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Who is Carver?

Community bank founded in 1948
— Headquartered in Harlem
— $800 million in assets

— 10 branches/9 ATM centers in traditional African-American communities
— NASDAQ: (CARV)

= Substantial steps taken to build long term community and shareholder
value in 2006-2007

— Completed acquisition of Community Capital Bank
— Began alliance with Merrill Lynch

— Piloting initiatives for the “unbanked” through Carver Community
Development Corporation

=  Next Steps: 2008
— Re-branding company for small business/non-profit markets
— Next generation online banking platform under development
- Continue building investment advice/asset gathering through Merrill
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Carver’s Staying on Mission

80% of Carver’'s deposits are invested in the neighborhoods it serves

Carver Community Development Corporation established to formalize and expand our
community development efforts

First priority: successful implementation of the New Markets Tax Credit Award of $59
million

— 85% of credits allocated to developments in twelve months

— High economic value to Carver's communities and stockholders

School Construction Authority Loan Program for Small Contractors Gaining Traction

Launched Financial Literacy Center
— Inaugurated in 2006 (145" Street near Bradhurst Avenue)

— Anti-Predatory Lending Initiative with Harlem Congregations for Community Improvement
and Neighborhood Housing Services

— Financial Empowerment Series

Multiple pilots with the City of New York will Provide Knowledge to Design/Assess Product
Needs of Unbanked/Underbanked Residents
— Opportunity New York

— NYCHA Rent Collection
— HPD: Financial Self Sufficiency
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Current Lending Ad
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Retail Advertising

Last year, Carver reinvested
over 80% of its deposits right
back into the community.
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Merrill Lynch Alliance
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- CARVER BANK welcomes MERRILL LYNCH
to our NEIGHBORHOOD BRANCHES

-

Ask at any Carver Bank branch about financial strategies from Merrill Lynch.
Call toll-free {888) 494-3940 to speak with a Merrill Lynch financial advisor or visit www.mLcom/carverbank.
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Banking Development District

What is the Banking Development District Program (“BDD”)?

Background

— New York State Banking Law enacted in 1997 (Section 96-d and related amendments
to State General Municipal Law 10)

— New York City Banking Commission Adopted similar law in 2003 (Section 1-02 of Title
22 of the Rules of the City of New York)

Rationale: encourage establishment of bank branches in underserved communities to:

— encourage area residents without banking relationships to become part of the
financial mainstream

— stimulate the economy by providing capital for local businesses
— promote community stabilization and revitalization

Benefits for banks
— public deposits at or below market rates of interest
— partial property tax exemption on building/renovation of branch

Eligibility: local government in conjunction w/bank

Results: 37 BDD’s approved
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Malcolm X BDD
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Malcolm X BDD

Carver’s Participation

Malcolm X Branch: 116" and Lenox Avenue at Harlem’s “ Gateway”

= Carver’s first new branch in 15 years, having sold three in turnaround
= Opened Branch on August 27, 2001

= Capital costs approximately $1 million; operating $700,000/annually

= No branches in 60 square block radius. FRB Study documents 1.2
branches/10,000 residents in low income communities vs. 3.4 in higher income
neighborhoods in NYC

= Community stats: 89% Black; median income $13,350 (45% of NYC); 18.5%
unemployment; 35.7% poverty rate (1990 Census)

. E_xp?_cted household growth of 80% in following five years based on housing
pipeline
= Projected Break-even operations in 3 years

What Happened Next?

= September 11, 2001 Tragedy; delays full operation until late October
» Froze development and slowed lease up in building branch occupied
= Core deposit growth 1/4t" that predicted one year out, but better mix

= BDD deposits filled gap and allowed branch to make immediate contribution to
earnings

= ATM fees tripled budget, given limited quality options in the community
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Malcolm X BDD

Current Update

= MXB Branch “broke even” without BDD dollars in 2005 (year 4)
= We built two additional offsite ATM centers in the region

» Released portion of public deposits in year 5

= Two national banks opened across the street in year 6

Carver now operates 3 additional BDD’s

= Jamaica Center in Queens
= 145t Street Branch in Northern Harlem
= Sunset Park in Brooklyn
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Banking Development District

Challenges

= Market conditions/risk must be understood by public officials
and Bank’s board of directors

— Inherent issue is low assets of families/businesses and path to
success without public dollars

= Staff understanding of public demands

— “No free lunch”: significant time spent on community activities
including low margin programs (“Kids Bank on Us”) to build
business for the future

— Sales pitch must be targeted to specific market conditions (non-
profits, landlords who can draw consumers)

= Cost of deposits (terms and collateral) critical to spread

= Public reporting requirements significant

12 & CARVER



Agenda

Who is Carver?

Banking Development District Program

Conclusions and Questions

13 & CARVER



Conclusions and Questions

Urban and ethnic markets are HOT. But complex.

— Improving demographics in inner cities driving greater business
opportunity (small businesses and non-profits)
— However, needs of the “unbanked” remain significant

= Consolidation in the banking industry continues with loss of
community banks, with implications for product/service
delivery matching local customer needs

= Limited regulation of important inner city financial players

= Public sector focus and support is necessary to assist regulated
entities in encouraging the “unbanked” to migrate to “best”
options
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