercial loans are often larger and may involve greater risks than
other types of loans offered by the Company. Payments on such loans are often dependent upon the successful operation of
the underlying business involved and, therefore, repayment of such loans may be negatively impacted by adverse changes in
economic conditions, management’s inability to effectively manage the business, claims of others against the borrower’s
assets which may take priority over the Company’s claims against assets, death or disability of the borrower or loss of market
for the borrower’s products or services.

The Company also originates Small Business Administration (SBA) loans to businesses within its lending market. These
loans are underwritten substantially similar to commercial business loans discussed above and also in accordance with the
SBA’s guidelines and Standard Operating Procedure. A percentage, (50-85%) of each SBA loan is guaranteed by the SBA
and the full faith and credit of the United States. The Company from time to time may sell the guaranteed portion of these
loans into the secondary market.

Loans on New York City taxi medallions are no longer offered by the Company. USDA guaranteed loans are, at times,

purchased in the secondary market and have varying terms. Principal balance of these loans is guaranteed by the full faith
and credit of the USDA.
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The following table presents loans individually evaluated for impairment by class of loans as of December 31, 2017 and
December 31, 2016.

December 31, 2017 December 31, 2016
Allowance Allowance
Unpaid For Loan Unpaid For Loan
Principal Recorded Losses Principal Recorded Losses
Balance Investment  Allocated Balance Investment  Allocated
(In thousands) (In thousands)

With no related allowance
recorded:
Real estate loans:
One-to four family..................... $ 473  $ 473 § - $ 1,188 §$ 1,188 §$ -
Commercial
Owner Occupied ..........c.u...... 674 674 - 870 870 -
Non Owner Occupied............. 319 319 - 380 380 -
Multi-family .......cccoeevvveieennen. - - - - - -
Construction or development .... 965 965 - 965 965 -
Home equity
Open Ended/Revolving........... - - - - - -
Closed Ended ........cccoeeennn... - - - 200 200 -
Total real estate loans......... 2,431 2,431 - 3,603 3,603 -
Other loans:
Commercial business
Taxi Medallion ...................... 747 747 - 750 750 -
US Govt. Agency
Guaranteed...........ccocenennee. - - - -
All Other ......ccooovvveeiiiieenn. 1,121 1,121 - 1,120 1,120 -
CONSUMET ......ooeeeeerreeeeiieeeennennn. - - - -
Total other loans ................ 1,868 1,868 - 1,870 1,870 -

Total 10aNS.....veeeeeeeeeeeeeeeeeeeeeeeean, $ 4299 $ 4,299 $ - 3 5473 $ 5473 $ -

With an allowance recorded:
Real estate loans:
One-to four family ..................... $ - 8 - S - 8 -3 -3 _
Commercial
Owner Occupied .................... - - - - - -
Non Owner Occupied............. - - - - - -
Multi-family .......cccoevvveeeenee. - - - - - -
Construction or development ... - - - - - -
Home equity
Open Ended/Revolving........... - - - - - -
Closed Ended .........c.cocune.. - - - - - -
Total real estate loans......... - - - - - -
Other loans:
Commercial business
Taxi Medallion ..........c........... 3,213 3,213 1,154 3,596 3,596 467
US Govt. Agency
Guaranteed..........cceeeveneen. - - - - - -
All Other ......ccoovveeviieiiennn. 29 29 15 - - -
COoNSUMET ......oeeeeeevieeeeireeeeinennn. - - - - -
Total other loans ................ 3,242 3,242 1,169 3,596 3,596 467

Total loans.........cccoeeveivvecininncnnnn. $ 3242 § 3242 § 1,169 $ 3,596 § 3,596 § 467

Grand totals $ 7,541 § 7,541 § 1,169 $ 9,069 § 9,069 $ 467
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The recorded investment in loans excludes accrued interest and deferred loan costs (fees) due to immateriality.

2017 2016
Average of individually impaired loans during year.............cccoecvevevvevevrerierieriennns $ 11,224 $ 6,625
Interest income recognized during impairment..............ccecveeveeeeereveseeseeneeseesnennns 167 147
Cash-basis interest inCOME reCOZNIZEd........eevuerevercieriereieie et - -

The following table presents the aging of the recorded investment in past due loans as of December 31, 2017 by class of
loans:

Loans
Past Due
Over 90
30-59 60 - 89 Days Loans
Days Days Still Non Total Not Past
Past Due Past Due Accruing Accrual Past Due Due Total
(In thousands)
Real estate loans:
One-to four family ......................... $ 72 $ - 3 - 8§ - 8 72 $ 62,150 $ 62,222
Commercial
Owner Occupied ........ccoceveeennene 913 - - 674 1,587 43,236 44,823
Non Owner Occupied................. - - - - - 88,060 88,060
Multi-family ......coooeeviiiieiiiene - - - - - 26,831 26,831
Construction or development......... - - 965 965 - 965
Home equity
Open Ended/Revolving............... - - - - - 3,485 3,485
Closed Ended ........c.covvevienrennenns - - - - - 282 282
Total real estate loans............. 985 - - 1,639 2,624 224,044 226,668
Other loans:
Commercial business
Taxi Medallion ..........ccoceoune.. - - - - - 4,565 4,565
US Govt. Agency Guaranteed.... - - - - - 3,117 3,117
AL Other ......cocovveieieieieee, 49 - - 1,121 1,170 19,470 20,640
CONSUMET ......cccvveerieeieeeiie e - - - - - 421 421
Total other loans..................... 49 - - 1,121 1,170 27,573 28,743
Total [0ans........ccoeeveeeieieieieieieene $ 1,034 § -3 - $ 2760 $§ 3,794 § 27,573 $255411
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The following table presents the aging of the recorded investment in past due loans as of December 31, 2016 by class of

loans:
Loans
Past Due
Over 90
30-59 60 - 89 Days Loans
Days Days Still Non Total Not Past
Past Due Past Due Accruing Accrual Past Due Due Total
(In thousands)
Real estate loans:
One-to four family ...........ccceurvenenen. $ 72 8 - 5 - $ - 3 72 $ 38,685 $ 38,757
Commercial
Owner Occupied .......c.ccveervennns - - - - - 33,984 33,984
Non Owner Occupied................. - - - 498 498 61,762 62,260
Multi-family ........cccoeveveevenieiiens - - - - - 21,847 21,847
Construction or development......... - - 965 965 459 1,424
Home equity
Open Ended/Revolving............... - - - - - 4,545 4,545
Closed Ended ........cccovveveennennen. - - - 200 200 451 651
Total real estate loans............. 72 - - 1,663 1,735 161,733 163,468
Other loans:
Commercial business
Taxi Medallion .........ccccevvenneee. - - - - - 6,923 6,923
US Govt. Agency Guaranteed.... - - - - - 4,093 4,093
AlLOther .......ccovevvveviieieeieeeee, - - - 440 440 25,678 26,118
CONSUMET .....cccveeerierieenieenreenareens - - - - - 430 430
Total other loans..................... - - - 440 440 37,124 37,564
Total 10ans........ccccceevveevereeneereennene $ 72 $ - $ - $ 2,103 § 2,175 198,857 201,032

At year-end 2017, the Company had $3.1 million in interest only loans, excluding lines of credit and construction loans, and
no loans with potential for negative amortization.

The Bank has extended credit to various directors, senior officers and their affiliates. Loans to related parties during 2017
were as follows:

(In thousands)

Beginning balance at December 31, 2016 ........cccuiiiiiiiiieiee et $ 5,070
INEW OIS ...t ettt e e e et e e et e e et e e e et e e e e ateeeeeaeeeeeaeeeeeesseeeeeenteeeeenseeeeenseeeeenneas 1,038
OS] 012741115, 1L SRR (439)
Ending balance at December 31, 2017 ......cciiiiieieieieeieeieeie ettt ettt ettt et ebessessesneeseeseeneenaennans $ 5,669

The balance at December 31, 2017 does not include unused commitments totaling $686 thousand.
Credit Quality Indicators:

The Company categorizes loans into risk categories based on relevant information about the ability of borrowers to service
their debt such as: current financial information, historical payment experience, credit documentation, public information,
and current economic trends, among other factors. The Company analyzes loans individually by classifying the loans as to
credit risk. This analysis includes all loans, regardless of the outstanding balance, and non-homogenous loans, such as
commercial and commercial real estate loans. This analysis is performed on an ongoing basis and results are reviewed each
month. The Company uses the following definitions for risk ratings:
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Special Mention. Loans classified as special mention have a potential weakness that deserves managements close
attention. If left uncorrected, these potential weaknesses may result in deterioration of the repayment prospects for the loan
or of the institutions credit positions at some future date.

Substandard. Loans classified as substandard are inadequately protected by the current net worth and paying
capacity of the obligor or of the collateral pledged, if any. Loans so classified have a well defined weakness or weaknesses
that jeopardize the liquidation of the debt. They are characterized by the distinct possibility that the institution will sustain
some loss if the deficiencies are not corrected.

Doubtful. Loans classified as doubtful have all the weaknesses inherent in those classified as substandard, with the
added characteristic that the weaknesses make collection or liquidation in full, on the basis of currently existing facts,
conditions, and values, highly questionable and improbable.

Loans not meeting the criteria above that are analyzed individually as part of the above described process are considered to
be pass rated loans. Loans listed as not rated are either consumer loans or are included in groups of homogeneous loans. As
of December 31, 2017, and based on the most recent analysis performed, the risk category of loans by class of loans is as
follows:

Not Special Sub- Total
Classified Mention standard Doubtful Loans
Real estate loans:
One-to four family ..........ccceevereeeiiiieean $ 62,101 $ - $ 121 §$ - $ 62222
Commercial
Owner Occupied ......ccoeeveveevieriieiieieeeeniens 42,929 972 922 - 44,823
Non Owner Occupied .......cccccvevvverveeveevennnnns 87,473 587 - - 88,060
Multi-family ......ccoevveviieiinieecece e 26,831 - - - 26,831
Construction or development ..............ccocueenenns - - 965 - 965
Home equity
Open Ended/Revolving ..........ccoeeeevvenivennnnne 3,359 - 126 - 3,485
Closed Ended ......ccoooveeiiiiiiiiiieeeee, 282 - - - 282
Total real estate loans ..........cccccoeeuvveeneee. 222975 1,559 2,134 - 226,668
Other loans:
Commercial business
Taxi Medallion ......oceeeveeveeeeeeeeeeeeeeeeeeeenenn 605 2,661 1,299 - 3 4,565
US Govt. Agency Guaranteed ............c......... 3,117 - - - 3,117
AL Other ....ccooveviiiieeeeeeeee e 19,490 - 1,121 29 20,640
CONSUMET ....uvviieeeiiiieeeiiiee et 421 - - - 421
Total other 10ans ..........cccveevveieeeeceeeenne, 23,633 2,661 2,420 29 28,743
TOtal LOANS ...t $ 246,608 §$ 4,220 $ 4,554 §$ 29 § 255411
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As of December 31, 2016, the risk category of loans by class of loans is as follows:

Not Special Sub- Total
Classified Mention standard Doubtful Loans
Real estate loans:
One-to four family .........ccccoeveeveirieieirieieriene, $ 38131 §$ - 3 626 $ - $ 38,757
Commercial
Owner Occupied .......ccoeeeeeeevienieiieieeieeeene 32,858 - 1,126 - 33,984
Non Owner Occupied.........ccoevereereereennennen. 61,593 667 - - 62,260
Multi-family .....occoooeeoieieieieeeeeeee 21,847 - - - 21,847
Construction or development............cccccevueeueenne 459 - 965 - 1,424
Home equity
Open Ended/Revolving...........cceveeeveeniiennnn. 4,205 - 340 - 4,545
Closed Ended .......c.ooovvvevvieciiiiiiiceecieeee 651 - - - 651
Total real estate loans ..........cccceeeveuverennnnn. 159,744 667 3,057 - 163,468
Other loans:
Commercial business
Taxi Medallion ...........ccccveveevvieiiieeeeeiieeeens 250 1,654 5,019 - 3 6,923
US Govt. Agency Guaranteed....................... 4,093 - - - 4,093
AlLOthEr ... 24,825 122 1,171 - 26,118
(070) 115111 1 1<) RN 430 - - - 430
Total other loans............cccceeeeeveeeecnneeennee. 29,599 1,776 6,190 - 37,564
Total 10ANS.......cooviiireeeeee e $ 189343 § 2,443 % 9,246 $ - $ 201,032

Troubled Debt Restructurings:

From time to time, the terms of certain loans, for which the borrower is experiencing financial difficulties, are modified as
troubled debt restructurings. In order to determine whether a borrower is experiencing financial difficulty, an evaluation is
performed of the probability that the borrower will be in payment default on any of its debt in the foreseeable future without
the modification. This evaluation is performed under the company’s internal underwriting policy. The modification of the
terms of such loans include one or a combination of the following: a reduction of the stated interest rate of the loan; an
extension of the maturity date at a stated rate of interest lower than the current market rate for new debt with similar risk; or
a permanent reduction of the recorded investment in the loan.

Troubled debt restructurings totaled $5.6 million and $7.5 million as of December 31, 2017 and 2016, respectively. Of these
amounts approximately $882 thousand and $498 were non-accrual at December 31, 2017 and 2016, respectively. There was
$1.2 million of specific reserves allocated to such restructured loans as of December 31, 2017. There was $467 of specific
reserves allocated to such restructured loans as of December 31, 2016.

Of the $5.6 million of troubled debt restructurings as of December 31, 2017, eight loans totaling $4.0 million are loans
collateralized by New York City Taxi Medallions. The modifications of these loans all occurred in 2017 and 2016. During
the year ended December 31, 2017, the Company charged off $1.6 million of taxi medallion loans relative to these
modifications. All of these loans are current on payments and are accruing interest. The Company has no commitments to
lend additional amounts to customers with outstanding loans that are classified as troubled debt restructurings.

Two of the troubled debt restructurings are commercial real estate loans with an aggregate balance of $520 thousand, one
loan is a residential property with a balance of $473 thousand and the remaining loan a commercial loan with a balance of
$680 thousand. Of these amounts, one commercial loan for $680 thousand and one commercial real estate loan for $201
thousand are non-accrual as of December 31, 2017.
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The following table presents loans by class modified as troubled debt restructurings that occurred during the years ended
December 31, 2017 and December 31, 2016.

Pre- Post-
Modification Modification
O/S Recorded O/S Recorded
December 31, 2017 # Loans Investment Investment
Troubled Debt Restructurings:
Commercial Real EState...........cccoovvuiieuiiiiiceieeeeeceee et 2 699 201
Taxi Medallions .........ccoouiiiiiiiiieiie ettt 7 4,423 3,150
TOAL...vieeie e et e aa e ere e areeans 9 5,122 3,351
Pre- Post-
Modification Modification
O/S Recorded O/S Recorded
December 31, 2016 # Loans Investment Investment
Troubled Debt Restructurings:
ReSIACNTIAL ....ouviiiiiiicce e et 1 502 502
Taxi Medallions .........coccuiiiiiiieieiie ettt 4,393 4,393
TOtAL....veieeeetee e et ettt ere e ere e eaeeaes 8 4,895 4,895

The troubled debt restructurings described above increased the allowance for loan losses by $897 thousand and $467 thousand
for the years ended December 31, 2017 and 2016, respectively.

The troubled debt restructurings described above resulted in charge offs of $1.4 million during the year ended December 31,
2017. There were no charge offs related to troubled debt restructurings in 2016.

There was one default of a 2017 troubled debt restructuring in the amount of $449 thousand that occurred in 2017. There was
one default of a 2016 troubled debt restructuring that occurred in 2017 in the amount of $527 thousand.

NOTE 4 - ALLOWANCE FOR LOAN LOSSES

The following table presents the balance in the allowance for loan losses by portfolio segment as of December 31, 2017 and
2016.

For the Twelve Months Ended December 31, 2017
(in thousands)

One-to- Construction
Four Commercial Multifamily or Home Commercial
Family Real Estate  Real Estate  Development Equity Business Consumer Unallocated Total
Beginning Balance $ 2048 390 $ 504 $ -8 38% 1,488 $ 1S 60 $ 2,685
Charge-offs .......ccceveveernnnne - (62) - - - (1,641) (1) - (1,704)
Recoveries.........ccocercucucanne - - - - - 18 - - 18
Provision for loan losses..... 41 212 (396) - (14) 2,081 1 58 1,983
Ending Balance........................ § 245§ 540 $ 108 $ -8 24§ 1,946 $ 1S 118 § 2,982
For the Twelve Months Ended December 31, 2016
(in thousands)
One-to- Construction
Four Commercial Multifamily or Home Commercial
Family Real Estate  Real Estate  Development Equity Business Consumer Unallocated Total
Beginning Balance .................. $ 181§ 425§ 403 § -$ 9338 994 § 38 107 $ 2,206
Charge-offs ........ . - (50) - - - (62) - - (112)
Recoveries.........ccoceeueuennne - - - - - 18 - - 18
Provision for loan losses..... 23 15 101 - (55) 538 (2) (47) 573
Ending Balance........................ $ 204§ 390 § 504 $ -8 38 § 1,488 § 18 60 $ 2,685
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The following table presents the balance of recorded investment in loans by portfolio segment based on the impairment
method and the corresponding balance in allowance for loan losses as of December 31, 2017 and December 31, 2016.

December 31, 2017

1-4 Family
Residential Construction
Real Commercial Multifamily or Home Commercial

Estate Real Estate Real Estate Development Equity Business Consumer Unallocated  Total
(In thousands)

Allowance for loan losses:

Individually evaluated for

impairment..............ccccevevuenenn. $ -$ -3 -8 -3 -3 1,169 $ -3 -$ 1,169
Collectively evaluated for
IMPAITMENt ... 245 540 108 - 24 777 1 118 1,813
Total allowance balance........ $ 245 $ 540 $ 108 $ -3 24§ 1,946 $ 1$ 118 § 2982
Loans:
Loans individually evaluated for
IMpairment ..........ccocevveveevennnn. $ 473 $ 993 $ -$ 965 $ -8 5,110 $ -$ -$ 7,541
Loans collectively evaluated for
IMPAITMENt ... 61,749 131,890 26,831 - 3,767 23,212 421 - 247870
Total ending loans balance.... § 62,222 § 132,883 § 26,831 $ 965 $3,767 $ 28,322 $ 421 $ - $ 255411
December 31, 2016
1-4 Family
Residential Construction
Real Commercial Multifamily or Home Commercial

Estate Real Estate Real Estate Development Equity Business Consumer Unallocated  Total
(In thousands)

Allowance for loan losses:

Individually evaluated for

IMPAIrMENt ... $ -$ -3 -3 -3 -3 467 $ -3 -5 467
Collectively evaluated for

IMPAIrmMent .........cocveverveereenennes 204 390 504 - 38 1,021 1 60 2,218

Total allowance balance........ $ 204 $ 390 $ 504 $ -$ 388§ 1,488 $ 13 60 $ 2,685

Loans:

Loans individually evaluated for

ImMpairment ..........coceeeueucuennne $ 1,188 $ 1,250 $ -3 965 § 200 $ 5,466 $ -3 -$ 9,069
Loans collectively evaluated for

IMPAIrMent .....cooveececececienennns 37,569 94,994 21,847 459 4,996 31,668 430 - 191,963

Total ending loans balance.... § 38,757 $ 96,244 § 21,847 § 1,424 $5,196 $ 37,134 § 430 $ - $201,032

NOTE 5 - PREMISES AND EQUIPMENT
The following is a summary of premises and equipment at December 31, 2017 and December 31, 2016.

December 31,

2017 2016
(In thousands)

LLAIA <ottt $ 193 § 193
Furniture, fixtures, and eqUIPMENt ............ocerierieiieieee e 987 894
BanK PremiSES.......ooiiueeieieieee e et e e e e e eaeaean 1,970 1,957
Leasehold IMPIOVEMENES ........o.eeuieieieierieiteeie ettt eesee b eae e eneas 918 928
4,068 3,972

Less: accumulated depreciation and amortization.............c.eceeeveeeveeieieeseesreeneeeeeeeeneens (1,105) (821)
Total premises and eqUIPMENT, NEL............c.evirveriririerieieiereieeeteee e esees $ 2963 $§ 3,151

Depreciation expense was $288 thousand and $275 thousand for 2017 and 2016, respectively.
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NOTE 6 — DEPOSITS
The following is a summary of deposit balances at December 31, 2017 and December 31, 2016.
December 31,

2017 2016
(in thousands)

Demand depoSit CCOUNLS............cuiveveuiiereeieetetieeteteee ettt etess s teesesesess et esessesesesseseseesenas $ 67,245 $ 59,668
INOW QCCOUNLES ....eeeeeiiieeee ettt e e e e et e e e e e e naaaeeeeessesaataeeeesssesnneeeeeeessennneeeees 13,480 15,247
MONEY MATKEt ACCOUNLES ....eveitietieiieie ettt ettt te sttt s eseeeeeenteeneesneenneens 16,446 29,121
Regular SAVINGS ACCOUNLS ....c.iiuiiieiieieieieie sttt ettt ettt et ae e e seesaeeaeeneenean 65,625 45,865
Certificates Of DEPOSIL......ieuuiriieitieiieieie ettt s 54,422 55,767

TOTAL ...ttt ettt $ 217,218 § 205,668

The following summarizes certificates of deposit by remaining term to contractual maturity at December 31, 2017 (in
thousands).

UNGAET ONI@ YT ....vveviiieietietiteeietetett ettt et eetete st e st et e se st esesessesessesaesesessesesesseseasenseseeseseesanseseebenseseasensesense $ 25,913
ONE YEAT 10 UNAET WO YEAIS.....ecuviitieitieteeteiteieesteesteeteestesseeseesseessesssesseesseessesssesseesseessesssessseessesssesssessesssens 17,239
TWO Years t0 UNAET thICE YEAIS........c.icierieitieiieiieiesteete et e stestee e ebeesaeeteesaeesseesseessesssesseesseesseesseesseesseessenses 7,094
Three years t0 UNAET fOUN YEAIS........icvuiiiiriieitieieeteete et et eteetesteesteesbeesseesbesssessaesseesseessesseeseesseessesssennes 2,968
Four years t0 UNAET fIVE YEAIS .......ccvieiieieiieiieieeie sttt ete et ee sttt e e e b e st e eseesseesseesseesbessaesseenseenseensesnsennns 1,208
FiVe YEAIS t0 UNAET SIX YEATS .....vetieiieereeiieetietieteeetesetesteeseeseeaesseesseesseessessseassanseeseensesssesssesseenseessesnsesnsenses -
Total Certificates Of DEPOSIL .....cccviiierieriieiieieeieetert ettt e e e et esteeae et e stae st eesseesseessesssesseessesnsesssesseensensnas 54,422

Certificates of deposit of $250 thousand or more totaled $10.2 million and $8.9 million at December 31, 2017 and December
31, 2016, respectively. The Company utilizes brokered deposits. As of December 31, 2017 and 2016, $5 million of brokered
deposits were included in certificates of deposit. Deposits from directors, senior officers and their affiliates were
approximately $7.8 million and $6.9 million at December 31, 2017 and December 31, 2016, respectively.

NOTE 7 - BORROWINGS

The Company had $48.5 million and $12.3 million in outstanding borrowings as of December 31, 2017 and 2016. Of these
amounts, the Company had $7.5 million and $6.3 million in an outstanding line of credit as of December 31, 2017 and 2016,
respectively. The remaining outstanding borrowings were Federal Home Loan Bank advances.

Advances from the Federal Home Loan Bank were as follows (in thousands):

2017 2016
Fixed rates with an average rate of 1.61% and 1.51% ...cccoeoveveiininiiiiiiiieeeeee $ 41,000 $ 6,000

Each advance is payable at its maturity date, with a prepayment penalty for fixed rate advances. The advances were fully
collateralized by pledged loans, consisting of commercial real estate and residential mortgages from the Company. Based on
this collateral, available investment security collateral, and the Company’s holdings of FHLB stock, the Company is eligible
to borrow up to a total of $77.0 million at year-end 2017 including the $41.0 million in term advances outstanding at
December 31, 2017.

Payment Information: Required principal payments over the next five years are as follows (in thousands):

2018 e et h b h e et b sh e bttt e e e aesaesh e b saeeneene $ 24,000
2019 e bt h e sh e bt et a et hesa et aeaen 8,000
20201 e e a e a b e a et a e e st 9,000
2021 e et sttt e n et -
2022 e e a e sh e a et e e st -

$ 41,000
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Lines of Credit

The Company has a line of credit with a correspondent bank for an amount of up to $7.5 million. This credit facility is secured
by 100% of the outstanding shares of the Bank. As of December 31, 2017, the outstanding balance is $7.5 million. The
Company utilized this credit facility primarily to provide funds to the Company to downstream to the Bank to enable it to
maintain strong capital ratios and leverage the balance sheet by increasing assets. This line of credit matures in June 2026
and is interest only for a maximum of five years. After five years the principal balance due will amortize for the remaining
five years based on a ten year payout. A balloon payment would be due at maturity. It carries a fixed interest rate of 5.75%.
Under the debt covenants on this line of credit, the Bank is required to maintain minimum capital ratios of 8% Tier 1 Leverage,
10% Tier 1 Risk Based and 11% Total Risk Based.

The Company also has a line of credit with another correspondent bank for an amount of up to $7.0 million. This credit
facility is on a secured basis for $3.0 million for a period of one hundred eighty (180) calendar days and an unsecured basis
of $4.0 million for a period of fourteen (14) calendar days. The Bank did not utilize this credit facility at any time during
2017 or 2016.

NOTE 8 - INCOME TAXES

The following summarizes components of income tax expense for the years ended December 31, 2017 and December 31,
2016.

December 31,
2017 2016
(in thousands)

Current:
Federal expense (Denefit).........ccccvveriiriiiiiiieiiesecieee ettt $ 33 § 16
State and local expense (DENETit) ........cecvievieriieiiiiieiieceee e 63 40
TOtAL ..ttt ettt 96 56
Deferred:
Federal expense (DeNETit).........cceevieciiiienieiieiieieeie ettt $ 1,190 § 412
State and local expense (DENETIt) ........c.evieriieriiriiiiie ettt (240) (139)
Tax Expense (Benefit ) Before Valuation Allowance...........cccceceeveevienenencncncncnnn. 950 273
Change in Valuation AIIOWaNCE...........ceeiieiiiieiiiiieeeeeeeee e 240 139
Total TaX EXPENSE ...vecuieeieiieieieeieetieit ettt sttt ettt e e sbestesseeseeseenaenaensensenes $ 1,286 $ 468

The Tax Cuts and Jobs Act (“Tax Act”) was signed into law on December 22, 2017. Included as part of the law, was a
permanent reduction in the federal corporate income tax rate from 34% to 21% effective January 1, 2018. As of December
31, 2017, we had net deferred tax assets of $678,000. Our net deferred tax asset position at year end 2017 reflects the
revaluation of our deferred taxes to account for the future impact of lower corporate income tax rates. As a result of the
enactment of the Tax Act, the Company recognized additional tax expense of $383,000 for the year ended December 31,
2017.
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The following is a reconciliation of the Company’s statutory federal income tax rate, 34%, to its effective tax rate at December
31,2017 and December 31, 2016.

December 31,

2017 2016
(in thousands)
34% 34%

Federal expense (benefit) at Statutory Tate.........ocvevivveeeririeeeirieeeereeieeere et $ 773 $ 388
State and local income taxes, net of federal income tax benefit..........c.ccevveverrciininnnnns (115) (130)
Tax RefOrm — DTA ..ottt ettt s e e e e st e e tbe e s nae e sbeessaeennnas 383
(O 71 TS SO USSR 5 70
Tax benefit before valuation allOWaNCE .............cccoveeeeiiieieeiie e 1,046 328
Change in Valuation AIIOWANCE............ooueiiiriiiiiiieieee e 240 140

INCOME tAX EXPEIISE ....vrvvevrririerieresieteitestetestestetestestesesseseeseseseesassesessessesessensesessessasens $ 1,286 § 468

The following summarizes the balance of the Company’s deferred tax assets and deferred tax liabilities at December 31,2017
and December 31, 2016.

December 31,

2017 2016
(in thousands)
DETEITEA TAX ASSEES ...ttt ettt e te et et e eee et e et e et eeaeesaeseaesaesatesesesaseseesesnsesaeans $ 2,791 §$ 3,512
Less: Valuation allOWAnCE .........c.cceeeiieviiiiiiieniierieeieeieete sttt eae e eeseeesseesseenseesseas (1,170) (737)
NEt AETEITEA TAX ASSELS....eiivviiiieeieieeeeeee ettt et e et e e e e e enaeeeseaaeeeeeaaeeseenneeeas 1,621 2,775
Deferred tax Habilities.......ccceciieiiiiiiiieiie et sre e sreeseve e eareeeaneas 943 915
Net deferred tax asset (HADIlILY) .......ceoveririerieirieieiireeeeeeeee e $ 678 $ 1,860

Deferred taxes relate primarily to net operating loss carryforwards and timing differences associated with the allowance for
loan losses.

The Company has the following net operating loss carryforwards available to reduce future taxable income.

YEARC(S) of Expiration ($ in thousands)
NEW YORK NEW YORK

FEDERAL STATE CITY

2027 ettt $ 704 S 704 -
2028ttt s eae 894 894 -
2029 et e 258 217 -
2031t e 310 320 -
2033 e e 166 147 -
2035 e e e - 2,445 1,250
2036, et - 2,628 1,235
2037 e - 2,603 1,942

$ 2332 § 9,958 § 4,427

The Company has recorded a federal deferred tax asset that based upon an analysis of the evidence, it expects such federal
deferred tax asset to be recoverable. The federal deferred tax asset is included in other assets on the balance sheet. However,
due to the change in New York State tax legislation passed in 2014, and New York City in 2015, management feels that it is
appropriate to have a valuation allowance against the state and city portions of the deferred tax asset.

There were no significant unrecognized tax benefits at December 31, 2017, and the Company does not expect any significant
increase in unrecognized tax benefits in the next twelve months.
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NOTE 9 - COMMITMENTS AND CONTINGENCIES
Legal Proceedings

The Company has not been a party to any legal proceedings, which may have a material effect on the Company’s results of
operations and financial condition. However, in the normal course of its business, the Company may become involved as
plaintiff or defendant in proceedings such as judicial mortgage foreclosures and proceedings to collect on loan obligations
and to enforce contractual obligations.

Operating Lease Commitments

The Bank is obligated under non-cancelable operating leases for its office locations in Staten Island, New York, Brooklyn,
New York (3" Avenue), Brooklyn, New York (8" Avenue) and Brooklyn, New York (18" Avenue). These offices are branch
locations except for 8" Avenue that is a loan production office. The 18" Avenue location is for a new branch expected to
open in mid-2018. The leases are for initial terms of 10 years, 15 years, 1 year and 10 years, respectively and have various
renewal options. Rent expense under operating leases was $279 thousand and $345 thousand for the years ended December
31,2017 and 2016, respectively. The combined future minimum rent commitments under the non-cancelable operating leases,
excluding taxes and insurance, before considering renewal options that generally are present, are as follows:

0 TSR 259
2009 ettt ettt et e et e et ettt ettt e et e et eettete et e et e eteeeteeteenteereeereenes 261
2020ttt ettt ettt et e et e et e et e et e et e et eatt e tt et e et e etteettete et e enteeteeeteeteenteereeereeres 268
2021 ettt ettt ettt ettty t e —e et e et e et e et eaatateate et e et eetteteere et e eteeereeteenteereeereees 275
2022ttt ettt ettt ettt ettt et e et e e —e e te et e aatateate et e etteatt e teete et e eteeeteeteenteereeereens 283
TRETEATIET ... ettt e e ettt e e eaa et e e eata e e s e aaeeeeanaaeesentaeeseanaeeeeenaaeesenaaeeeeanraeeean 1,434
0] 7: ) (ORI 2,780

Off-Balance Sheet Financial Instruments

Loan origination commitments and lines of credit are contractual agreements to lend to customers within specified time
periods at interest rates and on other terms specified in the agreements. These financial instruments involve elements of credit
risk and interest rate risk in addition to the amounts for funded loans recognized in the balance sheet. The contractual amounts
of commitments and lines of credit represent the Bank’s maximum potential exposure to credit loss (assuming that the
agreements are fully funded and any collateral proves to be worthless), but do not represent future cash requirements since
certain agreements may expire without being fully funded. Loan commitments generally have fixed expiration dates (ranging
up to three months) or other termination clauses and may require the payment of a fee by the customer. Commitments and
lines of credit are subject to the same credit approval process applied in the Bank’s general lending activities, including a
case-by-case evaluation of the customer’s creditworthiness and related collateral requirements. Substantially all of these
commitments and lines of credit have been provided to customers within the Bank’s primary lending area. Loan origination
commitments at December 31, 2017 consisted of primarily adjustable, with interest rates ranging from 4.00% to 6.75% and
terms generally not exceeding 90 days.

The contractual amounts of financial instruments with off-balance sheet risk at year-end were as follows:

2017 2016
(In thousands)
Variable Variable
Fixed Rate Rate Fixed Rate Rate
Commitments t0 MaKe 10aNS .........ccoeeiveeieieeeieeeeeee e $ 3218 $ 18,613 $ 756 $ 12,288
Unused 1ines of Credit.......ooovvvieiiiiiiiiiiiieee e -- 8,119 - 10,543
Standby letters of credit........ocverereeieerenieeeeee e -- 175 -- 216
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NOTE 10 - EMPLOYEE BENEFIT AND STOCK-BASED COMPENSATION PLANS

Stock Options

On March 18, 2014 the Board of Directors approved the adoption of the Company’s 2014 Stock Option Plan which allows
for 331,000 options. These options have a 10-year term and may be either non-qualified stock options or incentive stock
options. The options vest immediately for those options granted to Directors and at either a rate of 20% on each of five annual
vesting dates or 33.33% on each of three annual vesting dates for those options granted to employees. The Board of Directors
determines the vesting period in accordance with its decisions to make grants. Each option entitles the holder to purchase one
share of common stock at an exercise price equal to the fair market value of the stock on the grant date. At December 31,
2017, there were 12,000 shares available for future grant under the 2014 Stock Option Plan.

The 2014 Stock Option Plan replaces the Stock Option Plan which was adopted in 2004. This plan allowed for 180,000
options. All options outstanding under the retired Stock Option Plan were surrendered upon grant of new options under the
2014 Stock Option Plan.

For accounting purposes, the Company recognizes expense for options awarded under the Company’s 2014 Stock Option
Plan over the vesting period at the fair market value of the options on the day they are awarded. The fair value of each option
award is estimated on the date of grant using the Black-Scholes model that uses the assumptions noted in the table below.

2017
RISK-FIEE INTEIESE TALE ....c..eetiiiiiie ettt et ettt ettt sttt ettt et e e st e st e et e e bt enteeneesseenseenseeneeeneeenee 2.19%
EXPEcted Term (1N JEATS) ..c..eevietietieieeie et ettt ettt ettt b et e e et st esatesb e e bt et e eateeetesbeenbeenbeembessaesseenees 7
Expected StOCK Price VOLALIIILY .....ccviecvieiiiieiicctieie ettt ettt te b esbeesaesaeesaeesseesseesseessesssesseensens 0.30

There were no options granted in 2016

Expected volatilities are based on historical volatilities of the Company’s common stock. The Company uses historical data
to estimate option exercise and post-vesting termination behavior. The expected term of options granted is based on historical
data and represents the period of time that options granted are expected to be outstanding, which takes into account that the
options are not transferable. The risk-free interest rate for the expected term of the option is based on the U.S. Treasury yield
curve in effect at the time of grant.

A summary of options outstanding under the Bank’s 2014 Stock Option Plan as of December 31, 2017, and changes during
the year then ended is presented below.

Weighted
Average
Weighted  Remaining
Average  Contractual Intrinsic

Exercise Term Value
Shares Price (years) (000's)
Outstanding at January 1, 2017 ......cccccvevierieiieieeiecieseeeeee e, 237,000 $ 3.00
GIanTEd ..ot 89,000 4.06
EXCICISEA .. .uiiiiiiiiieeiie ettt ettt et - -
Forfeited or eXpired.........cccooeeirieieieeeee e (7,000) 4.00
SUITENAETEA ..ot - -
Outstanding at December 31, 2017 ......cooceiirieiiieieieeece e 319,000 $ 3.29 76 $ 496
Options exercisable at December 31, 2017 ......cccoecveevevierenieenne. 222,000 $§ 3.11 72§ 385
Vested and expected t0 VESE ......cvcerveeieririeeiiriieieieeeeie e 319,000 $ 3.29 76 $§ 496

As of December 31, 2017, there was $105 thousand of total unrecognized compensation cost related to non-vested stock
options granted under the 2014 Stock Option Plan. The cost is expected to be recognized over a weighted average remaining
period of approximately 41 months.

27



401(k) Plan

A 401(k) benefit plan allows employee contributions up to 15% of their compensation. The Bank did not make any matching
contributions in 2017 or 2016.

NOTE 11 - FAIR VALUE

Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (exit price) in the
principal or most advantageous market for the asset or liability in an orderly transaction between market participants on the
measurement date. Fair value hierarchy requires an entity to maximize the use of observable inputs and minimize the use of
unobservable inputs when measuring fair value. The standards describe three levels of inputs that may be used to measure
fair values:

Level 1 — Quoted prices (unadjusted) for identical assets or liabilities in active markets that the entity has the ability
to access as of the measurement date.

Level 2 — Significant other observable inputs other than Level 1 prices such as quoted prices for similar assets or
liabilities; quoted prices in markets that are not active; or other inputs that are observable or can be corroborated by
observable market data.

Level 3 — Significant unobservable inputs that reflect a company’s own assumptions about the assumptions that
market participants would use in pricing an asset or liability.

The Company used the following methods and significant assumptions to estimate the fair value of each type of financial
instrument:

Investment Securities: The fair values for investment securities are determined by quoted market prices, if available (Level
1). For securities where quoted prices are not available, fair values are calculated based on market prices of similar securities
(Level 2). For securities where quoted prices or market prices of similar securities are not available, fair values are calculated
using discounted cash flows or other market indicators (Level 3).

Impaired Loans and Real Estate Owned: The fair value of impaired loans with specific allocations of the allowance for loan
losses and real estate owned (REO) with a valuation allowance is generally based on recent real estate appraisals. These
appraisals may utilize a single valuation approach or a combination of approaches including comparable sales and the income
approach. Adjustments are routinely made in the appraisal process by the appraisers to adjust for differences between the
comparable sales and income data available. Such adjustments are typically significant and result in a Level 3 classification
of the inputs for determining fair value. However, such adjustments did not have a material impact on the overall financial
statements.

Taxi Medallion Loans: The fair value of impaired Taxi Medallion loans with specific allocations of the allowance for loan
and lease losses is based on a review of sales of Medallions and a discounted cash flow method. Over the six month period
ended December 31, 2017, sales of Medallions were noted ranging from approximately $150,000 to $660,000. Recent transfer
prices and a discounted cash flow model valuation output further supported by recent industry valuation trends were weighted
to derive an estimated fair value of $300,000 which represented a significant decline from December 31, 2016.
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Assets measured at fair value on a recurring basis are summarized below.

Fair Value Measurements

(in thousands)

at December 31, 2017 Using

Quoted
Prices in
Active
Markets
for
Identical Observable Unobservable
Carrying Assets Inputs Inputs
Value Level 1) (Level 2) (Level 3)
Financial Assets
Investment securities available-for-sale:
Bank Preferred SECULTHES «...ve.vevereeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeene $ 3,005 $ 3,005
Mortgage-backed securities-residential .............ccceeveveierrennnnne. 1,392 1,392 -
Total available-for-sale ............ccoovveieieieeeeeeeeeeee e $ 4397 $ $ 4,397 $ -
Fair Value Measurements
(in thousands)
at December 31, 2016 Using
Quoted
Prices in
Active
Markets
for
Identical Observable Unobservable
Carrying Assets Inputs Inputs
Value Level 1) (Level 2) (Level 3)
Financial Assets
Investment securities available-for-sale:
Bank preferred SECUTTtIes .......cvovevivveierieieeicrieeeceeeeeeeeeve e $ 3,523 $ 3,523
Mortgage-backed securities-residential ..............ccoeevvevenrennnnn. 1,501 1,501 -
Total available-fOr-Sale ........c.coveeveeueeeeeeeeeeeeeeee e $ 5,024 $ $ 5024 $ -
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Assets measured at fair value on a non-recurring basis are summarized below:

Assets:
Impaired Loans

Commercial Term Loan
Respossessed Property

Assets:
Impaired Loans

Commercial Term Loan

Fair Value Measurements
(in thousands)
at December 31, 2017 Using

REO PrOPerty ..o.oeveeiieiieeiiesiieieee et

Identical Observable Unobservable
Carrying Assets Inputs Inputs
Value (Level 1) (Level 2) (Level 3)
2,072 - - 8 2,072
600 600
Fair Value Measurements
(in thousands)
at December 31, 2016 Using
Identical Observable Unobservable
Carrying Assets Inputs Inputs
Value (Level 1) (Level 2) (Level 3)
3,129 - - 8 3,129
273 273

Impaired loans: Impaired loans measured at fair value at December 31, 2017 had a book value of $3.3 million, with a valuation
allowance of $1.2 million. Impaired loans measured at fair value at December 31, 2016 had a book value of $3.6 million,
with a valuation allowance of $467 thousand.

Real Estate Owned: At December 31,2017 there was not any Real Estate Owned. At December 31, 2016 Real Estate Owned
had a net carrying amount of $273 thousand, net of a $60 thousand write-down.

Repossessed Assets: At December 31, 2017 the Bank had Repossessed Assets with a carrying value of $600 thousand. Upon
transfer to repossessed assets from loans, a charge-off of $376 thousand was recognized. At December 31, 2016 there were
not any Repossessed Assets.

Carrying amount and estimated fair values of financial instruments at year end were as follows:

Financial assets

Cash and due from banks..........cccceeovvvviiiviieiiiiieeceeeeeeee
Securities available for sale ..........coocvvvvviiiieiiiiicieeeeeeees

Securities held to

MATUTIEY 1ot

Loans held for sale............coovvieiioiiiieeeiieieeeee e

Loans, net ...........

Federal Home Loan Bank StocK...........coocvvveeiiiiiiiiiiieeiiiinns
Federal Reserve Bank StocK.........cocovvviviiiiiiiiiiiiiiiiiiiiieeee.
Accrued interest receivable.........ooovvviiiiiiiiiiiiieeeee e,

Financial Liabilities
Deposits...............

Federal Home Loan Bank advances .........cccccoeevvvevevveeinnenn.

Other borrowings

Accrued interest payable.........coccveevieciieiienieneee e

December 31,

December 31,

2017 2016
Carrying Fair Carrying Fair
Amount Value Amount Value
(In thousands)

15,745 $ 15,745 $ 10,768 $ 10,768
4,397 4,397 5,024 5,024
5,146 5,202 6,402 6,489

- - 6,592 6,592
253,837 252,290 199,370 201,595
2,065 N/A 470 N/A
727 N/A 637 N/A

993 993 806 806
217,218 218,189 205,668 205,982

41,000 40,872 6,000 5,974
7,500 7,477 6,250 6,223

130 130 85 &5



The methods and assumptions, not previously presented, used to estimate fair value are described as follows:

Carrying amount is the estimated fair value for cash and cash equivalents, interest bearing deposits, accrued interest receivable
and payable, demand deposits, short-term debt, and variable rate loans or deposits that reprice frequently and fully. For loans
held for sale, fair value is based on outstanding commitments from third party investors. For fixed rate loans or deposits and
for variable rate loans or deposits with infrequent repricing or repricing limits, fair value is based on discounted cash flows
using current market rates applied to the estimated life adjusted for the allowance for loan loss. Fair value of debt is based on
current rates for similar financing. It was not practicable to determine the fair value of FHLB or FRB stock due to restrictions
placed on its transferability. The fair value of off-balance-sheet items is not considered material.

NOTE 12- REGULATORY CAPITAL REQUIREMENTS

Federal Reserve Board regulations requires that state-chartered, FRB-member banks, such as Empire State Bank, maintain
minimum regulatory capital levels. Under prompt corrective action regulations, the regulatory agency is required to take
certain supervisory actions (and may take additional discretionary actions) with respect to an undercapitalized institution.
Such actions could have a direct material effect on the Company’s consolidated financial statements. The regulations establish
a framework for the classification of institutions into five categories: well capitalized, adequately capitalized,
undercapitalized, significantly undercapitalized, and critically undercapitalized.

The U.S. Basel I1I rules became effective for the Bank on January 1, 2015, and set forth the composition of regulatory capital
including the application of regulatory capital adjustments and deductions. Prior to January 1, 2015, regulatory capital was
calculated under the Basel I framework. Regulatory capital guidelines require that capital be measured in relation to the credit
and market risks of both on- and off-balance sheet items using various risk weights. These risk weights were amended as part
of the Basel III framework.

The capital rules under Basel III implement a revised definition of regulatory capital including a new common equity Tier 1
capital ratio with a minimum requirement of 4.5% and a higher minimum Tier 1 capital ratio of 6.0%. Under the new rules,
the total capital ratio remains at 8.0% and the minimum leverage ratio (Tier 1 capital to total assets) for all banking
organizations is 4.0%.

Under the new capital rules, in order to avoid limitations on capital distributions, including dividend payments and certain
discretionary bonus payments to executive officers, a banking organization must hold a capital conservation buffer composed
of common equity Tier 1 capital above its minimum risk based capital requirements. The capital conservation buffer and the
deductions from common equity Tier 1 capital phase in over time, beginning on January 1, 2016. The capital conservation
buffer for 2017 is 1.25%

Quantitative measures established by regulation to ensure capital adequacy require the Bank to maintain minimum amounts
and ratios (set forth in the table below) of Total and Tier 1 capital (as defined by the regulations) to risk weighted assets (as
defined), and of Tier 1 capital (as defined) to average assets (as defined). Management believes that as of December 31,2017,
the Bank meets all capital adequacy requirements to which it is subject. Further, the most recent regulatory notification
categorized the Bank as a well-capitalized institution under the prompt corrective action regulations. There have been no
conditions or events since that notification that management believes have changed the Bank’s capital classification.
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The following table presents the regulatory capital, assets and risk based capital ratios for the Bank under the Basel 111
framework, excluding conservations buffers, at December 31, 2017 and December 31, 2016:

Minimum Capital Classification as
Bank Actual Adequacy Well Capitalized
Amount Ratio Amount Ratio Amount Ratio
December 31, 2017 (Dollars in thousands)
Tier I (core) capital to Average
ASSCES .t $ 26,179 94% § 11,081 40% $ 13,852 5.0%
Common Equity Tier 1 to Risk
Weighted ASSets ......c.ccoeernenee. 26,179 11.9 9,903 4.5 14,304 6.5
Tier 1 Capital to Risk
Weighted ASSets ......c.coeeruenee. 26,179 11.9 13,204 6.0 17,605 8.0
Total Capital to Risk Weighted
ASSCES ..o 28,934 13.1 17,605 8.0 22,006 10.0
Minimum Capital Classification as
Bank Actual Adequacy Well Capitalized
Amount Ratio Amount Ratio Amount Ratio
December 31, 2016 (Dollars in thousands)
Tier I (core) capital to Average
ASSELS .. $ 20414 8.4% $ 9,710 40% $ 12,137 5.0%
Common Equity Tier 1 to Risk
Weighted ASSets ......c.ccoeerunee. 20,414 11.0 8,320 4.5 12,018 6.5
Tier 1 Capital to Risk
Weighted ASSets ........ccceeruenee. 20,414 11.0 11,094 6.0 14,791 8.0
Total Capital to Risk Weighted
ASSCES .ot 22,730 12.3 14,791 8.0 18,489 10.0

The New York State Department of Financial Services regulates the amount of dividends and other capital distributions that
the Bank may pay to the Company. All dividends must be paid out of undivided profits and cannot be paid out from capital.
In general, if the Bank satisfies all regulatory capital requirements both before and after a dividend payment, the Bank may
pay a dividend to the Company, in any year, equal to the current year’s net income plus retained net income for the preceding
two years that is still available for dividend.

NOTE 13 - BRANCH SALE
On June 2, 2017, the Company completed its previously announced sale of the New Paltz, New York branch to Salisbury

Bank and Trust. The Company transferred loans totaling $7.1 million, fixed assets totaling $25 thousand, and deposits totaling
$31.3 million in conjunction with the sale of the branch and realized a net gain after expenses of $1.8 million.
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ASIAN REAL ESTATE ASSOCIATION OF AMERICA (AREAA) BROOKLYN

Pictured from left to right: Katie Wu, President of AREAA Brooklyn, Philip Guarnieri, CEO and Carmen Wong, AVP/Business
Relationship Manager of Empire State Bank

Our understanding of diverse cultures allows us to establish strong foundations and grow in new markets,
making the opportunities far-reaching for everyone. We have joined the first Brooklyn Chapter of the

Asian Real Estate Association of American (AREAA) to help multicultural businesses and indivduals achieve
success. We have assisted a variety of businesses start or expand through our business services and tools
that include SBA financing, 2-3-4 family investor loans, free checking, merchant services, and the
convenience of internet and mobile banking. Our customers feel at home discussing their financial goals
and challenges with experts in their primary language.




INVESTING IN GROWTH

Photo rendering is a simulation of the newly designed Banking Centers.

We strongly believe that expanding our footprint and investing in new banking centers will benefit
all of our shareholders. Every new location is an opportunity to innovate, and with our opening
of two new banking centers - we are building on that innovation. We are excited about the banking
centers opening in 2018, which will be approximately 1,500 square feet. We will be expanding
further in two markets, Staten Island and Brooklyn. Our new Banking Centers are designed to
enhance our customers’ experience. The new banking center model encompasses layout, design,
color schematic and refreshing the customer-centric business model with technology.
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