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ITEM 1. BUSINESS

BCB Bancorp, Inc.

BCB Bancorp, Inc. (the "Company") is a New Jersegporation, which on May 1, 2003 became the holdiogppany parent of Bayonne
Community Bank (the "Bank"). The Company has nafagred in any significant business activity othantiowning all of the outstanding
common stock of Bayonne Community Bank. Our ex&eutiffice is located at 104-110 Avenue C, Bayom®y Jersey 07002. Our
telephone number is (201) 82300. At December 31, 2006 we had $510.8 millionansolidated assets, $382.7 million in deposits$62.(
million in consolidated stockholders' equity. Then@any is subject to extensive regulation by tharB@f Governors of the Federal Reserve
System.

Bayonne Community Bank

Bayonne Community Bank was chartered as a Newylbesgk on October 27, 2000, and we opened for basion November 1, 2000. We
operate through three branches in Bayonne, Neweyarsd through our executive office located at 108-Avenue C, Bayonne, New Jersey
07002. Our telephone number is (201) 823-0700.deposit accounts are insured by the Federal Depasitance Corporation and we are a
member of the Federal Home Loan Bank System.

We are a community-oriented financial instituti@ur business is to offer FDIC-insured deposit potsiand invest funds held in deposit
accounts at the Bank, together with funds generfatad operations, in investment securities and $o&¥e offer our customers:

o loans, including commercial and multi-family restate loans, one- to four-family mortgage lo&asne equity loans, construction loans,
consumer loans and commercial business loanscémtgears the primary growth in our loan portfdlas been in loans secured by
commercial real estate and multi-family properties;

o FDIC-insured deposit products, including saviagd club accounts, non-interest bearing accourdaggmarket accounts, certificates of
deposit and individual retirement accounts; and

o retail and commercial banking services includinge transfers, money orders, traveler's checKs, daposit boxes, a night depository,
federal payroll tax deposits, bond coupon redemmiod automated teller services.

Business Strategy

Our business strategy is to operate as a wellagatl, profitable and independent community-ogedrfinancial institution dedicated to
providing quality customer service. Managementd'the Board of Directors' extensive knowledge efltudson County market
differentiates us from our competitors. Our busingtsategy incorporates the following elements:ntading a community focus, focusing on
profitability, continuing our growth, concentratiog real estate based lending, capitalizing on gtatinamics, providing attentive and
personalized service and attracting highly qualified experienced personnel.



Maintaining a community focus. Our management aodr8 of Directors have strong ties to the Bayororaraunity. Many members of the
management team are Bayonne natives and are active community through non-profit board membgushocal business development
organizations, and industry associations. In aoldjtour board members are well established prafeals and business people in the Bayonne
area. Management and the Board are interestedkimgia lasting contribution to the Bayonne commyaitd have succeeded in attracting
deposits and loans through attentive and persathfiervice.

Focusing on profitability. On an operational bagis,achieved profitability in our tenth month ofesation. For the year ended December 31,
2006, our return on average equity was 11.12% andedurn on average assets was 1.13%. Our earpergdiluted share increased from
$0.43 for the year ended December 31, 2002 to $br0Be year ended December 31, 2006. We achitnie@arnings growth by focusing on
low-cost deposits and by tightly controlling oumaimterest expenses. Management is committed tataiaing profitability by diversifying

the services we offer. We have a mortgage bankivigion as well as a leasing division to increasefee-based income.

Continuing our growth. We have consistently incezbsur assets. From December 31, 2002 to Decemb@086, our assets have increased
from $183.1 million to $510.8 million. Over the sartime period, our loan balances have increased $b22.1 million to $318.1 million,
while deposits have increased from $163.5 millm$382.7 million. In addition, we have maintained asset quality ratios while growing
loan portfolio. At December 31, 2006, our non-parfing assets to total assets ratio was 0.06%.

Concentrating on real estate-based lending. A pyirfacus of our business strategy is to originank secured by commercial and multi-
family properties. Such loans provide higher resutran loans secured by one- to four-family retdtesAs a result of our underwriting
practices, including debt service requirementéonmercial real estate and multi-family loans, nggmaent believes that such loans offer us
an opportunity to obtain higher returns.

Capitalizing on market dynamics. The consolidatibthe banking industry in Hudson County has cr#ite need for a customer focused
banking institution. This consolidation has movedidion making away from local, community-basedksaie much larger banks
headquartered outside of New Jersey.

Providing attentive and personalized service. Manaant believes that providing attentive and persediservice is the key to gaining
deposit and loan relationships in Bayonne anduitsosinding communities. Since we began operatiomsbranches have been open 7 days a
week.

Attracting highly experienced and qualified perselnn important part of our strategy is to hirenkars who have prior experience in the
Hudson County market as well as pre-existing bssimelationships. Our management team has an &vef&$ years of banking experience,
while our lenders and branch personnel have saarifiprior experience at community banks and redibanks in Hudson County.
Management believes that its knowledge of the Hnd3ounty market has been a critical element irstleeess of Bayonne Community
Bank. Management's extensive knowledge of the lo@aimunities has allowed us to develop and

2



implement a highly focused and disciplined appraadending and has enabled the bank to attraglagercentage of low cost deposits.

Our Market Area

We are located in the City of Bayonne, Hudson CpuNew Jersey. The Bank's locations are easilyssiloke to provide convenient services
to businesses and individuals throughout our maakes.

Our market area includes the city of Bayonne, Je@ity and portions of Hoboken, New Jersey. Thesasare all considered "bedroom" or
"commuter" communities to Manhattan. Our markeaasawell-served by a network of arterial roadwincduding Route 440 and the New
Jersey Turnpike.

Our market area has a high level of commercialrimss activity. Businesses are concentrated inethice sector and retail trade areas. M
employers in our market area include Bayonne Médeater and the Bayonne Board of Education.

Competition

The banking business in New Jersey is extremelypetitive. We will compete for deposits and loan#hwexisting New Jersey and out-of-
state financial institutions that have longer ofingahistories, larger capital reserves and motabdished customer bases. Our competition
includes large financial service companies andrathéties in addition to traditional banking ingtions such as savings and loan
associations, savings banks, commercial banks &t cinions.

Our larger competitors have a greater ability tafice wide-ranging advertising campaigns througlr tireater capital resources. Our
marketing efforts depend heavily upon referralsifrafficers and directors and stockholders, selecidvertising in local media and direct
mail solicitations. We compete for business priattipon the basis of personal service to custonwrstomer access to our officers and
directors and competitive interest rates and fees.

In the financial services industry in recent yeargnse market demands, technological and regylateanges and economic pressures have
eroded industry classifications that were oncerblatefined. Banks have been forced to diversiBitiservices, increase rates paid on deg
and become more cost effective, as a result of etitign with one another and with new types of fioial service companies, including non-
banking competitors. Some of the results of theagkat dynamics in the financial services industiyédhbeen a number of new bank and non-
bank competitors, increased merger activity, andeimsed customer awareness of product and seiffieedces among competitors. These
factors could affect our business prospects.



Lending Activities

Analysis of Loan Portfolio. Set forth below is setkd data relating to the composition of our loartfplio by type of loan and in percentage

of the respective portfolio.

2006
Amount Pe

Type of loans: .......c.cccceueene
Real estate loans:

One-to four-family ................ $43,993 1

Construction 38,882 1

Home equity 32,321 1

Commercial and multi-family ....... 192,141 5
Commercial business ... . 14,705
COoNSUMET .....oovviirienis 396

Total oo 322,438 10

Less:
Deferred loan (costs) fees, net ..... 575

Allowance for possible loan losses .. 3,733

Total loans, net . $318,130

At December 31,

2005 2004

(Dollars in Thousands)

3.64% $34,901 12.11% $ 34,855 13.98% $ 33,9
2.06 28,743 9.98 19,209 7.70 10,0

0.02 24,297 843 20,629 8.27 16,8

9.60 185,170 64.26 158,755 63.68 115,1
456 14,578 5.06 15,123 6.07 14,0

0.12 456 0.16 744 030 11

0.00% 288,145 100.00% 249,315 100.00% 191,1

604 429 2
3,090 2,506 2,1
$284,451 $246,380 $188,7

13 17.74% $ 25,475 20.64%
09 524 4278 3.47

25 8.80 14,106 11.43

60 60.25 65,842 53.34

48 7.35 12,934 10.48

83 0.62 800 0.64

38 100.00% 123,435 100.00%

39 117
13 1,233
86




Loan Maturities. The following table sets forth t@ntractual maturity of our loan portfolio at Dedeer 31, 2006. The amount shown
represents outstanding principal balances. Demaants| loans having no stated schedule of repaymedtso stated maturity and overdrafts
are reported as being due in one year or lessablarrate loans are shown as due at the time atheg. The table does not include
prepayments or scheduled principal repayments.

Due after 1
Due within through Due after
1 Year 5 Years 5 Years Total

(In Thousands)

One-to four-family $ 733 $ 2,848 $ 40,412 $ 43,993
Construction .............. 35,869 1,778 1,235 38,882
Home equity .......ccvvvvveeeenns 3,489 2,283 26,549 32,321
Commercial and multi-family ...... 8,071 59,351 124,719 192,141
Commercial business .............. 10,727 1,048 2,930 14,705
CONSUMES ..covvveveiieeeeeenann, 218 178 -- 396

Total amount due ................. $ 59,107 $ 67,486 $ 195845 $ 322,438

Loans with Predetermined or Floating or AdjustaRéges of Interest. The following table sets fott tlollar amount of all loans at December
31, 2006 that are due after December 31, 2007hawe predetermined interest rates and that haaérftpor adjustable interest rates.

Floating or
Fixed Rates Adjustable Rates  Total

(In Thousands)

One- to four-family .............. $ 41,183 $ 2,077 $ 43,260
Construction ............ccc..... 2,732 281 3,013
Home equity .........ccceeennee. 28,544 288 28,832
Commercial and multi-family ...... 130,541 53,529 184,070
Commercial business -- 3,978
CONSUMES ..covvveveiieeeeeeaanns -- 178

Total amount due ................. $ 56,175 $ 263,331

Commercial and Multi-family Real Estate Loans. @ammercial and multi-family real estate loans aeused by commercial real estate (for
example, shopping centers, medical buildings, Ireffices) and multi-family residential units, casiing of five or more units. Permanent
loans on commercial and multi-family properties ge@erally originated in amounts up to 75% of thpraised value of the property. Our
commercial real estate loans are secured by imprpraperty such as office buildings, retail stosearehouses, church buildings and other
non-residential buildings. Commercial and multi-fgrmeal estate loans are generally made at raggsatdjust above the five year U.S.
Treasury interest rate, with terms of up to 25 gear are balloon loans with fixed interest ratésclv generally mature in three to five years
with principal amortization for a period of up t6 $ears. Our largest commercial loan had a prihdéiptance of $3.3 million at December 31,
2006, and was secured by a mixed use property ésadpof retail and office facilities. Our largestitifamily loan had a principal balance
$3.8 million at December 31, 2006. Both loans wedorming in accordance with their terms on theted

Loans secured by commercial and multi-family resihte are generally larger and involve a greatgredeof risk than one- to four-family
residential mortgage loans. The borrower's creditwoess and the feasibility and cash flow potémtidahe project is of

5



primary concern in commercial and multi-family reatate lending. Loans secured by income propetegenerally larger and involve
greater risks than residential mortgage loans lmcpayments on loans secured by income propergesften dependent on the successful
operation or management of the properties. Asuatrgspayment of such loans may be subject teeatgr extent than residential real estate
loans to adverse conditions in the real estate etankthe economy. We intend to continue emphagittia origination of loans secured by
commercial real estate and multi-family properties.

One- to Four-Family Lending. Our one- to four-faymiésidential mortgage loans are secured by prppacated in the State of New Jersey.
We generally originate one- to four-family residehimortgage loans in amounts up to 80% of theelesbthe appraised value or selling price
of the mortgaged property without requiring mortgagsurance. We will originate loans with loan &ue ratios up to 90% provided the
borrowers obtain private mortgage insurance. Wgirate both fixed rate and adjustable rate loam-@ four-family loans may have terms
of up to 30 years. The majority of one- to four-fgnfioans we originate for retention in our porttohave terms no greater than 15 years. We
offer adjustable rate loans with fixed rate periotisp to five years, with principal and intereataulated using a maximum 30-year
amortization period. We offer these loans withxadi rate for the first five years with repricindléaving every year after the initial period.
Adjustable rate loans may adjust up to 200 badistpannually and 600 basis points over the terth@ioan. We also broker for a third pe
lender one-to four-family residential loans, whaole primarily fixed rate loans with terms of 30 ggeaDur loan brokerage activities permit us
to offer customers longer-term fixed rate loansweeild not otherwise originate while providing a smuof fee income. During 2006, we
brokered $36.3 million in one-to four-family loaasd recognized gains of $635,000 from the saleicifi oans.

All of our one- to four-family mortgages includeu& on sale" clauses, which are provisions givinthesight to declare a loan immediately
payable if the borrower sells or otherwise trarster interest in the property to a third party.

Property appraisals on real estate securing ogtesfamily residential loans are made by stateiftexitand licensed independent appraisers
approved by our Board of Directors. Appraisalsg@dormed in accordance with applicable regulat@mmd policies. At our discretion, we
obtain either title insurance policies or attornegstificates of title, on all first mortgage restate loans originated. We also require fire and
casualty insurance on all properties securing oerto four-family loans. We also require the boreowo obtain flood insurance where
appropriate. In some instances, we charge a fes éma percentage of the loan amount commonlynedeto as points.

Construction Loans. We offer loans to finance thestruction of various types of commercial anddestial property. We originated $34.9
million of such loans during the year ended Decamdtie 2006. Construction loans to builders gengaié offered with terms of up to
eighteen months and interest rates are tied toeprate plus a margin. These loans generally aszaaffas adjustable rate loans. We will
originate residential construction loans for indival borrowers and builders, provided all necesplams and permits are in order.
Construction loan funds are disbursed as the pgrpjegresses. At December 31, 2006, our largesdtnaction loan was $3.5 million, of
which $1.4 million was disbursed. This



construction loan has been made for the constmucfisesidential properties. At December 31, 200§ lban was performing in accordance
with its terms.

Construction financing is generally considerednolve a higher degree of risk of loss than lomgatéinancing on improved, occupied real
estate. Risk of loss on a construction loan is ddest largely upon the accuracy of the initialrestie of the property's value at completion of
construction and development and the estimated(tmstiding interest) of construction. During thenstruction phase, a number of factors
could result in delays and cost overruns. If t@veste of construction costs proves to be inaceunse may be required to advance funds
beyond the amount originally committed to permitngbetion of the project. Additionally, if the estite of value proves to be inaccurate, we
may be confronted, at or prior to the maturityhaf toan, with a project having a value which isuffisient to assure full repayment.

Home Equity Loans and Home Equity Lines of Credie offer home equity loans and lines of credit tiv&t secured by the borrower's
primary residence. Our home equity loans can hetired as loans that are disbursed in full atietper as lines of credit. Home equity lot
and lines of credit are offered with terms up toygars. Virtually all of our home equity loans areyinated with fixed rates of interest and
home equity lines of credit are originated withuadgable interest rates tied to the prime rate. Hequéty loans and lines of credit are
underwritten under the same criteria that we usetierwrite one- to four-family loans. Home equdgns and lines of credit may be
underwritten with a loan-to-value ratio of 80% whmymbined with the principal balance of the exigtmortgage loan. At the time we close a
home equity loan or line of credit, we file a mag to perfect our security interest in the undeglgollateral. At December 31, 2006, the
outstanding balances of home equity loans and bhesedit totaled $32.3 million, or 10.02% of daan portfolio.

Commercial Business Loans. Our commercial busiloess are underwritten on the basis of the borradiility to service such debt from
income. Our underwriting standards for commercialibess loans include a review of the applicaaks¢turns, financial statements, credit
history and an assessment of the applicant'syahilimeet existing obligations and payments omptisposed loan based on cash flow
generated by the applicant's business. Commengsahéss loans are generally made to small andsimétt companies located within the S
of New Jersey. In most cases, we require collatdratiuipment, accounts receivable, inventory, tehat other assets before making a
commercial business loan. Our largest commercisiness loan at December 31, 2006 had a principahba of $2.5 million and was secu
by marketable equity securities. We have also vecepersonal guarantees from the borrower, priteigiathe borrower and a director of
BCB Bancorp, Inc.

Commercial business loans generally have highesrad shorter terms than one- to four-family essiél loans, but they may also involve
higher average balances and a higher risk of defande their repayment generally depends on theessful operation of the borrower's
business.

Consumer Loans. We make various types of secur@diasecured consumer loans and loans that areegaliaed by new and used
automobiles. Consumer loans generally have territsreé years to ten years.
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Consumer loans are advantageous to us becauseirahterest rate sensitivity, but they also inwlwore credit risk than residential mortg
loans because of the higher potential for defaludt,nature of the collateral and the difficultydisposing of the collateral.

The following table shows our loan origination, ghaise, sale and repayment activities for the peiildicated.

Years Ended December 31,

2006 2005 2004 2003 2002

(In thousands)
Beginning of period ...........ccccceevuen. $ 288,145 $ 249,315 $ 191,138 $ 123,435 $ 45,411

Originations by Type:

Real estate mortgage:

One- to four-family residential.. ....... 9,203 4,299 4,103 22,768 20,000
Construction ......cccceeeeveveiiennns 34,889 35,765 19,326 6,392 2,737
Home equity ........cccccveeviieeeninnnn. 15,821 13,998 14,212 9,393 8,711
Commercial and multi-family ............. 51,542 70,471 64,219 62,966 47,676
Commercial business ..........ccccceeveees 7,946 8,968 8,628 2,544 10,846
CONSUMET ..vvviiiiieiiereeeeeee i 222 203 284 924 537
Total loans originated ................ 119,623 133,704 110,772 104,987 90,507
Purchases:

Real estate mortgage:

One- to four-family residential.. ....... -- --
4,870 3,645 4,289 2,223 300

Construction
Home equity - - - - -
Commercial and multi-family ............. 1,737 -- 8,450 3,207 2,794
Commercial business ...........ccccee.... 400 1,000 -- -- -
CONSUMET .evviiiiiieieeeeeeeee e -- -- -- -- -
Total loans purchased ................. 7,007 4,645 12,739 5,430 3,094
Sales
Real estate mortgage:
One- to four-family residential.. ....... -- -- -- -- -
CONStruction .........cccceeeevivveeennne 2,044 1,273 959 - -
Home equity .......cccceevueneeen. -- -- - - -
Commercial and multi-family 3,388 -- 788 3,480 1,599
Commercial business ...........c.cccee.... -- -- 1,128 - -
CONSUMET ..evviiiiiiiieieeeeeee e -- -- -- -- -
Total loans sold ...................... 5,432 1,273 2,875 3,480 1,599
Principal repayments ...........c.ccc..... 86,905 98,246 62,459 39,234 13,978
Total reductions ............ccc.c..... 92,337 99,519 65,334 42,714 15,577
Increase (decrease) in other items, net ...... -- -- -- -- -
Net increase .........cccceeeevueenn. 34,293 38,830 58,177 67,703 78,024
Ending balance ........................ $ 322,438 $ 288,145 $ 249,315 $ 191,138 $ 123,435

Loan Approval Authority and Underwriting. We estighlvarious lending limits for executive managenamd also maintain a loan
committee. The loan committee is comprised of thainan of the Board, the President, the SeniodlrenOfficer and five non-employee
members of the Board of Directors. The Presideth®iSenior Lending Officer, together with one otloan officer, have authority to apprc
applications for real estate loans up to $500,0€ter secured loans up to $500,000 and unsecuaed lgp to $25,000. The loan committee
considers all applications in excess of the abeweihg limits and the entire board of directorsfies all such loans.
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Upon receipt of a completed loan application fropr@spective borrower, a credit report is orderedome and certain other information is
verified. If necessary, additional financial infaation may be requested. An appraisal is requireth®underwriting of all one- to fodamily
loans. We may rely on an estimate of value of estdte performed by our Senior Lending Officerfome equity loans or lines of credit of
up to $250,000. Appraisals are processed by statified independent appraisers approved by thedobDirectors.

An attorney's certificate of title is required dhreewly originated real estate mortgage loansdnnection with refinancing and home equity
loans or lines of credit in amounts up to $250,008 will obtain a record owner's search in liewnfattorney's certificate of title. Borrowers
also must obtain fire and casualty insurance. Flosdrance is also required on loans secured hyeptpthat is located in a flood zone.

Loan Commitments. Written commitments are giveprspective borrowers on all approved real estatrd. Generally, we honor
commitments for up to 60 days from the date ofasse. At December 31, 2006, our outstanding lo@ination commitments totaled $9.3
million, outstanding construction loans in progrestaled $31.5 million and undisbursed lines ofidreotaled $11.0 million.

Non-performing and Problem Assets

Loan Delinquencies. We send a notice of nonpayneebbrrowers when their mortgage loan becomes $5 past due. If such payment is
received by month end, an additional notice of raynpent is sent to the borrower. After 60 daysaifmpent is still delinquent, a notice of
right to cure default is sent to the borrower givB0 additional days to bring the loan current beforeclosure is commenced. If the loan
continues in a delinquent status for 90 days pastashd no repayment plan is in effect, forecloguoeeedings will be initiated.

Loans are reviewed and are placed on a non-acstatals when the loan becomes more than 120 daysjdeht or when, in our opinion, the
collection of additional interest is doubtful. Inést accrued and unpaid at the time a loan is glanenonaccrual status is charged against
interest income. Subsequent interest paymentayifare either applied to the outstanding princi@ance or recorded as interest income,
depending on the assessment of the ultimate cabiéity of the loan. At December 31, 2006, we h82%000 in non-accruing loans. Our
largest exposure of non-performing loans at thtg dansisted of one loan, with a principal balaoic$307,000, to a deceased borrower
whose estate is in process of settlement. At Deee®ib, 2006, we had no loans that were delinquémta§s or more and accruing. Recently,
the Bank has become aware of two loan facilitieth witotal exposure of $2.6 million which we arety#o via participation agreements with
another financial institution. That financial irtgtion has informed us of the possibility of perfance related issues that may require
additional attention going forward. One of thesdlfides, a loan on a parcel of land in Rumson, Nlassey in the amount of $1.2 million to
Mr. Solomon Dwek, continues to perform. The ottaailfty, subsequent to December 31, 2006 has beeonum-performing loan. This loan
is a financing arrangement provided to Kara Homeabé amount of $1.4 million for the developmentesf lots in Manahawkin, New Jersey.
Kara Homes has recently filed for protection untierbankruptcy laws of the United States and fhisson is presently being
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adjudicated under those applicable laws. The afergimned notwithstanding, the Bank has allocat28% allowance reserve against both of
these loans.

A loan is considered impaired when it is probahk iorrower will not repay the loan according te ¢higinal contractual terms of the loan
agreement. We have determined that first mortgeges! on one-to four-family properties and all consuloans represent large groups of
smaller-balance homogeneous loans that are coldgievaluated. Additionally, we have determineat thn insignificant delay (less than 90
days) will not cause a loan to be classified asaingol and a loan is not impaired during a periodedéy in payment, if we expect to collect
amounts due including interest accrued at the aotutal interest rate for the period of delay. Waejpendently evaluate all loans identified as
impaired. We estimate credit losses on impairedddesed on the present value of expected cash fiothe fair value of the underlying
collateral if the loan repayment is derived frora fale or operation of such collateral. Impaireh$ or portions of such loans, are charged
off when we determine that a realized loss hasmeduUntil such time, an allowance for loan losisamaintained for estimated losses. Cash
receipts on impaired loans are applied first to@ed interest receivable unless otherwise requiyetthe loan terms, except when an impaired
loan is also a nonaccrual loan, in which case trégn of the receipts related to interest is retipgd as income. At December 31, 2006, we
had two loans totaling $323,000 which are classifie impaired and on which loan loss allowancesitgt $81,000 have been established.
During 2006, interest income of $6,000 was recagphizn impaired loans.

The following table sets forth delinquencies in man portfolio as of the dates indicated:

A t December 31, 2006 At Dec ember 31, 2005
60-89 D ays 90 Days or More 60-89 Days 90 Days or More
Number Pr incipal Principal Number Princip al  Number Principal
of B alance  Number Balance of Balanc e of Balance
Loans o fLoans of Loans of Loans Loans of Loa ns Loans of Loans

One- to four-

family residential ............. - $ - - $ - - % - - 1 $ 79

Construction ..........cceeee... 1 1,356 - -- - - - - -

Home equity .......ccceverunnne - -- - - - - - - -

Commercial and multi-family ..... - -- 1 307 - - - 4 803

Total oo 1 1,356 1 307 - - - 5 882
Commercial business ............... - -- - - - - - 1 150
CONSUMEN ... 1 2 1 16 -- - - -- --

Total delinquent loans ..... 2 $ 1,358 2 $ 323 - $ - - 6 $1,032

Delinquent loans to total loans ... 0.42% 0.10% - - -% 0.36%
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A t December 31, 2004 At Decem
60-89 D ays 90 Days or More 60-89 Days
Number Pr incipal Principal Number Princip
of B alance  Number Balance of Balanc
Loans o fLoans of Loans ofLoans Loans

One- to four-

family residential ............ - $ - 1 $ 173 1 $ 10
Construction -- -- -- -- -- -
Home equity 1 29 -- -- -- -
Commercial and multi-family ..... -- -- 1 313 -- -
Total ..oeevieeiiiiiieee, 1 29 2 486 1 10

Commercial business ............... 1 123 3 515 3 35
Consumer -- -- 1 3 -- -
2 3 152 6 $1,004 4 $ 45
0.06% 0.40% 0.2
A t December 31, 2002
60-89 D ays 90 Days or More
Number Pr incipal Principal
of B alance  Number Balance
Loans o fLoans of Loans of Loans
(D ollars in thousands)
Real estate mortgage:
One- to four-
family residential - $ - - $ -
Construction ..... -- -- -- --
Home equity -- -- -- --
Commercial and multi-family ..... -- -- -- --
Total ..ooeeieeiiieieeen, -- -- -- --
Commercial business ............... -- -- 1 67
CONSUMET ..o - - - -
- $ - 1 $ 67
Delinquent loans to total loans ... --% 0.05%
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ber 31, 2003

al  Number Principal
e of Balance
ns Loans of Loans

3 - $ -

3 -- -

5 3 386

8 3 $ 386
4% 0.20%



The table below sets forth the amounts and categofinon-performing assets in the Bank's loarf@art Loans are placed on non-accrual
status when the collection of principal and/or iete become doubtful. For all years presented, Bag@ommunity Bank has had no trouk
debt restructurings (which involve forgiving a port of interest or principal on any loans or makiogns at a rate materially less than that of
market rates). Foreclosed assets include assaigeatin settlement of loans.

At December 31,

2006 2005 2004 2003 2002

(Dollars in thousands)
Non-accruing loans:

One- to four-family residential ............... $ - $ - $ 173 $ - $ -
Construction .........cceeeeeveveiiiiinnnans - - - - -

Home equity ......cceeeviiiiieiiiiieeees - - - - -
Commercial and multi-family .................. 307 637 313 67 67
Commercial business ..........cccccevveeenn.. -- 150 67 - --
CONSUMET ..eeviviiiiiiiieeeeeeeeeeeeiiiiinns 16 - - -- -
Total v 323 787 553 67 67

Accruing loans delinquent more than 90 days:

One- to four-family residential ............... -- - -- - -

CONSruCtion ..........cceeeeviiieeeeenniine. - - - - -

Home equity ......cceeeeiiiiieiiiiieeeee - - - - -

Commercial and multi-family .................. -- 166 -- 319 --

Commercial business ...........ccccoeveeinne - - 448 - -

CONSUMET ..eeviiiiiiiieieeeee e -- 79 3 -- --

Total oo - 245 451 319 -

Total non-performing loans ..............c........ 323 1,032 1,004 386 67
Foreclosed assets ..........ccccuveeeiiiienennne - - 6 - -
Total non-performing assets ............c......... $ 323 $1,032 $ 1010 $ 386 $ 67
Total non-performing assets as a percentage

of total assets ........ccccevvereveeiiinnnn. 0.06% 0.22% 0.27% 0.13% 0.04%
Total non-performing loans as a percent

of total 10ans ..........ccoceeeviiiieeiinns 0.10% 0.36% 0.40% 0.20% 0.05%

For the year ended December 31, 2006, gross ihiesne which would have been recorded had ourawmnuing loans been current in
accordance with their original terms amounted t6,820. We received and recorded $6,000 in inténesime for such loans for the year
ended December 31,2006.

Classified Assets. Our policies provide for a dfestion system for problem assets. Under thissifécation system, problem assets are
classified as "substandard," "doubtful,” "loss™gpecial mention." An asset is considered substariflé is inadequately protected by its
current net worth and paying capacity of the boeouwr of the collateral pledged, if any. Substaddessets include those characterized by the
"distinct possibility” that "some loss" will be gamed if the deficiencies are not corrected. Asstdssified as doubtful have all the
weaknesses inherent in those classified substanddrdhe added characteristic that the weaknessegmt makes "collection or liquidation in
full" on the basis of currently existing facts, ditions, and values, "highly questionable and inyatade." Assets classified as loss are those
considered "uncollectible” and of such little vathat their continuance as assets without the ksitafent of a specific loss reserve is not
warranted, and the loan is chargefti-Assets may be designated special mention tsecalipotential weaknesses that do not currentlyam¢
classification in one of the aforementioned catigor
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When we classify problem assets, we may estabéslerl allowances for loan losses in an amount ddgirudent by management. General
allowances represent loss allowances which have éstablished to recognize the inherent risk aatetiwith lending activities, but which,
unlike specific allowances, have not been allocédguhrticular problem assets. A portion of gentrss allowances established to cover
possible losses related to assets classified ataswdard or doubtful may be included in determirdngregulatory capital. Specific valuation
allowances for loan losses generally do not qualifyegulatory capital. At December 31, 2006, wetrimassets classified as doubtful, $2.9
million in assets classified as substandard an® $08 in assets classified as special mention|ddmes classified as doubtful and substan
represent primarily commercial loans secured elflyaesidential real estate, commercial real estateeavy equipment. The loans that have
been classified substandard were classified aspitiarily because either updated financial infotiorahas not been timely provided, or the
collateral underlying the loan is in the procesbeihg revalued.

In addition to loans that have been classified, agament has identified a lending relationship thetits additional scrutiny for reasons
unrelated to the performance of the loans. Thisdwang relationship consists of five loans, whiddha total principal balance at December
31, 2006 of $1.3 million. The largest single loala total principal balance at December 31, 20@360,000. The five loans are secured by
mixed-use real estate. The loans in the aggre@ate & loan value ratio of 69.7%. These loans amewtly performing in accordance with
their terms.

Allowances for Loan Losses. A provision for loasdes is charged to operations based on manageealtigtion of the losses that may be
incurred in our loan portfolio. The evaluation, luing a review of all loans on which full collebikity of interest and principal may not be
reasonably assured, considers: (1) the risk chenaiits of the loan portfolio; (2) current econerbnditions; (3) actual losses previously
experienced; (4) the level of loan growth; andtff) existing level of reserves for loan losses #inatpossible and estimable.

We monitor our allowance for loan losses and malditimns to the allowance as economic conditiocsatie. Although we maintain our
allowance for loan losses at a level that we carsadlequate for the inherent risk of loss in oanlportfolio, future losses could exceed
estimated amounts and additional provisions fon loases could be required. In addition, our deifteation of the amount of the allowance
for loan losses is subject to review by the NevegdgDepartment of Banking and Insurance and theCl-B8 part of their examination
process. After a review of the information avai@ldur regulators might require the establishméanadditional allowance. Any increase in
the loan loss allowance required by regulators didalve a negative impact on our earnings.
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The following table sets forth an analysis of trenBs allowance for loan losses.

Balance at beginning of period ....................

Charge-offs:
One- to four-family residential ................
CONStruction .........cccveeevveenns
Home equity ............... .
Commercial and multi-family ...................
Commercial business ........
CONSUMET ..t

Total charge-offs .......ccccccvveeviiieiiiinnns

RECOVENES ..ot

Net charge-offs (recoveries) .........cc.c.........
Provisions charged to operations ..................
Ending balance ..........cccocoveiniiiiienns

Ratio of non-performing assets to total assets at t
of Period .......ccoevviiiieiiieciieces

Allowance for loan losses as a percent of total loa
outstanding .......cceeevviieiniiee e

Ratio of net charge-offs (recoveries) during the pe
loans outstanding during the period ............

Ratio of net charge-offs (recoveries) during the pe
non-performing loans .........ccccccecveenee.

Years Ended Decembe r31,
2006 2005 2004 2003 2002
(Dollars in thousa nds)
$ 3,090 $ 2506 $ 2,113 $ 1,233 $ 412
66 522 332 - 10
1 24 - - 12
67 546 332 - 22
85 12 35 - -
(18) 534 297 - 22
625 1,118 690 880 843
$ 3,733 $ 3,09 $ 2,506 $ 2,113 $ 1,233
0.06% 0.22% 0.27% 0.13% 0.04%
1.16% 1.07% 1.01% 1.11% 1.00%
(0.01)% 0.19% 0.13% -% 0.03%
(5.57)% 51.74% 29.58% -%  32.84%
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Allocation of the Allowance for Loan Losses. Thédwing table illustrates the allocation of thecallance for loan losses for each categor

loan. The allocation of the allowance to each aatggs not necessarily indicative of future lossiy particular category and does not restrict
our use of the allowance to absorb losses in dtiaer categories.

At December 31,

2006 2005 2004 20 03 2002
Percent o f Percent of Percent of Percent of Percent of
Loans in Loans in Loans in Loans in Loans in
each each each each each
Category Category Category Category Category
in Total in Total in Total in Total in Total
Amount  Loans Amount Loans Amount Loans Amount Loans Amount Loans
(Dollars in Thousands)
Type of loan:
One- to four-family .......... $ 69 13.64% $ 76 12.11% $ 78 13.98% $ 105 17.74% $ 64 20.64%
Construction 1,068 12.06 329 9.98 217 7.70 125 5.24 53 3.47
Home equity 126 10.02 91 8.43 82 8.27 50 8.80 64 11.43
Commercial and multi-family .. 2,285 59.60 2,180 64.26 1,669 63.68 1,178 60.25 658 53.34
Commercial business .......... 168 4.56 401 5.06 444 6.07 649 7.35 376 10.48
ConsSumMer .......ccocevveeenne 17 0.12 13 0.16 16 0.30 6 0.62 18 0.64
Total oo $3,733 100.00% $3,090 100.00% $2,506 100.00% $2,113 100.00% $1,233 100.00%
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Investment Activities

Investment Securities. We are required under fédegalations to maintain a minimum amount of ldjaissets that may be invested in
specified short-term securities and certain otheestments. The level of liquid assets varies deipgnupon several factors, including: (i) the
yields on investment alternatives, (ii) our judgmas to the attractiveness of the yields then alsldlin relation to other opportunities, (
expectation of future yield levels, and (iv) ouojections as to the short-term demand for fundsetased in loan origination and other
activities. Investment securities, including moggéacked securities, are classified at the timmuothase, based upon management's
intentions and abilities, as securities held-tourigt or securities available for sale. Debt setesiacquired with the intent and ability to hold
to maturity are classified as held-to-maturity amd stated at cost and adjusted for amortizatigorerhium and accretion of discount, which
are computed using the level yield method and neizeg as adjustments of interest income. All ottebst securities are classified as availi
for sale to serve principally as a source of ligyid

Current regulatory and accounting guidelines reiggrthvestment securities require us to categ@emurities as "held-to-maturity,"
"available for sale" or "trading." As of Decembdr, 2006, we had $148.7 million of securities clfsdias "held-to-maturity,” and no
securities classified as available for sale oritrgdSecurities classified as "available for saee reported for financial reporting purposes at
the fair market value with net changes in the mavkéue from period to period included as a segatamponent of stockholders' equity, net
of income taxes. At December 31, 2006, our seeusritlassified as held-to-maturity had a marketevafu$146.0 million. Changes in the
market value of classified as securities held-taumity do not affect our income. Management hadrlkent and we have the ability to hold
securities classified as held-to-maturity. Durihg year ended December 31, 2006, we had no sesusiles.

At December 31, 2006, our investment policy allowaastments in instruments such as: (i) U.S. Tusasbligations; (ii) U.S. federal
agency or federally sponsored agency obligatidgismortgage-backed securities; and

(iv) certificates of deposit. The board of direstonay authorize additional investments. At Decen3dei2006 our U.S. Government agency
securities totaled $122.6 million, all of which werlassified as held-to-maturity and which primacibnsisted of callable securities issued by
government sponsored enterprises.

As a source of liquidity and to supplement our lagdactivities, we have invested in residential tpage-backed securities. Mortgage-backed
securities generally yield less than the loansuhaerlie such securities because of the costywhpat guarantees or credit enhancements tha
reduce credit risk. Mortgage-backed securitiessgare as collateral for borrowings and, througtayepents, as a source of liquidity.
Mortgage-backed securities represent a participatiterest in a pool of single-family or other typlemortgages. Principal and interest
payments are passed from the mortgage originatomygh intermediaries (generally government-spmasenterprises) that pool and
repackage the participation interests in the fofreecurities, to investors, like us. The governrepunsored enterprises guarantee the
payment of principal and interest to investors ematlde Freddie Mac, Ginnie Mae, and Fannie Mae.
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Mortgage-backed securities typically are issuedh witited principal amounts. The securities aredzhbly pools of mortgage loans that have
interest rates that are within a set range and hamgng maturities. The underlying pool of mortgagan be composed of either fixed rate or
adjustable rate mortgage loans. Mortgage-backadtities are generally referred to as mortgage gpgtion certificates or pass-through
certificates. The interest rate risk charactesstitthe underlying pool of mortgages (i.e., fixate or adjustable rate) and the prepayment
are passed on to the certificate holder. The fife mortgage-backed pass-through security is equak life of the underlying mortgages.
Expected maturities will differ from contractual tugties due to scheduled repayments and becausaw®rys may have the right to call or
prepay obligations with or without prepayment péaal

Securities Portfolio. The following table sets fothe carrying value of our securities portfolialdfederal funds at the dates indicated.

At December 31,

2006 2005 2004

(In Thousands)
Securities held to maturity:

U.S. Government and Agency securities ..... $ 122,594 $ 109,090 $ 78,020
Mortgage-backed securities ................ 26,078 30,912 39,016
Total securities held to maturity ....... 148,672 140,002 117,036
Money market funds .... 17,500 18,500 --
FHLB StoCK .....covvvveeiiieiiieeiiecee, 3,724 2,778 944
Total investment securities .................. $ 169,896 $ 161,280 $ 117,980

The following table shows our securities held-totumiédy purchase, sale and repayment activitiegHerperiods indicated.

Years Ended December 31,

2 006 2005 2002

(In Thousands)

Purchases:
Fixed-rate .......ccc.ccovveevvrennnnn. $3 7,500 $55,815 $75,823
Total purchases .........ccccceeeeenn. $3 7,500 $55,815 $75,823
Sales:
Fixed-rate .........cccoevveeeeeennnn. $ - $7345 $ -
Total sales ......ccccccevvevveeennen. $ - $7345 $ -

Principal Repayments:

Repayment of principal .................. $2 8,845 $25,531 $49,112
Increase in other items, net. ........... 15 27 12
Net inCreases ........c.ccocveeveenn. $ 8,670 $22,966 $26,723
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Maturities of Securities Portfolio. The followinglile sets forth information regarding the schedubeturities, carrying values, estimated
market values, and weighted average yields foBtnek's securities portfolio at December 31, 200@dmytractual maturity. The following

table does not take into consideration the effetscheduled repayments or the effects of posgitdpayments.

Carrying Average
Value Yield

U.S. government agency securities $ 2,000 3.65%
Mortgage-backed securities....... - -
FHLB StocK .......ccveveuininns 3,724 7.00

As of December 31, 2006

More than ~ More than five to
One to five years  ten years  More than ten

Carrying Average Carrying Average Carrying Av
Value Yield Value Yield Value Y

(Dollars in Thousands)
$19,996 4.60% $38,300 5.05% $62,298 5.
244 6.00 1,029 5.69 24,805 4.

$20,240 4.62% $39,329 5.07% $87,103 5.
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years securities
erage Market Carrying Average
ield Value Value Yield

97% $120,566 $122,594 5.42%
91 25,452 26,078 4.96
- 3,724 3,724 7.00



Sources of Funds

Our major external source of funds for lending attter investment purposes are deposits. Funddsarelarived from the receipt of payme
on loans and prepayment of loans and maturitiésveistment securities and mortgage-backed seaudtid borrowings. Scheduled loan
principal repayments are a relatively stable soofdands, while deposit inflows and outflows aéh prepayments are significantly
influenced by general interest rates and markedlitions.

Deposits. Consumer and commercial deposits arectdtt principally from within our primary markeearthrough the offering of a selection
of deposit instruments including demand, NOW, sgsiand club accounts, money market accounts, amdcertificate accounts. Deposit
account terms vary according to the minimum balarqgeired, the time period the funds must remaid@posit, and the interest rate.

The interest rates paid by us on deposits aret $le¢ @irection of our senior management. Interat&ts are determined based on our liquidity
requirements, interest rates paid by our compstimd our growth goals and applicable regulatesyrictions and requirements. At
December 31, 2006, we had no brokered deposits.

Deposit Accounts. The following table sets forth tollar amount of deposits in the various typedegfosit programs we offered as of the
dates indicated.

December 31,

2006 2005 2004

Weighted Weighted Weighted

Average Average Average

Rate(1) Amount  Rate(1) Amount Rate(1) Amount

(Dollars in thousands)

Demand .......cccceveennns -% $ 35,275 -% $ 30,143 -% $ 20,557
NOW .o 1.41 21,007 1.36 20,827 1.42 23,155
Money market .................. 3.70 8,022 1.97 1,623 1.98 2,483
Savings and club accounts ..... 1.91 117,617 2.16 167,534 2.20 197,868

Certificates of deposit 4.28 200,826 3.21 142,724 2.68 93,180

$ 382,747 2.30% $362,851 2.14% $ 337,243

(1) Represents the average rate paid during the yea
The following table sets forth our deposit flowsidg the periods indicated.

Years Ended December 31,

2006 2005 2004
(Dollars in thousands)

Beginning of period ............cccccve... $ 362,851 $ 337,243 $ 253,650
Net deposits .......coccvveeeeiiiiireennns 9,241 17,696 77,108
Interest credited on deposit accounts ....... 10,655 7,912 6,485

Total increase in deposit accounts ........ 19,896 25,608 83,593
Ending balance ..........cccccocoeiiiens $ 382,747 $ 362,851 $ 337,243
Percentincrease ..........cccocceevenneenn. 5.48% 7.59% 32.96%
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Jumbo Certificates of Deposit. The following taliidicates the amount of our certificates of depos#100,000 or more by time remaining

until maturity.

Maturity Period

Within three months

Three through twelve months

Over twelve months

mber 31, 2006

(In Thousands)

$ 27,384

The following table presents, by rate category,aaitificate of deposit accounts as of the datdsated.

Certificate of deposit rates:
1.00% - 1.99%
2.00% - 2.99%
3.00% - 3.99%
4.00% - 4.99%
5.00% - 5.99%

At December 31,

06 2005 2 004

Percent Amount Percent Amount

(Dollars in thousands)

0.76% $ -- -% $ 2,510 2.69%
0.75 21,056 14.75 48,915 52.50
13.74 59,391 41.61 41,725 44.78
44.69 62,045 43.48 30 0.03
40.06 232 0.16 - --
100.00% $ 142,724 100.00% $ 93,180 100.00%

The following table presents, by rate category,rémaining period to maturity of certificate of asjt accounts outstanding as of December

31, 2006.

1 Year Over 1
orlLess to2 Year
Interest rate:
1.00% - 1.99% ....... $ 77 $
2.00% - 2.99% ....... 1,487
3.00% - 3.99% ....... 23,636
4.00%-4.99% ......... 70,374
5.00%-5.99% ......... 73,921

2,44
10,27
4,10

Maturity Date

Over 2 Over
s to3Years 3Years Total

(In Thousands)

- $ 1452 $ 10 $ 1,539

3 11 - 1,511

3 1,516 -- 27,595

2 6,716 2,378 89,740

2 859 1,559 80,441

0 $ 10554 $ 3,947 $200,826

Borrowings. Our advances from the FHLB of New Yark secured by a pledge of our stock in the FHLB@# York, and investment
securities. Each FHLB credit program has its ovtarist rate, which may be fixed or adjustable, ramde of maturities. If the need arises,
may also access the Federal Reserve Bank discontidw to supplement our supply of funds that we loam and to meet deposit withdra'
requirements. During the years ended December(5 and 2005, we had average short-term borrowewgssisting of FHLB advances, of
$705,000 and $9.7 million, respectively, with a glged average cost of 4.93% and 3.14%, respecti@ely maximum shorterm borrowings
outstanding during 2006 and 2005 was $1.0 milliod $21.4 million, respectively.

Employees

At December 31, 2006, we had 69 full-time and 3@-pae employees. None of our employees is repiteskby a collective bargaining
group. We believe that our relationship with oumpéoyees is good.
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Subsidiaries

We have one non-bank subsidiary. BCB Holding Comgamestment Corp. was established in 2004 forpiimpose of holding and investing
in securities. Only securities authorized to bechased by Bayonne Community Bank are held by BCRBliHg Company Investment Corp.
At December 31, 2006, this company held $148.7ianilin securities.

Supervision and Regulation

Bank holding companies and banks are extensivegiylaged under both federal and state law. Thess #d regulations are intended to
protect depositors, not shareholders. To the etfterithe following information describes statutand regulatory provisions, it is qualified in
its entirety by reference to the particular statytand regulatory provisions. Any change in theli@pple law or regulation may have a
material effect on the business and prospectseo€ttmpany and the Bank.

Bank Holding Company Regulation

As a bank holding company registered under the B#aiding Company Act of 1956, as amended, the Camjpssubject to the regulation
and supervision applicable to bank holding compmahiethe Board of Governors of the Federal Res8patem. The Company is required to
file with the Federal Reserve annual reports ahdronhformation regarding its business operatiargsthose of its subsidiaries.

The Bank Holding Company Act requires, among othirgs, the prior approval of the Federal Resemvany case where a bank holding
company proposes to (i) acquire all or substamtalllof the assets of any other bank, (ii) acqdirect or indirect ownership or control of
more than 5% of the outstanding voting stock of bagk (unless it owns a majority of such compawgtgng shares) or (iii) merge or
consolidate with any other bank holding companye Fhderal Reserve will not approve any acquisitioerger, or consolidation that would
have a substantially anti-competitive effect, uslée anti-competitive impact of the proposed taatien is clearly outweighed by a greater
public interest in meeting the convenience and si@étdhe community to be served. The Federal Res&so considers capital adequacy and
other financial and managerial resources and fyitwepects of the companies and the banks concaogather with the convenience and
needs of the community to be served, when reviewaguisitions or mergers.

The Bank Holding Company Act generally prohibitseank holding company, with certain limited excepsipfrom (i) acquiring or retaining
direct or indirect ownership or control of moreritg2o of the outstanding voting stock of any compathjch is not a bank or bank holding
company, or (ii) engaging directly or indirectlyawtivities other than those of banking, managingomtrolling banks, or performing services
for its subsidiaries, unless such non-banking lassins determined by the Federal Reserve to bisely related to banking or managing or
controlling banks as to be properly incident theret

The Bank Holding Company Act has been amendedrmipbank holding companies and banks, which medam capital, management &
Community Reinvestment Act
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standards, to engage in a broader range of nonifizaaktivities. In addition, bank holding companigsich elect to become financial holding
companies may engage in certain banking and nokiimpactivities without prior Federal Reserve apiloAt this time, the Company has
elected not to become a financial holding compansyit does not engage in any activities not peibiesor banks.

There are a number of obligations and restrictionEosed on bank holding companies and their deprysitistitution subsidiaries by law and
regulatory policy that are designed to minimizegptigal loss to the depositors of such depositosyititions and the FDIC insurance funds in
the event the depository institution is in dandedefault. Under a policy of the Federal Reservihwéspect to bank holding company
operations, a bank holding company is requiretuesas a source of financial strength to its slitagi depository institutions and to commit
resources to support such institutions in circuncgta where it might not do so absent such polibg. Federal Reserve also has the authority
under the Bank Holding Company Act to require akblamlding company to terminate any activity or édimrquish control of a non-bank
subsidiary upon the Federal Reserve's determin#igtrsuch activity or control constitutes a sesidak to the financial soundness and
stability of any bank subsidiary of the bank hoffzompany.

Capital Adequacy Guidelines for Bank Holding Compaiies

The Federal Reserve has adopted risk-based cgpitilines for bank holding companies. The riskelobasapital guidelines are designed to
make regulatory capital requirements more sensitivdifferences in risk profile among banks andkdaolding companies, to account for off-
balance sheet exposure, and to minimize disincemfier holding liquid assets. Under these guidsliassets and off-balance sheet items are
assigned to broad risk categories each with apjatepwveights. The resulting capital ratios représapital as a percentage of total risk-
weighted assets and off-balance sheet items.

The minimum ratio of total capital to risk-weightadsets (including certain off-balance sheet di@sjisuch as standby letters of credit) is
8%. At least 4% of the total capital is required&"Tier | Capital,” consisting of common shareleos' equity and qualifying preferred sto
less certain goodwill items and other intangiblgeds. The remainder ("Tier Il Capital") may consis(a) the allowance for loan losses of up
to 1.25% of risk-weighted assets, (b) non-qualdymeferred stock, (c) hybrid capital instrume d,perpetual debt, (e) mandatory
convertible securities, and (f) qualifying subomatied debt and intermediate-term preferred stodio &®% of Tier | capital. Total capital is
the sum of Tier | and Tier Il capital less recipabholdings of other banking organizations' cagitatruments, investments in unconsolidated
subsidiaries and any other deductions as deternbinélde Federal Reserve (determined on a casedeyhasis or as a matter of policy after
formal rule-making).

Bank holding company assets are given risk-weigh@96, 20%, 50% and 100%. In addition, certainkmfance sheet items are given similar
credit conversion factors to convert them to asgetvalent amounts to which an appropriate visight will apply. These computations re:

in the total riskweighted assets. Most loans are assigned to tH 188 category, except for performing first moggdoans fully secured t
residential property which carry a 50% risk-weiggtand loans secured by deposits in the Bank wtaaty a 20% risk-
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weighting. Most investment securities (includingnparily, general obligation claims of states dnext political subdivisions of the United
States) are assigned to the 20% category, exceptuicipal or state revenue bonds, which have% E6k-weight, and direct obligations of
the U.S. Treasury or obligations backed by thefhith and credit of the U.S. Government, whichéaw% risk-weight. In converting off-
balance sheet items, direct credit substitutesidiefy general guarantees and standby letters dit &racking financial obligations are given a
100% risk-weighting. Transaction related contingessuch as bid bonds, standby letters of cre@kibg nonfinancial obligations, and
undrawn commitments (including commercial credie§ with an initial maturity of more than one ydaaye a 50% risk-weighting. Short-
term commercial letters of credit have a 20% risghghting and certain short-term unconditionally @glable commitments have a 0% risk-
weighting.

In addition to the risk-based capital guidelinbg, Federal Reserve has adopted a minimum Tierifat@leverage) ratio, under which a bank
holding company must maintain a minimum level cérTli capital to average total consolidated asdeds least 3% in the case of a bank
holding company that has the highest regulatorynéxation rating and is not contemplating significgrowth or expansion. All other bank
holding companies are expected to maintain a Igeeratio of at least 100 to 200 basis points altbgestated minimum.

Bank Regulation

As a New Jerseghartered commercial bank, the Bank is subjediéa¢gulation, supervision, and examination ofNleev Jersey Departme
of Banking and Insurance. As an FDIC-insured instih, we are subject to the regulation, supemisinod examination of the FDIC, an
agency of the federal government. The regulatidriseoFDIC and the New Jersey Department of Bankimgj Insurance impact virtually all
of our activities, including the minimum level cdigital we must maintain, our ability to pay dividenour ability to expand through new
branches or acquisitions and various other matters.

Insurance of Deposits. Our deposit accounts atgedsby the FDIC generally up to a maximum of $000,per separately insured depositor
and up to a maximum of $250,000 for self-directetitement accounts. The Bank's deposits, theredwessubject to FDIC insurance
assessments.

On February 15, 2006, federal legislation to reféenteral deposit insurance was enacted. This ngisid¢ion required, among other things,
that the FDIC adopt regulations increasing the maxn amount of federal deposit insurance coveragseyarately insured depositor
beginning in 2010 (with a cost of living adjustmémbecome effective in five years) and modifyihg tleposit fund's reserve ratio for a range
between 1.15% and 1.50% of estimated insured dsposi

On November 2, 2006, the FDIC adopted final reguat establishing a risk-based assessment systgmwithenable the FDIC to more
closely tie each financial institution's premiuraghe risk it poses to the deposit insurance fuhdler the new risk-based assessment system
which becomes effective in the beginning of 200@, EDIC will evaluate the risk of each financiadtitution based on three primary sources
of information: (1) its supervisory rating, (2) ftaancial ratios, and (3) its long-term debt igstading, if the
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institution has one. The new rates for nearly Bthe financial institution industry will vary be&en five and seven cents for every $100 of
domestic deposits. At the same time, the FDIC athkapted final regulations designating the reseatie for the deposit insurance fund during
2007 at 1.25% of estimated insured deposits.

Effective March 31, 2006, the FDIC merged the Bardurance Fund and the Savings Association Inser&oad into a single insurance fund
called the Deposit Insurance Fund. The mergerefwlo separate insurance funds did not affect titleoaity of the Financing Corporation, a
mix-ownership government corporation, to impose ewitect, with approval of the FDIC, assessmentsfdicipated payments, insurance
costs and custodial fees on bonds issued by tlan&img Corporation in the 1980s to recapitalizeRbderal Savings and Loan Insurance
Corporation. The bonds issued by the Financing @atpn are due to mature in 2017 through 2019 tk@quarter ended December 31,
2006, the Financing Corporation assessment was &4 basis points for each $100 in domestjwodés maintained at an institution.

Capital Adequacy Guidelines. The FDIC has promeldaisk-based capital rules, which are designedake regulatory capital requirements
more sensitive to differences in risk profile amdmaks, to account for off-balance sheet exposun@to minimize disincentives for holding
liquid assets. Under these rules, assets and &Hfiba sheet items are assigned to broad risk aésgeach with appropriate weights. The
resulting capital ratios represent capital as aqreage of total risk-weighted assets and off-laheet items. These rules are substantially
similar to the Federal Reserve rules discussedabov

In addition to the risk-based capital rules, thd@&Bbas adopted a minimum Tier 1 capital (leveragéd. This measurement is substantially
similar to the Federal Reserve leverage capitakoreanent discussed above. At December 31, 200®ahk's ratio of total capital to risk-
weighted assets was 16.43%. Our Tier 1 capitasioweighted assets was 15.36%, and our Tier talapiaverage assets was 10.48%.

Dividends. The Bank may pay dividends as declaraah time to time by the Board of Directors out ofifls legally available, subject to
certain restrictions. Under the New Jersey Bankingof 1948, as amended, the Bank may not pay la d&gdend unless, following the
payment, the Bank's capital stock will be unimpaiaaed the Bank will have a surplus of no less %@ of the Bank capital stock or, if not,
the payment of the dividend will not reduce theptus. In addition, the Bank cannot pay dividendanmounts that would reduce the Bank's
capital below regulatory imposed minimums.

The USA PATRIOT Act

In response to the terrorist events of Septembg2dd1, the Uniting and Strengthening America byviRting Appropriate Tools Required to
Intercept and Obstruct Terrorism Act of 2001, ar WSA PATRIOT Act, was signed into law on Octob8r 2001. The USA PATRIOT Act
gave the federal government new powers to addeeswist threats through enhanced domestic secmetgsures, expanded surveillance
powers, increased information sharing and broadanéemoney laundering requirements. For yeargaial institutions
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such as the Bank have been subject to federah@oney laundering obligations. As such, the Banksdu# believe the USA PATRIOT Act
will have a material impact on its operations.

SarbanesOxley Act of 2002

The Sarbanes-Oxley Act of 2002 ("Sarbanes-Oxleditains a broad range of legislative reforms idéghto address corporate and
accounting fraud. In addition to the establishnmadra new accounting oversight board that will enéoauditing, quality control and
independence standards and will be funded by fees &ll publicly traded companies, Sarbanes-Oxlaggs certain restrictions on the scope
of services that may be provided by accountingditmtheir public company audit clients. Any nordidgervices being provided to a public
company audit client will require preapproval bg tompany's audit committee. In addition, Sarb&@dsy makes certain changes to the
requirements for audit partner rotation after daqueof time. Sarbanes-Oxley requires chief exeeutifficers and chief financial officers, or
their equivalent, to certify to the accuracy ofipdic reports filed with the Securities and Exchau@pmmission, subject to civil and criminal
penalties if they knowingly or willingly violate ith certification requirement. The Company's Chieé&utive Officer and Chief Financial
Officer have signed certifications to this FormHK@s required by Sarbanes-Oxley. In addition, urgmbanes-Oxley, counsel will be
required to report evidence of a material violatidithe securities laws or a breach of fiduciaryydwy a company to its chief executive offi
or its chief legal officer, and, if such officer@not appropriately respond, to report such egielén the audit committee or other similar
committee of the board of directors or the boagdlit

Under Sarbanes-Oxley, longer prison terms will gpplcorporate executives who violate federal séesrlaws; the period during which
certain types of suits can be brought against gpammy or its officers is extended; and bonuses suéop executives prior to restatement
company's financial statements are now subjecisgodgement if such restatement was due to compan&conduct. Executives are also
prohibited from trading the company's securitiesrduretirement plan "blackout" periods, and losmsompany executives (other than loans
by financial institutions permitted by federal rsil@nd regulations) are restricted. In addition;avigion directs that civil penalties levied by
the Securities and Exchange Commission as a refsaity judicial or administrative action under Sarbs-Oxley be deposited to a fund for
the benefit of harmed investors. The Federal Actofor Investor Restitution provision also requities Securities and Exchange Commis

to develop methods of improving collection ratelse Tegislation accelerates the time frame for dmates by public companies, as they must
immediately disclose any material changes in tfiggmcial condition or operations. Directors an@extive officers must also provide
information for most changes in ownership in a camps securities within two business days of threnge.

Sarbanes-Oxley also increases the oversight ofcadifies certain requirements relating to, audinmittees of public companies and how
they interact with the company's "registered pubticounting firm." Audit Committee members musirmependent and are absolutely ba
from accepting consulting, advisory or other congagory fees from the issuer. In addition, companiast disclose whether at least one
member of the committee is a "financial expert"gash term is defined by the Securities and Exch@wmmission) and if not, why not.
Under Sarbanes-Oxley, a company's registered pabtiounting firm is prohibited from
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performing statutorily mandated audit servicesf@ompany if such company's chief executive offichief financial officer, comptroller,
chief accounting officer or any person servingquigalent positions had been employed by such #inth participated in the audit of such
company during the one-year period preceding tlog &itiation date. Sarbanes-Oxley also prohikity officer or director of a company or
any other person acting under their direction ftaking any action to fraudulently influence, coentmnipulate or mislead any independent
accountant engaged in the audit of the compamesifiial statements for the purpose of renderinditia@cial statements materially
misleading. Sarbanes-Oxley also requires the S&ziend Exchange Commission to prescribe rulaginiag inclusion of any internal
control report and assessment by management antingal report to shareholders. Sarbanes-Oxleynesjtlie company's registered public
accounting firm that issues the audit report tesdtto and report on management's assessmentagrtiany's internal controls.

Under Section 404 of the Sarbanes-Oxley Act of 20@2will be required to conduct a comprehensiwéerg and assessment of the adequacy
of our existing financial systems and controls at@mber 31, 2008, and our auditors must attesirtagsessment.

AVAILABILITY OF ANNUAL REPORT

Our Annual Report is available on our website, whskbancorp.com. We will also provide our Annual 8¢pn Form 10-K free of charge
to shareholders who write to the Corporate Segretat04-110 Avenue C, Bayonne, New Jersey 07002.

ITEM 1A. RISK FACTORS

Risks Associated with our Business

Our loan portfolio consists of a high percentagahs secured by commercial real estate and ifautily real estate. These loans are riskier
than loans secured by one- to four-family propsrtie

At December 31, 2006, $192.1 million, or 59.6% of twan portfolio consisted of commercial and mtainily real estate loans. We intend
continue to emphasize the origination of thesegygdoans. These loans generally expose a lendgetter risk of nonpayment and loss 1
one- to four-family residential mortgage loans hesgarepayment of the loans often depends on tleessitil operation and income stream of
the borrower's business. Such loans typically meddrger loan balances to single borrowers or gsaf related borrowers compared to one-
to four-family residential mortgage loans. Consetilye an adverse development with respect to oae tr one credit relationship can expose
us to a significantly greater risk of loss compat@dn adverse development with respect to a enur-family residential mortgage loan.
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We may not be able to successfully maintain andagearmur growth.

Since December 31, 2002, our assets have grownahpound annual growth rate of 29.2%, our loaar@ds have grown at a compound
annual growth rate of 27.1% and our deposits haverrgat a compound annual growth rate of 23.7%. &ility to continue to grow
depends, in part, upon our ability to expand ourketapresence, successfully attract core depa@sitsjdentify attractive commercial lending
opportunities.

We cannot be certain as to our ability to managecsimsed levels of assets and liabilities. We maeheired to make additional investments
in equipment and personnel to manage higher asgalsland loans balances, which may adversely inquaefficiency ratio, earnings and
shareholder returns.

If our allowance for loan losses is not sufficiemtover actual loan losses, our earnings couldedse.

Our loan customers may not repay their loans adugid the terms of their loans, and the collateeaduring the payment of their loans may
be insufficient to assure repayment. We may expeéseignificant credit losses, which could haveatemial adverse effect on our operating
results. We make various assumptions and judgnadmaist the collectability of our loan portfolio, lnding the creditworthiness of our
borrowers and the value of the real estate and a®ets serving as collateral for the repaymentasfy of our loans. In determining the
amount of the allowance for loan losses, we revaewloans and our loss and delinquency experieammt e evaluate economic conditions.
If our assumptions prove to be incorrect, our atlove for loan losses may not cover losses in @ur portfolio at the date of the financial
statements. Material additions to our allowance ld/otaterially decrease our net income. At Decen®de2006, our allowance for loan
losses totaled $3.7 million, representing 1.16%ot#l loans.

While we have only been operating for six yearshaee experienced significant growth in our loantfptio, particularly our loans secured
by commercial real estate. Although we believe weehunderwriting standards to manage normal lendiskg, and although we had
$323,000, or 0.06% of total assets consisting ofperforming assets at December 31, 20086, it fecdif to assess the future performance of
our loan portfolio due to the relatively recentgimation of many of these loans. We can give yoasgurance that our non-performing loans
will not increase or that our non-performing oridguent loans will not adversely affect our futperformance.

In addition, federal and state regulators peridfjicaview our allowance for loan losses and mayuiee us to increase our allowance for loan
losses or recognize further loan charge-offs. Amyease in our allowance for loan losses or loanggtoffs as required by these regulatory
agencies could have a material adverse effect presults of operations and financial condition.
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We depend primarily on net interest income for @amings rather than fee income.

Net interest income is the most significant comprg our operating income. We do not rely on tiiadial sources of fee income utilized
some community banks, such as fees from salesofdnce, securities or investment advisory producservices. For the years ended
December 31, 2006 and 2005, our net interest inagase$17.8 million and $15.9 million, respectiveljne amount of our net interest inco
is influenced by the overall interest rate enviremty) competition, and the amount of interest egrassets relative to the amount of interest
bearing liabilities. In the event that one or mofé¢hese factors were to result in a decrease imetinterest income, we do not have
significant sources of fee income to make up fareases in net interest income.

Fluctuations in interest rates could reduce oufitatuility.

We realize income primarily from the differencevweén the interest we earn on loans and investnagittshe interest we pay on deposits and
borrowings. The interest rates on our assets abdities respond differently to changes in maikétrest rates, which means our interest-
bearing liabilities may be more sensitive to changemarket interest rates than our interest-egragsets, or vice versa. In either event, if
market interest rates change, this "gap" betweemthount of interest-earning assets and interesidggliabilities that reprice in response to
these interest rate changes may work against dsp@mearnings may be negatively affected.

We are unable to predict fluctuations in markegiiest rates, which are affected by, among othéorfscchanges in the following:
o inflation rates;

o business activity levels;

0 money supply; and

o domestic and foreign financial markets.

The value of our investment portfolio and the cosifion of our deposit base are influenced by pilex@imarket conditions and interest rat
Our asset-liability management strategy, whichesighned to mitigate the risk to us from changenamket interest rates, may not prevent
changes in interest rates or securities market tlows from reducing deposit outflow or from haviegnaterial adverse effect on our results
of operations, our financial condition or the vabfeur investments.

Adverse events in New Jersey, where our businessisentrated, could adversely affect our resultsfature growth.

Our business, the location of our branches andehleestate collateralizing our real estate loaasancentrated in New Jersey. As a result,
we are exposed to geographic risks.
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The occurrence of an economic downturn in New Jeiseadverse changes in laws or regulations in Nemsey could impact the credit
quality of our assets, the business of our custeraed our ability to expand our business.

Our success significantly depends upon the gromgopulation, income levels, deposits and housingur market area. If the communitie:
which we operate do not grow or if prevailing ecomo conditions locally or nationally are unfavorapbur business may be negatively
affected. In addition, the economies of the commiemin which we operate are substantially dependeithe growth of the economy in the
State of New Jersey. To the extent that economiditions in New Jersey are unfavorable or do notinoe to grow as projected, the
economy in our market area would be adversely &tedvoreover, we cannot give any assurance thatiwbenefit from any market grow
or favorable economic conditions in our market aféaey do occur.

In addition, the market value of the real estateigag loans as collateral could be adversely #fby unfavorable changes in market and
economic conditions. As of December 31, 2006, axprately 95.3% of our total loans were secureddal estate. Adverse developments
affecting commerce or real estate values in thalleconomies in our primary market areas couldeiase the credit risk associated with our
loan portfolio. In addition, substantially all ofioloans are to individuals and businesses in Nangey. Our business customers may not have
customer bases that are as diverse as businesg@g segional or national markets. Consequentty, decline in the economy of our market
area could have an adverse impact on our revemaesrencial condition. In particular, we may expece increased loan delinquencies,
which could result in a higher provision for loams$es and increased charge-offs. Any sustaineddpefincreased non-payment,
delinquencies, foreclosures or losses caused lgrselvnarket or economic conditions in our marked aould adversely affect the value of
our assets, revenues, results of operations aaddial condition.

We operate in a highly regulated environment any begaadversely affected by changes in federak statl local laws and regulations.

We are subject to extensive regulation, superviaiwhexamination by federal and state banking aitigm Any change in applicable
regulations or federal, state or local legislatonld have a substantial impact on us and our tipaga Additional legislation and regulations
that could significantly affect our powers, autltyand operations may be enacted or adopted ifuthee, which could have a material
adverse effect on our financial condition and ressof operations. Further, regulators have sigaiftaiscretion and authority to prevent or
remedy unsafe or unsound practices or violatioriaw$ by banks and bank holding companies in thifopeance of their supervisory and
enforcement duties. The exercise of regulatory@itthmay have a negative impact on our resultsparations and financial condition.

Like other bank holding companies and financiatita8ons, we must comply with significant anti-nm@nlaundering and anti-terrorism laws.
Under these laws, we are required, among othegshto enforce a customer identification programh fle currency transaction and
suspicious activity reports with the federal goveemt. Government agencies have substantial disor&giimpose significant monetary
penalties on institutions which fail to
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comply with these laws or make required reportxaBise we operate our business in the highly urbdrgeeater Newark/New York City
metropolitan area, we may be at greater risk aftsgr by government regulators for compliance witbse laws.

We expect to incur additional expense in conneatiith our compliance with Sarbanes-Oxley.

Under Section 404 of the Sarbanes-Oxley Act of 20@2will be required to conduct a comprehensiwéerg and assessment of the adequacy
of our existing financial systems and controls at@mber 31, 2007. This is expected to result iitiaddl expenses in 2007. Moreover, a
review of our financial systems and controls magawver deficiencies in existing systems and contitblbat is the case, we would have to
take the necessary steps to correct any deficigneigich may be costly and may strain our managénesources and negatively impact
earnings. We also would be required to disclosesaici deficiencies, which could adversely affeetrtirarket price of our common stock.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

At December 31, 2006, we conducted our business &nar executive office located at 104-110 Avenu&8&yonne, New Jersey, and our two
branch offices, both of which are located in Baymrithe aggregate book value of our premises anigmeat was $5.9 million at December
31, 2006. We own our executive office facility dedse our two branch offices. In August 2005, wered into a lease for a future branch
facility to be located in Hoboken, New Jersey whihnticipated to open during the first half 00Z0

ITEM 3. LEGAL PROCEEDINGS

We are involved, from time to time, as plaintiff@efendant in various legal actions arising inftbemal course of its business. At December
31, 2006, we were not involved in any material lggaceedings.

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

No matters were submitted to a vote of stockholdersg the fourth quarter of the year under reg

PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND R ELATED STOCKHOLDER MATTERS

AND ISSUER PURCHASES OF EQUITY SECURITIES

BCB Bancorp, Inc.'s common stock trades on the Bastlobal Select Market under the symbol "BCBP .bider to list common stock on
the Nasdaq Global Select Market, the
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presence of at least three registered and activiaetmakers is required and BCB Bancorp, Inc. ldsast three market makers.

The following table sets forth the high and low bigbtations for BCB Bancorp, Inc. common stocktfa periods indicated. These quotati
represent prices between dealers and do not incttdié markups, markdowns, or commissions andataeflect actual transactions. The
information presented reflects common stock divitdepaid by the Company on October 27, 2005, of 2&8@f December 31, 2006, there
were 5,008,139 shares of BCB Bancorp, Inc. comnmmekdssued and outstanding. At December 31, 2B@®& Bancorp, Inc. had
approximately 1,562 stockholders of record.

Cash Dividend

Fiscal 2006 High Bid Low Bid Declared
Quarter Ended December 31, 2006 ........ $ 17 .10 $ 14.60 $ -
Quarter Ended September 30, 2006 ....... 16 .31 14.14 0.30
Quarter Ended June 30, 2006 ............ 17 12 15.02 --
Quarter Ended March 31, 2006 ........... 17 .05 15.10 --
Cash Dividend
Fiscal 2005 High Bid Low Bid Declared
Quarter Ended December 31, 2005 ........ $ 19 .49 $ 14.60 $ -
Quarter Ended September 30, 2005 ....... 17 12 15.40 -
Quarter Ended June 30, 2005 ............ 15 .80 14.00 --
Quarter Ended March 31, 2005 ........... 16 .80 14.92 --

Compensation Plans

Set forth below is information as of December 3I)&regarding equity compensation plans that haea lapproved by shareholders. The
Company has no equity based benefit plans that me@rapproved by shareholders.

Num ber of securities
t o0 be issued upon Numb er of securities
exer cise of outstanding  Weighted average  remai ning available for
Plan o] ptions and rights exercise price(2)  issu ance under plan

Equity compensation plans approved by

shareholders ........ccccceeevevveenenn, 415,638(1) $9.86 -0-

Equity compensation plans not approved by

shareholders .........cccceecveiiennene - - -0-
Total oo 415,638 $9.86 -0-

(1) Consists of options to purchase (i) 136,03%eshaf common stock under the 2002 Stock Option Ria (ii) 279,603 shares of common
stock under the 2003 Stock Option Plan.

(2) The weighted average exercise price refleeetercise price of $10.99 per share for optionstgd under the 2003 Stock Option Plan
and $7.53 per share for options under the 200kSD@tion Plan.
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Stock Performance Graph

Set forth hereunder is a stock performance grapipaoing (a) the cumulative total return on the camratock for the period beginning with
the closing sales price on May 1, 2003 through B 31, 2006, (b) the cumulative total return bipablicly traded commercial bank
stocks over such period, and

(c) the cumulative total return of Nasdaq Marketdx over such period. Cumulative return assumesesihgestment of dividends, and is
expressed in dollars based on an assumed investi®h00.

BCB Bancorp, Inc.

Total Return Performance
[LINE GRAPH OMITTED]

Period Ending

Index 05/01/03 12/31/03 12 /31/04 12/31/05 06/30/06 12/31/06
BCB Bancorp, Inc. 100.00 153.65 167.18 170.24 168.06 186.53
NASDAQ Composite 100.00 136.50 148.99 15253 150.88 168.38
SNL Bank Index 100.00 126.27 14150 143.43 150.52 167.77
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On April 27, 2005, our Board of Directors approvestock repurchase program for the repurchase tof 149,677 shares (approximately
187,096 shares on a split-adjusted basis) of omnoon stock. Set forth below is information regagdpurchases of our common stock made
by or on behalf of the Company during the fourtlarger of 2006.

Total number of shares

purchased as part of a Number of shares
Total number of shares Average price per  publicly announced re maining to be purchased
Period purchased share paid program under program
October 1-31............ 473 $15.90 473 131,803
November 1-30........... - - - 131,803
December 1-31........... - - - 131,803

ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

The following tables set forth selected consoliddtistorical financial and other data of BCB Bamdnc. at and for the year's ended
December 31, 2006, 2005, 2004, and 2003 and fooay Community Bank at and for the year ended Dbeei®1, 2002. The information
derived in part from, and should be read togethitr,ihe audited Consolidated Financial StatemantsNotes thereto of BCB Bancorp, Inc.
Per share data has been adjusted for all periogslézt the common stock dividends paid by the @any and Bank.

Sel ected financial condition data at December 31,
2006 2005 2004 2003 2002
(In Thousands)
Total assets ......ccccceevvennee $ 510,835 $ 466,242 $ 378,289 $ 300,676 $ 183, 108
Cash and cash equivalents ......... 25,837 25,147 4,534 11,786 5, 144
Securities, held to maturity. ..... 148,672 140,002 117,036 90,313 50, 602
Loans receivable .................. 318,130 284,451 246,380 188,786 122, 085
Deposits 382,747 362,851 337,243 253,650 163, 519
BOrrowings ........ccoceeeevnenne 74,124 54,124 14,124 25,000 -
Stockholders' equity .............. 51,963 47,847 26,036 21,167 18, 772
Sele cted operating data for the year ended December 31,
2006 2005 2004 2003 2002
( In thousands, except for per share amounts)

Net interest income ............... $ 17,784 $ 15883 $ 13,755 $ 9,799 $ 5, 960
Provision for loan losses ......... 625 1,118 690 880 843
Non-interest income .......... . 915 623 480 336
Non-interest expense 8,206 7,661 5,390 3, 272
Income taXx ........cccee... 2,745 2,408 1,614 872
Net income ........ccccecveuenee. $ 4729 $ 3619 $ 2,395 $ 1, 309
Net income per share:

BasiC ....ccoocveeriiiiiiens $ 111 $ 125 $ 097 $ 067 $ O 43

Diluted ......cceevveiiinnn $ 1.08 $ 120 $ 093 $ 064 $ O 43
Dividends declared per share. ..... $ 0.30 $ - $ - % - $ -




At or for the Years Ended December 31,

2006 2005 2004 2003 2002

Selected Financial Ratios and Other Data:
Return on average assets (ratio of net income to
average total assets) .......ccccevveeennns 1.13% 1.14% 1.01% 1.03% 0.86%
Return on average stockholders' equity (ratio of

income to average stockholders' equity) ...... 11.12 16.00 15.45 11.97 8.68
Non-interest income to average assets .......... 0.26 0.21 0.17 0.21 0.22
Non-interest expense to average assets ......... 1.96 1.98 2.15 2.32 2.16
Net interest rate spread during the period.. ... 3.19 3.69 3.73 4.03 3.60
Net interest margin (net interest income to aver

interest earning assets) .....ccoccvveeeeeee 3.69 3.98 3.96 4.34 4.03
Ratio of average interest-earning assets to aver age

interest-bearing liabilites .........co.... .. ... 118.09 112.33 111.63 116.42 118.87
Cash dividend payout ratio .........ccecveeeeee L 26.98 - - - --

Asset Quality Ratios:
Non-performing loans to total loans at end of pe riod ..... 0.10 0.36 0.40 0.20 0.05
Allowance for loan losses to non-performing loan s at

endof period .....ccoovvvvvveviieeiiee. 1,155.73 299.42 249.60 547.48 1,840.73
Allowance for loan losses to total loans at end of

115 o Yo R 1.16 1.07 1.01 111 1.00

Capital Ratios:
Stockholders' equity to total assets at end of p eriod .... 10.17 10.26 6.88 7.04 10.25
Average stockholders' equity to average total as sets ..... 10.19 7.14 6.57 8.62 9.94
Tier 1 capital to average assets .......coee.... L. 10.91 7.75 7.75 7.02 10.25
Tier 1 capital to risk weighted assets ........ ... 15.36 11.59 11.84 10.47 15.01

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS

OF OPERATIONS

General

This discussion, and other written material, amdeshents management may make, may contain cestaward-looking statements regarding
the Company's prospective performance and strat@gthin the meaning of Section 27A of the Secesithct of 1933, as amended, and
Section 21E of the Securities Exchange Act of 1834amended. The Company intends such forwarddgaltatements to be covered by the
safe harbor provisions for forward-looking statetsezontained in the Private Securities Litigaticgféd®m Act of 1995, and is including this
statement for purposes of said safe harbor prawssio

Forward-looking information is inherently subjectrisks and uncertainties, and actual results cdifldr materially from those currently
anticipated due to a number of factors, which idelubut are not limited to, factors discussed @@ompany's Annual Report on Form 10-K
and in other documents filed by the Company with$ecurities and Exchange Commission. Forward-tmp&iatements, which are based on
certain assumptions and describe future plandegies and expectations of the Company, are géyétahtified by the use of the words
"plan," "believe," "expect," "intend," "anticipaté'estimate," "project,” "may," "will," "should,"c¢ould," "predicts," "forecasts," "potential,"
“continue" or similar terms or the
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negative of these terms. The Company's abilityréalist results or the actual effects of its planstoategies is inherently uncertain.
Accordingly, actual results may differ materialtpiin anticipated results.

Factors that could have a material adverse efiethe operations of the Company and its subsidianigude, but are not limited to, changes
in market interest rates, general economic condtitegislation, and regulation; changes in mogedad fiscal policies of the United States
Government, including policies of the United Stafesasury and Federal Reserve Board; changes nuiddéy or composition of the loan or
investment portfolios; changes in deposit flowsnpetition, and demand for financial services, loaeposits and investment products in the
Company's local markets; changes in accountingiplies and guidelines; war or terrorist activitiasgd other economic, competitive,
governmental, regulatory, geopolitical and techgadal factors affecting the Company's operationigjmg and services.

Readers are cautioned not to place undue reliamtiesse forward-looking statements, which speai aslof the date of this discussion.
Although the Company believes that the expectatiefiscted in the forward-looking statements assomable, the Company cannot
guarantee future results, levels of activity, perfance or achievements. Except as required bycgtydi law or regulation, the Company
undertakes no obligation to update these forwao#titay statements to reflect events or circumstatizatsoccur after the date on which such
statements were made.

Critical Accounting Policies

Critical accounting policies are those accountinlicges that can have a significant impact on tleen@any's financial position and results of
operations that require the use of complex andestibe estimates based upon past experiences amberaent's judgment. Because of the
uncertainty inherent in such estimates, actualtesay differ from these estimates. Below are ¢hoslicies applied in preparing the
Company's consolidated financial statements thatag@ment believes are the most dependent on tlieatjmm of estimates and
assumptions. For additional accounting policies,Sete 2 of "Notes to Consolidated Financial Staets."

Allowance for Loan Losses

Loans receivable are presented net of an allowfomdean losses. In determining the appropriatel®f the allowance, management
considers a combination of factors, such as ecanamd industry trends, real estate market conditisize and type of loans in portfolio,
nature and value of collateral held, borrowersfiicial strength and credit ratings, and prepayraedtdefault history. The calculation of the
appropriate allowance for loan losses requireshatantial amount of judgment regarding the imp#&¢he aforementioned factors, as well as
other factors, on the ultimate realization of loagseivable.

Stock Options

The Company had, through December 31, 2005, thieeho account for stock options using either Aadg Principles Board Opinion No.
25 ("APB 25") or SFAS No. 123, "Accounting for SkeBased Compensation.” For the year ended DeceBih&005, the
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Company elected to use the accounting method wigBr25 and the related interpretations to accoomit$ stock options. Under APB 25,
generally, when the exercise price of the Compastgsk options equals the market price of the Uginhgy stock on the date of grant, no
compensation expense is recognized. On Decemb@008, the Board of Directors of the Company apedothe accelerated vesting and
exercisability of all unvested and unexercisabbelsptions granted as a part of the 2003 and 380& Option Plans effective December
20, 2005. Had the Company elected to use SFAS Rbtd account for its stock options under the ¥aiue method, it would have been
required to record compensation expense and,@suli,rdiluted earnings per share for the fiscaryended December 31, 2005 and 2004
would have been lower by $0.32 and $0.14 respégtie stock options were granted prior to 2002 Siete 2 to "Notes to Consolidated
Financial Statements." Effective January 1, 2006,Gompany accounts for stock options pursuanE&SSNo. 123 (revised 2004). The
acceleration of vesting was done primarily to avbiel recording of compensation expense in futuegsyeSee discussions under Recent
Accounting Pronouncements for our analysis of thpact of SFAS No. 123 (revised 2004) on currentfatte operations.

Financial Condition

Comparison at December 31, 2006 and at December 2005

Since we commenced operations in 2000 we have stwghow our assets and deposit base consistémtonr capital requirements. We of
competitive loan and deposit products and seekstinduish ourselves from our competitors through gervice and availability. Total assets
increased by $44.6 million or 9.6% to $510.8 milliat December 31, 2006 from $466.2 million at Deloen81, 2005 as the Company
continued to grow the Bank's balance sheet withdamd securities funded primarily through growttihie Bank's deposit base, the utiliza
of wholesale funding sources, specifically Fedelaine Loan Bank advances and the net proceeds foomffering of common stock in
December 2005.

Total cash and cash equivalents increased by $89@/02.7% to $25.8 million at December 31, 20@6rf1$25.1 million at December 31,
2005 as the Company recognized the attractiverfdspi@ investments during the current invertedlglicurve environment. Securities held-
to-maturity increased by $8.7 million or 6.2% to $I48hillion at December 31, 2006 from $140.0 millmnDecember 31, 2005. The incre
was primarily attributable to the purchase of $3Wibion of callable agency securities partiallyfsst by call options exercised on $12.5
million of callable agency securities, maturitiésb@1.5 million of callable agency securities add8million of repayments and prepayments
in the mortgage backed securities portfolio dutimgyear ended December 31, 2006.

Loans receivable increased by $33.6 million or ¥4t8 $318.1 million at December 31, 2006 from $384illion at December 31, 2005. The
increase resulted primarily from a $26.2 milliognease in real estate mortgages comprising resdlesammercial and construction loans,
net of amortization, a $8.0 million increase in somer loans, net of amortization, and a $127,00@ase in commercial loans consisting
primarily of business loans and commercial linesreflit partially offset by a $643,000 increaséhia allowance for loan losses. At Decenr
31, 2006, the allowance for loan losses was $3llfomor 1.16% of loans receivable. The growthaars receivable was primarily
attributable to competitive pricing in a lower than
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historically normal interest rate environment andbaant local economy where residential constarctind rehabilitation remain active.

Deposit liabilities increased by $19.8 million ob% to $382.7 million at December 31, 2006 fromZ9@million at December 31, 2005. The
increase resulted primarily from an increase of. $%8illion or 40.7% in time deposits to $200.8 iifl from $142.7 million and an increase
of $11.7 million or 22.2% in demand deposits to.8a4illion from $52.6 million, partially offset by decrease of $49.9 million or 29.8% in
savings and club accounts to $117.6 million fror6&% million. The increase in certificate of depdilances and the decrease in saving:
club account balances resulted primarily from in&kdisintermediation brought on by the serieseddtal Open Market Committee short-
term interest rate increases and the increasirahypetitive local market for deposit growth. The Bdras been able to achieve these growth
rates through competitive pricing on select depositiucts.

Borrowed money increased by $20.0 million or 3710%$74.1 million at December 31, 2006 from $54.1liar at December 31, 2005. The
increase in borrowings reflects the use of longiteederal Home Loan Bank advances to augment dsfssthe Bank's funding source for
originating loans and investing in Government Spoad Enterprise (GSE) investment securities.

Total stockholders' equity increased by $4.2 millay 8.8% to $52.0 million at December 31, 2006rfi$47.8 million at December 31, 2005.
The increase in stockholders' equity primarilyeefs net income of $5.6 million for the year en@egtember 31, 2006 partially offset by the
distribution of a special cash dividend paid torehalders during the third quarter of $0.30 perstwa $1.5 million. At December 31, 2006
the Bank's Tier 1 leverage, Tier 1 risk-based aoiiTrisk-based capital ratios were 10.48%, 15.26fb 16.43% respectively.

Analysis of Net Interest Income

Net interest income is the difference between @geincome on intere-earning assets and interest expense on interastigdiabilities. Net
interest income depends on the relative amounitg@fest-earning assets and intefestring liabilities and the interest rates earneplid on
them, respectively.
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The following tables set forth balance sheets, ayeields and costs, and certain other informdtiothe periods indicated. All average

balances are daily average balances. The yieldersletbelow include the effect of deferred feeiscdunts and premiums, which are included
in interest income.

At Decembe r 31,2006 The year ended December 31, 2006 The year ended December 31, 2005
Actual Interest Average Interest Average
Actual Yield/ Average earned/ Yield/ Av erage earned/ Yield/
Balance Cost  Balance paid Cost(4) Ba lance paid Cost (4)
(Dollars in thousands)
Interest-earning assets:
Loans receivable ..................... $321,106 7.43% $315,493 $22,770 7.22% $2 74,306 $18,760 6.84%
Investment securities(l) ............. 152,396 5.38 153,628 8,046 5.24 1 24,315 6,297 5.07
Interest-bearing deposits ............ 22,437 5.14 12,569 445 3.54 4,700 71 1.51
Total interest-earning assets ....... 495,939 6.69% 481,690 31,261 6.49% 4 03,321 25,128 6.23%
Interest-earning liabilities:
Interest-bearing demand deposits ..... $ 21,007 1.44% $21,397 302 1.41% $ 20,815 284 1.36%
Money market deposits ................ 8,022 4.38 3,353 124 3.70 2,289 45 1.97
Savings deposits ........ . 117,617 1.83 137,046 2,611 1.91 1 83,288 3,958 2.16
Certificates of deposit . .. 200,826 4.81 182,340 7,807 4.28 1 16,560 3,736 3.21
BOrrowings ........cccceeuen. 74,124 4.50 63,775 2,633 4.13 33,527 1,222 3.64
Total interest-bearing liabilities .. 421,596 3.75% 407,911 13,477 3.30% 3 56,479 9,245 2.59%
Net interest income ................... $17,784 $15,883
Interest rate spread(2) ............... 2.94% 3.19% 3.64%
Net interest margin(3) ................ 3.69% 3.94%
Ratio of interest-earning assets to
interest-bearing liabilities ......... 117.63% 118.09% 113.14%

(1) Includes Federal Home Loan Bank of New Yorlckto

(2) Interest rate spread represents the differbat@een the average yield on interest-earning .8set the average cost of interest-bearing
liabilities.

(3) Net interest margin represents net interegirimeas a percentage of average interest-earniatsass

(4) Average yields are computed using annualizezté@st income and expense for the periods.

The year ended December 31, 2004

Average
Balance

Interest

Average

earned/paid Yield/Cost (4)

Interest-earning assets:
Loans receivable

(Dollars in thousands)

$ 221,257 $ 14,784 6.68%

Investment securities(1) 108,297 5,757 5.32
Interest-bearing deposits ...........cccceeenee 17,721 159 0.90

Total interest-earning assets .................. 347,275 20,700 5.96%
Interest-earning liabilities:

Interest-bearing demand deposits ................ $ 21,105 299 1.42%
Money market deposits .........ccccceveeveernnn. 2,622 52 1.98
Savings deposits ........... 181,383 3,981 2.20
Certificates of deposit 80,336 2,153 2.68
BOITOWINGS ....ovveeiiiiiiieeeeiiee e 25,660 460 1.79
Total interest-bearing liabilities ............. 311,106 6,945 2.23%
Net interest inCOMe .........cccccevvererrnenns $ 13,755

Interest rate spread(2)



Net interest margin(3) .......ccccoevvveeerinns 3.96%

Ratio of average interest-earning assets to
average interest-bearing liabilities ............ 111.63%

(1) Includes Federal Home Loan Bank of New Yorlckto

(2) Interest rate spread represents the differbat@een the average yield on interest-earning .8set the average cost of interest-bearing
liabilities.

(3) Net interest margin represents net interegirimeas a percentage of average interest-earniatsass
(4) Average yields are computed using annualizeztést income and expense for the periods.
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Rate/Volume Analysis

The table below sets forth certain information regg changes in our interest income and intengstrse for the periods indicated. For each
category of interest-earning assets and interesirigeliabilities, information is provided on chawmattributable to (i) changes in average

volume (changes in average volume multiplied byrate); (ii) changes in rate (change in rate mliétipby old average volume); (iii) chanc
due to combined changes in rate and volume; afdh@net change.

Interest income:

Years Ended December 31,

06 vs. 2005 2005
ase/(Decrease) Increas
Due to D
———————————————————— Total mmmemeeeeeen

(In Thousands)

e/(Decrease)
ue to
————————————————— Total
Rate/  Increase
ate Volume (Decrease)

Loans receivable ...... $1,037 $ 156 $4,010 $3351 $ 540 $ 85 $3,976
Investment securities 214 50 1,749 851 (271) (40) 540
Interest-bearing depo
with other banks ..... 95 160 374 (117) 109 (80) (88)
1,346 366 6,133 4,085 378 (35) 4,428
Interest expense:
Interest-bearing demand accounts .... 8 10 -- 18 4) (11) -- (15)
Money market ..........ccccceeeeneene 40 18 79 @) -- -- 7)
Savings and club (466) 118 (1,347) 42 (64) 1) (23)
Certificates of Deposits . s 1,255 708 4,071 971 422 190 1,583
Borrowed funds .........c.cccceee. s 162 146 1,411 141 474 147 762
Total interest-bearing liabilities .. 2,241 1,001 990 4,232 1,143 821 336 2,300
Change in net interest income ........ $2,180 $ 345 $ (624) $1,901 $2942 $ (443) $ (371) $2,128

Results of Operations for the Years Ended Decemb&1, 2006 and 2005

Net income increased by $838,000 or 17.7% to $&#iibn for the year ended December 31, 2006 frah¥$ million for the year ende
December 31, 2005. The increase in net incometessptimarily from increases in net interest incamne noninterest income and a decre
in the provision for loan losses, partially offegtincreases in non-interest expense and inconas t&et interest income increased by $1.9
million or 11.9% to $17.8 million for the year embdBecember 31, 2006 from $15.9 million for the yeaded December 31, 2005. This
increase resulted primarily from an increase imrage interest earning assets of $78.4 million o4%9to $481.7 million for the year ended
December 31, 2006 from $403.3 million for the yeaded December 31, 2005 and an increase in thiegfiehverage interest earning assets
to 6.49% for the year ended December 31, 2006 6@8% for the year ended December 31, 2005, pgrtéfset by an increase in average
interest bearing liabilities of $51.4 million or 246 to $407.9 million for the year ended Decemlder2006 from $356.5 million for the year
ended December 31, 2005 and an increase in th@fcagerage interest bearing liabilities to 3.30@%n0the year ended December 31, 2006
from 2.59% for the year ended December 31, 2008.di$proportionate increase in the cost of depasitsompared to our yield on assets
reduced our net interest margin to 3.69% for ther ymded December 31, 2006 from 3.94% for the gvded December 31, 2005.
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Interest income on loans receivable increased by ¥dlion or 21.3% to $22.8 million for the yeanded December 31, 2006 from $18.8
million for the year ended December 31, 2005. Tloegase was primarily due to an increase in avdoages receivable of $41.2 million or
15.0% to $315.5 million for the year ended Decen81er2006 from $274.3 million for the year endect®&aber 31, 2005 and an increase in
the average yield on loans receivable to 7.22%Heyear ended December 31, 2006 from 6.84% foyd¢he ended December 31, 2005. The
increase in the average balance of loans refleatsagement's philosophy of deploying funds in highelding loans, specifically commercial
real estate loans as opposed to lower yieldingsimrents in government securities. The increasedrage yield reflects the Bank's diligence
in deploying funds into prime based lending prodwehose yield increased as the Federal Open M&deimittee continued to increase
short-term interest rates throughout the first b&2006.

Interest income on securities increased by $1.Ttomr 27.8% to $8.05 million for the year endedcember 31, 2006 from $6.30 million
for the year ended December 31, 2005. The inciwaseprimarily attributable to an increase in therage balance of securities of $29.3
million or 23.6% to $153.6 million for the year estiDecember 31, 2006 from $124.3 million for tharyended December 31, 2005, and an
increase in the average yield on securities to%.f% the year ended December 31, 2006 from 5.001%hE year ended December 31, 2005.
The increase in average balances reflects, inliberee of higher yielding loan product, the reitmesnt of the public offering proceeds from
late 2005 as well as the on-going leverage stratétjythe use of Federal Home Loan Bank advances.

Interest income on other interest-earning assetsisiing primarily of federal funds sold increa®sd$374,000 or 526.8% to $445,000 for the
year ended December 31, 2006 from $71,000 for ¢lae gnded December 31, 2005. This increase wasuplyrdue to an increase in t
average balance of other interest-earning assé&®.8fmillion or 168.1% to $12.6 million for theareended December 31, 2006 from $4.7
million for the year ended December 31, 2005 antharease in the average yield on other interestieg assets to 3.54% for the year ended
December 31, 2006 from 1.51% for the year endecidéer 31, 2005. During 2006, as short term inteedset increased through the first
half of the year, and the yield curve became anthieed inverted through the second half of the yieareased balances in cash and cash
equivalent accounts, in the absence of higher iyigltban product, provided a competitive yield wehélffording management the latitude to
research more profitable investment opportunities.

Total interest expense increased by $4.23 millio#57% to $13.48 million for the year ended Decengi, 2006 from $9.25 million for the
year ended December 31, 2005. This increase rddudtm an increase in average total interest bgateposit liabilities of $21.1 million ¢
6.5% to $344.1 million for the year ended Decen8igr2006 from $323.0 million for the year ended &aber 31, 2005, and an increase of
$30.3 million or 90.4% in average borrowings to $6&iillion for the year ended December 31, 2006f$33.5 million for the year ended
December 31, 2005, as well as an increase in thage cost of interest bearing liabilities to 3.3@¥ithe year ended December 31, 2006
from 2.59% for the year ended December 31, 2005.
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The provision for loan losses totaled $625,000%hd million for the years ended December 31, 2062005, respectively. The provision
for loan losses is established based upon managsmariew of the Bank's loans and consideratioa wériety of factors including, but not
limited to, (1) the risk characteristics of therdgaortfolio, (2) current economic conditions, (8}l losses previously experienced, (4) the
significant level of loan growth and (5) the exigtilevel of reserves for loan losses that are ptesaind estimable. During 2006, the Bank
experienced $18,000 in net recoveries (consistir§Bb,000 in recoveries and $67,000 in charge-obisiying 2005, the Bank experienced
$534,000 in net charge-offs (consisting of $546,®0¢harge-offs and $12,000 in recoveries) relg@aarily to the foreclosure and
bankruptcy of one lending relationship and two carcial heavy equipment loans. The Bank had nondattoans totaling $323,000 at
December 31, 2006 and $787,000 at December 31, ZB@5allowance for loan losses stood at $3.7 amilbr 1.16% of gross total loans at
December 31, 2006 as compared to $3.1 million @r%. of gross total loans at December 31, 2005.arheunt of the allowance is based on
estimates and the ultimate losses may vary frorh sstimates. Management assesses the allowanicafolosses on a quarterly basis and
makes provisions for loan losses as necessandar éo maintain the adequacy of the allowance. gmiknagement uses available
information to recognize loses on loans, futurenltwess provisions may be necessary based on chantiesaforementioned criteria. In
addition, various regulatory agencies, as an iadggart of their examination process, periodicadlyiew the allowance for loan losses and
may require the Bank to recognize additional priovis based on their judgment of information avaéab them at the time of their
examination. Management believes that the allowémrclvan losses was adequate at both Decemb&0B8, and 2005.

Total non-interest income increased by $345,00870r% to $1.3 million for the year ended Decemtier2®06 from $915,000 for the year
ended December 31, 2005. The increase inini@mest income resulted primarily from a $322,000.02.9% increase in gain on sales of Ic
originated for sale to $635,000 from $322,000. Thisease was the result of a 99.4% increase indhene of loans sold to $34.1 million
from $17.1 million.

Total non-interest expense increased by $1.4 mithio17.1% to $9.6 million for the year ended DebenB1, 2006 from $8.2 million for the
year ended December 31, 2005. The increase in@a66rimarily due to an increase of $782,000 or%vin salaries and employee bene
expense to $5.2 million for the year ended DecertheP006 from $4.4 million for the year ended Daber 31, 2005 as the Bank increased
staffing levels and compensation in an effort twise its growing customer base. Full time equiaalemployees increased to eighty-seven
(87) at December 31, 2006 from eighty-two (82) at@mber 31, 2005 and seventy-five (75) at Deceldbe?004. Occupancy expense
increased by $199,000 or 28.4% to $900,000 foyé&@e ended December 31, 2006 from $701,000 foyehe ended December 31, 2005
primarily as a result of the Bank securing a l€as¢he opening of a branch office in Hoboken, Niewsey. It is anticipated that this office
will commence operations during the first half 60Z. Equipment expense increased by $153,000 &6 to%1.73 million for the year ended
December 31, 2006 from $1.58 million for the yeadexd December 31, 2005. The primary componenti@etkpense item is data service
provider expense which increases with the growttnefBank's assets. Advertising expense increags&d &5,000 or 100.6% to $329,000 for
the year ended December 31, 2006 from $164,00théyear ended December 31, 2005. The
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increase in advertising expense relates to adeargats for deposit and loan promotions in an effoattract additional business during the
past year. Other non-interest expense increas&d 2y,000 or 9.5% to $1.46 million for the year esh@&cember 31, 2006 from $1.33
million for the year ended December 31, 2005. Tioegase in other non-interest expense is primatitibutable to increases in expenses
commensurate with a growing franchise. Other nder@st expense is comprised of directors' feeBpstay, forms and printing, professional
fees, legal fees, check printing, correspondenk lhegs, telephone and communication, sharehold&iars and other fees and expenses.

Income tax expense increased $475,000 or 17.3%.2orgillion for the year ended December 31, 2006nff2.7 million for the year ended
December 31, 2005 reflecting increased pre-taxmecearned during the former time period. The cadatdd effective income tax rate for
the year ended December 31, 2006 was 36.6% anlddegrear ended December 31, 2005 was 36.7%.

Results of Operations for the Years Ended Decemb&l, 2005 and 2004

Net income increased by $1.1 million or 30.6 %4o7$illion for the year ended December 31, 200&f$3.6 million for the year end:
December 31, 2004. This increase in net incomectflincreases in net interest income and noneistémcome, partially offset by increases
in the provision for loan losses, natterest expense and income taxes. Net interesiriadncreased by $2.1 million or 15.2% to $15.9iam
for the year ended December 31, 2005 from $13.Bomifor the year ended December 31, 2004. Thieeimse resulted primarily from an
increase in average net interest earning ass&s006 million or 29.3% to $46.8 million for the yeended December 31, 2005 from $36.2
million for the year ended December 31, 2004 piytafset by a slight decrease in the net intereatgin to 3.94% for the year ended
December 31, 2005 from 3.96% for the year endectidber 31, 2004. The slight decrease in our netdastenargin resulted primarily from
an increase in the average cost of interest behahbijties to 2.59% for the year ended DecembkrZD05 from 2.23% for the year ended
December 31, 2004, partially offset by an incraagbe yield on interest earning assets to 6.234He year ended December 31, 2005 from
5.96% for the year ended December 31, 2004.

Interest income on loans receivable increased by $dlion or 27.0% to $18.8 million for the yeandeed December 31, 2005 from $14.8
million for the year ended December 31, 2004. Tioegase was primarily due to an increase in avdoages receivable of $53.0 million or
23.9% to $274.3 million for the year ended Decendier2005 from $221.3 million for the year endedt®aber 31, 2004 and an increase in
the average yield on loans receivable to 6.84%hewyear ended December 31, 2005 from 6.68% foye¢he ended December 31, 2004. The
increase in the average balance of loans refleatsagement's philosophy of deploying funds in highelding loans, specifically commercial
real estate as opposed to lower yielding investmiengovernment securities. The increase in aveysge reflects the Bank's diligence in
deploying funds into prime based lending produdtese yield increased as the Federal Open Marken@ibee continued to increase short-
term interest rates throughout 2005.
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Interest income on securities increased by $54000@04% to $6.3 million for the year ended DecenBie 2005 from $5.8 million for the
year ended December 31, 2004. The increase wasiisirattributable to an increase in the averadars® of securities of $16.0 million
14.8% to $124.3 million for the year ended Decen8igr2005 from $108.3 million for the year endect&maber 31, 2004, partially offset by
a decrease in the average yield on securitied#¥b for the year ended December 31, 2005 from 5.182%e year ended December 31,
2004. The increase in average balances reflecrigming leverage strategy with the use of theeFeddHome Loan Bank advances.

Interest income on other interest-earning assetsisiing primarily of federal funds sold decreabg@$88,000 or 55.3% to $71,000 for the
year ended December 31, 2005 from $159,000 foyehe ended December 31, 2004. This decrease waandyi due to a decrease in t
average balance of other interest-earning ass&.7omillion for the year ended December 31, 20068 $17.7 million for the year ended
December 31, 2004 partially offset by an increasthé average yield on other interest-earning aseet.51% for the year ended December
31, 2005 from 0.90% for the year ended DecembeP@04. During 2005, the Bank decided to activelyage its liquid investments in order
to redeploy its earning assets into higher yieldoans and securities in an effort to maximize nregu

Total interest expense increased by $2.3 millioB3B% to $9.2 million for the year ended Decenir2005 from $6.9 million for the year
ended December 31, 2004. This increase resulted droincrease in average total interest bearingsiefabilities of $37.6 million or 13.2%
to $323.0 million for the year ended December 8D52from $285.4 million for the year ended DecenBier2004, and an increase of $7.8
million in average borrowings to $33.5 million ae&mber 31, 2005, from $25.7 million for the yeaded December 31, 2004, as well as an
increase in the average cost of interest bearayliies to 2.59% for the year ended Decembe2805 from 2.23% for the year ended
December 31, 2004.

The provision for loan losses totaled $1.1 millaond $690,000 for the years ended December 31, 2002004, respectively. The provision
for loan losses is established based upon managemeview of the Bank's loans and consideratioa adriety of factors including, but not
limited to, (1) the risk characteristics of thergaortfolio, (2) current economic conditions, (8Jual losses previously experienced, (4) the
significant level of loan growth and (5) the exigfilevel of reserves for loan losses that are ptesaind estimable. During 2005, the Bank
experienced $534,000 in net charge-offs (consigifrp46,000 in charge-offs and $12,000 in recagrielated primarily to the foreclosure
and bankruptcy of one lending relationship and temmercial heavy equipment loans. During 2004 Béek experienced $297,000 in net
charge-offs (consisting of $332,000 in charge-affd $35,000 in recoveries) related entirely tolidngdation of five commercial heavy
equipment loans. The Bank had racerual loans totaling $787,000 at December 31520@ $553,000 at December 31, 2004. The allow
for loan losses stood at $3.1 million or 1.07% w3 total loans at December 31, 2005 as comparg2l.5 million or 1.01% of gross total
loans at December 31, 2004. The amount of the alhoe is based on estimates and the ultimate lossgvary from such estimates.
Management assesses the allowance for loan lopsegaarterly basis and makes provisions for loaeds as necessary in order to maintain
the adequacy of the allowance. While managemeist asailable information to recognize loses on lpéuitsire loan loss

43



provisions may be necessary based on changes &idrementioned criteria. In addition, various dagary agencies, as an integral part of
their examination process, periodically review éiewance for loan losses and may require the Bam&cognize additional provisions based
on their judgment of information available to thatrthe time of their examination. Management beléethat the allowance for loan losses
was adequate at both December 31, 2005 and 2004.

Total non-interest income increased by $292,000608% to $915,000 for the year ended December@15 from $623,000 for the year
ended December 31, 2004. The increase in non-giter@ome resulted primarily from a $177,000 insesi gain on sales of loans originated
for sale, a $56,000 decrease in losses on salemeperforming loans as the Bank did not sell arshdoans or record any gain or loss there-
from during the year ended December 31, 2005 apared to a $56,000 loss recorded during the yededeBDecember 31, 2004, a $31,000
increase in fees, service charges and other ineom& $28,000 gain on sale of securities held-turitg in the current year. The
aforementioned gain on sale of securities was aptished from securities originally designated alslie-maturity. Because certain languz
located in the text of FASB 115 allows for the saflsecurities designated as held-to-maturity ifaia criteria are met, management
undertook the research necessary to make theimaietgion that such sales were permitted. Upontsorwf the text and concurrence and
confirmation with the Company's independent exteanditor, the allowable transactions were consutetha

Total non-interest expense increased by $545,000186 to $8.2 million for the year ended Decemter2®05 from $7.7 million for the year
ended December 31, 2004. The increase in 2005 mraandy due to an increase of $452,000 or 11.4%adlaries and employee benefits
expense to $4.4 million for the year ended DecertheP005 from $4.0 million for the year ended Daber 31, 2004 as the Bank increased
staffing levels and compensation in an effort tivise its growing customer base. Full time equinalemployees increased to eighty-two (82)
at December 31, 2005 from seventy-five (75) at Ddmer 31, 2004 and sixty-six (66) at December 3032@n increase in the aggregate of
$202,000 or 9.0% was recorded in the categories@ipancy, equipment and advertising expense tbriilflion for the year ended
December 31, 2005 from $2.2 million for the yeadeshDecember 31, 2004 as these expense increasesnamensurate with a growing
franchise. These increases were partially offset tgcrease of $109,000 or 7.6% in other non-istengense to $1.3 million for the year
ended December 31, 2005 from $1.4 million for tharyended December 31, 2004. Other non-interesinesepis comprised of director fees,
stationary, forms and printing, professional fdegal fees, check printing, correspondent bank, fieésphone and communication,
shareholder relations and other fees and expefkeslecrease in other non-interest expense is plynadtributable to decreased legal,
professional and shareholder relation expensdyea€ompany incurred expenses associated with astedtproxy contest initiated by an
opposing slate of directors during the year endedeber 31, 2004. No such additional expenses iwewered during the year ended
December 31, 2005.

Income tax expense increased by $337,000 or 14082.7 million for the year ended December 31, 206& $2.4 million for the year
ended December 31, 2004 reflecting pre-tax incoh$¥ & million earned during the year ended Decemlie 2005 compared to pre-tax
income of $6.0 million earned during the year enDedember 31, 2004, partially offset by the
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formation of BCB Holding Company Investment Corhe(Investment Company"). The Investment CompamNew Jersey Investment
Company wholly owned by the Bank, is subject téadesincome tax rate of 3.6% as compared to tHé 9ade paid by the Company and the
Bank. The Investment Company was funded by a teamdfsecurities from the Bank. The utilizationtieé Investment Company to hold
investments during the year ended December 31, g@liiced consolidated income tax expenses by ajppatedy $223,000 and reduced the
consolidated effective income tax rate by approxétye3.0%. The Company's effective tax rate wag@sfor the year ended December 31,
2005 as compared to 40.0% for the year ended Dezredih 2004.

Liquidity and Capital Resources

Our funding sources include income from operatiaieposits and borrowings and principal payment®ans and investment securities.
While maturities and scheduled amortization of kand securities are predictable sources of fulej®sit outflows and mortgage
prepayments are greatly influenced by the geneval lof interest rates, economic conditions andpsdition.

Our primary investing activities are the originatiof commercial and multi-family real estate loamse-to four-family mortgage loans,
construction, commercial business and consumes|awell as the purchase of mortgage-backed thied imvestment securities. During
2006, loan originations totaled $119.6 million cargd to $133.7 million and $110.8 million for 20&&d 2004, respectively. The continued
strength of loan originations reflects managemaeittats to increase our total assets, the contirioeus on increasing commercial and multi-
family lending operations and the refinance mank&006.

During 2006, cash flow provided by the calls, mgitegs and principal repayments and prepaymentsweden securities held-to-maturity
amounted to $28.8 million compared to $25.5 millard $49.1 million in 2005 and 2004. Deposit gropttbvided $19.9 million, $25.6
million and $83.6 million of funding to facilita@sset growth for the years ending December 31,, 200 and 2004, respectively.
Borrowings increased $20.0 million in 2006 with &idehal borrowings of $70.0 million and repaymefi$0.0 million through the FHLB.

Loan Commitments. In the ordinary course of busirthe Bank extends commitments to originate resialesmd commercial loans and other
consumer loans. Commitments to extend credit ameagents to lend to a customer as long as the@ v#olation of any condition
established in the contract. Commitments genehalise fixed expiration dates or other terminaticausks and may require payment of a fee.
Since the Bank does not expect all of the commitmemnbe funded, the total commitment amounts daaoessarily represent future cash
requirements. The Bank evaluates each customed#worthiness on a case-by-case basis. Collateagibe obtained based upon
management's assessment of the customers' cretthitresms. Commitments to extend credit may be writte a fixed rate basis exposing the
Bank to interest rate risk given the possibilitattmarket rates may change between the commitnag¢atachd the actual extension of credit.
The Bank had outstanding commitments to originatefand loans of approximately $48.4 million andb®&million at December 31, 2006
and 2005, respectively.
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The following tables sets forth our contractualigdions and commercial commitments at Decembe306.

Payments due by period
Less than 1-3 3- 5 More than
Contractual obligations Total 1 Year Years Yea rs 5 Years

(In thousands)

Borrowed Money .........ccccceevveeveeveervenenne. .. $74124 $ - $ - % - $ 74,124
Lease obligations ...........ccccvvevviernnnnnn, 4,753 407 699 457 3,190
Certificates of deposit with original maturities

of one year or Mmore .........occcvveveeeeennnne 121,948 85,605 32,003 4 ,340
TOtal e ... $200,825 $ 86,012 $ 32,702 $ 4 797 $ 77,314

Recent Accounting Pronouncements

In September 2006, the FASB issued Statement Ng.Rd&ir Value Measurements, which defines fair @akstablishes a framework for
measuring fair value under U.S. GAAP, and expamsidakures about fair value measurements. StateNwrt57 applies to other account
pronouncements that require or permit fair valuasneements. The new guidance is effective for firrstatements issued for fiscal years
beginning after November 15, 2007, and for intepieniods within those fiscal years. We are curreatigluating the potential impact, if any,
of the adoption of FASB Statement No. 157 on oursotidated financial position, results of operasiamd cash flows.

On September 29, 2006, the FASB issued Statement®8 Employers' Accounting for Defined BenefinBien and Other Postretirement
Plans, which amends Statement Nos. 87 and 10@jtireerecognition of the overfunded or underfundidus of pension and other
postretirement benefit plans on the balance shiwter Statement 158, gains and losses, prior geodgsts and credits, and any remaining
transition amounts under Statement Nos. 87 andHdithave not yet been recognized through net giertzenefit cost will be recognized in
accumulated other comprehensive income, net offfexts, until they are amortized as a componenebdperiodic cost. The measurement
date -- the date at which the benefit obligatiod plan assets are measured -- is required to beothpany's fiscal year end. Statement 158 is
effective for publicly-held companies for fiscalaye ending after December 15, 2006, except fontbasurement date provisions, which are
effective for fiscal years ending after December2(8. The Company is currently analyzing theaff@f Statement 158 but does not ex|

its implementation will have a significant impact the Company's consolidated financial conditionesults of operations.

In September 2006, the FASB issued FASB Staff PosAUG AIR-1, Accounting for Planned Major Maintemce Activities, which is
effective for fiscal years beginning after Decembgy2006. This position statement eliminates ttezge-in-advance method of accounting
for planned major maintenance activities. We doaxpiect this pronouncement to have a significapiich on the determination or reporting
of our financial results.

On September 13, 2006, the Securities and Exch@ogenission ("SEC") issued Staff Accounting BullgtifiSAB") No. 108. SAB No. 108
provides interpretive guidance on how the effe€the carryover or reversal of prior year misstagats should be considered in quantifying a
potential current year misstatement. Prior to SAB N8, companies might evaluate the materialifiimancial-statement misstatements
using either the income statement
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or balance sheet approach, with the income stateapgmoach focusing on new misstatements adddukinurrent year, and the balance sheet
approach focusing on the cumulative amount of misstent present in a company's balance sheet.atéisstnts that would be material

under one approach could be viewed as immatera@giuanother approach, and not be corrected. SABLO® now requires that companies
view financial statement misstatements as matittiaéy are material according to either the incatatement or balance sheet approach. The
Company has analyzed SAB 108 and determined thall have no impact on the Company's consolidditeahcial condition or results of
operations.

In July 2006, the FASBB) issued FASB Interpretatidm 48, Accounting for Uncertainty in Income Taxas interpretation of FASB
Statement No. 109 (FIN 48), which clarifies the@atting for uncertainty in tax positions. This Iestation requires that companies
recognize in their financial statements the impdi tax position, if that position is more likelyan not of being sustained on audit, based on
the technical merits of the position. The provisiaf FIN 48 are effective for fiscal years begimpafter December 15, 2006, with the
cumulative effect of the change in accounting pplecrecorded as an adjustment to opening retagaedings. We are currently evaluating
impact of adopting FIN 48 on our consolidated ficiahstatements.

In February 2007, the FASB issued Statement No, 'TB® Fair Value Option for Financial Assets amdaRcial Liabilities-Including an
amendment of FASB Statement No. 115." StatementlB®.permits entities to choose to measure maayéial instruments and certain
other items at fair value. Unrealized gains anddssn items for which the fair value option hasrbelected will be recognized in earnings at
each subsequent reporting date. Statement No slé&f€erctive for our Company January 1, 2008. The@any is evaluating the impact that
the adoption of Statement No. 159 will have on@nsolidated financial statements.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

Management of Market Risk

Qualitative Analysis. The majority of our assets #iabilities are monetary in nature. Consequenthg of our most significant forms of
market risk is interest rate risk. Our assets, isting primarily of mortgage loans, have longer undiies than our liabilities, consisting
primarily of deposits. As a result, a principalfpafrour business strategy is to manage interéstrisk and reduce the exposure of our net
interest income to changes in market interest rétesordingly, our Board of Directors has estat#gtan Asset/Liability Committee which is
responsible for evaluating the interest rate nidierent in our assets and liabilities, for deterngrihe level of risk that is appropriate given
our business strategy, operating environment, @agifjuidity and performance objectives, and famaging this risk consistent with the
guidelines approved by the Board of Directors. &emanagement monitors the level of interest rigtean a regular basis and the
Asset/Liability Committee, which consists of senisanagement and outside directors operating ungeliey adopted by the Board of
Directors, meets as needed to review our assdlifljgtolicies and interest rate risk position.
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Quantitative Analysis. The following table presetiis Company's net portfolio value ("NPV"). Thesdcalations were based upon
assumptions believed to be fundamentally soundpatth they may vary from assumptions utilized theofiinancial institutions. The
information set forth below is based on data thaluided all financial instruments as of December2RD6. Assumptions have been made by
the Company relating to interest rates, loan prejat rates, core deposit duration, and the maddees of certain assets and liabilities ur
the various interest rate scenarios. Actual matuldttes were used for fixed rate loans and ceatdi@accounts. Investment securities were
scheduled at either the maturity date or the neix¢duled call date based upon management's judgrhesiether the particular security
would be called in the current interest rate emuinent and under assumed interest rate scenaridabléarate loans were scheduled as of
their next scheduled interest rate repricing datklitional assumptions made in the preparatiorhefNPV table include prepayment rates on
loans and mortgage-backed securities, core depuisitsut stated maturity dates were scheduled aitlassumed term of 48 months, and
money market and noninterest bearing accounts setreduled with an assumed term of 24 months. TRé MPPAR" represents the
difference between the Company's estimated valassdts and estimated value of liabilities assumighange in interest rates. The NPV
for a decrease of 300 basis points has been exthidee it would not be meaningful, in the intemedé environment as of December 31,
2006. The following sets forth the Company's NP\6BBecember 31, 2006.

NPV as a % of Assets

Change in  Net Portfolio $ Change from % Change from  --------m-mmmmmmmeeeeeee
calculation Value PAR PAR NPV Ratio Change
+300bp $ 34,390 $ (31,693) (47.96)% 7.49% (563)bp
+200bp 45,077 (21,006) (31.79) 9.53 (359)
+100bp 55,622 (10,461) (15.83) 11.40 (172)
PAR 66,083 - - 13.12 -
-100bp 71,033 4,950 7.49 13.84 72
-200bp 67,122 1,039 1.57 12.90 (22)

bp-basis points

The table above indicates that at December 31,,460Q6e event of a 100 basis point decrease erést rates, we would experience a 7.49%
increase in NPV. In the event of a 100 basis poitrease in interest rates, we would experience. 83% decrease in NPV.

Certain shortcomings are inherent in the methodolaged in the above interest rate risk measurervadeling changes in NPV require
making certain assumptions that may or may noecethe manner in which actual yields and costgard to changes in market interest re
In this regard, the NPV table presented assuméshtbaomposition of our interesensitive assets and liabilities existing at thgifm@ing of a
period remains constant over the period being medsand assumes that a particular change in intertes is reflected uniformly across the
yield curve regardless of the duration or repriaigpecific assets and liabilities. Accordinglithaugh the NPV table provides an indicat
of our interest rate risk exposure at a particpnt in time, such measurements are not intenolethd do not provide a precise forecast of
the effect of changes in market interest rateswmet interest income, and will differ from actwesults.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The financial statements identified in Item 15(xY{&reof are included as Exhibit 13 and are incafeal hereunder.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND

FINANCIAL DISCLOSURE

On April 1, 2005, Radics & Co. LLC, ("Radics") meywith Beard Miller Company LLP ("Beard Miller'dp become the Pine Brook, New
Jersey office of Beard Miller. As a result, on Adrj 2005, Radics resigned as independent audifdB€B Bancorp, Inc. On April 1, 2005,
BCB Bancorp, Inc. engaged Beard Miller as its sasoeindependent audit firm. BCB Bancorp, Inc.gagement of Beard Miller has been
approved by our Audit Committee.

The reports of Radics on our consolidated finarstiaiements as of and for the fiscal year ende@imber 31, 2004, contained no adverse
opinion or disclaimer of opinion and were not gfiatl or modified as to uncertainty, audit scopeacrounting principles.

During the years ended December 31, 2005 and 200@¥4in connection with the audit of our financi@tements for such periods and until
date of Radics' resignation, there were no disageeés between us and Radics on any matter of atingurinciples or practices, financial
statement disclosure, or auditing scope or proeedunich, if not resolved to the satisfaction oflRa, would have caused Radics to make
reference to such matter in connection with itsitangghorts on our financial statements.

We provided Radics with a copy of the above disgles in response to Item 304(a) of Regulation SVk.requested that Radics deliver to us
a letter addressed to the Securities and Exchangerission stating whether it agrees with the statésxmade by us in response to Iltem 304
(a) of Regulation S-K, and if not, stating the g in which it does not agree. A copy of Radéttet is filed as Exhibit 16 to a Form 8-K/A
filed on April 27, 2005.

ITEM 9A. CONTROLS AND PROCEDURES

(a) Evaluation of disclosure controls and proceslure

Under the supervision and with the participatiomof management, including our Chief Executive €ffiand Chief Financial Officer, we
evaluated the effectiveness of the design and tiperaf our disclosure controls and proceduresd@ed in Rule 13a-15(e) and 15d-15(e)
under the Exchange Act) as of the end of the figeat (the "Evaluation Date"). Based upon thatuaisdn, the Chief Executive Officer and
Chief Financial Officer concluded that, as of thealation Date, our disclosure controls and procesiwere effective in timely alerting them
to the material information relating to us (or @onsolidated subsidiaries) required to be includealr periodic SEC filings.

(b) Changes in internal controls.

49



There were no significant changes made in ourralerontrols during the period covered by this repo, to our knowledge, in other factors
that could significantly affect these controls sedpgent to the date of their evaluation.

See the Certifications pursuant to Section 30hef3arbanes-Oxley Act of 2002.

ITEM 9B. OTHER INFORMATION

None.

PART 11l

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE

The Company has adopted a Code of Ethics thatesptgithe Company's principal executive officemgipal financial officer, principal
accounting officer or controller or persons perforgnsimilar functions. The Code of Ethics is aviléafor free by writing to: President and
Chief Executive Officer, BCB Bancorp, Inc., 104-1A%enue C, Bayonne, New Jersey 07002. The Codé¢hi¢Eis filed as an exhibit to this
Form 10-K.

The "Proposal I--Election of Directors" sectiontbé Company's definitive Proxy Statement for thenpany's 2006 Annual Meeting of
Stockholders (the "2006 Proxy Statement") is inocaped herein by reference in response to theatisot requirements of ltems 401, 405,
406, 407(d)(4) and 407(d)(5) of Regulation S-K.

The information concerning directors and executifficers of the Company under the caption "Propéggdection of Directors" and
information under the captions "Section 16(a) BeiefOwnership Compliance” and "The Audit Commnettef the 2006 Proxy Statement is
incorporated herein by reference.

There have been no changes during the last yehe iprocedures by which security holders may recentmominees to the Company's
board of directors.

ITEM 11. EXECUTIVE COMPENSATION

The "Executive Compensation" section of the Com{za207 Proxy Statement is incorporated hereireBsrence.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND

RELATED STOCKHOLDER MATTERS

The "Proposal I--Election of Directors" sectiontbé Company's 2007 Proxy Statement is incorporateein by reference.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND DIRECTOR

INDEPENDENCE

The "Transactions with Certain Related Persondiaeand "Proposal I-Election of Directors--Boardi€pendence" of the Company's 2007
Proxy Statement is incorporated herein by reference

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Information required by Item 14 is incorporatedrbference to the Company's Proxy Statement foR@0& Annual Meeting of Stockholders,
"Proposal lI-Ratification of the Appointment of lependent Auditors--Fees Paid to Beard Miller CorydatP."

PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a)(2) Financial Statements

The exhibits and financial statement scheduled fie a part of this Form 10-K are as follows:

(A) Report of Independent Registered Public AccounEirm

(B) Consolidated Statements of Financial Conditsrof December 31, 2006 and 2005

(C) Consolidated Statements of Income for each@fvtears in the Three-Year period ended Decemhe2(BI6

(D) Consolidated Statements of Changes in Stoclensl@&Equity for each of the Years in the Three-Yesriod ended December 31, 2006
(E) Consolidated Statements of Cash Flows for @fthe Years in the Three-Year period ended Decei®dbe2006

(F) Notes to Consolidated Financial Statements

(a)(2) Financial Statement Schedules

All schedules are omitted because they are noinejor applicable, or the required informatiosi®wn in the consolidated statements o
notes thereto.

(b) Exhibits
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3.1 Certificate of Incorporation of BCB Bancorpg Itt**

3.2 Bylaws of BCB Bancorp, Inc.**

3.3 Specimen Stock Certificate*

10.1 Bayonne Community Bank 2002 Stock Option Pfan*

10.2 Bayonne Community Bank 2003 Stock Option Pfan*

10.3 2005 Director Deferred Compensation Plan****

10.4 Change in Control Agreement with Donald Mitheita**

10.5 Change in Control Agreement with James E.iiggt***

10.6 Change in Control Agreement with Thomas M. @ im*****

10.7 Change in Control Agreement with Olivia Klimf**

10.8 Change in Control Agreement with Amer Saleerfr*

10.9 Executive Agreement with Donald Mindiak*****

10.10 Executive Agreement with James E. Collins***

10.11 Executive Agreement with Thomas M. Coughlii**

10.12 Executive Agreement with Olivia Klim*****

10.13 Executive Agreement with Amer Saleem*****

10.14 Amendment to 2002 and 2003 Stock Option P1&fts

13 Consolidated Financial Statements

14 Code of Ethics***

21 Subsidiaries of the Company****

23 Accountant's Consent to incorporate consolidfieshcial statements in Form S-8
31.1 Certification of Chief Executive Officer puesu to Section 302 of the Sarbanes-Oxley Act 02200
31.2 Certification of Chief Financial Officer puest to Section 302 of the Sarbanes-Oxley Act 02200
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32 Certification of Chief Executive Officer and @hFinancial Officer pursuant to Section 906 of 8abanes-Oxley Act of 2002

* Incorporated by reference to the Form 8-K-12d@&dfiwith the Securities and Exchange CommissioManp 1, 2003.
** Incorporated by reference to the Form 8-K fileith the Securities and Exchange Commission on Déee 13, 2004.
*** Incorporated by reference to the Annual RepamtForm 10-K for the year ended December 31, 2004.

**** Incorporated by reference to the Company's Ré&gtion Statement on Form S-1, as amended, (Cesiom File Number 333-128214)
originally filed with the Securities and Exchangen@mission on September 9, 2005.

**++x Incorporated by reference to Exhibit 10.4, H) 10.6, 10.7, 10.8, 10.9, 10.10, 10.11, 10.1214nd3 to the Current Report on Form 8-K
filed with the Securities and Exchange CommissioiNovember 10, 2005.

**xxxk Incorporated by reference to the Annual Rep@n Form 10-K for the year ended December 315200
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Report of Independent Registered Publi ¢ Accounting Firm

To the Board of Directors and Stockholders
BCB Bancorp, Inc. and Subsidiaries
Bayonne, New Jersey

We have audited the accompanying consolidatednséaits of financial condition of BCB Bancorp, InadaSubsidiaries (the "Company") as
of December 31, 2006 and 2005, and the relatedbtidated statements of income, changes in stocknsleéquity, and cash flows for each of
the years in the three-year period ended Decentheé?0®6. These consolidated financial statemeetshar responsibility of the Company's
management. Our responsibility is to express aniopion these consolidated financial statementsdas our audits.

We conducted our audits in accordance with audi&bagdards of the Public Company Accounting Ovétdpard (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whetheotisolidated financial statements are
of material misstatement. The Company is not reguio have, nor were we engaged to perform, arn afids internal control over financial
reporting. Our audit included consideration of intd control over financial reporting as a basisdesigning audit procedures that are
appropriate in the circumstances, but not for tingpse of expressing an opinion on the effectiveidéshe Company's internal control over
financial reporting. Accordingly, we express nolsopinion. An audit includes examining, on a tesdib, evidence supporting the amounts
and disclosures in the consolidated financial stat@s. An audit also includes assessing the adoguptinciples used and significant
estimates made by management, as well as evaliubérmyerall consolidated financial statement pr&t@on. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the consolidated financial stateteeaferred to above present fairly, in all matenégpects, the consolidated financial posi
of BCB Bancorp, Inc. and Subsidiaries as of Decerithe 2006 and 2005, and the consolidated restitteed operations and their cash flows
for each of the years in the three-year period émcember 31, 2006, in conformity with accounfimgpciples generally accepted in the
United States of America.

/sl Beard M|l er Conpany LLP

Beard M || er Conpany LLP
Pi ne Brook, New Jersey
March 14, 2007



BCB Bancorp, Inc. and Subsidiaries

Consolidated Statements of Financial Condition

Assets

Cash and amounts due from depository instituti
Interest-bearing deposits

Cash and Cash Equivalents

Securities held to maturity, fair value $146,0
respectively

Loans held for sale

Loans receivable, net of allowance for loan lo
respectively

Premises and equipment

Federal Home Loan Bank of New York stock

Interest receivable

Stock subscriptions receivable

Deferred income taxes

Other assets

Total Assets

Liabilities and Stockholders'

Liabilities

Deposits
Long-term debt
Other liabilities

Total Liabilities

Stockholders' Equity
Common stock, stated value $0.06; 10,000,000 s

5,063,432 and 5,050,552 shares, respective
Paid-in capital
Treasury stock, at cost, 55,293 and 51,316 sha
Retained earnings

Total Stockholders' Equity

Total Liabilities and Stockholders' Equity

See notes to consolidated financial statements.

December

(In Thousands, except

ons $ 3,400
22,437

18 and $137,760,
148,672
2,976
sses of $3,733 and $3,090,
318,130
5,885
3,724
3,697
1,238
676

Equity

$ 382,747
74,124
2,001

hares authorized;
ly, issued 324

res, respectively (859)

for share data)

$ 2,987
22,160

$ 362,851
54,124
1,420



BCB Bancorp, Inc. and Subsidiaries

Consolidated Statements of Income

Interest Income
Loans
Securities
Other interest-earning assets

Total Interest Income

Interest Expense
Deposits:
Demand
Savings and club
Certificates of deposit

Borrowed money

Total Interest Expense
Net Interest Income

Provision for Loan Losses

Net Interest Income after Provision for Loan

Non-Interest Income
Fees and service charges
Gain on sales of loans originated for sale
Loss on sale of non-performing loans
Gain on sales of securities held to maturity
Other

Total Non-Interest Income

Non-Interest Expenses
Salaries and employee benefits
Occupancy expense of premises
Equipment
Advertising
Other
Total Non-Interest Expenses
Income before Income Taxes

Income Taxes
Net Income
Net Income per Common Share

Basic

Diluted

Weighted Average Number of Common Shares Outstandin

Basic

Diluted

Losses

Years Ended December 31,

2006

2005

2004

(In Thousands, Except for Per Share Data

$ 22,770 $ 18,760 $ 14,784
8,046 6,297 5,757
445 71 159

31,261 25,128 20,700

426 329 351
2,611 3,958 3,981
7,807 3,736 2,153
10,844 8,023 6,485
2,633 1,222 460
13,477 9,245 6,945
17,784 15,883 13,755

625 1,118 690

17,159 14,765 13,065

595 541 517

635 313 136

- - (56)

- 28 -

30 33 26
1,260 915 623
5,210 4,428 3,976

900 701 655
1,734 1,581 1,428
329 164 161
1,459 1,332 1,441
9,632 8,206 7,661
8,787 7,474 6,027
3,220 2,745 2,408

$ 5567 $ 4729 $ 3,619

$ 111 $ 125 $ 097

$ 108 $ 120 $ 093

5,005 3,769 3,713

5,172 3,944 3,878




See notes to consolidated financial statements.




BCB Bancorp, Inc. and Subsidiaries

Consolidated Statements of Changes in StockholBqtsty Years Ended December 31, 2006, 2005 and 200

Balance - December 31, 2003

Exercise of stock options
Tax benefit from exercise of stock options
Net income

Balance - December 31, 2004
Net sale of common stock
Exercise of stock options
Treasury stock purchases
Net income

Balance - December 31, 2005
Stock-based compensation
Stock issuance cost
Exercise of stock options
Treasury stock purchases
Cash dividend ($0.30 per share) declared

Net income

Balance - December 31, 2006

See notes to consolidated financial statements.

Common Paid-In

Stock Capital

Retained
Earnings

Stock Deficit)

(In Thousands)

$ 230 $26484 $ -  $(5547)
9 1,062 - -
- 179 - -
- - -~ 3619
239 27,725 ~  (1,928)
81 17,409 - -
3 384 - -
- - (795) -
- - ~ 4729
323 45518 (795) 2,801
- 25 - -
- (9) - -
1 98 - -
- - (64) -
- - ~ (1,502
- - - 5,567

$ 324 $45,632

$ (859) $ 6,866

Treasury (Accumulated




BCB Bancorp, Inc. and Subsidiaries
Consolidated Statements of Cash Flows

Years Ended December 31,

2006 2005 2004

(In Thousands)
Cash Flows from Operating Activities

Net income $ 5567 $ 4729 $ 361
Adjustments to reconcile net income to net cash provided by
operating activities:
Depreciation of premises and equipment 342 352 34
Amortization (accretion), net (657) (548) (36
Provision for loan losses 625 1,118 69
Stock-based compensation 25 -- -

Deferred income tax (benefit) (241) (225) (7
Gain on sales of securities held to maturi ty - (28) -
Loans originated for sale (36,277)  (17,900) (12,03
Proceeds from sales of loans originated fo r sale 34,716 17,433 12,16
Gain on sales of loans originated for sale (635) (313) (13
Loss on sale of nonperforming loans - - 5
(Increase) in interest receivable (593) (775) 47
Decrease (Increase) in stock subscriptions receivable 2,353 (2,353) -
Decrease (Increase) in other assets 436 (497) (15
Increase in accrued interest payable 313 323 8
Increase (decrease) in other liabilities 268 211 5
Net Cash Provided by Operating Activities 6,242 1,527 3,66

Cash Flows from Investing Activities

Proceeds from repayments on securities held to m aturity 28,845 25,531 49,11
Proceeds from sales of securities held to maturi ty - 7,373 -
Purchases of securities held to maturity (37,500) (55,815) (75,82
Proceeds from sales of participation interests i n loans 5,432 1,273 1,74

Proceeds from sale of nonperforming loans -- 1,07

Purchases of loans
Net increase in loans receivable
Additions to premises and equipment

Redemption (purchase) of Federal Home Loan Bank

New York stock

Net Cash Used in Investing Activities

Cash Flows from Financing Activities
Net increase in deposits

Proceeds of long-term debt
Repayment of long-term debt

Net change in short-term borrowings
Purchase of treasury stock

Cash dividend paid

Net proceeds from issuance of common stock

Net Cash Provided by Financing Activities

Net Increase (Decrease) in Cash and Cash E

Cash and Cash Equivalents - Beginning
Cash and Cash Equivalents - Ending
Supplementary Cash Flows Information

Income taxes paid

Interest paid

See notes to consolidated financial statements.

(7,507) (4,645) (12,73
(32,087) (35,296) (48,06
(709) (191) (31

of
(946) (1,834) 30
(43,972) (63,604) (84,70
19,896 25,608 83,59
70,000 50,000 4,12
(50,000) - -
- (10,000) (15,00
(64) (795) -
(1,502) - -
90 17,877 1,07
38,420 82,690 73,78
quivalents 690 20,613 (7,25

25,147 4,534 11,78

25,837 $25,147 $ 4,53

$ 3120 $ 2905 $ 2,60

$13,164 $ 8922 $ 6,86

N

I wi o



BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
Note 1 - Organization and Stock Offerings

BCB Bancorp, Inc. (the "Company") is incorporatadtie State of New Jersey and is a bank holdingpamyn The common stock of the
Company is listed on the Nasdaq Electronic Bull8tirard and trades under the symbol "BCBP."

On April 27, 2005, the Company announced that thar@& of Directors had approved a stock repurchesgragm for the repurchase of up to
5% of the Company's outstanding common stock eguabproximately 150,000 shares. The repurchasgdmanade from time to time as
market conditions warrant. Through December 3152@0otal of 51,316 shares of Company common si@rk repurchased at a cost of
approximately $795,000 or $15.49 per share. Asaeguence of the Company's decision to raise additcapital, as discussed in the next
paragraph, the Company suspended its stock rem@gragram. No shares were purchased under thechggse program in 2006.

On September 12, 2005, the Company filed a regjistratatement with the Securities and Exchange i@ission proposing to sell
approximately 800,000 shares (subsequently ametiodkd 00,000 shares) of its common stock, subgeat15% underwriter's ovatiotment.
On December 19, 2005, 1,100,000 shares of comnogk stere sold at $15.25 per share, resulting irpnateeds, after offering expenses of
$1,167,000, of $15,608,000. In December 2005, tfrerwriter exercised their right to purchase 166 8§ifares of common stock at $14.26
per share ($15.25 less underwriter's discount &#0resulting in net proceeds of $2,353,000. Jdle of shares to the underwriter closed on
January 5, 2006, at which time the Company receivedale proceeds. At December 31, 2005, the antimgnon the shares purchased by
underwriter are reflected in the consolidated stat& of financial condition as stock subscriptiosseivable.

The Company's primary business is the ownershipogedation of Bayonne Community Bank (the "BanRKhe Bank is a New Jersey
commercial bank which, as of December 31, 2006ratpd at three locations in Bayonne, New Jersayjsasubject to regulation,
supervision, and examination by the New Jersey eyemt of Banking and Insurance and the FederabBiemsurance Corporation. The
Bank is principally engaged in the business ofhating deposits from the general public and udirgé deposits, together with borrowed
funds, to invest in securities and to make loanigiavalized by residential and commercial reahstind, to a lesser extent, consumer loans.
BCB Holding Company Investment Corp. (the "Investineéompany") was organized in January 2005 under J&sey law as a New Jersey
investment company primarily to hold investment amattgage-backed securities.

Note 2 - Summary of Significant Accounting Policies
Basis of Consolidated Financial Statement Preseniah

The consolidated financial statements which inclideaccounts of the Company and its wholly-owndasgliaries, the Bank and the
Investment Company, have been prepared in confpmuiih accounting principles generally acceptethim United States of America. All
significant intercompany accounts and transacti@we been eliminated in consolidation.

In preparing the consolidated financial statemanemagement is required to make estimates and ptismsthat affect the reported amounts
of assets and liabilities as of the date of thesobidated statement of financial condition and rexes and expenses for the periods then e
Actual results could differ significantly from thegstimates. A material estimate that is partitypsusceptible to significant change relates to
the determination of the allowance for loan losdésnagement believes that the allowance for loasds is adequate. While management
uses available information to recognize lossesand, future additions to the allowance for loa@sés may be necessary based on changes i
economic conditions in the market area.



BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
Note 2 - Summary of Significant Accounting Policie§Continued)
Basis of Consolidated Financial Statement Preseniah (Continued)

In addition, various regulatory agencies, as aegral part of their examination process, periodijaaview the Bank's allowance for loan
losses. Such agencies may require the Bank to memgdditions to the allowance based on theirjuelgts about information available to
them at the time of their examination.

Cash and Cash Equivalents

Cash and cash equivalents include cash and amduatsom depository institutions and interest-begadeposits in other banks having
original maturities of three months or less.

Securities Available for Sale and Held to Maturity

Investments in debt securities that the Companyh®gpositive intent and ability to hold to matyritre classified as held to maturity
securities and reported at amortized cost. Debeguity securities that are bought and held pradtydor the purpose of selling them in the
near term are classified as trading securitiesrapdrted at fair value, with unrealized holdingrgaand losses included in earnings. Debt and
equity securities not classified as trading sei@gitor as held to maturity securities are clasgifis available for sale securities and report
fair value, with unrealized holding gains or lossest of applicable deferred income taxes, repdrtede accumulated other comprehensive
income component of stockholders' equity.

On a quarterly basis, the Company makes an assestntetermine whether there have been any evemsonomic circumstances to
indicate that a security on which there is an uized loss is impaired on an other-themporary basis. The Company considers many fa
including the severity and duration of the impainty¢he intent and ability of the Company to hdié security for a period of time sufficient
for a recovery in value; recent events specifithiissuer or industry; and for debt securitietemral credit ratings and recent downgrades.
Securities on which there is an unrealized lossithdeemed to be other-than-temporary are writamn to fair value with the write-down
recorded as a realized loss.

Premiums and discounts on all securities are apsaitaccreted to maturity using the interest methadrest and dividend income on
securities, which includes amortization of premiwans accretion of discounts, is recognized in thanfcial statements when earned. Gair
losses on sales are recognized based on the spdefiitification method.

Loans Held For Sale

Loans held for sale consist primarily of residenti@mrtgage loans intended for sale and are caatele lower of cost or estimated fair mar
value using the aggregate method. These loansaeraly sold with servicing rights released. Gaind losses recognized on loan sales are
based upon the cash proceeds received and thefabstrelated loans sold.



BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
Note 2 - Summary of Significant Accounting Policie§Continued)
Loans Receivable

Loans receivable are carried at unpaid principkrizzes less net deferred loan origination feestla@@llowance for loan losses. Loan
origination fees and certain direct loan originatamsts are deferred and amortized, as an adjusthgield, over the contractual lives of the
related loans.

Accrued interest on loans that are contractuallingeent ninety days or more is charged off andréiated loans placed on nonaccrual status.
Income is subsequently recognized only to the éxtext cash payments are received until delinquetetys is reduced to less than ninety
days, in which case the loan is returned to anuatatatus.

Allowance for Loan Losses

The allowance for loan losses is increased thrqughisions charged to operations and by recoveifiasy, on previously charged-off loans
and reduced by charge-offs on loans which are hited to be a loss in accordance with Bank policy.

The allowance for loan losses is maintained avel leonsidered adequate to absorb loan losses.déamnt, in determining the allowance
loan losses, considers the risks inherent in &8s jportfolio and changes in the nature and voluhies ¢oan activities, along with the general
economic and real estate market conditions. Th&Béilizes a two tier approach: (1) identificatiohimpaired loans and establishment of
specific loss allowances on such loans; and (2béishment of general valuation allowances on #meainder of its loan portfolio. The Bank
maintains a loan review system which allows foedquic review of its loan portfolio and the eadigntification of potentially impaired
loans. Such a system takes into considerationistngt limited to, delinquency status, size of lamnd types and value of collateral and
financial condition of the borrowers. Specific ldass allowances are established for identifiech$daased on a review of such information
and/or appraisals of the underlying collateral. &ahloan loss allowances are based upon a condninait factors including, but not limited
to, actual loan loss experience, composition ofdh@ portfolio, current economic conditions, andrmmagement's judgment. Although
management believes that adequate specific andajeflewances for loan losses are establishedahlisses are dependent upon future
events and, as such, further additions to the lefvgpecific and general loan loss allowances neagdressary.

Impaired loans are measured based on the predertafeexpected future cash flows discounted atdha's effective interest rate, or as a
practical expedient, at the loan's observable ngmiee or the fair value of the collateral if thoan is collateral dependent. A loan evaluated
for impairment is deemed to be impaired when, basecurrent information and events, it is probahkg the Bank will be unable to collect
all amounts due according to the contractual tevhitke loan agreement. All loans identified as imghare evaluated independently. The
Bank does not aggregate such loans for evaluatigpoges. Payments received on impaired loans pitedfirst to accrued interest
receivable and then to principal.

Concentration of Risk

Financial instruments which potentially subject @@mpany and its subsidiaries to concentratiorsedit risk consist of cash and cash
equivalents, investment and mortgage-backed sexsudhd loans.

Cash and cash equivalents include amounts plagadhighly rated financial institutions. Securitieslude securities backed by the U.S.
Government and other highly rated instruments. B&ek's lending activity is primarily concentratedaans collateralized by real estate in
the State of New Jersey. As a result, credit ssiroadly dependent on the real estate market emergl economic conditions in the State.



BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements

Note 2 - Summary of Significant Accounting Policie§Continued)
Premises and Equipment

Land is carried at cost. Buildings, building impeowents, leasehold improvements and furniture, fiedwand equipment are carried at cost,
less accumulated depreciation and amortizatiomifiignt renovations and additions are chargethéoproperty and equipment account.
Maintenance and repairs are charged to expenge iperiod incurred. Depreciation charges are coeapanh the straight-line method over the
following estimated useful lives of each type cdets

Years
Buildings 40
Building improvements 7-40
Furniture, fixtures and equipment 3-40
Shorter of useful life or
Leasehold improvements term of lease

Federal Home Loan Bank ("FHLB") of New York

Federal law requires a member institution of thé.Bidystem to hold stock of its district FHLB accimgl to a predetermined formula. Such
stock is carried at cost.

Interest Rate Risk

The Bank is principally engaged in the businesatwécting deposits from the general public andgishhese deposits, together with other
funds, to make loans secured by real estate apdrthase securities. The potential for interest-risk exists as a result of the difference in
duration of the Bank's interest-sensitive lialBticompared to its interest-sensitive assets.hi®oraason, management regularly monitors the
maturity structure of the Bank's interest-earniageds and interest-bearing liabilities in ordemtasure its level of interest-rate risk and to
plan for future volatility.

Income Taxes

The Company and its subsidiaries file a consolaiééeeral income tax return. Income taxes are atkxtto the Company and its subsidiaries
based upon their respective income or loss incluléitle consolidated income tax return. Separatte shcome tax returns are filed by the
Company and its subsidiaries.

Federal and state income tax expense has beermedoon the basis of reported income. The amoufiected on the tax returns differ from
these provisions due principally to temporary difeces in the reporting of certain items for finahceporting and income tax reporting
purposes. The tax effect of these temporary diffegs is accounted for as deferred taxes applitatilgéure periods. Deferred income tax
expense or (benefit) is determined by recogniziefgidled tax assets and liabilities for the estighdtture tax consequences attributable to
differences between the financial statement cagrgimounts of existing assets and liabilities amdf tlespective tax bases. Deferred tax as
and liabilities are measured using enacted tas etpected to apply to taxable income in the yimanghich those temporary differences are
expected to be recovered or settled. The effecedarred tax assets and liabilities of a changeirates is recognized in earnings in the
period that includes the enactment date. The d#diz of deferred tax assets is assessed and atiosallowance provided, when necessary,
for that portion of the asset which is not morelykthan not to be realized.



BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
Note 2 - Summary of Significant Accounting Policie§Continued)
Net Income per Common Share

Basic net income per common share is computed\bglidg net income by the weighted average numbahafes of common stock
outstanding. The diluted net income per commonesisacomputed by adjusting the weighted averagebeumf shares of common stock
outstanding to include the effects of outstandioglsoptions, if dilutive, using the treasury stookthod. For the years ended December 31,
2006, 2005 and 2004, the difference in the weightextage number of basic and diluted common sheaesiue solely to the effects of
outstanding stock options. No adjustments to nedrime were necessary in calculating basic and dilng income per share.

Stock-Based Compensation Plans

The Company, under plans approved by its stockinelihe2003 and 2002, has granted stock optionsnfgd@yees and outside directors. See
note 11 for additional information as to optionmga Through December 31, 2005, the Company aceduat options granted using the
intrinsic value method, in accordance with AccongtPrinciples Board ("APB") Opinion No. 25, "Accding for Stock Issued to
Employees," and related interpretations. Under ARRB25, generally, when the exercise price of tbenGany's stock options equaled the
market price of the underlying stock on the datthefgrant, no compensation expense was recogroedrdingly, prior to January 1, 2006,
no compensation expense has been reflected ime@ne for the options granted as all such grante ba exercise price equal to the market
price of the underlying stock at the date of grant.

In December 2004, the Financial Accounting Stansl&udiard ("FASB") issued Statement of Financial Aoging Standards ("Statement")
No. 123(R), "Shar-Based Payment." Statement No. 123(R) replace@@tatt No. 123, "Accounting for Stock-Based CompgmsAd and
superseded APB Opinion No.

25. Statement No. 123(R) requires compensatiors cekited to share-based payment transactionsrecbgnized in the financial statements
over the period that an employee provides serviexchange for the award. Public companies wenainedjto adopt the new standard using
either the modified prospective method or restatirigr periods using the modified retrospective et Under the modified prospective
method, companies were required to record compensatbst for new and modified awards over the eslatesting period of such awards
prospectively and record compensation cost pros@dgfor the unvested portion, at the date of aaop of previously issued and
outstanding awards over the remaining vesting pesfcsuch awards. No change to prior periods pteslemas permitted under the modified
prospective method. Under the modified retrospeatiethod, companies record compensation costsiforgeriods retroactively through
restatement of such periods using the exact prod@mounts disclosed in the companies' footnotiss, & the period of adoption and after,
companies record compensation cost based on théi@dogrospective method.

On January 1, 2006, we adopted Statement No. 128(Ry the modified prospective method and, acogigj implemented a policy of
recording compensation expense for all new awaraistgd and any awards modified after January 16 2@0addition, the transition rules
under SFAS No. 123(R) require that, for all awardistanding at January 1, 2006, for which the E@tpuservice had not yet been rendered,

10



BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
Note 2 - Summary of Significant Accounting Policie§Continued)
Stock-Based Compensation Plans (Continued)

compensation cost be recorded as such servicadsmed after January 1, 2006. Statement No. 1288R)requires that the benefits of
realized tax deductions in excess of previouslpgezed tax benefits on compensation expense dre teported as a financing cash flow
rather than an operating cash flow, as previowsdyired. In accordance with Staff Accounting BuigtSAB") No. 107, the Company
classifies share-based compensation within salaridemployee benefits and directors compensakipenses to correspond with the same
line items as the cash compensation paid to subhiduals.

Compensation expense recognized for all optiontgriamet of estimated forfeitures and is recoghizeer the awards' respective requisite
service periods. The fair values relating to ati@ps granted are estimated using a Black-Schgiésropricing model. Expected volatilities
are based on historical volatility of our stock alder factors, such as implied market volatilAg. permitted by SAB No. 107, we use the
mid-point of the original vesting period and origimption life to estimate the options' expectathtenvhich represents the period of time that
the options granted are expected to be outstandhmgrisk-free rate for periods within the conttedtlife of the option is based on the U.S.
Treasury yield curve in effect at the time of graffe recognize compensation expense for the faiegaof these option awards, which have
graded vesting, on a straight-line basis over ¢ogiisite service period of these awards.

The following table provides information as to metome and earnings per share for the years endedrbber 31, 2005 and 2004, as if the
Company had applied the fair value recognition @mions of Statement No. 123, as amended, to albogfrants prior to January 1, 2006.

Years Ended December 31,

2005 2004
(In Thousands, except for per share amount s)

Net income as reported $ 4,729 $ 3,619
Less: Total stock-based compensation expense, net o f

income taxes, included in reported net income -
Add: Total stock-based compensation expense, net of

income taxes, that would have been included in the

determination of net income if the fair value m ethod

had been applied to all grants (1,273) (540)

Pro Forma Net Income $ 3,456 $ 3,079

Net income per common share, as reported:

Basic $ 1.25 $ 0.97

Diluted $ 1.20 $ 0.93
Pro forma net income per common share:

Basic $ 0.92 $ 0.83

Diluted $ 0.88 $ 0.79

11



BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
Note 2 - Summary of Significant Accounting Policie§Continued)
Stock-Based Compensation Plans (Continued)

The following table illustrates the impact of shsesed compensation recorded during the year dbdeember 31, 2006, on reported
amounts (in thousands, except per share data):

Impact of
Share-Based
As R eported Compensation
Non-interest expense $ 9,632 $ 25
Income before income taxes $ 8,787 $ (25)
Income taxes $ 3,220 $ (10)
Net income $ 5,567 $ (15)
Net income per common share
Basic $ 1.11 $ 0.00
Diluted $ 1.08 $ 0.00

Comprehensive Income

The Company has had, since inception, no itemshafr&comprehensive income.

Reclassification

Certain amounts for prior periods have been reifiedgo conform to the current period's presenptati
Recent Accounting Pronouncements

In September 2006, the FASB issued Statement Ng.Rd&ir Value Measurements, which defines fair @akstablishes a framework for
measuring fair value under U.S. GAAP, and expamsidakures about fair value measurements. StateNwrt57 applies to other account
pronouncements that require or permit fair valuasoeements. The new guidance is effective for irrstatements issued for fiscal years
beginning after November 15, 2007, and for intepieniods within those fiscal years. We are curreatigluating the potential impact, if any,
of the adoption of Statement No. 157 on our codsaddid financial position, results of operations aash flows.

On September 29, 2006, the FASB issued Statement®8 Employers' Accounting for Defined BenefinBien and Other Postretirement
Plans, which amends Statement Nos. 87 and 10@tiresrecognition of the overfunded or underfundtdus of pension and other
postretirement benefit plans on the balance shiwter Statement 158, gains and losses, prior odgsts and credits, and any remaining
transition amounts under Statement Nos. 87 andHdithave not yet been recognized through net giertzenefit cost will be recognized in
accumulated other comprehensive income, net offfexts, until they are amortized as a componenebdperiodic cost. The measurement
date -- the date at which the benefit obligatiod plan assets are measured -- is required to beothpany's fiscal year end. Statement 158 is
effective for

12



BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
Note 2 - Summary of Significant Accounting Policie§Continued)
Recent Accounting Pronouncements (Continued)

publicly-held companies for fiscal years endinggafbecember 15, 2006, except for the measureméaipdavisions, which are effective for
fiscal years ending after December 15, 2008. Aslavaot presently have any defined benefit pensigrostretirement plans, Statement No.
158 does not currently have any impact on the Caoryipaonsolidated financial condition or result®pérations.

In September 2006, the FASB issued FASB Staff PosAUG AIR-1, Accounting for Planned Major Maintmce Activities, which is
effective for fiscal years beginning after Decembgy2006. This position statement eliminates ttezge-in-advance method of accounting
for planned major maintenance activities. We doexgiect this pronouncement to have a significaipiich on the determination or reporting
of our financial results.

On September 13, 2006, the Securities and Exch@ogenission ("SEC") issued Staff Accounting BullgtifiSAB") No. 108. SAB No. 108
provides interpretive guidance on how the effe€the carryover or reversal of prior year misstagats should be considered in quantifying a
potential current year misstatement. Prior to SAB N8, companies might evaluate the materialifiinancial-statement misstatements
using either the income statement or balance stpEbach, with the income statement approach fogusn new misstatements added in the
current year, and the balance sheet approach fagosi the cumulative amount of misstatement prasemtompany's balance sheet.
Misstatements that would be material under oneagmbr could be viewed as immaterial under anotheraggh, and not be corrected. SAB
No. 108 now requires that companies view finansialement misstatements as material if they aremabticcording to either the incor
statement or balance sheet approach. The Compargnasyzed SAB 108 and determined that it will hageémpact on the Company's
consolidated financial condition or results of gEms.

In July 2006, the FASB issued FASB Interpretatiam K8, Accounting for Uncertainty in Income Taxes-interpretation of FASB Statem:
No. 109 (FIN 48), which clarifies the accounting émcertainty in tax positions. This Interpretati@guires that companies recognize in tl
financial statements the impact of a tax positibthat position is more likely than not of beingstained on audit, based on the technical
merits of the position. The provisions of FIN 4@ affective for fiscal years beginning after Decemb5, 2006, with the cumulative effect of
the change in accounting principle recorded asd@urstiment to opening retained earnings. We areentlyr evaluating the impact of adopting
FIN 48 on our consolidated financial statements.

In February 2007, the FASB issued Statement No, 'TB® Fair Value Option for Financial Assets amdafcial Liabilities-Including an
amendment of FASB Statement No. 115." StatementlB®.permits entities to choose to measure maayéial instruments and certain
other items at fair value. Unrealized gains anddssn items for which the fair value option hasrbelected will be recognized in earnings at
each subsequent reporting date. Statement No slé&f€erctive for our Company January 1, 2008. Then@any is evaluating the impact that
the adoption of Statement No. 159 will have on@nsolidated financial statements.
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BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
Note 3 - Related Party Transactions

The Bank leases a property from NEW BAY LLC ("NEVAB"), a limited liability corporation 100% owned kaymajority of the directors
and officers of the Bank. In conjunction with tlease, NEW BAY substantially removed the pre-existitructure on the site and constructed
a new building suitable to the Bank for its bankomerations. Under the terms of the lease, theafdkis project was reimbursed to NEW
BAY by the Bank. The amount reimbursed, which opediduring the year 2000, was approximately $948,80d is included in property a
equipment under the caption "Building and improvataé(see Note 6).

The original lease term began on November 1, 2800 ,concluded on October 31, 2005, and providedriannual base rent of $108,000 for
the first three years and $111,240 for the remgihivo years. The Bank has the option to renewehed for four consecutive five-year
periods, subject to a rent escalation clause. diitiad, at each renewal date, the Bank has th@wopt purchase the property from NEW B/

at the then current fair market value less a creglital to the lesser of (a) the funds previousiylbersed to NEW BAY, for the new building
construction, less any subsequent depreciatiofly)®#750,000. The authority to exercise the purelgtion is solely vested in an officer who
has no ownership interest in NEW BAY. On May 1, @0the Company renegotiated the lease to a twéveyyear term. The Company will
pay NEW BAY $165,000 a year ( $13,750 per month}fie first 60 months. The rent shall be reset\efige years thereafter at the fair
market rental value at the end of each precedirgyfear period.

On July 1, 2002, the Bank acquired a tract of estdte in the Bergen Point section of the City ay@ne, New Jersey. The property was
purchased for $889,686 from 104 L.L.C., a limitedbility corporation 100% owned by a majority oktHirectors and officers of the Bank.
This property is included in land (see Note 6).

Note 4 - Securities Held to Maturity

December 31, 2006

Gross Gross
Ca rrying  Unrealized Unrealized Estimated
\% alue Gains Losses Fair Value

(In Thousands)
U.S. Government Agencies:

Due within one year $ 2000 $ - $ 29 $ 1971
Due after one through five years 19,996 - 350 19,646
Due after five through ten years 38,300 - 621 37,679
Due after ten years 62,298 -- 1,028 61,270

1 22,594 -- 2,028 120,566

Mortgage-backed securities:

Due after one year through five years 244 2 - 246
Due after five years through ten years 1,029 10 -- 1,039
Due after ten years 24,805 16 654 24,167
26,078 28 654 25,452
$1 48,672 $ 28 $ 2,682 $146,018
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BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
Note 4 - Securities Held to Maturity (Continued)

December 31, 2005

Gross Gross
Ca rrying  Unrealized Unrealized Estimated

\% alue Gains Losses Fair Value

(In Thousands)
U.S. Government Agencies:

Due within one year $ 6500 $ - $ 14 $ 6,486
Due after one through five years 12,999 - 172 12,827
Due after five through ten years 47,295 - 738 46,557
Due after ten years 42,296 -- 794 41,502

1 09,090 -- 1,718 107,372

Mortgage-backed securities:

Due after five years through ten years 366 9 - 375
Due after ten years 30,546 51 584 30,013
30,912 60 584 30,388
$1 40,002 $ 60 $ 2,302 $137,760

There were no sales of securities held to matdrtyng the years ended December 31, 2006 and Z0d#hg the year ended December 31,
2005, proceeds from sales of securities held tantatotaled $7,373,000, including gross gain$87,000 and gross losses of $9,000. The
securities sold consisted of mortgage-backed geesinn which we had already collected more thghtgifive percent of the principal
outstanding at the purchase date and U.S. Govertrnisgamcy bonds which were within three months efiticall dates and on which the
exercise of the call was determined to be probakl®ecember 31, 2006 and 2005, mortgage-backadises with a carrying value of

approximately $966,000 and $1,128,000, respectivedye pledged to secure public deposits (see 8léde information on securities pledg
for borrowings).
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BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
Note 4 - Securities Held to Maturity (Continued)

The age of unrealized losses and fair value ofgdlaecurities held to maturity were as follows:

Less than 12 Months More than 12 Months Total
Fair Unrealized Fair Unrealized Fair Unreali zed
Value Losses Value Losses Value Losse s

(In Thousands)
December 31, 2006:
U.S. Government

Agencies $ 19900 $ 100 $ 100,666 $ 1,928 $ 120,566 $ 2, 028

Mortgage-backed
securities 335 -- 22,865 654 23,200 654
$ 20235 $ 100 $ 123531 $ 2,582 $ 143,766 $ 2, 682

December 31, 2005:
U.S. Government

Agencies $ 72957 $ 841 $ 34,415 $ 877 $ 107,372 $ 1, 718

Mortgage-backed
securities 14,834 199 12,163 385 26,997 584
$ 87,791 $ 1,040 $ 46578 $ 1,262 $ 134369 $ 2, 302

At December 31, 2006, management concluded thatrtteslized losses above (which related to 31 Gdvernment Agency bonds and 19
Fannie Mae or Freddie Mac mortgage-backed secsjritiee temporary in nature since they are noteeéltai the underlying credit quality of
the issuers and the Company has the ability amdind hold these securities for a time necessargdover their cost. The losses above are
primarily related to market interest rates.
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BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements

Note 5 - Loans Receivable

December 31,

(In Thousands)

Real estate mortgage:

Residential $ 43,993 $ 34,901
Commercial 192,141 185,170
Construction 38,882 28,743

Commercial:
Business loans 7,355 2,871
Lines of credit 7,350 11,707
14,705 14,578
Consumer:
Passbook or certificate 106 63
Home equity lines of credit 3,752 4,103
Home equity 28,569 20,194
Automobile 57 114
Personal 83 173
32,567 24,647
Deposit overdrafts 150 106
Total Loans 322,438 288,145
Deferred loan fees, net 575 604
Allowance for loan losses 3,733 3,090

4,308 3,694

$318,130 $ 284,451

At December 31, 2006, 2005, and 2004, loans sehhigehe Bank for the benefit of others, which d@shef participation interests in loans
originated by the Bank, totaled approximately $6,080, $5,030,000, and $6,003,000, respectively.
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BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
Note 5 - Loans Receivable (Continued)

The Bank grants loans to its officers and directord to their associates. Related party loans aderon substantially the same terms,
including interest rates and collateral, as thaseailing at the time for comparable transactioiith wnrelated persons and do not involve
more than normal risk of collectibility. The actiiwith respect to loans to directors, officers asdociates of such persons, is as follows:

Y ears Ended December 31,

(In Thousands)

Balance - beginning $ 6,714 $ 6,599
Loans originated 6,133 7,828
Collections of principal (4,272) (7,817)
Loans to persons newly (no longer) associated -- 104

Balance - ending $ 8,575 $ 6,714

The following is an analysis of the allowance foah losses:

Years Ended December 31,

2006 2005 2004

(In Thousands)

Balance - beginning $ 3,090 $ 2,506 $ 2,113
Provision charged to operations 625 1,118 690
Recoveries of loans previously charged off 85 12 35
Loans charged off (67) (546) (332)

Balance - ending $ 3,733 $ 3,090 $ 2,506

At December 31, 2006 and 2005, nonaccrual loanwfiich the accrual of interest had been discontinotaled approximately $323,000 and
$787,000, respectively. Had these loans been peirfigrin accordance with their original terms, therest income recognized for the years
ended December 31, 2006, 2005 and 2004 would hese dpproximately $26,000, $66,000, and $43,0@pectively. Interest income
recognized on such loans was approximately $6 $00,000, and $29,000, respectively. The Bank icootmitted to lend additional funds
the borrowers whose loans have been placed onacoaral status.

At December 31, 2006 and 2005, impaired loangfalthich are on nonaccrual status, totaled $323aMD$705,000, respectively, and the
related specific allocation of allowance for loasdes totaled $81,000 and $214,000, respectivebreTwere no impaired loans which did
have a specific allocation of the allowance fomldasses. During the years ended December 31, 2005, and 2004, the average balance of
impaired loans was $568,0000 $1,141,000, and $2@5r@spectively, and interest income recognizethduhe period of impairment totaled
$43,000, $7,000, and $20,000, respectively.

18



BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
Note 6 - Premises and Equipment

December 31,

(In Thousands)

Land $ 890 $ 890
Buildings and improvements 3,546 3,546
Leasehold improvements 347 345
Furniture, fixtures and equipment 1,905 1,777
Construction in Progress 579 -

7,267 6,558
Accumulated depreciation and amortization (1,382) (1,040)

$ 5885 $ 5,518

Buildings and improvements includes a building ¢nrted on property leased from a related party (¢ete 3).

Rental expenses related to the occupancy of prertosaled $386,000, $205,000, and $170,000 foy¢laes ended December 31, 2006, 2005
and 2004, respectively. The minimum obligation urldase agreements expiring through April 30, 2@8deach of the years ended
December 31 is as follows (in thousands):

2007 $ 407
2008 347
2009 352
2010 292
2011 165
Thereafter 3,190
$ 4,753

Note 7 - Interest Receivable

(In Thousands)

Loans $ 1,806 $ 1,519
Securities 1,891 1,585

$ 3,697 $ 3,104
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BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements

Note 8 - Deposits

December 31,

(In Thousands)

Demand:
Non-interest bearing $ 35275 $ 30,143
NOwW 21,007 20,827
Money market 8,022 1,623
64,304 52,593
Savings and club 117,617 167,534
Certificates of deposit 200,826 142,724

$ 382,747 $ 362,851

At December 31, 2006 and 2005, certificates of dééd $100,000 or more totaled approximately $88,800 and $59,417,000, respectiv

The scheduled maturities of certificates of depasibecember 31, 2006, were as follows (in thousgnd

Amount

2007 $ 169,495
2008 16,830
2009 10,554
2010 3,774
2011 161
Thereafter 12

$ 200,826
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BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
Note 9 - Short-Term Borrowings and Long-Term Debt
Long-term debt consists of the following:

December 31,

(In Thousands)
Long-term borrowings:

Federated Home Loan Bank of New York ("FHLB") R epurchase Agreements:
3.33% maturing July 15, 2015 $ - $15,000
3.53% maturing August 2, 2015 -- 10,000
3.44% maturing August 26, 2015 -- 10,000
3.27% maturing August 31, 2015 -- 15,000
4.50% maturing May 22, 2016 10,000
4.33% maturing July 28, 2016 15,000
4.30% maturing August 16, 2016 20,000
4.17% maturing August 31, 2016 25,000

Trust preferred floating rate junior subordinat ed debenture
maturing June 17, 2034; interest rate adjust s quarterly to
LIBOR plus 2.65% (8.01% at December 31, 2006 and 7.15% at
December 31, 2005) 4,124 4,124

$74,124 $54,124

Additional information regarding short-term borrags is as follows:

December 31,

20 06 2005 2004
(In Thousands)
Average balance outstanding during the year $ 705 $ 9,691 $23,400
Highest month-end balance during the year 1 ,000 21,400 25,000
Average interest rate during the year 4.93% 3.14% 1.54%
Weighted average interest rate at year-end - - 2.58%

The trust preferred debenture is callable, at the@any's option, on June 17, 2009, and quarteelsetiter.

At December 31, 2006 and 2005, securities heldaturity with a carrying value of approximately $821,000 and $75,968,000, respectiv
were pledged to secure the above noted Federal HoareBank of New York borrowings.

At December 31, 2006, the Bank has available tiwatborrowing facilities aggregating $95,505,000nfrthe FHLB of New York, an
overnight line of credit and a companion commitménth of which expire on July 31, 2007. No amownse outstanding under these
borrowing facilities at December 31, 2006.
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BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
Note 10 - Regulatory Matters

The Bank is subject to various regulatory capigguirements administered by the federal banking&gs. Failure to meet minimum capital
requirements can initiate certain mandatory, argbipdy additional discretionary, actions by regotatthat, if undertaken, could have a direct
material effect on the Bank. Under capital adequagglelines and the regulatory framework for prowgtrective action, the Bank must meet
specific capital guidelines that involve quantitatmeasures of the Bank's assets, liabilities,canihin off-balance-sheet items as calculated
under regulatory accounting practices. The Bardgdtal amounts and classifications are also suljegualitative judgments by the regulal
about components, risk weightings, and other factor

Quantitative measures, established by regulati@msaire capital adequacy, require the Bank to miaiminimum amounts and ratios of T¢
and Tier 1 capital (as defined in the regulatiots)jsk-weighted assets, (as defined), and of Tieapital to average assets (as defined). The
following table presents information as to the Bardapital levels.

To be Well Capitalized
under Prompt

For Capital Adequacy Corrective Action
Actual Purposes Provisions
Amount  Ratio Amount Ratio Amount Ratio

(Dollars in Thousands)
As of December 31, 2006:

Total capital (to risk-weighted assets) $57,260 16.43% $>/=27,882 >/=8.00% $>/=34,853 >/=10.00%

Tier 1 capital (to risk-weighted assets) 53,527 15.36 >l= - >[= - >/=20,912 >/=6.00

Tier 1 capital (to average assets) 53,527 10.48 >/=20,437 >/=4.00 >/=25,546 >/=5.00
As of December 31, 2005:

Total capital (to risk-weighted assets) $37,836  12.62% $>/=23,982 >/=8.00% $>/=29,977 >/=10.00%

Tier 1 capital (to risk-weighted assets) 34,746  11.59 >l= - >[= - >/=17,986 >/=6.00

Tier 1 capital (to average assets) 34,746 7.75 >/=17,937 >/=4.00 >[=22,421 >/=5.00

As of December 31, 2006, the most recent notificafirom the Bank's regulators categorized the Bemfwell capitalized” under the
regulatory framework for prompt corrective actidinere are no conditions or events occurring sihaenotification that management
believes have changed the Bank's category.

Note 11 - Benefits Plan
Stock Options

The Company has two stock-related compensatiorsptha 2002 Stock Option Plan and the 2003 Stodlo®Plan (the "Plans"). All stock
options granted have a ten year term and were aldtetb vest and become exercisable on a cumulbéiss in equal installments (20%
immediately upon grant and an additional 20% ahedc¢he four succeeding grant anniversary datespf December 31, 2006 and 2005, all
options authorized under the Plans had been granted
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BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
Note 11 - Benefits Plan (Continued)
Stock Options (Continued)

In anticipation of the adoption of Statement No3() on January 1, 2006, the Board of DirectorthefCompany, on December 14, 2005,
approved the accelerated vesting and exercisabiliyl unvested and unexercisable stock optioastgd as a part of the 2003 and 2002
Stock Option Plans of the Company held by directoificers or employees. As a result, options tocpase 218,195 shares of common stock,
which would otherwise have vested and become esalylg from time to time over the next three ydlagsame fully vested and immediately
exercisable on December 20, 2005. The number oéstand exercise prices of the options subjeatdelaration were unchanged. The
accelerated options have exercise prices that froge$5.29 to $11.84 per share. The acceleratédrspinclude 194,964 options held by
directors and executive officers and 23,231 optloeld by other employees. The acceleration of #sing and exercisability of these options
eliminates compensation expense, net of incomehakwould otherwise have been recorded in the i2my's income statements for the
years ending December 31, 2006, 2007, and 2008%4,800, $301,000, and $128,000, respectively efgired, the Company estimated
number of options that were expected to be exatdisehe future which would not have been exerdesabder their original vesting terms
and recorded an expense therefore. This estimafedated on a quarterly basis.

During the twelve months ended December 31, 20@6Company recorded $25,000 ($15,000 after taghafebased compensation expel
all of which related to a revision of the estimatexnination rate to 12% on the options subjet¢h&aforementioned 2005 vesting
acceleration. No compensation expense related ol siptions was recorded during the years ende@iber 31, 2005 and 2004, as we
recognized compensation cost for stock optionstgthbased on the intrinsic value method, as pexthliyy Statement No. 123, instead of the
fair value based method now required under Statehenl123(R).

A summary of stock option activity, adjusted taoactively reflect subsequent stock dividends ofwl:

Weighted
Number o f Range of Average
Option Exercise Exercise
Shares Price Price
Outstanding at December 31, 2003 565,01 8  $5.29-$10.18 $7.62
Options granted 185,52 3 11.84 11.84
Options exercised (152,79 0) 5.29-10.18 7.02
Options cancelled (153,31 5) 5.29-9.34 8.39
Outstanding at December 31, 2004 444,43 6 5.29-11.84 9.32
Options granted 28,57 5 15.60-15.65 15.64
Options exercised (43,50 0) 5.29-11.84 8.24
Options cancelled (1,05 8) 5.29 5.29
Outstanding at December 31, 2005 428,45 4 5.29-15.65 9.79

Options exercised (12,81 6) 5.29-11.84 7.69

©

Outstanding at December 31, 2006 415,63 5.29-15.65 9.86
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Notes to Consolidated Financial Statements
Note 11 - Benefits Plan (Continued)
Stock Options (Continued)

At December 31, 2006 and 2005, all stock optiortstanding were exercisable, having a weighted-aseramaining contractual term of 6.9
years and 7.9 years, respectively, and an aggregstesic value of $2,870,000 and $2,490,000, eetigely. The total intrinsic value
options exercised during the years ended Decenihex(®6, 2005 and 2004, was $102,000, $294,00648/381,000, respectively. The
Company had no non-vested options outstanding Becémber 31, 2006 and 2005 or during the yearceBadeember 31, 2006.

The weighted average grant-date fair values oftbek options granted during 2005 and 2004, alVloth have exercise prices equal to the
market price of the common stock at the grant deg¢ee estimated using the Black-Scholes optionkpgimodel. Such fair value and the
weighted average assumptions used for estimatingdhue are as follows:

Years Ended December 31,

2 006 2005 2004
Grant-date fair value per share N 1A $9.92 $7.65
Assumptions:
Expected common stock dividend yield N /A 0.00% 0.00%
Expected option life N /A 5.0 years 7.0 years
Risk-free interest rate N /A 4.36% 3.92%
Volatility N 1A 73.84% 62.58%

Note 12 - Dividend Restrictions

Payment of cash dividends is conditioned on eamifigancial condition, cash needs, the discrediothhe Board of Directors, and compliar
with regulatory requirements. State and federaldad regulations impose substantial limitationgtanBank's ability to pay dividends to the
Company. Under New Jersey law, the Bank is perchtttedeclare dividends on its common stock onlgffier payment of the dividend, the
capital stock of the Bank will be unimpaired anthei the Bank will have a surplus of not less th@#b of its capital stock or the payment of
the dividend will not reduce the Bank's surplus.
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Notes to Consolidated Financial Statements

Note 13 - Income Taxes

The components of income tax expense are summaagzéallows:

Years
2006
(1
Current income tax expense:
Federal $ 2,998
State 463
3,461

Deferred income tax (benefit):

Federal (193)
State (48)
(241)
$ 3,220

Ended December 31,

n Thousands)

$ 2,600 $ 1,931

370 551
2,970 2,482
(174) (88)
(51) 14
(225) (74)

$ 2,745 $ 2,408

The tax effects of existing temporary differendest fgive rise to significant portions of the deéerincome tax assets and deferred income ta

liabilities are as follows:

Deferred income tax assets:
Allowance for loan losses
Other

Deferred income tax liabilities:
Depreciation

Net Deferred Tax Asset

December 31,

(In Thousands)

$ 1,491 ¢ 1,234

10 16
1,501 1,250
263 253




BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements

Note 13 - Income Taxes (Continued)

The following table presents a reconciliation betw¢he reported income tax expense and the incaxexpense which would be computed
by applying the normal federal income tax rate 4#6to income before income tax expense:

Federal income tax expense at statutory rate
Increases (reductions) in income taxes resulting fr
State income tax, net of federal income
tax effect
Other items, net

Effective Income Tax

Effective Income Tax Rate

Years Ended December 31,

2006 2005 2004

(In Thousands)

$ 2988 $ 2541 $ 2,049
om:
274 211 373
(42) @) (14)
$ 3220 $ 2745 $ 2408
36.6% 36.7% 40.0%

The Investment Company commenced operations inalara005. Under New Jersey tax law, the Investri@mpany is subject to a 3.6%
state income tax rate as compared to the 9.0%aatdich the Company, Bank, and Leasing Compangabgect. The presence of the
Investment Company during the year ended Decenthe2®6 and 2005, resulted in an income tax sawdhgpproximately $282,000 and
$223,000 respectively, and reduced the consolidzffedtive income tax rate by approximately 3.2% 8r0%, respectively.

Note 14 - Other Expenses

The following is an analysis of other expenses:

Years
2006

Directors' fees $ 251
Legal fees 88
Stationery, forms and printing 196
Professional fees 213
Other 711

$ 1,459

Ended December 31,

(In Thousands)

$ 188 $ 164

67 226
198 203
201 242
678 606

$ 1,332 $ 1,441
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Notes to Consolidated Financial Statements
Note 15 - Commitments and Contingencies

The Bank is a party to financial instruments witfilmlance-sheet risk in the normal course of besinto meet the financing needs of its
customers. These financial instruments primarigiide commitments to extend credit. The Bank's sypoto credit loss, in the event of
nonperformance by the other party to the finanoistrument for commitments to extend credit, isespnted by the contractual amount of
those instruments. The Bank uses the same crditgsoin making commitments and conditional obligas as it does for on-balance-sheet
instruments.

Outstanding loan related commitments were as falow

December 31,

(In Thousands)

Loan origination $ 8,980 $ 15,000
Construction loans in process 28,586 20,025
Unused lines of credit 10,789 10,209

$48,355 $45,234

Commitments to extend credit are agreements totteadcustomer as long as there is no violatioanyf condition established in the contract.
Commitments generally have fixed expiration datestber termination clauses and may require paymeatfee. Since many of the
commitments are expected to expire without beirgvdrupon, total commitment amounts do not necdgsapresent future cash
requirements. The Bank evaluates each customed#worthiness on a case-by-case basis. The anobgntlateral obtained, if deemed
necessary by the Bank upon extension of crediiag®d on management's credit evaluation of theteqarty. Collateral held varies but
primarily includes residential real estate promsti

The Company and its subsidiaries also have, im¢hmal course of business, commitments for senaoelssupplies. Management does not
anticipate losses on any of these transactions.

The Company and its subsidiaries, from time to timay be party to litigation which arises primaiitythe ordinary course of business. In
opinion of management, the ultimate dispositioswth litigation should not have a material effattloe financial statements. As of
December 31, 2006, the Company and its subsidiesges not parties to any material litigation.

Note 16 - Estimated Fair Value of Financial Instrunents

The fair value of a financial instrument is defireithe amount at which the instrument could béaxged in a current transaction between
willing parties, other than a forced or liquidatisale. Significant estimations were used for thgppses of this disclosure. Estimated fair
values have been determined using the best avaittdth and estimation methodology suitable for eatdgory of financial instruments. For
those loans and deposits with floating interestsait is presumed that estimated fair values gdigeapproximate their carrying values. The
estimation methodologies used and the estimateddhies and carrying values of financial instrutseare set forth below:
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Note 16 - Estimated Fair Value of Financial Instrunents (Continued)

Cash and Cash Equivalents, Interest Receivable ardterest Payable

The carrying amounts for cash and cash equivaleri&sest receivable and interest payable approerfzar value.
Securities Held to Maturity

The fair values for securities held to maturity based on quoted market prices or dealer pricaesgailable. If quoted market prices or dealer
prices are not available, fair value is estimatsidgiquoted market prices or dealer prices forlamsiecurities.

Loans Held for Sale
The fair value of loans held for sale is estimdiaded on market price quoted by the investors.
Loans Receivable

The fair value of loans is estimated by discounfirtgre cash flows, using the current rates at tvBimilar loans with similar remaining
maturities would be made to borrowers with simdedit ratings.

FHLB of New York Stock
The carrying value of FHLB of New York stock appimates fair value.
Deposits

For demand, savings and club accounts, fair valtleei carrying amount reported in the financidkesteents. For certificates of deposit, fair
value is estimated by discounting future cash flawgsng rates currently offered for deposits ofiEnremaining maturities.

Long-Term Debt

The fair value of long-term debt is estimated bscdunting future cash flows using rates currentbilable for liabilities of similar remaining
maturities.

Commitments to Extend Credit

The fair value of credit commitments is estimatsihg the fees currently charged to enter into sindgreements, taking into account the
remaining terms of the agreements and the preseditworthiness of the counterparties. For fixetk-daan commitments, fair value also
considers the difference between current leveistefest rates and the committed rates. The caynatue, represented by the net deferrec
arising from the unrecognized commitment, and #ievialue, determined by discounting the remairmiogtractual fee over the term of the
commitment using fees currently charged to enter similar agreements with similar credit risk, at considered material for disclosure.
The contractual amounts of unfunded commitmentpersented in Note 15.
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Note 16 - Estimated Fair Value of Financial Instrunents (Continued)
The carrying values and estimated fair valuesrwritial instruments are as follows:

December 31,

2006 2005
Carrying Est imated Carrying Estimated
Value Fai rvValue Value Fair Value

(In Thousands)
Financial assets:

Cash and cash equivalents $ 25,837 $ 25,837 $ 25,147 $ 25,147
Securities held to maturity 148,672 1 46,018 140,002 137,760
Loans held for sale 2,976 2,976 780 780
Loans receivable 318,130 3 13,962 284,451 284,676
FHLB of New York stock 3,724 3,724 2,778 2,778
Interest receivable 3,697 3,697 3,104 3,104
Financial liabilities:
Deposits 382,747 3 82,616 362,851 362,193
Long-term debt 74,124 74,230 54,124 50,107
Accrued interest payable 812 812 499 499

Fair value estimates are made at a specific poititrie based on relevant market information andrinfition about the financial instrument.
These estimates do not reflect any premium or discthat could result from offering for sale at dimee the entire holdings of a particular
financial instrument. Because no market value exXwta significant portion of the financial instnents, fair value estimates are based on
judgments regarding future expected loss experjengeent economic conditions, risk characteristitgarious financial instruments, a

other factors. These estimates are subjectivetiur@anvolve uncertainties and matters of judgnaa, therefore, cannot be determined with
precision. Changes in assumptions could signiflgaffect the estimates.

In addition, fair value estimates are based ontiegign-andeff balance sheet financial instruments withoutmpting to estimate the value
anticipated future business, and exclude the vallassets and liabilities that are not considergahitial instruments. Other significant assets
and liabilities that are not considered financidets and liabilities include premises and equipna advance payments by borrowers for
taxes and insurance. In addition, the tax ramificet related to the realization of the unrealizathg and losses can have a significant effect
on fair value estimates and have not been conslderany of the estimates.

Finally, reasonable comparability between finaniatitutions may not be likely due to the widegarof permitted valuation techniques and
numerous estimates which must be made given trenabof active secondary markets for many of thenftial instruments. This lack of
uniform valuation methodologies introduces a gredégyree of subjectivity to these estimated falues.
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BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
Note 17 - Parent Only Financial Information
STATEMENTS OF FINANCIAL CONDITION

December 31,

2006 2005 2004

Assets
Cash and due from banks
Investment in subsidiaries

(In Thousands)
$ 2356 $14806 $ 14
53,527 34,743 29,862

Restricted common stock 124 124 124
Stock subscriptions receivable - 2,353 --
Other assets 92 97 218

Total Assets

$56,099 $52,123 $30,218

Liabilities and Stockholders' Equity

Liabilities
Borrowed money $ 4,124 $ 4,124 $ 4,124
Due to subsidiaries - -- a7
Other liabilities 12 152 11
Total Liabilities 4,136 4,276 4,182

Stockholders' equity

Common stock 324 323 239
Paid-in capital 45,632 45,518 27,725
Treasury stock (859) (795) --
Retained earnings (accumulated deficit) 6,866 2,801 (1,928)
Total Stockholders' Equity 51,963 47,847 26,036
Total Liabilities and Stockholders' Equity $56,099 $52,123 $30,218
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BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
Note 17 - Parent Only Financial Information (Continued)
STATEMENTS OF INCOME

Years Ended in December 31,
2006 2005 2004

(In Thousands)

Interest Income $ 27 % - $ -

Interest expense, borrowed money 310 245 98
Net Interest Income (Expense) (283) (245) (98)

Non-Interest Expenses

Stock-Based Compensation 25 - -

Other 3 - -
Total Non-Interest Expense 28 - -

Loss before Income Tax Benefit and Equity in
Undistributed Earnings of Subsidiaries (311) (245) (98)

Income tax benefit 96 93 38

Loss before Equity in Undistributed of

Subsidiaries Earnings of Subsidiaries (215) (152) (60)
Equity in undistributed earnings of subsidiaries 5,782 4,881 3,679
Net Income $ 5567 $ 4,729 $ 3,619
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BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
Note 17 - Parent Only Financial Information (Contirued)

STATEMENTS OF CASH FLOW

Years Ended December 31,

2006 2005 200 4
(In Thousands)
Cash Flows from Operating Activities
Net income $ 5567 $ 4,729 $ 3, 619
Adjustments to reconcile net income to net cas h provided by
(used in) operating activities:
Equity in undistributed earnings of subsid iaries (5,782) (4,881) 3, 679)
Stock based compensation 25 - --
(Increase) decrease in other assets 5 121 (39)
(Increase) decrease in stock subscriptions receivable 2,353 (2,353) -
Increase (decrease) in due to subsidiaries -- 4an 47
Increase (decrease) in other liabilities (142) 141 11
Net Cash Provided By (Used in) Operating Act ivities 2,026 (2,290) (41)
Cash Flows from Investing Activities
Purchase of restricted common stock -- -- ( 124)
Additional investment in subsidiaries (13,000) -- (5, 066)
Net Cash Used in Investing Activities (13,000) -- (5, 190)
Cash Flows from Financing Activities
Proceeds of long-term debt - - 4, 124
Proceeds from issuance of common stock 90 17,877 1, 071
Cash dividend paid (1,502) - --
Purchase of treasury stock (64) (795) -
Net Cash Provided by (Used in) Financing Act ivities (1,476) 17,082 5, 195
Net Increase (Decrease) in Cash and Cash Equ ivalents (12,450) 14,792 (36)
Cash and Cash Equivalents - Beginning 14,806 14 50
Cash and Cash Equivalents - Ending $ 2,356 $ 14,806 $ 14
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BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements

Note 18 - Quarterly Financial Data (Unaudited)

Interest income $
Interest expense

Net Interest Income

Provision for loan losses

Net Interest Income after Provision
for Loan Losses

Non-interest income
Non-interest expenses

Income before Income Taxes

Income taxes

Net Income $

Net income per common share:
Basic $

Diluted $

Weighted average number of common
shares outstanding:
Basic

Diluted

Quarter Ended

ch 31, June 30, September 30, December

006 2006 2006 2006

(In Thousands, Except Per Share Amounts)
7333 $ 769 $ 8020 $ 8

2,902 3,059 3,593 3

4,431 4,636 4,427 4
250 325 50

4,181 4,311 4,377 4
298 343 308

2,361 2,402 2,396 2

2,118 2,252 2,289 2
789 838 824

1329 ¢ 1414 $ 1465 $ 1

027 $ 028 $ 029 $

026 $ 027 $ 028 $

5,002 5,003 5,006 5

5,159 5,185 5,181 5
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BCB Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements

Note 18 - Quarterly Financial Data (Unaudited) (Cotinued)

Interest income $
Interest expense

Net Interest Income

Provision for loan losses

Net Interest Income after Provision
for Loan Losses

Non-interest income
Non-interest expenses

Income before Income Taxes

Income taxes

Net Income $

Net income per common share:
Basic $

Diluted $

Weighted average number of common
shares outstanding:
Basic

Diluted

Quarter Ended

ch 31, June 30, September 30, December
005 2005 2005 2005
(In Thousands, Except Per Share Amounts)
5703 $ 6,098 $ 6442 $ 6
1,936 2,120 2,459 2
3,767 3,978 3,983 4
260 300 200
3,507 3,678 3,783 3
176 226 205
1,900 1,972 2,095 2
1,783 1,932 1,893 1
638 723 702
1145 ¢ 1209 $ 1191 $ 1
031 $ 032 $ 032 $
029 $ 031 $ 031 $
3,742 3,736 3,717 3
3,922 3,908 3,901 4
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Exhibit 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémwethe previously filed Registration StatementForm S-8 (No. 333-112201) of BCB

Bancorp, Inc. (the "Company") of our report datedrbh 14, 2007, included in the Company's AnnualdRepn Form 10-K for the year
ended December 31, 2006.

Beard Miller Company LLP
Pine Brook, New Jersey
March 23, 2007



EXHIBITS 31.1 AND 31.2

CERTIFICATIONS OF CHIEF EXECUTIVE OFFICER AND
CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002



Exhibit 31.1

Certification of Chief Executive Officer Pursuant$ection 302 of the Sarbar@zley Act of 2002

[, Donald Mindiak, certify that:
1. I have reviewed this Annual Report on Form 16fl8CB Bancorp, Inc.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtadisg with respect to the period
covered by this annual report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant's other certifying officers araté responsible for establishing and maintainisgldsure controls and procedures (as def
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoifes designed under our supervisiol
ensure that material information relating to thgistrant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b) evaluated the effectiveness of the registraligdosure controls and procedures and presentiadsineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

¢) disclosed in this report any change in the teaig's internal control over financial reportitngt occurred during the registrant's most re
fiscal quarter (the registrant's fourth fiscal daain the case of an annual report) that has madlteaffected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officers arfthive disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thdtaamnmittee of registrant's board of directorsgersons performing the equivalent functions):

a) all significant deficiencies and material weads®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefamaincial information; and

b) any fraud, whether or not material, that invelveanagement or other employees who have a sigmifiole in the registrant's internal
control over financial reporting.

March 14, 2007 /'s/ Donald M ndi ak

Dat e Donal d M ndi ak
Presi dent and Chief Executive O ficer



Exhibit 31.2

Certification of Chief Financial Officer Pursuant$ection 302 of the Sarbar®sley Act of 2002

I, Thomas M. Coughlin, certify that:
1. I have reviewed this Annual Report on Form 106f/8CB Bancorp, Inc.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this annual report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant's other certifying officers araté responsible for establishing and maintainisgldsure controls and procedures (as def
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoifes designed under our supervisiol
ensure that material information relating to thgistrant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b) evaluated the effectiveness of the registraligdosure controls and procedures and presentiadsineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

¢) disclosed in this report any change in the teaig's internal control over financial reportitngt occurred during the registrant's most re
fiscal quarter (the registrant's fourth fiscal daain the case of an annual report) that has madlteaffected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officers arfthive disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thdtaamnmittee of registrant's board of directorsgersons performing the equivalent functions):

a) all significant deficiencies and material weads®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefamaincial information; and

b) any fraud, whether or not material, that invelveanagement or other employees who have a sigmifiole in the registrant's internal
control over financial reporting.

March 14, 2007 /'s/ Thomas M Coughlin

Dat e Thomas M Coughlin
Chi ef Financial Oficer



EXHIBIT 32

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND
CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002



Exhibit 32

Certification pursuant to
18 U.S.C. Section 1350,
as adopted pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002

Donald Mindiak, President and Chief Executive Gdfiand Thomas M. Coughlin, Chief Financial OfficéBCB Bancorp, Inc. (the
"Company") each certify in his capacity as an @ffiof the Company that he has reviewed the anepalt of the Company on Form ¥0for
the fiscal year ended December 31, 2005 and ththetbest of his knowledge:

(1) the report fully complies with the requiremeafsSection 13(a) of the Securities Exchange Act384; and

(2) the information contained in the report faipisesents, in all material respects, the finanaaldition and results of operations of the
Company.

The purpose of this statement is solely to compth Witle 18, Chapter 63,
Section 1350 of the United States Code, as amenyi&gction 906 of the Sarbanes-Oxley Act of 2002.

March 14, 2007 /'s/ Donald M ndi ak
Dat e Presi dent and Chief Executive O ficer
March 14, 2007 /'s/ Thomas M Coughlin

Dat e Chi ef Financial Oficer



