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Overall CRA Rating

Institution’s CRA Rating: This institution is rated “Satisfactory.”

The following table indicates the performance level of Valley National Bank with
respect to the Lending, Investment, and Service Tests:

Valley National Bank
Performance Tests

Performance Levels Lending Test* Investment Test | Service Test
Outstanding
High Satisfactory X X
Low Satisfactory X

Needs to Improve

Substantial Noncompliance

* The Lending Test is weighted more heavily than the Investment and Service tests when arriving

at an overall rating.

The major factors that support this rating include:

VNB'’s lending activity is good, given the bank’s size, resources, and
competition in the bank’s major markets.

Overall geographic distribution of loans is adequate.
Overall borrower distribution of loans is good.

Community development lending and flexible products had a positive effect
on the lending test.

Community development investments reflect good responsiveness to the
needs of the various assessment areas.

Service delivery systems are reasonably accessible to geographies and
individuals of different income levels.

The bank performs a good level of community development services.
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Definitions and Common Abbreviations

The following terms and abbreviations are used throughout this performance evaluation,
including the CRA tables. The definitions are intended to provide the reader with a general
understanding of the terms, not a strict legal definition.

Affiliate: Any company that controls, is controlled by, or is under common control with another
company. A company is under common control with another company if the same company
directly or indirectly controls both companies. A bank subsidiary is controlled by the bank and
is, therefore, an affiliate.

Aggregate Lending: The number of loans originated and purchased by all reporting lenders in
specified income categories as a percentage of the aggregate number of loans originated and
purchased by all reporting lenders in the MA/assessment area.

Census Tract (CT): A small subdivision of metropolitan and other densely populated counties.
Census tract boundaries do not cross county lines; however, they may cross the boundaries of
metropolitan areas. Census tracts usually have between 2,500 and 8,000 persons, and their
physical size varies widely depending upon population density. Census tracts are designed to
be homogeneous with respect to population characteristics, economic status, and living
conditions to allow for statistical comparisons.

Community Development: Affordable housing (including multifamily rental housing) for low-
or moderate-income individuals; community services targeted to low- or moderate-income
individuals; activities that promote economic development by financing businesses or farms
that meet the size eligibility standards of the Small Business Administration’s Development
Company or Small Business Investment Company programs (13 CFR 121.301) or have gross
annual revenues of $1 million or less; or, activities that revitalize or stabilize low- or moderate-
income geographies.

Community Reinvestment Act (CRA): the statute that requires the OCC to evaluate a
bank’s record of meeting the credit needs of its local community, consistent with the safe and
sound operation of the bank, and to take this record into account when evaluating certain
corporate applications filed by the bank.

Consumer Loan(s): A loan(s) to one or more individuals for household, family, or other
personal expenditures. A consumer loan does not include a home mortgage, small business,
or small farm loan. This definition includes the following categories: motor vehicle loans, credit
card loans, home equity loans, other secured consumer loans, and other unsecured consumer
loans.

Family: Includes a householder and one or more other persons living in the same household
who are related to the householder by birth, marriage, or adoption. The number of family
households always equals the number of families; however, a family household may also
include non-relatives living with the family. Families are classified by type as either a married-
couple family or other family, which is further classified into ‘male householder’ (a family with a
male household and no wife present) or ‘female householder’ (a family with a female
householder and no husband present).
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Full Review: Performance under the Lending, Investment, and Service Tests is analyzed
considering performance context, quantitative factors (e.g., geographic distribution, borrower
distribution, and total number and dollar amount of investments), and qualitative factors (e.g.,
innovativeness, complexity, and responsiveness).

Geography: A census tract delineated by the United States Bureau of the Census in the most
recent decennial census.

Home Mortgage Disclosure Act (HMDA): The statute that requires certain mortgage lenders
that do business or have banking offices in a metropolitan statistical area to file annual
summary reports of their mortgage lending activity. The reports include such data as the race,
gender, and the income of applications, the amount of loan requested, and the disposition of
the application (e.g., approved, denied, and withdrawn). Beginning in 2004, the reports also
include data on loan pricing, the lien status of the collateral, any requests for preapproval and
loans for manufactured housing.

Home Mortgage Loans: Such loans include home purchase, home improvement and
refinancings, as defined in the HMDA regulation. These include loans for multifamily (five or
more families) dwellings, manufactured housing and one-to-four family dwellings other than
manufactured housing.

Household: Includes all persons occupying a housing unit. Persons not living in households
are classified as living in group quarters. In 100 percent tabulations, the count of households
always equals the count of occupied housing units.

Limited Review: Performance under the Lending, Investment, and Service Tests is analyzed
using only quantitative factors (e.g., geographic distribution, borrower distribution, total number
and dollar amount of investments, and branch distribution).

Low-Income: Individual income that is less than 50 percent of the area median income, or a
median family income that is less than 50 percent, in the case of a geography.

Market Share: The number of loans originated and purchased by the institution as a
percentage of the aggregate number of loans originated and purchased by all reporting lenders
in the MA/assessment area.

Median Family Income (MFI): The median income determined by the U.S. Census Bureau
every ten years and used to determine the income level category of geographies. Also, the
median income determined by the Department of Housing and Urban Development annually
that is used to determine the income level category of individuals. For any given area, the
median is the point at which half of the families have income above it and half below it.

Metropolitan Area (MA): Any metropolitan statistical area or metropolitan division, as defined
by the Office of Management and Budget, and any other area designated as such by the
appropriate federal financial supervisory agency.

Metropolitan Division (MD): As defined by Office of Management and Budget, a county or
group of counties within a Metropolitan Statistical Area that contains a population of at least
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2.5 million. A Metropolitan Division consists of one or more counties that represent an
employment center or centers, plus adjacent counties associated with the main county or
counties through commuting ties.

Metropolitan Statistical Area (MSA): An area, defined by the Office of Management and
Budget, as having at least one urbanized area that has a population of at least 50,000. The
Metropolitan Statistical Area comprises the central county or counties, plus adjacent outlying
counties having a high degree of social and economic integration with the central county as
measured through commuting.

Middle-Income: Individual income that is at least 80 percent and less than 120 percent of the
area median income, or a median family income that is at least 80 percent and less than 120
percent, in the case of a geography

Moderate-Income: Individual income that is at least 50 percent and less than 80 percent of
the area median income, or a median family income that is at least 50 percent and less than
80 percent, in the case of a geography.

Multifamily: Refers to a residential structure that contains five or more units.

Other Products: Includes any unreported optional category of loans for which the institution
collects and maintains data for consideration during a CRA examination. Examples of such

activity include consumer loans and other loan data an institution may provide concerning its
lending performance.

Owner-Occupied Units: Includes units occupied by the owner or co-owner, even if the unit
has not been fully paid for or is mortgaged.

Qualified Investment: A qualified investment is defined as any lawful investment, deposit,
membership share, or grant that has as its primary purpose community development.

Rated Area: A rated area is a state or multi-state metropolitan area. For an institution with
domestic branches in only one state, the institution’s CRA rating would be the state rating. If
an institution maintains domestic branches in more than one state, the institution will receive a
rating for each state in which those branches are located. If an institution maintains domestic
branches in two or more states within a multi-state metropolitan area, the institution will receive
a rating for the multi-state metropolitan area.

Small Loan(s) to Business(es): A loan included in 'loans to small businesses' as defined
in the Consolidated Report of Condition and Income (Call Report) and the Thrift Financial
Reporting (TFR) instructions. These loans have original amounts of $1 million or less and
typically are either secured by nonfarm or nonresidential real estate or are classified as
commercial and industrial loans.

Small Loan(s) to Farm(s): A loan included in ‘loans to small farms’ as defined in the
instructions for preparation of the Consolidated Report of Condition and Income (Call Report).
These loans have original amounts of $500,000 or less and are either secured by farmland, or
are classified as loans to finance agricultural production and other loans to farmers.
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Tier One Capital: The total of common shareholders’ equity, perpetual preferred
shareholders’ equity with non-cumulative dividends, retained earnings and minority interests in
the equity accounts of consolidated subsidiaries.

Upper-Income: Individual income that is more than 120 percent of the area median income,
or a median family income that is more than 120 percent, in the case of a geography.
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Description of Institution

Valley National Bank (VNB), chartered in Passaic, New Jersey has its headquarters in Wayne,
New Jersey. As of December 31, 2004, VNB had total assets of $10.7 billion and Tier 1 capital
of $808 million. VNB is an interstate bank operating primarily in northern New Jersey and New
York City (Manhattan) and is the principal subsidiary of Valley National Bancorp, a one-bank
holding company. The bank has 15 wholly owned operating subsidiaries. We reviewed qualifying
CRA investments held by VN Investments, Inc. The operating subsidiaries have no impact on
the bank's capacity for community reinvestment.

During the period from the prior CRA evaluation through year-end 2004, the bank expanded primarily
through internal growth. At June 30, 2005, VNB's branch network increased from 128 branches to
134 branches, excluding the acquisitions noted below. There were eight branch openings and two
branch closings. The branch closings were in middle- and upper-income geographies. A
substantial majority of the branches are located in the northern part of New Jersey.

Subsequent to year-end 2004, VNB made two acquisitions, increasing the bank’s assets to $12 billion and
161 branches. In March 2005, VNB acquired Shrewsbury State Bank (SSB), a $425 miillion retail bank
and 12 branches in Monmouth County. This acquisition resulted in the expansion of the existing Edison,
NJ Metropolitan Division (MD) assessment area (AA) to include Monmouth County. Additionally, in June
2005, VNB completed the acquisition of NorCrown Bank (NorCrown), a $622 million retail bank with 15
branches in northern New Jersey. NorCrown’s AA overlaps the bank’s existing Newark-Union MD. Due to
the timing of these acquisitions, none of the activities of these former banks or the activity in the expanded
AA was considered in this evaluation.

As of December 31, 2004, total bank assets included loans of $6.9 billion and investments of $3.1
billion. Total deposits amounted to $7.6 billion. The loan portfolio is broken down as follows: residential
real estate loans $2.3 billion (34 percent), commercial real estate loans $1.6 bilion (23 percent),
installment loans and credit cards $1.2 billion (17 percent), $1.3 billion (19 percent) in commercial
loans, and $480 million (7 percent) in all other loans.

There are no impediments, legal or otherwise, which would hinder the bank's ability to help meet the
credit needs of its AAs.

Competition is intense within the major markets that the bank operates. VNB competes with several local,
large regional, and multinational banking institutions, mortgage companies, and non-financial
intermediaries for both mortgage and small business lending opportunities to low- and moderate-income
individuals and geographies throughout the AAs.

VNB’s last CRA evaluation was dated July 29, 2002. The bank received a “Satisfactory” rating.
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Scope of the Evaluation
Evaluation Period/Products Evaluated

This evaluation is based on three distinct time periods: January 1, 2002 thru December 31,
2002 (2002 Evaluation Period), January 1, 2003 thru December 31, 2003 (2003 Evaluation
Period), and January 1, 2004 thru December 31, 2004 (2004 Evaluation Period). The 2002
Evaluation Period is evaluated using 1990 census demographic information. The 2003 and
2004 Evaluation Periods use Census 2000 demographic information, however, the 2004
Evaluation Period is also evaluated using the revised Metropolitan Statistical Areas (MSA)
boundaries defined by the U.S. Office of Management and Budget (OMB). Differences in
demographic information are evident between the two censuses and boundaries. Refer to
appendix B for the facts and data. The standard FFIEC tables for the 2004 Evaluation Period
can be found in appendix B. Market data was not available for this period.

Conclusions regarding the Lending Test are based on small business and HMDA reportable
loans from the 2002 thru 2004 Evaluation Periods. Peer data for the 2002 and 2003
Evaluation Periods were reviewed. Peer data for HMDA and small business loans for the 2004
Evaluation Period is not available as of this evaluation date. The community development
lending performance analysis considered loans made since the previous CRA examination and
includes loans made from July 29, 2002 to July 5, 2005. VNB did not make any small loans to
farms, thus Tables 7 and 12 have been eliminated from the PE. Additionally, the volume of
multifamily loans was not considered significant for this evaluation.

The Investment Test included investments, grants, and donations made within the AAs that
meet the definition of community development. The Service Test included a review of retail
and community development services provided in the bank's AAs. The evaluation period for
community development investments and services is July 29, 2002 to July 5, 2005. The
bank’s retail services were evaluated using Census 2000 demographic data and revised MSA
boundaries.

Additionally, as noted earlier, no consideration was given to any lending, investment or
services made in the expanded AA and/or by the former SSB or NorCrown, given the
recentness of the acquisitions.

Data Integrity

Prior to conducting this CRA evaluation, we tested the accuracy of the bank’s data, including
data made available to the public in accordance with HMDA and the CRA regulation. Public
data includes home mortgage lending, small loans to businesses, and CD loans. We also
reviewed the accuracy of non-public data for qualified investments and CD services. Our
review disclosed minor errors with respect to the HMDA data, which management corrected
prior to this CRA evaluation. Additionally, only those investments, loans, services meeting the
definition of community development were included in the CD tests. Our evaluation is based
on data that is accurate.
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Selection of Areas for Full-Scope Review

VNB has one AA within the state of New Jersey, which received a full-scope review. Every
multistate metropolitan area in which the bank has branches in more than one state received
at least one full-scope review.

Ratings

The bank’s overall rating is a blend of the multistate metropolitan area ratings and state rating.
The New York-Newark-Edison MSA, consisting primarily of the New York-Wayne-White Plains
NY-NJ (referred to as the NY-NJ Multistate MD throughout this evaluation) and Newark-Union,
NJ Metropolitan Divisions (MDs) received the most weight in arriving at the overall rating.
Performance in each of the MDs was analyzed separately in arriving at the multistate MSA
rating. The multistate rated area accounts for the significant majority of the bank’s lending and
deposit activity.

The multistate metropolitan area ratings and state rating are based primarily on those areas
that received full-scope reviews.

Prior to OMB redefining the metropolitan area boundaries in 2004, VNB would have received
state ratings for New Jersey and New York, as the PMSAs that the bank operated in were not
in a multistate MSA. The New Jersey rating would have been based primarily on the activity in
the former Bergen-Passaic PMSA 0875 and Newark PMSA 5640. These two PMSAs are now
incorporated within MDs in the New York-Newark-Edison MSA. The New York rating would
have been based on activity in the Manhattan (New York County) portion of the former New
York PMSA 5600. This PMSA is now combined with the New Jersey counties that make up
the NY-NJ Multistate MD within the New York-Newark-Edison MSA. The former Jersey City
PMSA 3640 was also incorporated into the NY-NJ Multistate MD, while Middlesex and
Somerset counties are now incorporated into the Edison, NJ MD.

Fair Lending Review

We found no evidence of illegal discrimination or other illegal credit practices.
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Multistate Metropolitan Area Rating

CRA rating for the New York-Newark-Edison Metropolitan Statistical Area’: Satisfactory
The lending test is rated: High Satisfactory
The investment test is rated: High Satisfactory
The service test is rated: Low Satisfactory

The major factors that support this rating include:

° VNB'’s lending activity is good, given the bank’s size, resources, and competition in the
bank’s major markets.

° Overall geographic distribution of loans is adequate.
° Overall borrower distribution of loans is good.

° Community development lending and flexible products had a positive effect on the
lending test.

) Community development investments reflect good responsiveness to the needs of the
various assessment areas.

Service delivery systems are reasonably accessible to geographies and individuals of
different income levels.

) The bank performs a good level of community development services.

Description of Institution’s Operations in New York-Newark-Edison
Metropolitan Statistical Area

Refer to the market profiles for the NY-NJ Multistate MD and the Newark-Union MD within the
New York-Newark-Edison Metropolitan Statistical Area in appendix C for detailed
demographics and other performance context information.

As discussed earlier in this evaluation, OMB’s redefining of the boundaries of the MSAs results
in VNB operating within three MDs within the New York-Newark-Edison MSA. Two of these
MDs (NY-NJ Multistate and Newark-Union) received full scope reviews while the Edison MD
received a limited review.

! This rating reflects performance within the multistate metropolitan area. The statewide
evaluations do not reflect performance in the parts of those states contained within the multistate
metropolitan area.

10
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Within the New York-Newark-Edison MSA, VNB operates 131 branches representing 98
percent of the bank’s total branch network. The NY-NJ Multistate MD accounts for 79 (60
percent) of the branches in the MSA, while the Newark-Union MD has 47 (36 percent)
branches. The Edison, NJ MD with five branches, accounts for 4 percent.

Within the overall MSA, competition is very strong for both deposits and loans. Based on the
June 30, 2004 FDIC Summary of Deposits, VNB ranks 10™ out of 135 institutions in the NY-NJ
Multistate MD with a 1.28 percent market share. In the Newark-Union MD, VNB ranks 6™ out
of 64 institutions with a 4.45 percent market share. Based on 2003 mortgage peer data and
former PMSA boundaries, the bank ranked 14™ out of 551 lenders in home mortgage loan
originations in the Bergen-Passaic PMSA and 16™ out of 638 lenders in the Newark PMSA.

Housing prices within the MSA have appreciated substantially in northern NJ (primarily
Bergen, Passaic, and Essex counties) and also in Manhattan (NYC). Based on a survey by
the National Association of Realtors, the median sales price of existing single-family homes
within the MSA during the first quarter of 2005 rose 18 percent over the same prior year period
and was $435,000, substantially higher than the census 2000 median of $238,567 in the NY-
NJ Multistate MD and $205,824 in the Newark-Union MD, making homeownership difficult for
most low- and moderate-income individuals in the area. In Manhattan, the current median
price of housing is $775,000, making it extremely difficult for low- and even moderate-income
individuals to purchase a residence. These factors were considered in our lending analysis.

LENDING TEST
Conclusions for Areas Receiving Full-Scope Reviews

The bank’s performance under the lending test in the New York-Newark-Edison MSA is rated
“High Satisfactory.” Based on full-scope reviews, the bank’s performance in the NY-NJ
Multistate MD and the Newark-Union MD is good.

Lending Activity

Refer to Tables 1 Lending Volume in the “Multistate Metropolitan Areas” section of appendix D
for the facts and data used to evaluate the bank’s lending activity.

VNB’s lending activity in the areas receiving full-scope reviews is good, given the bank’s size,
resources, and competition in the AAs. Home mortgage lending volume in NYC is very low,
given the historical emphasis on commercial lending in this area.

Within the MSA, approximately 96 percent of all home mortgage and small loans to businesses
originated in the two full-scope MDs. The NY-NJ Multistate MD accounted for 54 percent while
the Newark-Union MD accounted for 42 percent. Over the evaluation periods in the NY-NJ
Multistate MD, 57 percent of the lending volume was home mortgage loans with small
business accounting for the remainder. In the Newark-Union MD, 73 percent of the lending
volume was home mortgage loans with small business accounting for the remainder.

Between 2003 and 2004, the volume of home mortgage lending decreased significantly in both
MDs as interest rates began to rise and the level of refinancing declined.

11
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In each evaluation period, the distribution by home mortgage loans was consistent among the
two full scope MDs. In the 2002 evaluation period, 15 percent were for home purchase, 16
percent were for home improvement and 69 percent were for home refinance.

The historical low and declining interest rate environment during 2003 had a significant impact
on home mortgage distribution. Approximately 89 percent were for home refinance, 9 percent
were for home purchase, and 2 percent were for home improvement. It can be presumed that
a large number of refinancing lending included cash-out, which borrowers could use for other
purposes including home improvement.

As interest rates began to rise during 2004, overall mortgage lending slowed, with 60 percent
of the mortgage loans for home refinance, 30 percent for home purchase, and 10 percent for
home improvement.

Small business lending is highly competitive in the MDs. The latest available peer data (2003)
is available on the pre-2004 MSA boundaries. In the Bergen-Passaic PMSA (now part of the
NY-NJ Multistate MD), the bank ranked 16™ out of 135 lenders with a 1.57 percent market
share. The bank ranked 4" out of 50 depository institutions with a 9.7 percent deposit market
share. In the Manhattan portion of the New York PMSA (also now part of the NY-NJ Multistate
MD), VNB ranked 19" of 228 lenders with a 0.38 percent market share. The bank ranked 22"
in deposit market share with 0.34 percent. In Manhattan, the top five lenders have a combined
market share of 67 percent and are nationwide credit card lenders. In the Newark PMSA (now
part of the Newark-Union, NJ MD), the bank ranked16th out of 160 lenders with a 0.62 percent
market share. The bank ranked 6" in deposit market share with 4.6 percent of the area’s
deposits. In the Newark PMSA, the top four lenders are nationwide credit card lenders and
have a combined market share of 51 percent.

During the periods 2002 through 2004, the volume of small loans to businesses has increased
by 50 percent in both MDs, including NYC. The increase is attributed to the bank’s
introduction of its EZ small business loan and line of credit products.

Distribution of Loans by Income Level of the Geography

The overall distribution of loans by income level of the geography is adequate.

Home Mortgage Loans

Refer to Tables 2, 3, and 4 in the “Multistate Metropolitan Areas” section of appendix D for the
facts and data used to evaluate the geographic distribution of the bank’s home mortgage loan
originations and purchases.

VNB’s geographic distribution of home mortgage loans is adequate in both MDs given the
demographics and competition. As noted earlier, the bank competes with several hundred

bank and non-bank lenders within each MD.

Based on 1990 census demographics and MSA boundaries, less than 1 percent (2,341 units)
of owner-occupied housing units in the former Bergen-Passaic PMSA are in low-income

12
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geographies. In the former Newark PMSA only 2 percent % (8,086 units) are located in low-
income geographies. Based on 2000 census demographics and MSA boundaries, slightly less
than 2 percent of the owner-occupied housing units in the Bergen-Passaic PMSA are in low-
income geographies and 3 percent are in the Newark PMSA. In 2004, the NY-NJ Multistate
MD has less than 1 percent of owner-occupied housing in the low-income geographies as a
result of the high level of rental housing in Manhattan. The Newark-Union MD has nearly 3.5
percent (14,240 units) of owner-occupied housing units in low-income geographies.

VNB’s home purchase loan geographic distribution is adequate in both MDs. In 2002 and
2004, the percentage of lending in low-income geographies was below the percentage of
owner-occupied housing in these geographies in the former Bergen-Passaic PMSA and NY-NJ
Multistate MD. In 2003, the percentage of lending exceeded the percentage of owner-
occupied housing in the Bergen-Passaic PMSA. The percentage of lending in moderate-
income geographies for all evaluation periods was below the percentage of owner-occupied
housing in these geographies.

In the Newark PMSA/Newark-Union MD, the percentage of lending in both low- and moderate-
income geographies was below the percentage of owner-occupied housing in all evaluation
periods. In 2002 and 2003, the bank’s market share in both low- and moderate-income
geographies in the respective PMSAs was below or significantly below the bank’s overall
market share.

VNB’s home improvement loan geographic distribution is adequate in both MDs, although it
has varied widely in the Newark-Union MD. In 2002 and 2003, the percentage of lending in
low-income geographies was below and exceeded, respectively, the percentage of owner
occupied housing in these geographies in the former Bergen-Passaic PMSA. In 2004, the
bank did not originate any home improvement loans in low-income geographies in the NY-NJ
Multistate MD. In moderate-income geographies, the percentage of lending was below the
percentage of owner-occupied housing in each evaluation period.

In the Newark PMSA, the percentage of lending in both low- and moderate-income
geographies was significantly below the percentage of owner-occupied housing in those
geographies as was the bank’s market share during the 2002 and 2003 Evaluation Period. In
2004, the bank’s percentage of lending improved in both low- and moderate-income
geographies, but still remains below the demographic comparator of owner occupied housing.
In both the 2002 and 2003 Evaluation Period, the bank’s market share in low- and moderate-
income geographies was below or significantly below its overall market share in both AAs.

VNB’s home refinance loan geographic distribution is adequate in both AAs. The percentage
of lending in both low- and moderate-income geographies is below the percentage of owner
occupied housing throughout each evaluation period in each AA. In both the 2002 and 2003
Evaluation Period, the bank’s market share in the former Newark PMSA was significantly
below its overall market share in both low- and moderate-income geographies while it was
below in the former Bergen-Passaic PMSA.

13
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Small Loans to Businesses

Refer to Table 6 in the "Multistate Metropolitan Areas” section of appendix D for the facts and
data used to evaluate the geographic distribution of the bank’s origination/purchase of small
loans to businesses.

The geographic distribution of small loans to businesses is good in the NY-NJ Multistate MD
and adequate in the Newark-Union MD. In the 2002 Evaluation Period, the percentage of
loans in both low- and moderate-income geographies in the former Bergen-Passaic and
Newark PMSAs is below the percentage of businesses within those geographies. In 2003,
lending performance is below in low-income geographies and near to in moderate-income
geographies. The bank’s market share in low-income geographies slightly exceeded the
overall market share in 2002 and 2003. The bank’s market share in moderate-income
geographies substantially meets the overall market share. In the 2004 Evaluation Period, the
bank’s percentage in low-income geographies is significantly below the percentage of
businesses within those geographies and in moderate-income geographies is below the
demographics. This lower performance in 2004 is a result of the greater number of businesses
in the revised 2004 MSA boundaries, which distorts the percentage of businesses in the AA
(nearly 85,000 businesses in the former Bergen-Passaic PMSA versus 339,000 businesses in
the NY-NJ Multistate MD).

Over the three-year evaluation period in the Newark-Union MD, the percentage of lending in
both low- and moderate-income geographies was below the percentage of businesses within
those geographies. In 2002 and 2003, the bank’s market share in low-income geographies
substantially meets the bank’s overall market share. In moderate-income geographies, the
bank’s market share is below its overall market share.

Lending Gap Analysis

Maps detailing VNB’s lending activity during the evaluation period for home mortgage loans
and small loans to businesses were reviewed to identify gaps in the geographic distribution of
those loans. No unexplained conspicuous gaps were identified.

Inside/Outside Ratio

This portion of the evaluation was performed at the bank level. During the evaluation period,
VNB originated a significant majority (78 percent) of its loans and dollar amount in the
combined AAs. VNB originated 73 percent of its HMDA loans and 89 percent of its small loans
to businesses in the AAs. The high volume of small loans to businesses in the AAs partially
reflects VNB's historical marketing efforts towards small business lending.
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Distribution of Loans by Income Level of the Borrower

The overall distribution of loans by income level of the borrower is good.
Home Mortgage Loans

Refer to Tables 8, 9, and 10 in the “Multistate Metropolitan Areas” section of appendix D for
the facts and data used to evaluate the borrower distribution of the bank’s home mortgage loan
originations and purchases.

VNB'’s distribution of loans by borrower income level is good in both full scope MDs. The high
cost of housing, coupled with a high percentage of households below the poverty level, makes
it extremely difficult for low- and/or moderate-income families to afford housing in both MDs.
More consideration was placed on the moderate-income performance due to the high costs of
housing. The competition among lending institutions in the areas was also considered in our
evaluation.

Over the evaluation periods, particularly in 2002 and 2003, the percentage of home purchase
lending to moderate-income borrowers was near to or exceeded the percentage of such
families in both MDs. During 2004, home purchase lending to moderate-income borrowers in
the NY-NJ Multistate MD weakened and was below the percentage of such families. In 2004,
performance in lending to moderate-income borrowers exceeded the demographics in the
Newark-Union MD. Home purchase lending to low-income borrowers was below the
percentage of such families in both full scope MDs.

The percentage of home improvement lending to low-income borrowers was below the
percentage of low-income families in both full scope MDs. The percentage of lending to
moderate-income borrowers exceeded the percentage of such families in the Newark-Union
MD in both the 2003 and 2004 Evaluation Periods and somewhat below in the 2002 Evaluation
Period. Performance in the NY-NJ Multistate, taking into account the former MSA boundaries,
and loan volume, varied over the three-year period.

Over the evaluation periods, particularly in 2003 when home refinance lending was the
significant majority of mortgage lending volume, the percentage of home refinance lending to
moderate-income borrowers exceeded the percentage of such families in both MDs. In 2002
and 2004 Evaluation Periods, lending performance to moderate-income borrowers was good.
In 2002, the percentage of lending to moderate-income borrowers exceeded in the Newark
PMDA and was somewhat below the percentage of families in the Bergen-Passaic PMSA. In
2004, lending was near to the demographics in the Newark NJ MD and somewhat below in the
NY-NJ MD. Home refinance lending to low-income borrowers was significantly below the
percentage of such families in both full scope MDs.

Small Loans to Businesses
Refer to Table 11 in the “Multistate Metropolitan Areas” section of appendix D for the facts and

data used to evaluate the borrower distribution of the bank’s origination/purchase