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PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Financial Condition

(Unaudited)
ltem 1. Financial Statements
June 30 December 3:
(Dollars in thousands, except per share d: 2013 2012
ASSETS
Cash and due from ban $ 42,19% $ 40,42°¢
Securities available for sal
Mortgage-backed securities ($15,040 and $24,91diratalue pursuant to the fair value option ate)@0, 2013 and
December 31, 2012, respective 782,38t 720,111
Other securities ($29,792 and $29,577 at fair vplusuant to the fair value option at June 30, 281@December 3.
2012 respectively 258,33! 229,45:
Loans available for sa 33t 5,31%
Loans:
Multi-family residentia 1,607,091 1,534,43
Commercial real esta 526,06 515,43
One-to-four family — mixec-use propert) 605,25« 637,35!
One-to-four family — residentia 196,31t 198,96¢
Cao-operative apartmen 9,33t 6,307
Constructior 11,45( 14,38!
Small Business Administratic 8,56¢ 9,49¢
Taxi medallion 5,11¢ 9,927
Commercial business and otl 306,89 295,07¢
Net unamortized premiums and unearned loan 12,01¢ 12,74¢
Allowance for loan losses (32,359 (31,109
Net loans 3,255,74 3,203,01
Interest and dividends receival 17,38( 17,91
Bank premises and equipment, 21,38( 22,50(
Federal Home Loan Bank of New York stc 47,42( 42,337
Bank owned life insuranc 107,91( 106,24
Goodwill 16,127 16,127
Core deposit intangibl 234 46€
Other assets 49,76¢ 47,507
Total assets $4,599,211 $ 4,451,4L
LIABILITIES
Due to depositors
Non-interest bearin: $ 173,95 $ 155,78¢
Interes-bearing:
Certificate of deposit accour 1,165,15 1,253,22!
Savings account 272,15: 288,39¢
Money market accoun 197,12 148,61¢
NOW accounts 1,221,341 1,136,59!
Total interes-bearing deposit 2,855,77 2,826,84:
Mortgagors' escrow depos 40,80¢ 32,56(
Borrowed funds ($26,192 and $23,922 at fair valuespant to the faivalue option at June 30, 2013 and Decembe
2012, respectively 883,86 763,10!
Securities sold under agreements to repurc 175,30( 185,30(
Other liabilities 46,79: 45,45;
Total liabilities 4,176,49. 4,009,05
STOCKHOLDERS' EQUITY
Preferred stock ($0.01 par value; 5,000,000 steutsorized; None issue - -
Common stock ($0.01 par value; 100,000,000 shatmazed; 31,530,595 shares issued at June 33, 20d
December 31, 2012; 30,103,613 shares and 30,748l%28s outstanding at June 30, 2013 and Decerib20382,
respectively’ 31k 31k
Additional paic-in capital 200,27¢ 198,31«

Treasury stock, at average cost (1,426,982 shark3&v,266 shares June 30, 2013 and December 31, 2(




respectively (20,979 (20,259

Retained earning 250,19: 241,85¢
Accumulated other comprehensive income (loss)phttxes (7,08 12,13
Total stockholders' equity 422,72¢ 442,36"
Total liabilities and stockholders' equity $4,599,211 $ 4,451,41

The accompanying notes are an integral part oktheasolidated financial statements
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PART | — FINANCIAL INFORMATION

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES

Consolidated Statements of Income

(Unaudited)
For the three months For the six months
ended June 3| ended June 3C
(Dollars in thousands, except per share d¢ 2013 2012 2013 2012
Interest and dividend income
Interest and fees on loa $ 42,86! 46,12 $ 85,807 $ 92,68!
Interest and dividends on securiti
Interest 7,172 8,04t 14,12¢ 15,67¢
Dividends 23¢€ 20t 411 412
Other interest incom 24 11 41 28
Total interest and dividend income 50,29¢ 54,38¢ 100,38: 108,79¢
Interest expense
Deposits 8,09¢ 10,22t 16,38/ 21,13t
Other interest expense 4,90¢ 5,872 12,55¢ 12,03:
Total interest expense 12,99¢ 16,09% 28,93¢ 33,161
Net interest income 37,29¢ 38,281 71,44: 75,63:
Provision for loan losses 3,50( 5,00( 9,50( 11,00(
Net interest income after provision for loan losse 33,79¢ 33,28 61,94: 64,63:
Non-interest income (loss
Otherthar-temporary impairment ("OTTI") char¢ (1,22 (6,21¢) (1,227 (6,21¢)
Less: Non-credit portion of OTTI charge recorde®ther Comprehensive Income, befi
taxes 71¢ 5,44z 71¢ 5,44z
Net OTTI charge recognized in earnir (509) (77€) (509) (776€)
Loan fee incom 817 634 1,42¢ 1,10C
Banking services fee incon 411 40¢ 843 864
Net gain on sale of loar 152 39 142 39
Net gain from sale of securiti 18 - 2,87¢ -
Net loss from fair value adjustmet (30¢) (562) (437) (2,010
Federal Home Loan Bank of New York stock divide 401 33¢ 81% 728
Bank owned life insuranc 841 68¢ 1,66¢€ 1,38t
Other income 37C 337 718 661
Total non-interest income 2,19¢ 1,10¢ 7,541 2,98¢
Non-interest expense
Salaries and employee bene 10,96! 10,457 23,19¢ 21,49¢
Occupancy and equipme 1,85¢ 1,91¢ 3,71¢ 3,84¢
Professional service 1,51¢ 1,55: 3,13¢ 3,27t
FDIC deposit insuranc 78€ 1,08% 1,77 2,10
Data processin 1,09¢ 1,051 2,14z 2,027
Depreciation and amortizatic 734 78E 1,501 1,61¢
Other real estate owned/foreclosure expt 444 59t 1,112 1,307%
Other operating expens 2,81¢ 2,79:¢ 6,057 6,097
Total nor-interest expens 20,21 20,23¢ 42,63: 41,77¢
Income before income taxe 15,78 14,15¢ 26,851 25,84:
Provision for income taxes
Federal 4,66: 4,23¢ 8,12¢ 7,86(
State and loce 1,492 1,28: 2,35C 2,217
Total taxes 6,15t 5,51¢ 10,47¢ 10,071




Net income $ 9,627 $ 8637 $ 16,380 $ 15,76¢

Basic earnings per common sh $ 03z $% 0.2¢ % 054 $ 0.5Z
Diluted earnings per common shi $ 03z $ 0.2¢ % 054 $ 0.5Z
Dividends per common sha $ 0.1z % 0.1z % 0.2¢ $ 0.2¢

The accompanying notes are an integral part oktheasolidated financial statements.
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PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Comprehensive Income

(Unaudited)
For the three months enc  For the six months ended
June 30 June 30
(Dollars in thousands 2013 2012 2013 2012
Comprehensive Income
Net income $ 9,627 $ 8637 $ 16,380 $ 15,76¢
Amortization of actuarial losse 174 14¢ 34¢ 29¢
Amortization of prior service credi (6) @) (12 (23
OTTI charges included in incon 28¢ 437 28¢ 437
Unrealized gains (losses) on securities, net (15,639 2,052 (19,83) 3,26¢
Comprehensive income (los $ (5550 $ 112668 $ (2,835 $ 19,75

The accompanying notes are an integral part oktheasolidated financial statements.
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PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Cash Flows

(Unaudited)
For the six months ended
June 30
(Dollars in thousands 2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 16,38: $  15,76¢
Adjustments to reconcile net income to net caskigea byoperating activities
Provision for loan losse 9,50( 11,00(
Depreciation and amortization of bank premiseseqdpmen 1,501 1,61¢
Net gain on sale of loar (1439 (39
Net gain on sale of securiti (2,87¢) -
Amortization of premium, net of accretion of disob 3,75(C 3,21(
Net loss from fair value adjustmer 431 1,01C
OTTI charge recognized in earnir 503 T7€
Income from bank owned life insuran (1,666€) (1,38
Stoclk-based compensation expel 2,40( 2,21¢
Deferred compensatic (509) (3049
Amortization of core deposit intangibl 234 234
Excess tax benefit from stc-based payment arrangeme (329 (78)
Deferred income tax (benefit) provisi 14¢ (485)
Decrease in prepaid FDIC assessn 3,287 1,95:
Increase in other liabilitie 7,307 4,13¢
Decrease (increase) in other assets 57z (3,839
Net cash provided by operating activit 40,49¢ 35,79¢
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of bank premises and equipr (38)) (70¢)
Net purchase of Federal Home Loan Bank of New Yahwdres (5,087) (6,602)
Purchases of securities available for ¢ (303,699 (225,43()
Proceeds from maturities and prepayments of sésigvailable for sal 182,48: 82,28¢
Net (originations) and repayments of loi (77,339 (37,96
Purchases of loar (452) (3,45€6)
Proceeds from sale of real estate ow 2,83¢ 1,22¢
Proceeds from sale of delinquent loans 20,891 16,494
Net cash used in investing activities (180,74) (174,159
CASH FLOWS FROM FINANCING ACTIVITIES
Net increase in ncinterest bearing deposi 18,16¢ 21,00:
Net increase (decrease) in inte-bearing deposit 28,36: (37,249
Net increase in mortgagors' escrow depc 8,24t 6,09/
Net proceeds from shi-term borrowed fund 38,00( 60,74(
Proceeds from lor-term borrowings 149,83 162,51¢
Repayment of lor-term borrowings (79,91) (80,000
Purchases of treasury stc (13,369 (2,227
Excess tax benefit from stc-based payment arrangeme 324 78
Proceeds from issuance of common stock upon ereo€istock option 23t 814
Cash dividends paid (7,879 (7,937
Net cash provided by financing activiti 142,01 123,85(
Net increase (decrease) in cash and cash equis 1,771 (14,504
Cash and cash equivalents, beginning of period 40,42°¢ 55,721
Cash and cash equivalents, end of pe $  42,19¢ $  41,21¢

SUPPLEMENTAL CASH FLOW DISCLOSURE
Interest paic $ 2831¢ $ 32,87¢




Income taxes pai
Taxes paid if excess tax benefits were not tax cidole
Nor-cash activities
Loans transferred to real estate ow
Loans provided for the sale of real estate ow
Loans held for investment transferred to availdbiesale
Loans held for sale transferred to loans heldrdeestmen

The accompanying notes are an integral part okthessolidated financial statements.
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PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Changes in Stockholdergquity

(Unaudited)
For the six months ended
June 30

(Dollars in thousands, except per share d¢ 2013 2012
Common Stock
Balance, beginning of peric $ 31 $ 31t
No activity - -

Balance, end of period $ 31t $ 31t
Additional Paid-In Capital
Balance, beginning of peric $ 198,31: $ 195,62¢
Award of common shares released from Employee Behefst (137,346 and 150,5&mmon shares for the six mon

ended June 30, 2013 and 2012, respecti 1,55¢ 1,39¢
Shares issued upon vesting of restricted stockawéirds (120,014 and 113,072 common shares faithmonths ende

June 30, 2013 and 2012, respectivi 16C 317
Issuance upon exercise of stock options (96,925188¢640 common shares for the six months endeg ION2013 anc

2012, respectively 11€ 97
Stocl-based compensation activity, 1 (192 191
Stock-based income tax benefit 324 78

Balance, end of period $ 200,27¢ $ 197,70¢
Treasury Stock
Balance, beginning of peric $ (10,25) $ (7,359
Purchases of shares outstanding(806,092 and136¢®8Mon shares for the six months ended June 33, 2041 2012,

respectively’ (12,609 (1,723
Shares issued upon vesting of restricted stockauwvéirds (176,456 and 142,022 common shares faithmonths ende

June 30, 2013 and 2012, respectivi 2,33t 1,684
Issuance upon exercise of stock options (151,385148,020 common shares for the six months endes 30, 2013

and 2012, respectivel 2,05¢ 1,35¢
Purchases of shares to fund options exercised332&nd 40,866 common shares forsix months ended June &

2013 and 2012, respective (2,750 (54¢)
Repurchase of shares to satisfy tax obligationsl@®and 38,121 common shares for the six monttiscedune 30,

2013 and 2012, respectively) (759 (502

Balance, end of peric $ (20979 $ (7,086
Retained Earnings
Balance, beginning of peric $ 24185t $ 223,51
Net income 16,38 15,76¢
Cash dividends declared and paid on common sh0e26 per common share for the six months endee 3002013

and 2012, respectivel (7,879 (7,93))
Issuance upon exercise of stock options (54,160L8B0 common shares for the six months ended 3yn2013 and

2012, respectively (69) (23)
Shares issued upon vesting of restricted stockauwéirds (56,242 and 28,950 common shares for xta@nths ended

June 30, 2013 and 2012, respectively) (99 (98)

Balance, end of period $ 250,19: $ 231,22
Accumulated Other Comprehensive Income (Loss
Balance, beginning of peric $ 12,137 $ 4,81
Change in net unrealized gains (losses) on seesiaffailable for sale, net of taxesapproximately $14,140 ar

($2,566) for the six months ended June 30, 201384&, respectivel (18,219 3,26¢
Amortization of actuarial losses, net of taxes mr@ximately ($270) and ($233) for the six monthded June 30, 201

and 2012, respective 34¢& 29¢
Amortization of prior service credits, net of tax&sapproximately $10 for both six month periodsies June 30, 2013

and 2012, (12) (23)
OTTI charges included in income, net of taxes gfrapimately ($220) and ($339) for the six monthdedhJune 30,

2013 and 2012, respective 28z 437
Reclassification adjustment for gains includedétincome, net of tax of approximately $1,257 far six months ende

June 30, 2013 (1,619 -

Balance, end of period $ (7,08) $ 8,80¢
Total Stockholders' Equity $ 422,728 $ 430,96t




The accompanying notes are an integral part okthessolidated financial statements .
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PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

1. Basis of Presentatior

Flushing Financial Corporation (the “Holding Compgn a Delaware corporation, is a bank holding comp#y.February 28, 2013 the Hold
Company’s wholly owned subsidiary Flushing Savilggnk, FSB (the “Savings Bank”jnerged with and into Flushing Commercial Bank
“Merger”). Flushing Commercial Bank was the surviving entifytree Merger and its name was changed to FlushizigkB References herein to
“Bank” mean the Savings Bank (including its wholly ownetsidiary, Flushing Commercial Bank) prior to thefger and the surviving entity af
the Merger. The Holding Company and its direct emtirect wholly-owned subsidiaries, including the Bank, Flushingf&red Funding Corporatic
Flushing Service Corporation, and FSB Properties bire collectively herein referred to as “we,$,"U'our” and the “Company.”

The Merger was the result of the combination of emtities under common control, and in accordanite ASC 805-50-3(, the Bank measured !
recognized assets and liabilities transferredeit ttarrying amounts (historical cost) for thisnsaction.

The primary business of the Holding Company is dperation of its whollyswned subsidiary, the Bank. The unaudited cons@é@idinancia
statements presented in this Quarterly Report amBA®-Q (“Quarterly Report”) include the collectivesults of the Company on a consolidated basis.

The Holding Company also owns Flushing Financigbi@ Trust Il, Flushing Financial Capital Trust,land Flushing Financial Capital Trust IV (
“Trusts”), which are special purpose business $tuBhe Trusts are not included in the Comparggnsolidated financial statements as the Con
would not absorb the losses of the Trusts if loggs® to occur.

The accompanying unaudited consolidated finantéements are prepared in accordance with accauptinciples generally accepted in the Un
States of America (“GAAP”and general practices within the banking industifye information furnished in these interim stateteemgflects a
adjustments which are, in the opinion of managemeedessary for a fair statement of the resultsfmh presented periods of the Company.
adjustments are of a normal recurring nature, srdéserwise disclosed in this Quarterly Report.iAtércompany balances and transactions have
eliminated in consolidation. The results of opera in the interim statements are not necessidligative of the results that may be expectedtie
full year.

The accompanying unaudited consolidated finant&#éments have been prepared in conformity withiteuctions to Quarterly Report on Form 10-
Q and Article 10, Rule 10-01 of RegulationXSfor interim financial statements. Accordinglertain information and footnote disclosures noryg
included in financial statements prepared in acaocd with GAAP have been condensed or omitted putsto the rules and regulations of
Securities and Exchange Commission (“SEC’he unaudited consolidated interim financial infatian should be read in conjunction with
Company’s Annual Report on Form 10-K for the yaadledd December 31, 2012.

2. Use of Estimates

The preparation of financial statements in confeymiith GAAP requires management to make estimates assumptions that affect the repc
amounts of assets and liabilities, and disclostdireontingent assets and liabilities at the datehef financial statements, and reported amour
revenue and expenses during the reporting peristimgtes that are particularly susceptible to ckanghe near term are used in connection witl
determination of the allowance for loan losses (LAL), the evaluation of goodwill for impairment, the exation of the need for a valuat
allowance of the Company’s deferred tax assetseviaduation of other-than-temporary impairment (") on securities and the valuation of cer
financial instruments. The current economic envinent has increased the degree of uncertainty inhérethese material estimates. Actual re:
could differ from these estimates.

3. Earnings Per Share

Earnings per share is computed in accordance wittoénting Standards Codification (“ASC”) Topic 2@Barnings Per Shareyhich provides thi
unvested sharbased payment awards that contain nonforfeitagtesito dividends or dividend equivalents (whetb&id or unpaid) are participati
securities and as such should be included in tloelledion of earnings per share. Basic earningcpmmon share is computed by dividing net inc
available to common shareholders by the total weijraverage number of common shares outstandingshwhcludes unvested participat
securities. The Comparg/unvested restricted stock and restricted stoikawards are considered participating securifiérefore, weighted avere
common shares outstanding used for computing lesitings per common share includes common shatetnding plus unvested restricted s
and restricted stock unit awards. The computatfatiloted earnings per share includes the additidiative effect of stock options outstanding dg
the period. Common stock equivalents that aredihiiive are not included in the computation ofutild earnings per common share. The nume
for calculating basic and diluted earnings per camrshare is net income available to common shadehsl
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PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

Earnings per common share has been computed baskd tllowing:

For the three months enc  For the six months ended

June 30 June 30
2013 2012 2013 2012
(In thousands, except per share de¢
Net income, as reporte $ 9,621 $ 8631 $ 16,380 $ 15,76¢
Divided by:
Weighted average common shares outstan 30,21 30,47: 30,33( 30,43¢
Weighted average common stock equivalents 22 20 27 22
Total weighted average common shares outstandidg@mmon stock equivalents 30,23t 30,492 30,35} 30,45¢
Basic earnings per common sh $ 03z $ 0.2¢ $ 05 % 0.5Z
Diluted earnings per common share $ 03z $ 0.2¢ $ 05/ % 0.5Z
Dividend payout ratic 40.6% 46.2% 48.1% 50.(%
Q) For the three and six months ended June 30, 2@t®ns to purchase 542,340 shares at an averagesxerice of $17.66 were not inclut

in the computation of diluted earnings per commiuers as they are ardilutive. For the three and six months ended Juhe€G12, options
purchase 720,865 shares at an average exercigeghi$i6.71 were not included in the computatiouliafted earnings per common shar
they are an-dilutive.

4, Debt and Equity Securities

The Companys investments in equity securities that have rgatBterminable fair values and all investmentsebtdecurities are classified in ont
the following three categories and accounted fopedingly: (1) trading securities, (2) securitiemiable for sale and (3) securities held-to-mayuri

The Company did not hold any trading securitiesemurities held-tonaturity during the three and six months ended 3013 and 2012. Securit
available for sale are recorded at fair value.

-7-




PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

The following table summarizes the Company’s pdidfof securities available for sale at June 3,20

Gross Gross
Amortized Unrealized Unrealized

Cost Fair Value Gains Losses

(In thousands

Corporate $ 128,48( $ 131.66' $ 3,89C $ 70E
Municipals 94,85¢ 90,607 - 4,252
Mutual funds 21,49¢ 21,49¢ - -
Other 17,85¢ 14,567 - 3,291
Total other securities 262,69: 258,33! 3,89( 8,24¢
REMIC and CMC 521,54¢ 525,09 11,09 7,54¢€
GNMA 44,26¢ 46,48¢ 2,56¢ 351
FNMA 198,48t 195,86t 2,74: 5,364
FHLMC 14,83¢ 14,94« 23¢ 138
Total mortgage-backed securities 779,14: 782,38t 16,64! 13,394
Total securities available for sale $1,041,83 $1,040,722 $ 20,53 $ 21,64

Mortgage-backed securities shown in the table aliatade three private issue collateralized morgyabligations (“CMOs”"}hat are collateralized
commercial real estate mortgages with amortized @od market values totaling $16.5 million and $1&illion, respectively, at June 30, 2013.
remaining private issue mortgage-backed secudtiebacked by one-to-four family residential moggéoans.

The following table shows the Compasyavailable for sale securities with gross unredliipsses and their fair value aggregated by catega
length of time the individual securities have be&ea continuous unrealized loss position at June6@3:

Total Less than 12 montt 12 months or mor
Unrealized Unrealized Unrealized

Fair Value Losses Fair Value Losses Fair Value Losses

(In thousands

Corporate $ 4383 $ 708 $ 4383 $ 70t $ - % =
Municipals 81,28( 4,25: 81,28( 4,257 - -
Other 6,271 3,291 - - 6,271 3,291
Total other securities 131,38! 8,24¢ 125,11 4,957 6,271 3,291
REMIC and CMC 225,02: 7,54¢ 205,88 6,09( 19,14 1,45¢€
GNMA 9,801 351 9,801 351 - -
FNMA 106,51: 5,36¢ 106,51: 5,364 - -
FHLMC 8,05¢ 13¢ 8,05¢ 13¢ - -
Total mortgage-backed securities 349,39: 13,394 330,24 11,93¢ 19,14 1,45¢€
Total securities available for sale $ 480,77¢ $ 2164: $ 45536: $ 16,898 $ 2541¢ $ 4,747

OTTI losses on impaired securities must be fullyogmized in earnings if an investor has the intergell the debt security or if it is more likelyatr
not that the investor will be required to sell thebt security before recovery of its amortized chswever, even if an investor does not expecetba
debt security, the investor must evaluate the eeplerash flows to be received and determine ifdittoss has occurred. In the event that a clesk
has occurred, only the amount of impairment assetiavith the credit loss is recognized in earniilggthe Consolidated Statements of Incc
Amounts relating to factors other than credit Iesaee recorded in accumulated other comprehenso@re (“AOCI”) within StockholdersEquity.
Additional disclosures regarding the calculatiorcdit losses as well as factors considered byntrestor in reaching a conclusion that an invest
is not other-than-temporarily impaired are required

-8-




PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

The Company reviewed each investment that had agalired loss at June 30, 2013. An unrealized éossts when the current fair value of
investment is less than its amortized cost basisedlized losses on available for sale securitiest, are deemed to be temporary, are record
AOCI, net of tax. Unrealized losses that are atergid to be other-thaemporary are split between credit related and reaticrelated impairmen
with the credit related impairment being recordséaharge against earnings and the noncrediedeliapairment being recorded in AOCI, net of tax.

The Company evaluates its pooled trust preferredriges, included in the table above in the robeled “Other”,using an impairment model throt
an independent third party, which includes evahgtihe financial condition of each counterpartyr Bingle issuer trust preferred securities,
Company evaluates the issuer’s financial conditibime Company evaluates its mortgdipeked securities by reviewing the characteristicshe
securities and related collateral, including deliegcy and foreclosure levels, projected lossesr@bws loss severity levels and credit enhancersuet
coverage. In addition, private issue CMOs are atelliusing an impairment model through an indeparnttied party. When an OTTI is identified, -
portion of the impairment that is credit relatedletermined by management using the following ndth¢l) for pooled trust preferred securities,
credit related impairment is determined by usirdisgounted cash flow model from an independent tharty, with the difference between the pre
value of the projected cash flows and the amortczest basis of the security recorded as a creldited loss against earnings; (2) for mortghgeke«
securities, credit related impairment is determif@deach security by estimating losses based set ®f assumptions of the related collateral, w
includes delinquency and foreclosure levels, ptegdosses at various loss severity levels, cralitncement and coverage; and (3) for private
CMOs, through an impairment model from an indepehttérd party and then recording those estimabsdds as a credit related loss against earnings

Corporate:

The unrealized losses in Corporate securities a¢ B0, 2013 consist of losses on five Corporatergess. The unrealized losses were cause
movements in interest rates. It is not anticipated these securities would be settled at a phHaeis less than the amortized cost of the Comgany’
investment. Each of these securities is perfornaiogprding to its terms and, in the opinion of mamagnt, will continue to perform according tc
terms. The Company does not have the intent tdteedle securities and it is more likely than net@ompany will not be required to sell the seces
before recovery of the securities’ amortized c@sti®s This conclusion is based upon consideringtirapanys cash and working capital requirem
and contractual and regulatory obligations, nonefith the Company believes would cause the saleen$ecurities. Therefore, the Company dic
consider these investments to be other-than-tempoiapaired at June 30, 2013.

Municipals:

The unrealized losses in Municipal securities ateJ80, 2013, consist of losses on 25 municipal ritées1 The unrealized losses were cause
movements in interest rates. It is not anticipated these securities would be settled at a phHeaeits less than the amortized cost of the Comgany’
investment. Each of these securities is perfornaiogprding to its terms and, in the opinion of mamagnt, will continue to perform according tc
terms. The Company does not have the intent tdteedle securities and it is more likely than net@ompany will not be required to sell the seces
before recovery of the securities’ amortized cesti® This conclusion is based upon consideringtirapanys cash and working capital requirem:
and contractual and regulatory obligations, noneltith the Company believes would cause the satbeo§ecurities. Therefore, the Company dic
consider these investments to be other-than-tempoiapaired at June 30, 2013.

Other Securities:

The unrealized losses in Other Securities at JONRBL3, consist of losses on one single issust preferred security and two pooled trust prefi
securities. The unrealized losses on such seauritege caused by market interest volatility, a ificent widening of credit spreads across market
these securities and illiquidity and uncertaintythie financial markets. These securities are ctlyreated below investment grade. The pooled
preferred securities do not have collateral thauisordinate to the classes the Company owns. Bingp@&nys management evaluates these sect
using an impairment model, through an independerd party, that is applied to debt securitiesestimating OTTI losses, management consider
the length of time and the extent to which the falue has been less than amortized cost; (2) uhent interest rate environment; (3) the finar
condition and neaterm prospects of the issuer, if applicable; andi{é intent and ability of the Company to retdasinvestment in the security fo
period of time sufficient to allow for any anticiea recovery in fair value. Additionally, managemesviews the financial condition of the sin
issuer trust preferred security and each individsgder within the pooled trust preferred secisitigll of the issuers of the underlying collateoélthe
pooled trust preferred securities we reviewed arekb.
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For each bank, our review included the followingfpenance items:

Ratio of tangible equity to ass¢

Tier 1 Risk Weighted Capiti

Net interest margi

Efficiency ratio for most recent two quarts

Return on average assets for most recent two as.

Texas Ratio (ratio of n-performing assets plus assets past due over 90dilagied by tangible equity plus the reserve fardosses
Credit ratings (where applicabl

Capital issuances within the past year (where egple)

Ability to complete Federal Deposit Insurance Cogpion (“FDIC”) assisted acquisitions (where applical

Based on the review of the above factors, we caoleduhat:
= All of the performing issuers in our pools are wedpitalized banks and do not appear likely tolbsed by their regulator
= All of the performing issuers in our pools will domue as a going concern and will not default agirtkecurities

In order to estimate potential future defaults dederrals, we segregated the performing underligsgers by their Texas Ratio. We then revie
performing issuers with Texas Ratios in excess08b5The Texas Ratio is a key indicator of the Heaftthe institution and the likelihood of failu
This ratio compares the problem assets of thetinistn to the institutiors available capital and reserves to absorb lossgste likely to occur in the
assets. There were no issuers in our pooled tregtmped securities which had a Texas Ratio in exad 50.00%. We assigned a zero default re
these issuers. Our analysis also assumed thatsssueently deferring would default with no recoyeand issuers that have defaulted will hav
recovery.

We had an independent third party prepare a digedurash flow analysis for each of these poolest fpreferred securities based on the assumj
discussed above. Other significant assumptions:weyewo issuers totaling $21.5 million will prepan the second quarter of 2015; (2) senior cle
will not call the debt on their portions; and (3euof the forward London Interbank Offered RatelBQR") curve. The cash flows were discounte
the effective rate for each security.

One of the pooled trust preferred securities isr @@ days past due and the Company has stoppediragdnterest. The remaining pooled ti
preferred security as well as the single issuest tpueferred security are both performing accordm¢heir terms. The Company also owns a pc
trust preferred security that is carried underftievalue option, where the unrealized lossesirmekided in the Consolidated Statements of Inceme
Net gain (loss) from fair value adjustments. Tdesurity is over 90 days past due and the Compasstopped accruing intere

It is not anticipated at this time that the oneglérissuer trust preferred security and the twdembtrust preferred securities would be settled gtice
that is less than the amortized cost of the Comgainyestment. Each of these securities is perfagragtording to its terms; except for the pooledi
preferred securities for which the Company haspdpaccruing interest as discussed above andgingmion of management based on the re
performed at June 30, 2013, will continue to penf@according to its terms. The Company does not Haéntent to sell these securities and it is «
likely than not the Company will not be requiredskll the securities before recovery of the sees'iamortized cost basis. This conclusion is b
upon considering the Compasytash and working capital requirements and cowi@a@nd regulatory obligations, none of which thempan:
believes would cause the sale of the securitiesréfbre, the Company did not consider the one siisgluer trust preferred security and the two @
trust preferred securities to be other-than-tendgranpaired at June 30, 2013.

At June 30, 2013, the Company held five trust preteissues which had a current credit rating déast one rating below investment grade. Tw
those issues are carried under the fair value opti@ therefore, changes in fair value are includetle Consolidated Statement of Incomiet gair
(loss) from fair value adjustments.
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The following table details the remaining threestpreferred issues that were evaluated to deterihthey were other-than-temporarily impaired at
June 30, 2013. The class the Company owns in paalstpreferred securities does not have any sxagsordination.

Deferrals/Defaults (1)

Actual as ¢ Expected
Cumulative Percentagt  Percentage Current
Issuer Performing Amortized ~ Fair  Credit Related Of Original of Performing Lowest
Type Class Banks Cost Value OTTI Security Collateral Rating

(Dollars in thousands

Single issue n/a 1 $ 30C $ 291 % - None None BB-

Pooled issue B1 17 5,617 3,28( 2,19¢  24.8% 0.0% C

Pooled issuer C1 16 3,64¢ 2,70( 1,54 21.3% 0.0% C
Total $ 9562 % 6271 $ 3,73¢

Q) Represents deferrals/defaults as a percentage ofidjinal security and expected deferrals/defadta percentage of performing issu

REMIC and CMO:

The unrealized losses in Real Estate Mortgage tmearg Conduit (‘REMIC”)and CMO securities at June 30, 2013 consist ofs§Qeis from tF
Federal Home Loan Mortgage Corporation (“FHLMC"}} sues from the Federal National Mortgage Assiocia“FNMA”), two issues from tt
Government National Mortgage Association (“GNMAMdfive private issues.

The unrealized losses on the REMIC and CMO seesritisued by FHLMC, FNMA and GNMA were caused byements in interest rates. It is
anticipated that these securities would be se#iteal price that is less than the amortized costt@iCompanys investment. Each of these securiti¢
performing according to its terms and, in the a@indof management, will continue to perform accagdio its terms. The Company does not hav
intent to sell these securities and it is moreljikban not the Company will not be required td sie¢ securities before recovery of the securities’
amortized cost basis. This conclusion is based wposidering the Comparg/cash and working capital requirements and comiaaand regulato
obligations, none of which the Company believes ld@ause the sale of the securities. TherefoeeCtbmpany did not consider these investmer

be other-than-temporarily impaired at June 30, 2013

The unrealized losses at June 30, 2013 on theRiBMIC and CMO securities issued by private issuwegee caused by movements in interest raf
significant widening of credit spreads across miarker these securities and illiquidity and uncietiain the financial markets. Each of these seaims
has some level of credit enhancements and noneodiegeralized by sulprime loans. Currently, one of these securitiggeiorming according to i
terms, with four of these securities remitting l&san the full principal amount due. The princifzas for these four securities totaled $0.5 millfor
the six months ended June 30, 2013. These lossesanticipated in the cumulative credit relatedrOdharges recorded for these four securities.

Credit related impairment for mortgagaecked securities are determined for each secbsityestimating losses based on the following st
assumptions: (1) delinquency and foreclosure ley@)sprojected losses at various loss severitgle\and (3) credit enhancement and coverage. |
on these reviews, an OTTI charge was recorded gltine three and six months ended June 30, 2018wmpfivate issue CMOs of $1.2 million bef
tax, of which $0.5 million was charged against @ggs in the Consolidated Statements of Income d@nd #illion before tax ($0.4 million afteex)
was recorded in AOCI.

The portion of the above mentioned OTTI, recordednd the three and six months ended June 30, 20H8,was related to credit losses
calculated using the following significant assurapsi: (1) delinquency and foreclosure levels of B2%6; (2) projected loss severity of 4B0%; (3
assumed default rates of 6%-12% for the first 12tine 2%-10% for the next 12 months, 3% for the next 12 months and 2% thereafter; ai
prepayment speeds of 6%-15%.

It is not anticipated at this time that the onevgi@ issue CMO, for which an OTTI charge duringttivee and six months ended June 30, 2013 wi
recorded, would be settled at a price that is fleas the current amortized cost of the Compsuiryvestment. The security is performing accordo
its terms and in the opinion of management, wititcwe to perform according to its terms. The Campdoes not have the intent to sell this sec
and it is more likely than not the Company will et required to sell the security before recovémhe securitys amortized cost basis. This conclu:
is based upon considering the Compangash and working capital requirements and cani@h@nd regulatory obligations, none of which
Company believes would cause the sale of the ggcurherefore, the Company did not consider thisestment to be other-thaemporarily impaire
at June 30, 2013.
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At June 30, 2013, the Company held five privataesSMOs which had a current credit rating of asleme rating below investment grade.

The following table details the five private isSOMOs that were evaluated to determine if they vagher-than-temporarily impaired at June 30, 2013:

Cumulative
OTTI Current Average
Amortized Fair Outstanding  Charges Year of Lowest Collateral Located in: FICO
Security Cost Value Principal Recorded IssuanceMaturity Rating CA FL VA NY NJ TX CO Score

(Dollars in thousands

1 $ 9,027 $ 9,08¢ $ 10,037 $ 3,70t 2006 05/25/3¢ D  40% 16% 717
2 3,61 3,13¢ 3,85¢ 931 2006 08/19/3¢ D 54% 11% 738
3 4,301 3,964 4,661 1,10¢ 2006 08/25/3¢ D  35% 15% 711
4 3,12¢ 3,16¢ 3,70¢ 84Z 2006 08/25/3¢ D  42% 14% 12% 10% 723
5 4,051 3,57¢ 4,32 227 2006 05/25/3¢ CC 21% 23% 12% 13% 709

Total $ 2412. $ 2293 $ 26,58: $ 6,80¢

GNMA, FNMA and FHLMC:

The unrealized losses in GNMA, FNMA and FHLMC séiies at June 30, 2013 consist of losses on one GIs&turity, 14 FNMA securities and ¢
FHLMC security. The unrealized losses were caugech@ements in interest rates. It is not anticipdteat these securities would be settled at a
that is less than the amortized cost of the Comgamyestment. Each of these securities is perfagraiccording to its terms and, in the opiniol
management, will continue to perform accordingtisaerms. The Company does not have the intergltohese securities and it is more likely than
the Company will not be required to sell the semsibefore recovery of the securitieshortized cost basis. This conclusion is based gpasiderini
the Companys cash and working capital requirements, and coishand regulatory obligations, none of which @@npany believes would cause
sale of the securities. Therefore, the Companyndictconsider these investments to be other-thaupaearily impaired at June 30, 2013.

The following table details gross unrealized logsesrded in AOCI and the ending credit loss amaundebt securities, as of June 30, 2013, for v
the Company has recorded a credit related OTTIgeher the Consolidated Statements of Income:

Gross Unrealize Cumulative
Losses Recorde¢ Credit OTT

(in thousands Amortized Cos Fair Value In AOCI Losses

Private issued CMO%) $ 24,12( $ 22,92¢ $ 1,191 $ 2,45¢
Trust preferred securitiés 9,26: 5,98( 3,28: 3,73¢
Total $ 33,38: $ 28,90¢ $ 4477 $ 6,192

Q) The Company has recorded OTTI charges in the Cilagetl Statements of Income on six private issueOSNnd two pooled tru
preferred securities for which a portion of the QWTcurrently recorded in AOC
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The following table represents the activity relatedhe credit loss component recognized in eamorgdebt securities held by the Company for which
a portion of OTTI was recognized in AOCI for theipd indicated:

For the six months end

(in thousands June 30, 201

Beginning balanc $ 6,17¢
Recognition of actual loss: (48¢)
OTTI charges due to credit loss recorded in eas 503

Securities sold during the peri -
Securities where there is an intent to sell or irequent to sel -

Ending balance $ 6,197

The following table details the amortized cost astimated fair value of the Company’s securitiessified as available for sale at June 30, 2013, by
contractual maturity. Expected maturities will diffrom contractual maturities because borroweng naae the right to call or prepay obligations with
or without call or prepayment penalties.

Amortized
Cost Fair Value

(In thousands

Due in one year or le: $ 2249 $ 22,49¢
Due after one year through five ye: 61,372 63,89¢
Due after five years through ten ye 57,85¢ 57,61:
Due after ten years 120,97( 114,32¢

Total other securitie 262,69: 258,33!
Mortgage-backed securities 779,14: 782,38t

Total securities available for sale $1,041,83.  $ 1,040,722

The Company did not sell any securities duringttiiee months ended June 30, 2013 and 2012. Durengix months ended June 30, 2013, as pal
balance sheet restructuring, the Company sold $8&8l®n in mortgagebacked securities and recorded gross gains of#Bli2n and gross losses
$0.3 million. The Company did not sell any sedesitduring the six months ended June 30, 2012. Ad¢mmpany used the specific identifical
method to calculate gross gains and losses frorealeeof securities during the three and six moatitded June 30, 2013 and 2012.
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The following table summarizes the Company’s pdidfof securities available for sale at DecemberZ112:

Gross Gross
Amortized Unrealized Unrealized

Cost Fair Value Gains Losses

(In thousands

U.S. government agenci $ 3140¢ $ 3151: $ 104 $ =
Corporate 83,38¢ 87,48¢ 4,09¢ -
Municipals 74,22¢ 75,29 1,152 83
Mutual funds 21,84: 21,84: - -
Other 17,797 13,31¢ 17 4,49¢
Total other securities 228,66t 229,45: 5,36¢ 4,582
REMIC and CMC 453,46¢ 474,05( 23,69( 3,10¢
GNMA 43,211 46,93: 3,721 -
FNMA 168,04( 175,92¢ 7,971 82
FHLMC 22,56: 23,20: 64C -
Total mortgage-backed securities 687,28: 720,11 36,027 3,19(C
Total securities available for sale $ 91594 $ 94956t $ 41,397 $ 7,772

Mortgagebacked securities shown in the table above inctugeprivate issue CMOs that are collateralized bshnmercial real estate mortgages \
amortized cost and market values of $15.2 millind $15.7 million, respectively, at December 31,20The remaining private issue mortgdmeke!
securities are backed by one-to-four family resid¢mortgage loans.

The following table shows the Compasyavailable for sale securities with gross unredlifosses and their fair value, aggregated by oateanc
length of time that individual securities have bé@ea continuous unrealized loss position, at Ddmem31, 2012.

Total Less than 12 montt 12 months or mor
Unrealized Unrealized Unrealized

Fair Value Losses Fair Value Losses Fair Value Losses

(In thousands

Municipals $ 9,78: $ 83 $ 9,78: $ 83 $ - $ =
Other 5,06¢ 4,49¢ - - 5,064 4,49¢
Total other securities 14,84¢ 4,582 9,78 83 5,064 4,49¢
REMIC and CMC 64,12¢ 3,10¢ 40,65 15E 23,47" 2,95¢
FNMA 10,33! 82 10,331 82 - -
Total mortgage-backed securities 74,457 3,19(C 50,98: 237 23,47¢ 2,95¢
Total securities available for sale $ 89,30¢ $ 777 $ 60,76¢ $ 32C $ 2853¢ $ 7,452

5. Loans

Loans are reported at their outstanding princiggéutice, net of any unearned income, chaffg-deferred loan fees and costs on originataddan
unamortized premiums or discounts on purchasedldaterest on loans is recognized on the accrasisbThe accrual of income on loans is gene
discontinued when certain factors, such as contahctelinquency of 90 days or more, indicate reabtendoubt as to the timely collectability of s
income. Uncollected interest previously recognieadchon-accrual loans is reversed from interestrimeat the time the loan is placed on ramerua
status. A noraccrual loan can be returned to accrual status wbetractual delinquency returns to less than 9@ aelinquent. Subsequent ¢
payments received on naecrual loans that do not bring the loan to less1tB0 days delinquent are recorded on a cash #&gisequent ca
payments can also be applied first as a reductfgorincipal until all principal is recovered andeth subsequently to interest, if in managengent’
opinion, it is evident that recovery of all prinalgue is unlikely to occur. Net loan originatiomsts and premiums or discounts on loans purchas
amortized into interest income over the contraclifmlof the loans using the levgleld method. Prepayment penalties received onslegmich pay i
full prior to their scheduled maturity are includednterest income in the period they are colldcte
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The Company maintains an allowance for loan losses amount, which in managementidgment, is adequate to absorb probable estihasse
inherent in the loan portfolio. Managemenjudgment in determining the adequacy of the alove is based on evaluations of the collectabilf
loans. This evaluation is inherently subjective,itasequires estimates that are susceptible toifgignt revisions as more information becol
available. In assessing the adequacy of the Conpaligwance for loan losses, management considgigus factors such as, the current fair valt
collateral for collateral dependent loans, the Canys historical loss experience, recent trendesses, collection policies and collection expere
trends in the volume of noperforming and classified loans, changes in thepmsition and volume of the gross loan portfolio d&mchl and nation:
economic conditions. The Company’s Board of Diregithe “Board of Directors”) reviews and appromesnagement’ evaluation of the adequacy
the allowance for loan losses on a quarterly basis.

The allowance for loan losses is established throthiprges to earnings in the form of a provisionlé@n losses. Increases and decreases
allowance for loan losses other than chastje-and recoveries are included in the provisionlban losses. When a loan or a portion of a lis
determined to be uncollectible, the portion deemecbllectible is charged against the allowance sifgbequent recoveries, if any, are credited t
allowance.

The Company recognizes a loan as performing when the borrower has indicated theilitglto bring the loan current, or due to otherccimstance
which, in the Company’s opinion, indicate the bareo will be unable to bring the loan current witldmeasonable time. All loans classified as non-
performing, which includes all loans past due 9@sdar more, are classified as non-accrual unlesgetls, in the Company’opinion, compellin
evidence the borrower will bring the loan curremtthe immediate future. Appraisals and/or updatedrnal evaluations are obtained as soc
practical and before the loan become 90 days dedinig The loan balances of collateral dependengiirag loans are compared to the Isanpdate

fair value. The balance which exceeds fair valugeiserally charged-off.

A loan is considered impaired when, based upomtbst current information, the Company believes ipiiobable that it will be unable to collect
amounts due, both principal and interest, accortbnipe contractual terms of the loan. Impairechtoare measured based on the present value
expected future cash flows discounted at the loeffitive interest rate, or at the loambservable market price, or the fair value ofabkateral if the
loan is collateral dependent. The Company consi@@rsalue of collateral dependent loans to be 8% e appraised or internally estimated vall
the property. Interest income on impaired loamed®rded on a cash basis. The Company’s managewmesitlers all non-accrual loans impaired.

The Company reviews each impaired loan to deteriifiinechargesff is to be recorded or if a valuation allowansed be allocated to the loan. ~
Company does not allocate a valuation allowancledas for which we have concluded the current valughe underlying collateral will allow f
recovery of the loan balance either through the sithe loan or by foreclosure and sale of th@erty.

The Company evaluates the underlying collateraugh a third party appraisal, or when a third pagpraisal is not available, the Company will
an internal evaluation. The internal evaluatiores @grformed using an income approach or a sale®agp The income approach is used for inc
producing properties and uses current revenuesolgsgating expenses to determine the net cash dlotlhe property. Once the net cash flo
determined, the value of the property is calculatsithg an appropriate capitalization rate for thepprty. The sales approach uses comparable
prices in the market. When an internal evaluaisamsed, we place greater reliance on the incomeoaph to value the collateral.

In preparing internal evaluations of property valugie Company seeks to obtain current data osubgect property from various sources, incluc
(1) the borrower; (2) copies of existing lease$;|¢8al real estate brokers and appraisers; (4ligudcords (such as for real estate taxes andrvaat
sewer charges); (5) comparable sales and rentalidahe market; (6) an inspection of the propeatyd (7) interviews with tenants. These inte
evaluations primarily focus on the income approacti comparable sales data to value the property.

As of June 30, 2013, the Company utilized receind tharty appraisals of the collateral to measorpairment for $78.4 million, or 73.6%, of collatk
dependent impaired loans and used internal evahstf the property’s value for $28.6 million, @&.2%, of collateral dependent impaired loans.

The Company may restructure a loan to enable aWwerrto continue making payments when it is deetoebde in the Company’s best lotgrr
interest. This restructure may include reducingititerest rate or amount of the monthly paymenifepecified period of time, after which the insd
rate and repayment terms revert to the originahseof the loan. We classify these loans as Troubkelok Restructured (“TDR\vhen the Bank grar
a concession to a borrower who is experiencingnfired difficulties.
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These restructurings have not included a reduafgorincipal balance. The Company believes tharueturing these loans in this manner will al
certain borrowers to become and remain currentheir toans. All loans classified as TDR are congdeampaired, however TDR loans which h
been current for six consecutive months at the timeg are restructured as TDR remain on accrualstnd are not included as part of nparforming
loans. Loans which were delinquent at the time theyrestructured as a TDR are placed on non-dcstatas and reported as nparforming loan
until they have made timely payments for six consige months. Loans that are restructured as TDiRabei not performing in accordance with
restructured terms are placed on non-accrual statdseported as non-performing loans.

The allocation of a portion of the allowance foartdosses for a performing TDR loan is based uperptesent value of the future expected cash
discounted at the loan’s original effective ratefay a nonperforming TDR which is collateral dependent, tai falue of the collateral. At June
2013, there were no commitments to lend additifuadis to borrowers whose loans were modified as §.0Re modification of loans to a TDR
not have a significant effect on our operating lissmor did it require a significant allocationtbe allowance for loan losses.

The following table shows loans modified and clfisgdias TDR during the three months ended Jun@@03 and 2012:

For the three months ended For the three months ended
June 30, 201 June 30, 201

(Dollars in thousands Number Balance  Modification descriptior ~ Number Balance  Modification descriptior
Commercial real estate 1 $ 48¢ Received a below marker 1 $ 3,92( Received a below market

interest rate, loan interest rate, loan

amortization term extend amortization term extend

and loan term extende and loan term extende
One-to-four family - mixed-use 1 39C Received a below marke! 2 75¢ Received a below market

property interest rate, loan interest rate

amortization term extend
and loan term extended

Total 2 3 87¢ 3 3 4,67¢

The following table shows loans modified and clfissdias TDR during the six months ended June 303 2hd 2012:

For the six months ended For the six months ended
June 30, 201 June 30, 201
(Dollars in thousands Number Balance Modification descriptior Number Balance Modification descriptior
Multi-family residentia 1 $ 41: Received a below mark - $ =

interest rate and the loan
amortization was extendt

Commercial real estate 2 761 3 5,307 Received a below market
Received a below market interest rate, loan
interest rate and the loan amortization term extended
amortization was extendt and loan term extende
One-to-four family - mixec-use 1 39C Received a below mark 3 1,227 Received a below mark
property interest rate and the loan interest rate
amortization was extendt
Commercial business and othe 1 615 Received a below market - -

interest rate and the loan
term was extended

Total 5 % 2,17¢ 6 $ 6,52¢

The recorded investment of each of the loans nmextlifind classified to a TDR, presented in the tabteve, was unchanged as there was no prir
forgiven in any of these modifications.
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The following table shows our recorded investmentdans classified as TDR that are performing ediog to their restructured terms at the periods
indicated:

June 30, 201 December 31, 201

Number Recorded Number Recorded

(Dollars in thousands of contractt  investmen  of contract:  investmen
Multi-family residentia 1 $ 2,822 8 $ 2,347
Commercial real esta 7 9,327 5 8,49¢
One-to-four family - mixec-use property 8 2,712 7 2,33¢
One-to-four family - residentia 1 36¢ 1 374
Constructior 1 1,91¢ 1 3,80¢
Commercial business and ott 3 3,10¢ 2 2,54(
Total performing troubled debt restructured 31 $ 20,25¢ 24 $ 19,90!

The following table shows our recorded investmemtlbans classified as TDR that are not perfornaegording to their restructured terms at
periods indicated:

June 30, 201 December 31, 201

Number Recorded Number Recorded

(Dollars in thousands of contract:  investmen  of contract:  investmen
Multi -family residentia - $ = 2 3 32¢
Commercial real esta 2 2,89¢ 2 3,07t
One-to-four family - mixec-use propert 1 34C 2 81€
Constructior 1 7,29¢ 1 7,36¢
Total troubled debt restructurings that subseqyetefaulted 4 $ 10,53t 7 $ 11,58:

During the six months ended June 30, 2013, there ne loans classified as performing TDR transféteenon-performing TDR not accruing interest.
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The following table shows our non-performing loamshe periods indicated:

June 30, December 3:
(Dollars in thousands 2013 2012

Loans ninety days or more past duand still accruing:

One-to-four family - residentia $ 15 $ =
Commercial Business and other 55¢& 644
Total 5732 644

Non-accrual mortgage loans:

Multi-family residentia 19,27: 13,09t
Commercial real esta 12,67¢ 15,64(
One-to-four family - mixec-use propert 10,93} 16,55:
One-to-four family - residentia 12,15¢ 13,72¢
Cc-operative apartmen 16C 234
Construction 7,32¢ 7,698

Total 62,53( 66,94

Non-accrual nor-mortgage loans:

Small Business Administratic 44F 283
Commercial Business and other 9,99¢ 16,86(
Total 10,44 17,14:
Total non-accrual loans 72,97¢ 84,08¢
Total non-accrual loans and loans ninetdays or more past due and still accruing $ 7354 $ 84,73(

The table above does not include $0.3 million aba $nillion of Substandard loans held for saleuaie]30, 2013 and December 31, 2012, respect
The following is a summary of interest foregonenmm-accrual loans and loans classified as TDRHeperiods indicated:

For the three months ended For the six months ended
June 30 June 30

2013 2012 2013 2012
(In thousands

Interest income that would have been recognizedimatbans performed in accordance

with their original term: $ 1,697 $ 2295 $ 3,51C $ 4,73¢
Less: Interest income included in the results arapons 22C 21¢€ 49¢ 49z
Total foregone intere: $ 1477 $ 2071 $ 3,01Z $ 4,241

- 18-



PART | — FINANCIAL INFORMATION

Notes to Consolidated Financial Statements
(Unaudited)

The following table shows an aged analysis of eaorded investment in loans at June 30, 2013:

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES

Greater
30 -59 Day: 60 -89 Day: than Total Past

(in thousands Past Due Past Due 90 Days Due Current Total Loan:
Multi -family residentia $ 17,22: $ 1,73¢ $ 19,27 $ 38,23¢ $1,568,85 $1,607,09
Commercial real esta 6,69: 68€ 12,67¢ 20,05¢ 506,00¢ 526,06:
One-to-four family - mixec-use property 19,34¢ 2,49¢ 11,44 33,29! 571,96 605,25
One-to-four family - residentia 3,56¢ 1,56¢ 11,94t 17,07 179,24 196,31¢
Cc-operative apartmen - - 16C 16C 9,17¢ 9,33t
Construction loan - - 7,32¢ 7,32¢ 4,12¢ 11,45(
Small Business Administratic 114 - 44¢F 55¢ 8,00¢ 8,56°¢
Taxi medallion - - - - 5,11¢ 5,11¢
Commercial business and other 1 501 8,77¢ 9,271 297,62( 306,89

Total $ 4694: $ 6,98¢ $ 72,047 $ 125,97¢ $3,150,100 $ 3,276,08
The following table shows an aged analysis of eaorded investment in loans at December 31, 2012:

Greater
30 -59 Day: 60 -89 Day: than Total Past
(in thousands Past Due Past Due 90 Days Due Current Total Loan:
(in thousands

Multi-family residentia $ 2405 $ 4,82¢ $ 13,098 $ 41,98 $1,492,45 $1,534,43
Commercial real esta 9,764 3,622 15,63¢ 29,02t 486,41: 515,43t
One-to-four family - mixec-use propert 21,01: 3,36¢ 16,55« 40,93¢ 596,41¢ 637,35:
One-to-four family - residentia 3,407 2,01C 13,60: 19,01¢ 179,94¢ 198,96¢
Cc-operative apartmen - - 234 234 6,06¢ 6,30:
Construction loan 2,46z - 7,69t 10,157 4,22¢ 14,38:
Small Business Administratic 404 - 28¢ 687 8,80¢ 9,49¢
Taxi medallion - - - - 9,922 9,922
Commercial business and ot} 2 5 15,60 15,60¢ 279,46¢ 295,07t

Total $ 61,11C $ 13,831 $ 82,70! $ 157,64t $3,063,72' $ 3,221,37!
The following table shows the activity in the allamce for loan losses for the six months ended 30p2013:

One-tofour
family -  One-to-four Commercia

(in Multi-family Commercie mixed-use family - Co-operativi Constructior Small Busines  Taxi  business ar
thousands residentia real estatc  property residentia apartment: loans Administratior medallior other Total
Allowance
for credit
losses:
Beginning
balance $ 13,00: $ 5,70t $ 596( $ 1,99¢ $ 4€ $ 66 $ 50t $ 7% 3,81t $ 31,10¢

Charge-

off's 2,74¢ 734 3,13t 691 74 304 337 - 864 8,88¢

Recoverie! 65 29z 111 10€ 4 - 6C - - 63¢

Provision 2,641 62C 3,49¢ 68E 12¢ 434 26¢ - 1,23( 9,50(
Ending
balance $ 12,95¢ $ 5,88< $ 6,432 $ 2,09¢ $ € $ 19€ $ 497 $ 79 4181 $ 32,35¢
Ending

balance:

individually

evaluated

for

impairmen $ 272 3% 29C $ 69z $ 60 $ -$ 34 3 -$ -$ 377$  1,72¢




Ending
balance:
collectively
evaluated
for

impairmen$  12,08(

$ 5,54¢

$ 6,121 $ 2,117 $

141 ¢

162

465

$ 7$ 3,911 § 30,55:

Financing
Receivables
Ending

balance $ 1,607,09

$ 526,06:

$ 605,25 $ 196,31¢ $

933 %

11,45(

8,56¢

$ 5,11« $ 306,89 $3,276,08

Ending
balance:
individually
evaluated
for

impairmen $ 26,017

$ 34,89

$ 19,14¢$ 1453( $

26€ $

9,71(

48:

$ -$ 7,551 $ 112,59

Ending
balance:
collectively
evaluated
for
impairmen $ 1,581,07

$ 491,16¢

$ 586,10t $ 181,78¢ $

9,06¢ $

1,74(

8,082

$ 5114 $ 299,34t $3,163,49;
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(Unaudited)

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements

The following table shows the activity in the allamce for loan losses for the year ended Decemhe&(3P:

(in
thousands

residentia

Multi-family Commercie

real estatt

One-to-four
family -
mixed-use
property

One-tofour
family -
residential

Co-operativt
apartment:

loans

Constructior Small Busines
Administratior medallior

Commercia
business ar
other

Taxi

Total

Allowance

for credit

losses:

Beginning

balance $
Charge-
off's
Recoverie
Provision

11,267

6,01¢
144
7,60¢

$ 5,21(

2,74¢
307
2,934

$ 5,31«

4,28¢
35¢
4,57

$ 1,64¢

1,58¢
29
1,904

62

28

66¢ $

4,591

3,98¢

324
87

(249)

41 $ 5,12¢

- 1,661
: 104
(34) 244

$ 30,34

21,26¢
1,02¢
21,00(

Ending
balance $

13,001

$ 5,70¢

$ 5,96(

$ 1,99¢

66 $

50t $

79 3,81¢

$ 31,10¢

Ending
balance:
individually
evaluated
for
impairmen $

183

$ 35¢

$ 571

38 $

24¢

$ 1,49«

Ending
balance:
collectively
evaluated
for
impairmen $

12,81¢

$ 5,34¢

$ 5,38¢

$ 1,90¢

$ 46 $

28 $

50t $

79 3,56¢

$ 29,61

Financing
Receivables
Ending
balance $

1,534,433

$ 515,43t

$ 637,35

$ 198,96¢

$ 6,30: $

14,38. $

9,49¢ $

9,922 $ 295,07t

$3,221,37!

Ending
balance:
individually
evaluated
for
impairmen $

21,67¢

$ 23,52t

$  26,36¢

$ 15,70:

14,23. $

85C $

-$ 26,02

$ 128,61

Ending
balance:
collectively
evaluated
for

impairmen$ 1,512,76. $ 491,91 $ 610,98!

$ 183,26t

$ 6,06¢ $

14¢ $

8,64¢ $

9,92: $ 269,05!

$3,092,76!
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(Unaudited)

The following table shows our recorded investmeanpaid principal balance and allocated allowancddan losses, average recorded investmer
interest income recognized for loans that were idensed impaired at or for the six month period ehdene 30, 2013:

Unpaid Average Interest
Recorded Principal Related Recorded Income
Investmen Balance Allowance Investmen Recognize:

(Dollars in thousands
With no related allowance recorde
Mortgage loans

Multi-family residentia $ 2297¢ $ 26,120 $ - $ 23300 % 43
Commercial real esta 26,95( 27,72¢ - 22,91 203
One-to-four family mixec-use property 14,52¢ 17,30! - 14,85: 82
One-to-four family residentia 14,161 18,27: - 14,66¢ 49
Cc-operative apartmen 26¢€ 384 - 267 4
Constructior 7,79¢ 12,51¢ - 7,81F -
Nor-mortgage loans
Small Business Administratic 48% 554 - 494 1
Taxi Medallion - - - - -
Commercial Business and ott 2,547 4,00¢ - 7,991 21
Total loans with no related allowance recorded 89,70¢ 106,89: - 92,30¢ 40z

With an allowance recorde
Mortgage loans

Multi-family residentia 3,03¢ 3,031 272 2,747 84
Commercial real esta 7,94¢ 8,011 29C 7,30¢ 174
One-to-four family mixec-use propert 4,617 4,61¢€ 693 4,10z 11E
One-to-four family residentia 36¢ 36¢ 60 371 7
Cc-operative apartmen - - - - -
Constructior 1,91¢ 1,91¢ 34 2,521 32

Non-mortgage loans

Small Business Administratic - - - - -
Taxi Medallion - - - - -
Commercial Business and ott 5,00¢ 5,00 377 4,72( 127

Total loans with an allowance recorded 22,887 22,95: 1,72¢ 21,77°¢ 53¢

Total Impaired Loans
Total mortgage loans $ 10455¢ $ 120,27¢ $ 1,34¢ $ 100,87¢ $ 795

Total non-mortgage loans $ 8,032 $ 9,56¢ $ 377 $ 13,208 $ 14¢
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FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)
The following table shows our recorded investmeanpaid principal balance and allocated allowancddan losses, average recorded investmer
interest income recognized for loans that were idened impaired at or for the year ended Decembep@12:

Unpaid Average Interest
Recorded Principal Related Recorded Income
Investmen Balance Allowance Investmen Recognize:

(Dollars in thousands
With no related allowance recorde
Mortgage loans

Multi -family residentia $ 19,75¢ $ 22,88 $ - $ 27,72 $ 42¢
Commercial real esta 34,67 38,59¢ - 43,97¢ 53¢
One-to-four family mixec-use propert 23,054 25,82 - 27,01¢ 48E
One-to-four family residentia 15,32¢ 18,99 - 15,047 18¢
Cc-operative apartmen 237 29¢ - 174 2
Constructior 10,59¢ 15,18: - 14,68¢ 17z
Non-mortgage loans
Small Business Administratic 85C 1,07t - 1,04z 25
Taxi Medallion - - - - -
Commercial Business and ott 4,391 5,741 - 5,102 53
Total loans with no related allowance recorded 108,88 128,60( - 134,76¢ 1,88¢

With an allowance recorde
Mortgage loans

Multi-family residentia 1,922 1,93 18z 3,17¢ 124
Commercial real esta 7,778 7,83¢ 35¢ 6,53( 40C
One-to-four family mixec-use property 3,31« 3,31 571 4,38¢ 20t
One-to-four family residentia 374 374 94 18¢ 19
Cc-operative apartmen - - - 101 -
Constructior 3,80¢ 3,80¢ 38 4,27¢ 14C

Nor-mortgage loans

Small Business Administratic - = - - -
Taxi Medallion - - - - -
Commercial Business and ott 2,53¢ 2,54( 24¢ 2,27: 11€

Total loans with an allowance recorc 19,727 19,80¢ 1,49¢ 20,92¢ 1,00¢

Total Impaired Loans
Total mortgage loans $ 120,83( $ 139.05. $ 1,24 $ 14727 $ 2,69¢

Total nor-mortgage loan $ 7,78C % 9,35¢ % 24¢  $ 8417 $ 194

In accordance with our policy and the current ratprly guidelines, we designate loans as “Speciaitide,” which is considered “Criticized Loans,”
and “Substandard,” “Doubtful,” or “Loss,” which amnsidered “Classified Loanslf a loan does not fall within one of the previoontione:
categories then the loan would be considered “PH#s.designate a loan as Substandard when adeéled weakness is identified that jeoparc
the orderly liquidation of the debt. We designatwan as Doubtful when it displays the inherent kvesss of a Substandard loan with the a
provision that collection of the debt in full, dmet basis of existing facts, is highly improbablee Wésignate a loan as Loss if it is deemed theodéd
incapable of repayment. Loans that are desigregdddss are charged to the Allowance for Loan Lodseans that are nagecrual are designated
Substandard, Doubtful or Loss. We designate asaBpecial Mention if the asset does not warrassdication within one of the other classificas
but does contain a potential weakness that deselvssr attention.
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The following table sets forth the recorded inwestt in loans designated as Criticized or Clas$ifieJune 30, 2013:

(In thousands Special Mentio Substandaré?)  Doubtful Loss Total
Multi -family residentia $ 10,52 $ 23,60( $ - $ - $ 34,12
Commercial real esta 7,57¢ 24,63¢ - - 32,21¢
One-to-four family - mixec-use property 10,82¢ 17,08¢ - - 27,91¢
One-to-four family - residentia 2,13¢ 14,16: - - 16,29
Cc-operative apartmen - 26€ - - 26€
Construction loan 1,91¢ 7,79¢ - - 9,71(C
Small Business Administratic 323 10¢ - - 431
Commercial business and other 2,20¢€ 15,09: 42F - 17,72¢
Total loans $ 35,50¢ $ 102,74¢ $ 428 $ - $ 138,68

The following table sets forth the recorded investirin loans designated as Criticized or ClassidieDecember 31, 2012:

(In thousands Special Mentio Substandaré?)  Doubtful Loss Total
Multi -family residentia $ 16,34t $ 19,327 $ - $ - $ 35,67-
Commercial real esta 11,097 27,877 - - 38,97«
One-to-four family - mixec-use propert 13,10« 24,63¢ - - 37,73¢
One-to-four family - residentia 5,22¢ 15,32¢ - - 20,55:
Cc-operative apartmen 103 237 - - 34C
Construction loan 3,80¢ 10,59¢ - - 14,40:
Small Business Administratic 328 21z 244 - 77¢
Commercial business and other 3,04 18,41¢ 1,08( - 22,54
Total loans $ 53,04¢ $ 116,63 $ 1,32 § - $ 171,00:

(1) The tables above do not include $0.3 million andB%&illion of Substandard loans held for sale ateJ@0, 2013 and December 31, 2!
respectively

The following table shows the changes in the alloweafor loan losses for the periods indicated:

For the six months
ended June 3

(In thousands 2013 2012

Balance, beginning of peric $ 31,1040 $ 30,34
Provision for loan losse 9,50( 11,00¢(
Charge-off's (8,889 (10,889
Recoveries 63¢ 43¢
Balance, end of period $ 32,358 $ 30,89¢
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The following table shows net loan charge-offs ¢ramries) for the periods indicated:

Three Months Ende Six Months Ende
June 30 June 30 June 30 June 30

(In thousands 2013 2012 2013 2012
Multi -family residentia $ 1,207 $ 1,07¢ $ 2682 $ 2,082
Commercial real esta (160) 387 441 2,097
One-to-four family — mixec-use propert: 471 83¢ 3,02¢ 2,25(
One-to-four family — residentia (75) 44 58t 86¢
Cc-operative apartmen 4 1 70 43
Constructior 70 2,207 304 2,441
Small Business Administratic 10z 13¢ 277 242
Commercial business and other 56C 26 864 421
Total net loan charge-offs $ 217 $ 4,71¢  $ 8,24¢ $ 10,44:

Commitments to extend credit (principally real &staortgage loans) and lines of credit (principélgme equity lines of credit and business line
credit) amounted to $50.2 million and $227.4 millioespectively, at June 30, 2013.

6. Loans held for sale

The following table shows our loans held for sdléha lower of cost or estimated fair value for gegiods indicated:

June 30, 201 December 31, 201
Number Carrying Number Carrying
(Dollars in thousands of loans Value of loans Value
Multi-family residentia - % = 4 3 3,44z
One-to-four family - mixec-use propert 1 33t 4 1,871
Total 1 3 33t 8 $ 5,31

The Company has implemented a strategy of selintaim delinquent and nguerforming loans. Once the Company has decidedlt@ $oan, the sa
usually closes in a short period of time, genenailthin the same quarter. Loans designated helddte are reclassified from loans held for invest
to loans held for sale. Terms of sale include chshupon the closing of the sale, no contingermigscourse to the Company and servicing is retl
to the buyer.
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The following table shows delinquent and non-perniiog loans sold during the period indicated:

For the three months ended

June 30, 201
(Dollars in thousands Loans solc  Proceed: Net charg-offs Net gain (loss
Multi-family residentia 9% 2441 % (46¢) $ =
Commercial real esta 5 2,34¢ (18) -
One-to-four family - mixec-use propert 24 5,58¢ (70 -
Total 38 $§ 10,38: $ (55€6) $ =

The above table does not include the sale of orferp@ing commercial real estate loan for $2.4 riili resulting in a net gain of $184,000 during the
three months ended June 30, 2013.

The following table shows delinquent and non-perfiog loans sold during the period indicated:

For the three months end

June 30, 201
(Dollars in thousands Loans solc  Proceed: Net charg-offs Net gain (loss
Multi -family residentia 6 $§ 310¢ $ (207) $ 31
Commercial real esta 3 2,191 (117) -
One-to-four family - mixec-use property 5 2,16: (39¢) -
Commercial business and ott 1 49¢ - 8
Total 15 $§ 7,95 $ (722) $ 39
The following table shows delinquent and non-perniiog loans sold during the period indicated:
For the six months ended
June 30, 201
(Dollars in thousands Loans solt  Proceed: Net charg-offs Net gain (loss
Multi-family residentia 15 $ 7,05¢ $ (57¢) $ 6
Commercial real esta 7 3,46¢ (99 -
One-to-four family - mixec-use propert 30 7,961 (110 (15
Commercial business and ott 2 6€ (185) -
Total 54 $ 18,55( $ (965) $ 9)

The above table does not include the sale of orferp@ing commercial real estate loan for $2.4 riili resulting in a net gain of $184,000 during the
six months ended June 30, 2013.
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The following table shows delinquent and non-perniiog loans sold during the period indicated:

For the six months ended

June 30, 201

(Dollars in thousands Loans solc  Proceed: Net charg-offs Net gain (loss
Multi-family residentia 12 $ 7,071 $ (38¢) $ 31
Commercial real esta 6 3,86¢ (36€) -
One-to-four family - mixec-use propert 9 3,44 (79¢) -
Constructior 3 2,54( (57
Commercial business and ott 2 714 (13€) 8

Total 32 $ 1763 $ (1,749 $ 39
7. Other Real Estate Ownec
The following represents Other Real Estate Own@REO”) activity during the periods indicated:

For the six months ended
June 30
2013 2012
(In thousands

Balance at beginning of peri $ 527¢ $ 3,17¢
Acquisitions 2,75¢ 1,632
Write-down of carrying valu (180) (209)
Sales (5,265 (2,519
Balance at end of period $ 2591 $ 2,09

The following table shows the gross gains, grossde and writelowns of OREO reported in the Consolidated Statésmincome during the perio
indicated:

For the three months ended For the six months ended

June 30 June 30
2013 2012 2013 2012
(In thousands (In thousands
Gross gain: $ 40 $ - 8 24C % 45
Gross losse (66) (78) (88) (18¢)
Write-down of carrying valu (115 (11€) (180) (209)
Total $ (141 $ (199 $ (28 $ (347
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8. Stock-Based Compensatior

For the three months ended June 30, 2013 and 20dZ;ompanys net income, as reported, included $0.4 milliod $6.7 million, respectively,

stock-based compensation costs and $0.2 million $h8 million, respectively, of income tax benefitdated to the stockased compensati
plans. For the six months ended June 30, 20128hd8, the Compang’net income, as reported, included $2.4 milliod 2.2 million, respectivel
of stock-based compensation costs and $0.9 miii@h$0.9 million, respectively, of income tax betsafelated to the stockased compensation pla

The Company estimates the fair value of stock ogtiosing the Blacischoles valuation model. Key assumptions used timate the fair value 1
stock options include the exercise price of therdwthe expected option term, the expected valatdi the Company’s stock price, the rike
interest rate over the optionskpected term and the annual dividend yield. Then@any uses the fair value of the common stock erddte of awal
to measure compensation cost for restricted stodkawards. Compensation cost is recognized owvewésting period of the award using the stré
line method. During the six months ended June B032nd 2012, the Company granted 243,645 and 230g8tricted stock units, respectively. Tt
were no stock options granted during the six morghded June 30, 2013 and 2012. There were n& sfa@ns or restricted stock units grar
during the three months ended June 30, 2013 an2l 201

The 2005 Omnibus Incentive Plan (“Omnibus Plab8came effective on May 17, 2005 after approvalthi®y stockholders. The Omnibus F
authorizes the Compensation Committee of the CowipaBoard of Directors (the “Compensation Commitje¢o grant a variety of equi
compensation awards as well as Ildagn and annual cash incentive awards, all of whanh be structured so as to comply with Sectio(rh$af the
Internal Revenue Code of 1986, as amended (thertiat Revenue Code™Pn May 17, 2011, stockholders of the Company apmian amendment
the Omnibus Plan authorizing an additional 625,6l0@res for use for full value awards. As of Jung2B13, there were 362,056 shares availabl
full value awards and 56,620 shares available forfoll value awards. To satisfy stock option exersise fund restricted stock and restricted s
unit awards, shares are issued from treasury sioakailable, otherwise new shares are issuede Gompany will maintain separate pools of avail
shares for full value as opposed to non-full vauerds, except that shares can be moved from tidutiosalue pool to the full value pool on a 3-fbr
basis. The exercise price per share of a stockmpgtiant may not be less than the fair market vafube common stock of the Company, as defin
the Omnibus Plan, on the date of grant and maypaoe-priced without the approval of the Comparstockholders. Options, stock appreciation ris
restricted stock, restricted stock units and ottteck based awards granted under the Omnibus Réageaerally subject to a minimum vesting pe
of three years with stock options having ayE@w contractual term. Other awards do not haverdractual term of expiration. Restricted stockt
awards include participants who have reached oclase to reaching retirement eligibility, at whitime such awards fully vest. These amount:
included in stock-based compensation expense.

Full Value Awards:The first pool is available for full value awardsich as restricted stock unit awards. The pool vélldecreased by the numbe
shares granted as full value awards. The poolbeilincreased from time to time by: (1) the numbfeshares that are returned to or retained b
Company as a result of the cancellation, expirafiorieiture or other termination of a full valuevard (under the Omnibus Plan); (2) the settlemé
such an award in cash; (3) the delivery to the dvmaider of fewer shares than the number underlihiegaward, including shares which are with
from full value awards; or (4) the surrender ofrglseby an award holder in payment of the exeradige pr taxes with respect to a full value awarke
Omnibus Plan will allow the Company to transferrsilsafrom the non-full value pool to the full valpeol on a 3-fort basis, but does not allow
transfer of shares from the full value pool to tioa-full value pool.
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The following table summarizes the Company’s fallue awards at or for the six months ended Jun2®I(B:

WeightedAverage

Grant-Date

Full Value Awards Shares Fair Value
Non-vested at December 31, 20 318,05 $ 13.3¢
Grantec 243,64! 15.2¢
Vested (185,33() 14.4¢
Forfeited (16,095 14.27
Non-vested at June 30, 2013 360,27: $ 14.0:
Vested but unissued at June 30, 2013 217,43' $ 14.1¢

As of June 30, 2013, there was $4.3 million ofltatrecognized compensation cost related to vested full value awards granted under the Omi
Plan. That cost is expected to be recognized oweeightedaverage period of 3.4 years. The total fair vali@wards vested for the three moi
ended June 30, 2013 and 2012 were $0.2 million$@n8l million, respectively. The total fair valubawards vested for the six months ended Jun
2013 and 2012 were $2.8 million and $2.7 millioespectively. The vested but unissued full valuerde/@onsist of awards made to employees
directors who are eligible for retirement. Accoglito the terms of the Omnibus Plan, these emplogadsdirectors have no risk of forfeiture. TF
shares will be issued at the original contractesting dates.

Nor-Full Value Awards: The second pool is available for nfuil value awards, such as stock options. The palbbe increased from time to time
the number of shares that are returned to or reddiry the Company as a result of the cancella@rpiration, forfeiture or other termination of amo
full value award (under the Omnibus Plan or the6lS%ck Option Incentive Plan). The second podl mot be replenished by shares withhels
surrendered in payment of the exercise price agaretained by the Company as a result of theatglito the award holder of fewer shares thai
number underlying the award or the settlement efativard in cash.

The following table summarizes certain informatregarding the nofull value awards, all of which have been grantedtack options, at or for t
six months ended June 30, 2013:

Weighted- WeightedAverage Aggregat

Average Remaining Intrinsic
Exercise Contractual Value

Nor-Full Value Awards Shares Price Term ($000)*
Outstanding at December 31, 2( 770,35! $ 15.92
Grantec - -
Exercisec (151,35 13.11
Forfeited (180 12.0¢

Outstanding at June 30, 20 618,82( $ 16.61 2.9 $ 56(

Exercisable shares at June 30, 2013 596,52( $ 16.9:2 2.8 $ 381

Vested but unexercisable shares at June 30, 2013 8,10C $ 8.44 5.6 $ 65

* The intrinsic value of a stock option is the difénce between the market value of the underlytimcksand the exercise price of the option.

As of June 30, 2013, there was $11,000 of totabcmgnized compensation cost related to unvestedullovalue awards granted under the Omn
Plan. That cost is expected to be recognized oweeighted-average period of 0.6 years. The velsteéduinexercisable nofll value awards wei
made to employees who are eligible for retireméwatording to the terms of the Omnibus Plan, thespleyees have no risk of forfeiture. Th
awards will be exercisable at the original contiatvesting dates.
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Cash proceeds, fair value received, tax benefitsinsic value related to stock options exercised the weighted average grant date fair valu
options granted during the six months ended Jun@Q@IB are provided in the following table:

For the three months ended For the six months ended

June 30 June 30
(In thousands 2013 2012 2013 2012
Proceeds from stock options exerci: $ 21z $ 57C $ 23t $ 814
Fair value of shares received upon exercised oksiptions 937 - 1,574 54¢
Tax benefit related to stock options exerci 11F 3 16¢ 27
Intrinsic value of stock options exercis 203 16 377 13C

Phantom Stock PlarThe Company maintains a ngualified phantom stock plan as a supplement titsit sharing plan for officers who he
achieved the level of Senior Vice President andralzmd completed one year of service. Howeveicer who had achieved at least the level of
President and completed one year of service ppidahuary 1, 2009 remain eligible to participat¢hies phantom stock plan. Awards are made
this plan on certain compensation not eligibledaards made under the profit sharing plan, dubedae¢rms of the profit sharing plan and the Intk
Revenue Code. Employees receive awards under ldnisppoportionate to the amount they would haveiresd under the profit sharing plan, but
limits imposed by the profit sharing plan and théetnal Revenue Code. The awards are made as wastisa and then converted to common s
equivalents (phantom shares) at the then currerkengalue of the Company’s common stock. Divideads credited to each employgeiccount i
the form of additional phantom shares each timeQbmpany pays a dividend on its common stock. énethent of a change of control (as define
this plan), an employee’s interest is converted fixed dollar amount and deemed to be investeédarsame manner as his or her interest in the Bank’
non-qualified deferred compensation plan. Employees ueder this plan 20% per year for 5 years. Empgyalso become 100% vested up:
change of control. Employees receive their vestegdrést in this plan in the form of a cash lump spayment or installments, as elected by
employee, after termination of employment. The Canypadjusts its liability under this plan to thé faalue of the shares at the end of each period.

The following table summarizes the Phantom Stoek Rl or for the six months ended June 30, 2013:

Phantom Stock Pls Shares Fair Value

Outstanding at December 31, 2( 50,067 $ 15.3¢
Grantec 9,051 15.62
Forfeited - -
Distributions (500 16.2¢
Outstanding at June 30, 2013 58,61¢ $ 16.4¢
Vested at June 30, 2013 58,32 % 16.4¢

The Company recorded stobesed compensation expense (benefit) for the PmaStock Plan of ($21,000) and $15,000 for the thmeaths ende
June 30, 2013 and 2012, respectively. The totalM&lue of the distributions from the Phantom StBt&n was $8,000 and $5,000 for the three mi
ended June 30, 2013 and 2012, respectively.

For the six months ended June 30, 2013 and 20 Z;dmpany recorded stotlased compensation expense for the Phantom StaokoP$78,000 ar
$57,000, respectively. The total fair value of tigtributions from the Phantom Stock Plan during $ix months ended June 30, 2013 and 2012
$8,000 and $6,000, respectively.
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9. Pension and Other Postretirement Benefit Plan

The following table sets forth information regamglitne components of net expense for the pensiom#m postretirement benefit plans.

Three months ended Six months ended
June 30 June 30
(In thousands 2013 2012 2013 2012
Employee Pension Pla
Interest cos $ 207 $ 22C % 414 % 44C
Amortization of unrecognized lo: 30€ 263 612 52€
Expected return on plan ass (315 (310 (630 (620
Net employee pension expense $ 19¢ 3 172 3 39 $ 34¢€
Outside Director Pension Ple
Service cos $ 21 % 20 % 42 $ 40
Interest cos 24 28 48 56
Amortization of unrecognized ga 9 @) (18) (14)
Amortization of past service liabilit 9 9 18 18
Net outside director pension expense $ 45 $ 50 $ N0 % 10C
Other Postretirement Benefit Plal
Service cos $ 112 $ w0c $ 224 $ 20C
Interest cos 55 54 11C 10€
Amortization of unrecognized lo: 12 10 24 20
Amortization of past service crec (20) (21 (40 (42
Net other postretirement expense $ 15¢ 3 143 3 318 % 28€

The Company previously disclosed in its Consolideéfgancial Statements for the year ended Decer@beR012 that it expects to contribute ¢
million to the Company’s Employee Pension Plan (tBmployee Pension Plangnd $0.2 million to each of the Outside Directon$en Plan (th
“Outside Director Pension Plan”) and the other psement benefit plans (the “Other Postretirenienefit Plans”during the year ending Decem
31, 2013. As of June 30, 2013, the Company hasgibated $0.5 million to the Employee Pension PB49,000 to the Outside Director Pension

and $29,000 to the Other Postretirement Benefit®IAs of June 30, 2013, the Company has not mVisexpected contributions for the year en
December 31, 2013.

10. Fair Value of Financial Instruments

The Company carries certain financial assets amhiial liabilities at fair value in accordancetwASC Topic 825, “Financial Instruments”ASC
Topic 825”) and values those financial assets andntial liabilities in accordance with ASC Topi@® “Fair Value Measurements &
Disclosures” (“ASC Topic 820")ASC Topic 820 defines fair value as the price thatild be received to sell an asset or paid to teaugsliability in ar
orderly transaction between market participantthatmeasurement date, establishes a framework éasuning fair value and expands disclos
about fair value measurements. ASC Topic 825 geratitities to choose to measure many financiatungents and certain other items at fair ve
At June 30, 2013, the Company carried financiaétsand financial liabilities under the fair valogtion with fair values of $44.8 million and $2
million, respectively. At December 31, 2012, then@@any carried financial assets and financial liié# under the fair value option with fair valuef
$54.5 million and $23.9 million, respectively. Dugithe six months ended June 30, 2013, the Comgianiyot elect to carry any additional finan:
assets or financial liabilities under the fair \@loption. The Company elected to measure at fairevsecurities with a cost of $10.0 million thatre
purchased during the six months ended June 30, 2012
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The following table presents the financial assets ffnancial liabilities reported at fair value widhe fair value option, and the changes in falug
included in the Consolidated Statement of InconNet-gain (loss) from fair value adjustments, afoorthe periods indicated:

Fair Value Fair Value Changes in Fair Values For Items Measured at Falué/
Measuremen Measurements Pursuant to Election of the Fair Value Opt

at June 30, at December 3 Three Months Ende Six Months Ended
(Dollars in thousands 2013 2012 June 30, 201  June 30, 201 June 30, 201 June 30, 201
Mortgagebacked securitie $ 15,04( $ 24911 $ (169 $ (143 $ (531 % (261)
Other securitie 29,79: 29,571 (220 5 53 24¢
Borrowed funds 26,19: 23,92: (1,456 1,73¢ (2,279 1,90¢
Net gain (loss) from fair value adjustme® (@ $ (1,845 $ 1,59¢ $ (2,759 $ 1,99(
Q) The net gain (loss) from fair value adjustmentspnged in the above table does not include nesg#ii$1.5 million and net losses of §

million for the three months ended June 30, 20182012, respectively, from the change in the falue of interest rate caps/swa

2) The net gain (loss) from fair value adjustmentspngéed in the above table does not include nesgz#ii$2.3 million and net losses of §
million for the six months ended June 30, 2013 202, respectively, from the change in the faiueadf interest rate caps/swa

Included in the fair value of the financial assatsl financial liabilities selected for the fair waloption is the accrued interest receivable oapiyfo
the related instrument. One pooled trust prefeseclrity is over 90 days past due and the Compasystopped accruing interest. The Com|
continues to accrue on the remaining financialrimeents and reports, as interest income or intengstnse in the Consolidated Statement of Inc
the interest receivable or payable on the finariogttuments selected for the fair value optiothatr respective contractual rates.

The borrowed funds had a contractual principal amatf $61.9 million at June 30, 2013 and Decemider2®12. The fair value of borrowed ful
includes accrued interest payable of $0.1 milliod $0.4 million at June 30, 2013 and December 8122respectively.

The Company generally holds its earning asset&r dttan securities available for sale, to matuaitg settles its liabilities at maturity. Howeveair
value estimates are made at a specific point i tmd are based on relevant market informationsftestimates do not reflect any premiur
discount that could result from offering for saleome time the Compang’entire holdings of a particular instrument. Aclingly, as assumptio
change, such as interest rates and prepaymemtsafaé estimates change and these amounts manyeoessarily be realized in an immediate sale.

Disclosure of fair value does not require fair \elnformation for items that do not meet the défim of a financial instrument or certain ot
financial instruments specifically excluded frons itequirements. These items include core depotihgibles and other customer relationst
premises and equipment, leases, income taxes)deestproperties and equity.

Further, fair value disclosure does not attempvatue future income or business. These items maynagerial and accordingly, the fair va
information presented does not purport to represemtshould it be construed to represent, the lyidg “market” or franchise value of the Company.

Financial assets and financial liabilities reportdfair value are required to be measured baseditber: (1) quoted prices in active markets
identical financial instruments (Level 1); (2) sifigant other observable inputs (Level 2); or (B)nsficant unobservable inputs (Level 3).

A description of the methods and significant asstiong utilized in estimating the fair value of tBe@mpanys assets and liabilities that are carrie
fair value on a recurring basis are as follows:

Level 1 —where quoted market prices are available in avectiarket. The Company did not value any of itetser liabilities that are carried at -
value on a recurring basis as Level 1 at June @D3 2nd December 31, 2012.
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Level 2 —when quoted market prices are not available, faluer is estimated using quoted market prices failai financial instruments and adjus
for differences between the quoted instrument andnisteuiment being valued. Fair value can also benattd by using pricing models, or discout
cash flows. Pricing models primarily use markased or independently sourced market parametenspass, including, but not limited to, yie
curves, interest rates, equity or debt prices aaditspreads. In addition to observable marktrination, models also incorporate maturity anch
flow assumptions. At June 30, 2013, Level 2 inctldeortgage related securities, corporate debt atedest rate caps/swaps. At December 31, !
Level 2 included mortgage related securities, cafgodebt and interest rate caps.

Level 3 —when there is limited activity or less transpareaoyund inputs to the valuation, financial instruniseare classified as Level 3. At June
2013 and December 31, 2012, Level 3 includes REBHE CMO securities, municipal securities and tprsferred securities owned by and ju
subordinated debentures issued by the Company.

The methods described above may produce fair vaha&smay not be indicative of net realizable vatueeflective of future fair values. While 1
Company believes its valuation methods are apmtgi@nd consistent with those of other market gpetnts, the use of different methodoloc
assumptions and models to determine fair valueedfin financial instruments could produce différestimates of fair value at the reporting date.

The following table sets forth the assets and liizs that are carried at fair value on a recugrirasis and the method that was used to deteriméie t
fair value, at June 30, 2013 and December 31,:2012

Quoted Prices

in Active Markets Significant Othel Significant Othel
for Identical Assets Observable Inputs Unobservable Inputs  Total carried at fair value
(Level 1) (Level 2) (Level 3) on a recurring bas
June 3C December 3. June 30 December 3. June 3C December 3. June 30 December 3:
2013 2012 2013 2012 2013 2012 2013 2012
(in thousands
Assets:
Mortgage-backecSecurities $ - % - $ 759,45¢ $  696,63( $22,93( $ 23,47t $ 782,38¢ $ 720,11
Other securitie - - 240,64: 213,37: 17,69¢ 16,07¢ 258,33t 229,45!
Interest rate cag - - 8 19 - - 8 19
Interest rate sway - - 64¢€ 3 - - 64¢€ 3
Total asset $ - $ - $1,000,75: $ 910,03 $40,62¢ $ 39,554 $1,041,37° $ 949,58t
Liabilities:
Borrowings $ - $ - $ -$ - $26,19: $ 23,92: $ 26,19: $ 23,92:
Interest rate sway - - - 1,92: - - - 1,92z
Total liabilities $ -9 - $ -9 1,922 $26,19: $ 23,92: $ 26,19: $ 25,84«
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The following table sets forth the Company's asaetsliabilities that are carried at fair valuearecurring basis, classified within Level 3 of the
valuation hierarchy for the period indicated:

For the six months ended

June 30, 201
REMIC anc Trust preferre Junior subordinate
CMO Municipals  securities debenture:

(In thousands

Beginning balanc $ 2347 $ 942¢ % 6,65( $ 23,92
Transfer into Level . - - - -
Net gain from fair value adjustmeof financial asset - - 512 -
Net loss from fair valuadjustment of financial liabilitie - - - 2,27¢
Decrease in accrued interest pays - - - 5)
Other-thar-temporary impairment char (503) - - -
Change in unrealized gains (losses) included ieratbmprehensive income (42 (102) 1,20¢ 5
Ending balanc $ 22930 % 932: % 8,361 $ 26,19:
Changes in unrealized held at period end $ (42 $ (102) $ 1,205 $ -

The following table presents the quantitative infation about recurring Level 3 fair value of fina@iénstruments and the fair value measurements as
of June 30, 2013:

June 30, 201: Fair Value Valuation Technique Unobservable Input  Range (Weighted Average
(Dollars in thousands
Assets:
Spread to inde 2.4%-4.3% (3.4%)
Loss Severity 40.0%- 70.0%(55.6%)
Prepayment speei: 1.0%-10.0%(6.9%)
Defaults 3.0%-11.1%(8.0%)
REMIC and CMC $ 22,93( Discounted cash flow Average Life (years 41-75 (5.4
Municipals $ 9,327 Discounted cash flow Discount rate 0.4%-4.0% (3.6%)
Discount rate 8.0%-16.1%(11.6%)
Prepayment assumptio 0% - 45.5%(33.3%)
Trust Preferred Securitit $ 8,367 Discounted cash flow Defaults 0% - 17.3%(9.2%)
Liabilities:
Junior subordinated debentu $ 26,19: Discounted cash flow Discount rate 8.0%-8.0% (8.0%)

The significant unobservable inputs used in the yalue measurement of the CompanREMIC and CMO securities valued under Level 3the
spread to an index, loss severity, default ratepayment speeds and the average life of the sgcBignificant increases or decreases in eithéhnasde
inputs in isolation would result in a significantwer or higher fair value measurement.

The significant unobservable inputs used in thevalue measurement of the Company’s municipal s valued under Level 3 are the securities’
effective yield. Significant increases or decreaseshe effective yield in isolation would resuh ia significantly lower or higher fair val
measurement.

The significant unobservable inputs used in the yaiue measurement of the Companyrust preferred securities valued under Levele3 the
securities’prepayment assumptions and default rate. Signifitemeases or decreases in any of the inputsolatisn would result in a significan
lower or higher fair value measurement.
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The significant unobservable inputs used in thevalue measurement of the Companjyinior subordinated Debentures are effectivedyi8lgnifican
increases or decreases in the effective yieldalai®n would result in a significantly lower orghier fair value measurement.

The following table sets forth the Company’s astigis are carried at fair value on a non-recurbiagis and the method that was used to determine
their fair value, at June 30, 2013 and DecembeRG12:

Quoted Prices

in Active Markets Significant Other Significant Other
for Identical Assets Observable Inputs Unobservable Inputs  Total carried at fair valu
(Level 1) (Level 2) (Level 3) on a norrecurring basi:
June 30 December 3: June 30 December 3: June 3C December 3. June 30, December 3:

2013 2012 2013 2012 2013 2012 2013 2012
(in thousands
Assets:

Loans held for sal $ - $ - % - % -$ 33 % 5,31 $ 33 $ 5,31:
Impaired loan: - - - - 38,77¢ 49,70: 38,77¢ 49,70:
Other Real Estate Own - - - - 2,591 5,27¢ 2,591 5,27¢
Total assets $ - % - $ - $ - $41,70¢ $ 60,29 $ 41,70¢ $ 60,29

The following table presents the quantitative infation about non-recurring Level 3 fair value ofafincial instruments and the fair value
measurements as of June 30, 2013:

June 30, 201: Fair Value Valuation Technique Unobservable Input Range (Weighted Average
(Dollars in thousands

Assets:

Loans held for sal $ 33¢ Fair value of collatere Loss severity discout 24.4% (24.4%,

Impaired loan: $ 38,77¢ Fair value of collatere Loss severity discout 0.5%- 89.5% (32.9%

Other real estate own $ 2,591 Fair value of collatere Loss severity discout 0.0%-80.7% (16.1%

The Company carries its Loans held for sale and OREthe expected sales price less selling costs.
The Company carries its impaired collateral depehtb&ns at 85% of the appraised or internallynestéd value of the underlying property.
The Company did not have any liabilities that wemeried at fair value on a non-recurring basisuaeJ30, 2013 and December 31, 2012.

The estimated fair value of each material cladmahcial instruments at June 30, 2013 and Dece®bg2012 and the related methods and
assumptions used to estimate fair value are amafsl|

Cash and Due from Banks, Overnight Interest-EarningDeposits and Federal Funds Sold:

The fair values of financial instruments that drers-term or reprice frequently and have littlenorrisk are considered to have a fair value that
approximates carrying value (Level 1).

FHLB-NY stock:

The fair value is based upon the par value of thekswhich equals its carrying value (Level 2).

Securities Available for Sale:

The estimated fair values of securities availablestle are contained in Note 6 of the Notes tosGlishated Financial Statements. Fair value is k
upon quoted market prices (Level 1 input), wherailable. If a quoted market price is not availaliéd, value is estimated using quoted market p

for similar securities and adjusted for differenbesween the quoted instrument and the instrumeingbvalued (Level 2 input). When there is lim
activity or less transparency around inputs tovideation, securities are classified as (Level@Biih
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Loans held for sale:
The fair value of non-performing loans held fores&l estimated through bids received on the loadsas such, are classified as a Level 3 input.

Loans:

The estimated fair value of loans is estimatedibgalinting the expected future cash flows usingctiveent rates at which similar loans would be n
to borrowers with similar credit ratings and reniagnmaturities (Level 3 input).

For non-accruing loans, fair value is generallyneated by discounting managemengstimate of future cash flows with a discount mmensura
with the risk associated with such assets or filatyal dependent loans 85% of the appraisedterrally estimated value of the property. (Lev
input).

Due to Depositors:

The fair values of demand, passbook savings, NOWhay market deposits and escrow deposits are, fiyitd®, equal to the amount payable
demand at the reporting dates (i.e. their carryialge) (Level 1). The fair value of fixemtaturity certificates of deposits are estimatedisgounting
the expected future cash flows using the ratesntlyr offered for deposits of similar remaining ovéties (Level 2 input).

Borrowings:

The estimated fair value of borrowings are estimhdte discounting the contractual cash flows usitgrest rates in effect for borrowings with sirr
maturities and collateral requirements (Level 2ior using a market-standard model (Level 3 ihput

Interest Rate Caps:

The estimated fair value of interest rate capsged upon broker quotes (Level 2 input).
Interest Rate Swaps:

The estimated fair value of interest rate swapmaged upon broker quotes (Level 2 input).
Other Real Estate Owned:

OREO are carried at fair value less selling co3tse fair value is based on appraised value thrauglirrent appraisal, or sometimes throug
internal review, additionally adjusted by the estied costs to sell the property (Level 3 input).

Other Financial Instruments:

The fair values of commitments to sell, lend orrberare estimated using the fees currently chaoggxhid to enter into similar agreements, takirtg
account the remaining terms of the agreements laa@resent creditworthiness of the counterpartiesnothe estimated cost to terminate ther
otherwise settle with the counterparties at theontipy date. For fixedate loan commitments to sell, lend or borrow, fatues also consider 1
difference between current levels of interest rates committed rates (where applicable).

At June 30, 2013 and December 31, 2012, the féiregaof the above financial instruments approxintagerecorded amounts of the related fees
were not considered to be material.
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The following table sets forth the carrying amouantsl estimated fair values of selected financistriments based on the assumptions described

used by the Company in estimating fair value a6, 2013:

Assets:

Cash and due from ban
MortgagebackedSecurities
Other securitie

Loans held for sal

Loans

FHLB-NY stock

Interest rate caf

Interest rate swaf

OREO

Total assets
Liabilities:
Deposits

Borrowings

Total liabilities

June 30, 201
Carrying Fair
Amount Value Level 1 Level 2 Level 3
(in thousands
$ 4219 $ 42,19 $ 42,19 $ - $ =
782,38t 782,38t - 759,45¢ 22,93(
258,33! 258,33! - 240,64 17,69«
33t 33t - - 33t
3,288,10: 3,360,67; - - 3,360,67;
47,42( 47,42( - 47,42( -
8 8 - 8 -
64¢€ 64¢€ - 64¢€ -
2,591 2,591 - - 2,591
$4,422,02. $4,49459 $ 42,19¢ $1,048,17. $ 3,404,22;
$ 3,070,53! 3,095,66: $1,905,37¢ $1,190,28' $ -
1,059,16: 1,082,20: - 1,056,011 26,19:
$4,129,69 $4,177,861 $1,90537 $2,246,29 $ 26,19:
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The following table sets forth the carrying amouantsl estimated fair values of selected financistriments based on the assumptions described
used by the Company in estimating fair value atebawer 31, 2012:

December 31, 201

Carrying Fair
Amount Value Level 1 Level 2 Level 3
(in thousands
Assets:
Cash and due from ban $ 4042 $ 4042 $ 4042 $ - $ -
MortgagebackedSecurities 720,11 720,11 - 696,63¢ 23,47°¢
Other securitie 229,45: 229,45: - 213,37 16,07¢
Loans held for sal 5,31¢ 5,31¢ - - 5,31:
Loans 3,234,122 3,416,31: - - 3,416,31.
FHLB-NY stock 42,33 42,33 - 42,33 -
Interest rate caf 19 19 - 19 -
Interest rate swaf 3 3 - 3 -
OREO 5,27¢ 5,27¢ - - 5,27¢
Total assets $4,277,06. $4,459,25. $ 40,42¢ $ 952,37. $ 3,466,45!
Liabilities:
Deposits $ 3,015,19: 3,057,15; $1,761,96. $1,295,18! $ =
Borrowings 948,40! 992,06¢ - 968,14" 23,92:
Interest rate sway 1,92: 1,92: - 1,92z -
Total liabilities $ 3,965,521 $4,051,14. $1,761,96. $2,26525 $ 23,927
11. Derivative Financial Instruments

At June 30, 2013 and December 31, 2012, the Comgpaderivative financial instruments consist of pasdd options and swaps. The purch
options are used to mitigate the Company’s exposuresing interest rates on its financial liabdi without stated maturities. The CompangWwap
are used to mitigate the Compasgxposure to rising interest rates on a portid8.(s million) of its floating rate junior subordia debentures tt
have a contractual value of $61.9 million. Addititly, the Company at times may use swaps to méiga Companyg exposure to rising interest re
on its fixed rate loans.

At June 30, 2013, derivatives with a combined n@lamount of $118.0 million are not designatethedges and a derivative with a notional am
of $4.3 million is designated as a fair value hedgjeanges in the fair value of the derivatives degignated as hedges are reflected\at“loss fron
fair value adjustmentsih the Consolidated Statements of Income. Theigustof the changes in the fair value of the déiveadesignated as a f
value hedge which is considered ineffective arkecédd in “Net loss from fair value adjustments’tire Consolidated Statements of Income.

-37-




PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

The following table sets forth information regamglithe Company’s derivative financial instrumentdwte 30, 2013:

Notional Net Carrying
Amount  Purchase Pri Value

(In thousands

Interest rate caps (n-hedge) $ 100,000 $ 9,03t $ 8
Interest rate swaps (n-hedge) 18,00( - 39t
Interest rate swaps (hedge) 4,25¢ - 251

Total derivatives $ 122,25¢ $ 9,03 $ 654

The following table sets forth information regamglithe Company’s derivative financial instrument®atember 31, 2012:

Notional Net Carrying®
Amount Purchase Pric Value

(In thousands

Interest rate caps (n-hedge) $ 100,000 $ 9,03t $ 19
Interest rate swaps (n-hedge) 18,00( - (1,927)
Interest rate swaps (hedge) 4,30( = 3

Total derivatives $ 122,30 $ 9,03t $ (1,900

(1) Derivatives in a net positive position are recordsdOther assets” and derivatives in a net negatosition are recorded as “Other liabilitiés”
the Consolidated Statements of Financial Condi

The following table sets forth the effect of detiva instruments on the Consolidated Statemenksaaime for the periods indicated:

For the three months enc For the six months endé

June 30 June 30
(In thousands 2013 2012 2013 2012
Financial Derivatives
Interest rate cay $ 3 $ (119 $ 11) $ (262)
Interest rate swaps 1,54¢ (2,049 2,33: (2,73%)
Net Gain (lossyV $ 1531 $ (2,159 $ 232 $ (3,000

(1) Net gains and (losses) are recorded as piNet loss from fair value adjustme” in the Consolidated Statements of Incol
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12. Income Taxes

Flushing Financial Corporation files consolidatesti€ral and combined New York State and New York @itome tax returns with its subsidiar
with the exception of Flushing Financial Capitalst I, Flushing Financial Capital Trust Ill, andushing Financial Capital Trust IV, which f
separate Federal income tax returns as trustsi-ksttiing Preferred Funding Corporation, which fileseparate Federal and New York State inc
tax return as a real estate investment trust.

Income tax provisions are summarized as follows:

For the Three months For the Six months
ended June 3( ended June 3(
(In thousands 2013 2012 2013 2012
Federal:
Current $ 5181 $ 5,097 $ 8,021 $ 8,22¢
Deferred (529 (867) 102 (369
Total federal tax provision 4,66: 4,23¢ 8,12/ 7,86(
State and Loca
Current 1,72¢ 1,62( 2,30¢ 2,33¢
Deferred (232) (337) 45 (116
Total state and local tax provision 1,492 1,28: 2,35( 2,217
Total income tax provision $ 6,15t $ 551¢ $ 1047¢ $ 10,07:

The income tax provision in the Consolidated Statets of Income has been provided at an effectiteeaf39.0% for all periods presented in the t
above.

The effective rates differ from the statutory fealéncome tax rate as follows:

For the three months For the six months
ended June 3( ended June 3l
(dollars in thousands) 2013 2012 2013 2012
Taxes at federal statutory re $ 5,524 35.(% $ 4,95t 35.(% $ 9,40( 35.(% 9,04t 35.(%
Increase (reduction) in taxes resulting
from:
State and local income tax, net
Federaincome tax benef 97(C 6.1 83kt 5.¢ 1,52¢ 5.7 1,44z 5.6
Other (339 (2.1 (271 (1.9 (454 1.9 (410 (1.6)
Taxes at effective rate $ 6,15¢ 39.(% $ 5,51¢ 39.% $ 10,47 39.(% $ 10,07: 39.(%

The Company has recorded a deferred tax assedof $dllion at June 30, 2013, which is included@ther assetsin the Consolidated Statement:
Financial Condition. This represents the anticigatet federal, state and local tax benefits expettde realized in future years upon the utilzati
the underlying tax attributes comprising this bakarThe Company has reported taxable income far&tdstate, and local tax purposes in each ¢
past three fiscal years. In management’s opiniorjiéw of the Companyg’ previous, current and projected future earningsdt, the probability th
some of the Company'$20.4 million deferred tax liability can be udedoffset a portion of the deferred tax asset, e as certain tax plannii
strategies, it is more likely than not that theedefd tax asset will be fully realized. Accordinghp valuation allowance was deemed necessaryné
deferred tax asset at June 30, 2013.
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13. Accumulated Other Comprehensive Income
The following table sets forth the changes in aaglated other comprehensive income by componerthiosix months ended June 30, 2013:
Unrealized Gain

and (Losses) on
Available for Sal Defined Benef

Securities Pension Item Total
(In thousands
Beginning balance, net of tax $ 18,92 $ (6,789 $ 12,137
Other comprehensive income befreclassifications, net of te (18,21 - $(18,219
Amounts reclassified from accumulated other comgmslve income, net of tax (1,33€) 33€ (1,000
Net current period other comprehensive incomephx (19,559 33€ (19,219
Ending balance, net of tax $ (639 $ (6,449 $ (7,08))

The following table sets forth significant amourgslassified out of accumulated other compreheris@me by component for the three months
ended June 30, 2013:

Amounts Reclassified fro

Details about Accumulated Other Accumulated Other Affected Line Item in the Statement
Comprehensive Income Compone Comprehensive Incorr Where Net Income is Present
(Dollars in thousands
Unrealized gains (losses) on availafor sale securities $ 18 Net gain on sale of securiti
(8 Tax expense
$ 10 Net of tax
OTTI charges $ (503) OTTI charge
22( Tax benefit
$ (289%) Net of tax

Amortization of defined benefit pension iten
Actuarial losse: $ (309) (1) Other expens
Prior service credits 11 (1) Other expense

(29¢) Total before ta:
13C Tax benefit

$ (16€) Net of tax

(1) These accumulated other comprehensive income caenpoare included in the computation of net pedigdinsion cost (See Note 9 of the Ni
to Consolidated Financial Stateme"Pension and Other Postretirement Benefit P”
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The following table sets forth significant amourgslassified out of accumulated other compreherisigeme by component for the six months er
June 30, 2013:

Amounts Reclassified fro

Details about Accumulated Other Accumulated Other Affected Line Item in the Statement
Comprehensive Income Compone Comprehensive Incorr Where Net Income is Present
(Dollars in thousands
Unrealized gains losses on availafor sale securities $ 2,87¢ Net gain on sale of securiti
(1,257) Tax expens:
$ 1,61¢ Net of tax
OTTI charges $ (503) OTTI charge
22C Tax benefit
$ (28%) Net of tax

Amortization of defined benefit pension iten
Actuarial losse: $ (61€) (1) Other expens
Prior service credit 22 (1) Other expens
(59¢) Total before ta:
26C Tax benefit
$ (336 Net of tax

(1) These accumulated other comprehensive income caenpmare included in the computation of net pedgdinsion cost (See Note 9 of the Ni
to Consolidated Financial Stateme“Pension and Other Postretirement Benefit P

14. Regulatory

The Federal Deposit Insurance Corporation Improvemet of 1991 (“FDICIA”)imposes a humber of mandatory supervisory measurésnks ar
thrift institutions. Among other matters, FDICIA tablished five capital zones or classifications I[(veapitalized, adequately capitaliz
undercapitalized, significantly undercapitalizedl amitically undercapitalized). Such classificagosre used by bank regulatory agencies to dete
matters ranging from each institutisnquarterly FDIC deposit insurance premium assessne approvals of applications authorizing insibns tc
grow their asset size or otherwise expand busiaetigities. Under current capital regulations, B&nk is required to comply with each of tr
separate capital adequacy standards.
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At June 30, 2013, the Bank exceeded each of tlee tapital requirements and is categorized as -weglitalized” under the prompt corrective action
regulations. Set forth below is a summary of tla@iBs compliance:

(Dollars in thousands Amount Percent of Asse
Core Capital:
Capital level $ 433,59 9.62%
Well capitalizec 225,40: 5.0C
Excess 208,19: 4.62
Tier 1 Risk-Based Capital:
Capital level $ 433,59 14.36%
Well capitalizec 181,19¢ 6.0C
Excess 252,39t 8.3¢
Risk-Based Capital:
Capital level $ 465,94 15.4%%
Well capitalizec 301,99¢ 10.0¢
Excess 163,95: 5.4%

As a result of its conversion to a bank holding pany on February 28, 2013, the Holding Company necsubject to the same regulatory capital
requirements as the Bank. At June 30, 2013, theirplCompany’s Tier | (leverage) capital, Tierskibased capital and Total risk-based capital
was 9.76%, 14.58%, and 15.66%, respectively.

15. New Authoritative Accounting Pronouncements

In February 2013, the FASB issued ASU No. 2013v2ich amends the authoritative accounting guidanuder ASC Topic 220 Comprehensi\
Income.” The amendments do not change the current requitsnfi@nreporting net income or other comprehengim®me in financial statemer
However, the amendments require an entity to peuidormation about the amounts reclassified owagfumulated other comprehensive incom
component. In addition, an entity is required tesant, either on the face of the statement wherégnoeme is presented or in the notes, signifi
amounts reclassified out of accumulated other cehmgasive income by the respective line items ofimaime but only if the amount reclassifie
required under GAAP to be reclassified to net ineamits entirety in the same reporting period. &threr amounts that are not required under G
to be reclassified in their entirety to net income entity is required to crossference to other disclosures required under G#&xaP provide addition.
detail about those amounts. The amendments irutidate are effective prospectively for reportingigas beginning after December 15, 2012. E
adoption is permitted. Adoption of this update dat have a material effect on the Compangdnsolidated results of operations or finanadeldition
See Note 13 of the Notes to Consolidated Finaigtatements “Accumulated Other Comprehensive Income.
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ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

This Quarterly Report should be read in conjunctigith the more detailed and comprehensive discksimcluded in our Annual Report on Form 10-
K for the year ended December 31, 2012. In additmease read this section in conjunction with @ansolidated Financial Statements and Nott
Consolidated Financial Statements contained herein.

As used in this Quarterly Report, the woi‘we,” “us,” “our” and the “Company” are used to refer to Flushing Financial Corporatiand ou
consolidated subsidiaries, including the survivergity of the merger (the “Merger"dpn February 28, 2013 of our wholly owned subsidid&iyshing
Savings Bank, FSB (the “Savings Bank”) with ana iRtushing Commercial Bank (the “Commercial BankThe surviving entity of the Merger v
the Commercial Bank, whose name has been chang&eushing Bank.” References herein to the “Bankfiean the Savings Bank (including
wholly owned subsidiary, the Commercial Bank) ptathe Merger and the surviving entity after therlyer.

Statements contained in this Quarterly Reportirglab plans, strategies, objectives, economicgoerance and trends, projections of results of $ip:
activities or investments and other statements dhatnot descriptions of historical facts may bevardlooking statements within the meaning
Section 27A of the Securities Act of 1933 and Secf1E of the Securities Exchange Act of 1934.weaod{ooking information is inherently subje
to risks and uncertainties and actual results cdiffdr materially from those currently anticipatéde to a number of factors, which include, butrat
limited to, factors discussed elsewhere in thisr@uly Report and in other documents filed by uthvilie Securities and Exchange Commission
time to time, including, without limitation, our Awal Report on Form 10-K for the year ended Decerlte2012. Forwardboking statements m.
be identified by terms such as “may,” “will,” “shlol)” “could,” “expects,” “plans,” “intends,” “antipates,” “believes,” “estimates,” “predicts,”
“forecasts,” “potential” or “continue” or similaetms or the negative of these terms. Although wWiewethat the expectations reflected in the fodwvar
looking statements are reasonable, we cannot giearéuture results, levels of activity, performacechievements. We have no obligation to ug
these forward-looking statements.

” o« " o« " ou

Executive Summary

We are a Delaware corporation organized in May 199 Savings Bank was organized in 1929 as a Newk $tatechartered mutual savings ba
In 1994, the Savings Bank converted to a federeligrtered mutual savings bank and changed its rfeore Flushing Savings Bank to Flush
Savings Bank, FSB. The Savings Bank converted feofederally chartered mutual savings bank to arédlyechartered stock savings bank
November 21, 1995, at which time Flushing Finan€atporation acquired all of the stock of the SgeiBank. On February 28, 2013, in the Mel
the Savings Bank merged with and into the Comme®&nk, with the Commercial Bank as the survivinglity. Pursuant to the Merger, 1
Commercial Bank’s charter was changed to a fuNdserNew York State chartered commercial bank,igsixdame was changed to Flushing Bank.

On July 21, 2011, as a result of the Dodd-Frank|\8aket Reform and Consumer Protection Act, theérggs Banks primary regulator became
Office of the Comptroller of the Currency and FlughFinancial Corporatios’ primary regulator became the Federal ReservedBoatovernor:
Upon completion of the Merger, the Baslgrimary regulator became the New York State Diepamt of Financial Services (formerly, the New Y
State Banking Department), and its primary fedezgulator became the Federal Deposit Insurancedtatipn (“FDIC”). Deposits are insured to 1
maximum allowable amount by the FDIC. Additionaltile Bank is a member of the Federal Home Loan Baskem. Also in connection with 1
Merger, Flushing Financial Corporation became &bwiding company. We do not anticipate any sigaffit changes to our operations or service:
result of the Merger. The primary business of FlugH=inancial Corporation has been the operatiothefBank. The Bank owns three subsidia
Flushing Preferred Funding Corporation, Flushingvide Corporation, and FSB Properties Inc. In Nokem2006, the Bank launched an inte
branch, iGObanking.corft . The activities of Flushing Financial Corporatiore grrimarily funded by dividends, if any, receivedrh the Bank
issuances of junior subordinated debt, and issisaatequity securities. Flushing Financial Corpiards common stock is traded on the NASD
Global Select Market under the symbol “FFIC.”
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Our principal business is attracting retail dego&iom the general public andvesting those deposits together with funds geadréom ongoin
operations and borrowings, primarily in (1) origioas and purchases of multi-family residentialgedies and, to a lesser extent, onéetar family
(focusing on mixedise properties, which are properties that contath besidential dwelling units and commercial ungad commercial real est
mortgage loans; (2) construction loans, primardy rfesidential properties; (3) Small Business Adstiation (“SBA”) loans and other small busin
loans; (4) mortgage loan surrogates such as matgagked securities; and (5) U.S. government sésjrcorporate fixethcome securities and ott
marketable securities. We also originate certaireotonsumer loans including overdraft lines oflitreOur results of operations depend primaril
net interest income, which is the difference betwtee income earned on its interest-earning assetthe cost of our interelearing liabilities. Ne
interest income is the result of our interest margin, which is the difference between the averngghl earned on interestrning assets and
average cost of interest-bearing liabilities, atjdsfor the difference in the average balance tdr@stearning assets as compared to the av
balance of interest-bearing liabilities. We alsmeyate norinterest income from loan fees, service chargesleposit accounts, mortgage servit
fees, and other fees, income earned on Bank Owifedrisurance (“BOLI"), dividends on Federal Homartk of New York (“FHLB-NY”) stock ani
net gains and losses on sales of securities and.I@ur operating expenses consist principallyngbleyee compensation and benefits, occupanc
equipment costs, other general and administratiperses and income tax expense. Our results oatipes also can be significantly affected by
periodic provision for loan losses and specificvision for losses on real estate owned.

Our strategy is to continue our focus on beingratitution serving consumers, businesses, and gmenttal units in our local markets. In furtherance
of this objective, we intend to:

« continue our emphasis on the origination of mudtiafly residential mortgage loans;

« continue our transition to a commercial bankingdiingon;

« increase our commitment to the multi-cultural mé#plece, with a particular focus on the Asian comityim Queens;
« maintain asset quality;

« manage deposit growth and maintain a low costed$uhrough

» business banking deposi
= municipal deposits through government banking,
= new customer relationships via iGObanking.®;

« cross sell to lending and deposit custom

« take advantage of market disruptions to attraentadnd customers from competitors;
« manage interest rate risk and capital; and

« manage enterpri-wide risk.

There can be no assurance that we will be abl&eotively implement this strategy. Our strateggigject to change by the Board of Directors.

Our investment policy, which is approved by the Bloaf Directors, is designed primarily to manage ifiterest rate sensitivity of our overall as
and liabilities, to generate a favorable returnhaitt incurring undue interest rate risk and cregit, to complement our lending activities an
provide and maintain liquidity. In establishing dnvestment strategies, we consider our businedgeowth strategies, the economic environment
interest rate risk exposure, our interest rateigeits “gap” position, the types of securities to be held arteiofactors. We classify our investm
securities as available for sale.

We carry a portion of our financial assets andrfoial liabilities at fair value and record changetheir fair value through earnings in non-intéres
income on our Consolidated Statements of IncomeCaordprehensive Income. A description of the finahassets and financial liabilities that are
carried at fair value through earnings can be faanridote 10 of the Notes to the Consolidated Firedrgtatements.

We saw continued improvement in non-performing &sses they decreased by $13.2 million during liheet months ended June 30, 2013. Chaftge-
for the second quarter of 2013 were primarily dusdles of delinquent loans and our continued et obtaining updated appraisals, and reco
charge-offs based on these up-to-date values assegpo adding to the allowance for loan losses.dNargeeffs in the second quarter were ¢
million. As a result, we do not carry n@erforming loans at more than 85% of their curagyraised value. This process has ensured thaaweker
pace with changing values in the real estate mailket average loan-to-value ratio for our rmarforming loans, based upon current appraisals
55.7% at the end of the quarter.
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Net loans increased $85.6 million during the secquodrter of 2013, as loan originations for the tpratotaled a record $251.7 million. Our I
pipeline at June 30, 2013 grew to $342.3 millioonir$211.4 million at December 31, 2012. Our lendilegartments continue to emphasize
relationship banking with our borrowers. Originasowere focused on mufi@mily and commercial business loans, which represe53% and 28¢
respectively, of loan originations during the setqguoarter of 2013. We generally obtain full bankietationships with these borrowers.

Our net interest margin for the second quarter @f32was 3.49%, a decrease of five basis points fiteenfirst quarter of 2013, excluding
prepayment penalty on borrowings incurred in thst fqguarter. While we saw a decrease in our fundivgfs of seven basis points for the que
excluding the prepayment penalty on borrowings \ileéd on interesearning assets decreased 15 basis points, exclpdipgyment penalty incot
on loans. In the current interest rate environmeedy loans and securities are added at rates wielbour portfolio average yield, and higher yiely
loans and securities are prepaid. We also cordinoiexperience higher than average activity imsogefinancing during the second quarter of 2
which further reduced the yield on our loan poitfol

Net income for the six months ended June 30, 2048 $16.4 million, an increase of $0.6 million, 08%, compared to $15.8 million for the
months ended June 30, 2012. Diluted earnings panam share were $0.54 for the six months ended 30n2013, an increase of $0.02, or 3.
from $0.52 for the six months ended June 30, 2012.

We recorded a provision for loan losses of $9.8ionilfor the six months ended June 30, 2013, whieb a decrease of $1.5 million from $11.0 mil
recorded in the six months ended June 30, 2012n®tine six months ended June 30, 2013, perierming loans decreased $16.0 million to $
million from $89.8 million at December 31, 2012.tNéhargeeffs for the six months ended June 30, 2013 tot&§@ million, or 52 basis points
average loans. The current loan-to-value ratioofar nonperforming loans collateralized by real estate Wa5% at June 30, 2013. When we |
obtained properties through foreclosure, we haentable to quickly sell the properties at amoumés approximate book value. We anticipate the
will continue to see low loss content in our loasrtfolio. The Bank continues to maintain consematunderwriting standards. As a result of
quarterly analysis of the allowance for loans Iessewas deemed necessary to record a $9.5 mifiionision for possible loan losses for the
months ended June 30, 2013. See “~ALLOWANCE FOR NQASSES.”

At June 30, 2013, the Bank continues to be welitaliped under regulatory requirements, with Cdrier 1 risk-based and Total risglased capiti
ratios of 9.62%, 14.36% and 15.43%, respectivefie Tompany is also subject to the same regulaégyirements. At June 30, 2013, the Compsny’
capital ratios for Core, Tier 1 risk-based and Tosk-based capital ratios were 9.76%, 14.58% Hné6%, respectively.

COMPARISON OF OPERATING RESULTS FOR THE THREE MONTH S ENDED JUNE 30, 2013 AND 2012

General. Net income for the three months ended June 3D3 2as $9.6 million, an increase of $1.0 million,1d.5%, compared to $8.6 million
the three months ended June 30, 2012. Dilutedregrmer common share were $0.32 for the three Imagnided June 30, 2013, an increase of §
or 14.0%, from $0.28 for the three months ende@ 3 2012.

Return on average equity was 8.8% for the threetinsoended June 30, 2013 compared to 8.1% for tiee thhonths ended June 30, 2012. Retu
average assets was 0.8% for both of the three mamtied June 30, 2013 and 2012.

Interest Income. Total interest and dividend income decreased 8#llion, or 7.5%, to $50.3 million for the threeomths ended June 30, 2013 fi
$54.4 million for the three months ended June 31,22 The decrease in interest income was attriteitmba 53 basis point decline in the yiel(
interestearning assets to 4.70% for the three months edded 30, 2013 from 5.23% in the comparable pri@r yeeriod combined with a $1:
million decrease in the average balance of totahdoto $3,189.4 million for the three months endede 30, 2013, from $3,204.1 million for
comparable prior year period. The 53 basis poauide in the yield of interesarning assets was primarily due to a 38 basist peduction in th
yield of the loan portfolio to 5.38% for the thmeenths ended June 30, 2013 from 5.76% for the tm@&hs ended June 30, 2012, combined with
basis point decline in the yield on total secusitie 2.85% for the three months ended June 30, 2#0&83.58% for the comparable prior year pel
In addition, the yield of interestarning assets was negatively impacted by a $1dlidrmdecrease in the average balance of the higtedding loar
portfolio for the three months ended June 30, 2iBa $116.1 million increase in the average loalarfi the lower yielding securities portfolio fdre
three months ended June 30, 2013. The 38 basis ¢inease in the yield of the loan portfolio waisnarily due to a decline in the rates earne
new loan originations, partially offset by an irese in prepayment penalty income during the threeths ended June 30, 2013 compared to the
months ended June 30, 2012. The 73 basis poineasein the yield of the securities portfolio waisnprily due to the purchase of new securitie
lower yields than the existing portfolio. The yiedn the mortgage loan portfolio, excluding prepaypitrpenalty income, decreased 39 basis poil
5.33% for the three months ended June 30, 2013 %@&P for the three months ended June 30, 2012.
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Interest Expense. Interest expense decreased $3.1 million, or 19t8%13.0 million for the three months ended J80£2013 from $16.1 million fi
the three months ended June 30, 2012. The dechedsterest expense was due to the reduction inctig of interesbearing liabilities, whic
decreased 35 basis points to 1.34% for the thregthmeended June 30, 2013 from 1.69% for the corbparaior year period, partially offset by
$88.0 million increase in the average balance @fr@stbearing liabilities to $3,894.3 million for the #& months ended June 30, 2013 from $3,¢
million for the comparable prior year period. T3febasis point decrease in the cost of intdoestiring liabilities was primarily attributable toet Banl
reducing the rates it pays on its deposit prodac$ a shifting of deposit concentrations, as higiusting certificates of deposits average bal
decreased $282.1 million to $1,144.0 million, wHidever costing core deposits average balance isetk&250.7 million to $1,798.5 million for 1
three months ended June 30, 2013. Additionally,abst of borrowed funds decreased 81 basis pwir?s19% for the three months ended Jun:
2013 from 3.00% for the comparable prior year peridhe decrease in the cost of borrowed fundspsiazarily due to maturing and new borrowil
being replaced and obtained at lower rates. Tkeafocertificates of deposit, money market acceusavings accounts and NOW accounts decr
21 basis points, six basis points, one basis poidtseven basis points, respectively, for the thmeaths ended June 30, 2013 from the compe
prior year period. This resulted in a decreasthéncost of due to depositors of 27 basis pointk 16% for the three months ended June 30, 2013
1.37% for the three months ended June 30, 2012.

Net I nterest Income. For the three months ended June 30, 2013, regesttincome was $37.3 million, a decrease of 8illibn, or 2.6%, from $38.
million for the three months ended June 30, 201 decrease in net interest income was attributabdée 18 basis point decrease in theintetres
spread to 3.36% for the three months ended Jun2@ from 3.54% for the three months ended Jun€B02, partially offset by the effect of
increase of $120.8 million in the average balarfdaterestearning assets to $4,276.8 million for the threentn® ended June 30, 2013 from $4,1
million for the comparable prior year period. Tyield on interesearning assets decreased 53 basis points to 4 Gi0#ef three months ended J
30, 2013 from 5.23% for the three months ended 30n&012, while the cost of funds decreased 35 Ipants to 1.34% for the three months er
June 30, 2013 from 1.69% for the comparable préaryperiod. The net interest margin decreased 48 paints to 3.49% for the three months el
June 30, 2013 from 3.68% for the three months erlded 30, 2012. Excluding prepayment penalty incaime net interest margin would hi
decreased 24 basis points to 3.35% for the threghmaended June 30, 2013 from 3.59% for the threatins ended June 30, 2012.

Provision for Loan Losses. A provision for loan losses of $3.5 million was oeded for the three months ended June 30, 201 hwhas a decrea
of $1.5 million, or 30.0%, from that recorded fbetthree months ended June 30, 2012. During tee thonths ended June 30, 2013, performing
loans decreased $14.1 million to $73.9 million fr$§88.0 million at March 31, 2013. Net chargfés for the three months ended June 30, 2013ei
$2.2 million, or 27 basis points of average lodree current loan-to-value ratio for our nparforming loans collateralized by real estate 8&3% a
June 30, 2013. When we have obtained propertiesighr foreclosure, we have been able to quickly tbellproperties at amounts that approxir
book value. We anticipate that we will continuesée low loss content in our loan portfolio. The Baontinues to maintain conservative underwri
standards. As a result of the quarterly analysihefallowance for loans losses, it was deemedssacg to record a $3.5 million provision for pos
loan losses for the three months ended June 3@, 8k “-ALLOWANCE FOR LOAN LOSSES.”

Non-Interest Income. Non4dinterest income for the three months ended Jun@@8 was $2.2 million, an increase of $1.1 millfoom $1.1 millior
for the three months ended June 30, 2012. Thedserin nornAterest income was primarily due to $0.3 millioecdease in net losses from fair v
adjustments and $0.3 million decrease in OTTI chsurgcorded on private issue collateralized moggagigations (“CMO”)during the three mont
ended June 30, 2013 compared to the three montiesielune 30, 2012. Additionally, increases wees s bank owned life insurance (“BOLI&NC
loan fee income of $0.2 million each as comparettiéathree months ended June 30, 2012.
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Non-I nterest Expense. Non-nterest expense was $20.2 million for the threatim® ended June 30, 2013, the same as that redomde three montl
ended June 30, 2012. An increase in salaries anefiteexpense of $0.5 million for the three mongimsled June 30, 2013 compared to the
months ended June 30, 2012 was offset by decredsg®3 million and $0.2 million in FDIC insuranexpense and real estate owned/foreclc
expense, respectively. The efficiency ratio wag4®for the three months ended June 30, 2013 compar49.0% for the three months ended Jun
2012.

Income before Income Taxes. Income before the provision for income taxes inseela$1.6 million, or 11.5%, to $15.8 million foretthree montt
ended June 30, 2013 from $14.2 million for theehmenths ended June 30, 2012 for the reasons databove.

Provision for Income Taxes. Income tax expense increased $0.6 million to $6IRom for the three months ended June 30, 201&ff&5.5 millior
for the three months ended June 30, 2012. Theteffemx rate was 39.0% in both three months erdded 30, 2013 and 2012.

COMPARISON OF OPERATING RESULTS FOR THE SIX MONTHS ENDED JUNE 30, 2013 AND 2012

General. Net income for the six months ended June 30, 20483%16.4 million, an increase of $0.6 million, ®%, compared to $15.8 million for
six months ended June 30, 2012. Diluted earnings@amon share were $0.54 for the six months edded 30, 2013, an increase of $0.02, or 4
from $0.52 for the six months ended June 30, 2012.

Return on average equity was 7.5% for both of theronths ended June 30, 2013 and 2012. Returrverage assets was 0.7% for both of the
months ended June 30, 2013 and 2012.

Interest Income. Total interest and dividend income decreased &8libn, or 7.7%, to $100.4 million for the six mths ended June 30, 2013 fr
$108.8 million for the six months ended June 30,20The decrease in interest income was attribeittbla 54 basis point decline in the yielt
interestearning assets to 4.76% for the six months ended 30, 2013 from 5.30% in the comparable prior yeafod. The decrease in the yield "
partially offset by a $107.0 million increase iretaverage balance of interestrning assets to $4,216.2 million for the six rhergnded June 30, 2(
from $4,109.1 million for the comparable prior ygeariod. The 54 basis point decline in the yieldmérestearning assets was primarily due to i
basis point reduction in the yield of the loan fmit to 5.38% for the six months ended June 3@,3flom 5.79% for the six months ended Jun
2012, combined with a 73 basis point decline inyhedd on total securities to 2.96% for the six riwnended June 30, 2013 from 3.69% foi
comparable prior year period. In addition, the ¢ief interestearning assets was negatively impacted by a $10i®nrdecrease in the average bale
of the higher yielding loan portfolio for the sixamths ended June 30, 2013 and a $111.3 milliore&ss in the average balance of the lower yie
securities portfolio for the six months ended J88e2013. The 41 basis point decrease in the wiktte loan portfolio was primarily due to a dee
in the rates earned on new loan originations. Thbasis point decrease in the yield of the seegrjpiortfolio was primarily due to the purchase ef
securities at lower yields than the existing pdiafoThe yield on the mortgage loan portfolio dexged 38 basis points to 5.52% for the six mc
ended June 30, 2013 from 5.90% for the six montite@ June 30, 2012. The yield on the mortgage jpmatiolio, excluding prepayment pene
income, decreased 41 basis points to 5.35% fositheonths ended June 30, 2013 from 5.76% forithmenths ended June 30, 2012.

Interest Expense. Interest expense decreased $4.2 million, or 5t6%28.9 million for the six months ended JuneZL3 from $33.2 million for tt
six months ended June 30, 2012. The decreaseeire#titexpense was due to the reduction in theofasterestbearing liabilities, which decreased
basis points to 1.51% for the six months ended 3013 from 1.76% for the comparable prior y@eriod and a shifting of deposit concentrati
as higher costing certificates of deposits avelaglance decreased $274.9 million to $1,185.3 milliwhile lower costing core deposits avel
balance increased $175.0 million to $1,706.3 millior the six months ended June 30, 2013. Thead&slpoint decrease in the cost of intelestring
liabilities was primarily attributable to the Bardducing the rates it pays on its deposit prodactsa reduction in the cost of borrowed funds. i
of certificates of deposit, money market accousesjngs accounts and NOW accounts decreased 23gdmasts, 13 basis points, five basis points
11 basis points, respectively, for the six monthdegl June 30, 2013 from the comparable prior yedog. This resulted in a decrease in the cc
due to depositors of 28 basis points to 1.13%Hergix months ended June 30, 2013 from 1.41% fosih months ended June 30, 2012. The cc
borrowed funds decreased 50 basis points to 2. 08% ¢ six months ended June 30, 2013 from 3.28%héosix months ended June 30, 2012 wit!
average balance increasing $171.3 million to $9@dilon for the six months ended June 30, 2013fi$i733.3 million for the six months ended J
30, 2012. The decline in the cost of borrowed fuwds primarily due to the prepayment of $68.5 millin FHLBNY advances during the first qual
of 2013 at an average cost of 3.21% which was sghddo mature in 2014 and replacing those borrgwiwith new longerm advances costi
0.75%, partially offset by a $2.6 million prepayrmeenalty incurred on the transaction.
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Net Interest Income . For the six months ended June 30, 2013, neteisitincome was $71.4 million, a decrease of $4llom or 5.5%, from $75.
million for the six months ended June 30, 2012. @kerease in net interest income was attributable 29 basis point decrease in the intres
spread to 3.25% for the six months ended June@®IB ffom 3.54% for the six months ended June 3022partially offset by the effect of an incre
of $107.0 million in the average balance of inteeggning assets to $4,216.2 million for the six rhergnded June 30, 2013 from $4,109.1 milliol
the comparable prior year period. The yield oeri@stearning assets decreased 54 basis points to 4 ai68tef six months ended June 30, 2013
5.30% for the six months ended June 30, 2012 wthdecost of funds decreased 25 basis points tdd 61 the six months ended June 30, 2013
1.76% for the comparable prior year period. Theimtrest margin decreased 29 basis points to 3f8@%me six months ended June 30, 2013
3.68% for the six months ended June 30, 2012. Bkuduprepayment penalty income on loans and prepaypenalties on borrowings, the net inte
margin would have decreased 19 basis points t&889 the six months ended June 30, 2013 from 3.&8%he six months ended June 30, 2012.

Provision for Loan Losses. A provision for loan losses of $9.5 million wasorded for the six months ended June 30, 2013halias a decrease
$1.5 million from $11.0 million recorded for thexsinonths ended June 30, 2012. During the six moatised June 30, 2013, npefforming loan
decreased $16.0 million to $73.9 million from $8&Blion at December 31, 2012. Net chamgjfés for the six months ended June 30, 2013 toté:¢
million, or 52 basis points of average loans. Theent loan-to-value ratio for our ngrerforming loans collateralized by real estate 8&3% at Jur
30, 2013. When we have obtained properties thrdagdtlosure, we have been able to quickly sellgraperties at amounts that approximate |
value. We anticipate that we will continue to sew lloss content in our loan portfolio. The Bank tomes to maintain conservative underwri
standards. As a result of the quarterly analysihefallowance for loans losses, it was deemedssacg to record a $9.5 million provision for pos
loan losses for the six months ended June 30, 2848 -ALLOWANCE FOR LOAN LOSSES.”

Non-Interest Income. Non4nterest income for the six months ended June @03 2vas $7.5 million, an increase of $4.6 milliooni $3.0 million fo
the six months ended June 30, 2012. The increaseri-interest income was primarily due to the $8ilion gain from the sale of mortgadpcke«
securities during the three months ended March 28,3 as part of a balance sheet restructuring ssusied above undeBdlance She
Restructuring”. Norinterest income also improved due to a $0.6 mildecrease in net losses from fair value adjustmemds$0.3 million decrease
OTTI charges recorded on private issue CMOs dutireg six months ended June 30, 2013 compared tasithenonths ended June 30, 2(
Additionally, increases were seen in BOLI and lé@mincome of $0.3 million each as compared tastkenonths ended June 30, 2012.

Non-Interest Expense. Non-interest expense was $42.6 million for the six rhergnded June 30, 2013, an increase of $0.9 milio2.1%, fron
$41.8 million for the six months ended June 30,200he increase was primarily due to an increas®lof million in salaries and benefits expe
primarily due to annual salary increases and irsg@gension and other postretirement expense.idrsase was partially offset by decreases of
million and $0.2 million in FDIC insurance experesed real estate owned/foreclosure expense, regelyctirhe efficiency ratio was 53.2% for
three months ended June 30, 2013 compared to Sbr2¥te six months ended June 30, 2012.

Income before Income Taxes . Income before the provision for income taxes inseela$1.0 million, or 3.9%, to $26.9 million for tls&x month
ended June 30, 2013 from $25.8 million for thersbnths ended June 30, 2012 for the reasons distabsee.

Provision for Income Taxes. Income tax expense increased $0.4 million to $itilBon for the six months ended June 30, 2013 fi%&t0.1 millior
for the six months ended June 30, 2012. The éffetax rate was 39.0% in both six months ende@ B 2013 and 2012.
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Assets.  Total assets at June 30, 2013 were $4,599.2 miltinrincrease of $147.8 million, or 3.3%, from $4,4+ million at December 31, 2012. T¢
loans, net increased $52.7 million during the sbnths ended June 30, 2013 to $3,255.7 million f&3203.0 million at December 31, 2012. L
originations and purchases were $373.1 milliontfar six months ended June 30, 2013, an increa$8®¥ million from $282.3 million for the ¢
months ended June 30, 2012. During the six momided June 30, 2013, we continued to focus on tlggnation of multifamily properties ar
business loans with a full relationship. Loan aggtlons in process have continued to remain stratgling $342.3 million at June 30, 2013 comp
to $211.4 million at December 31, 2012 and $277lBom at June 30, 2012.

The following table shows loan originations andgtases for the periods indicated:

For the three months For the six months
ended June 3l ended June 3l

(In thousands 2013 2012 2013 2012
Multi -family residentia $ 13229 $ 79,85( $ 17521 $ 141,75
Commercial real esta(1) 31,61 16,38¢ 38,59¢ 19,81:
One-to-four family — mixec-use propert 7,344 5,36¢ 11,73¢ 10,48!
One-to-four family — residentia 6,38( 4,88¢ 12,89( 10,69+
Cc-operative apartmen 1,69 1,62¢ 3,762 1,62¢
Constructior 1,78¢ 57C 1,78¢ 57C
Small Business Administratic 21C 67 37¢ 33¢
Taxi Medallion(2) - - - 3,46/
Commercial business and ott 70,36 54,96¢ 128,70: 93,60!
Total $ 25168:. $ 163,72. $ 373,06( $ 28233

(1) Includes purchases of $0.5 million for the six nien¢énded June 30, 20!
(2) Includes purchases of $3.5 million for the six nisnénded June 30, 20!

The Bank continues to maintain conservative undéngrstandards that include, among other thingeaa-tovalue ratio of 75% or less and a ¢
coverage ratio of at least 125%. Multi-family resitial, commercial real estate and one-to-four famixed-use property mortgage loans origin:
during the three months ended June 30, 2013 hasterage loan-to-value ratio of 36.1% and an avedatye coverage ratio of 326%.

The Bank’s norperforming assets totaled $80.8 million at June281,3, a decrease of $17.7 million from $98.5 wiillat December 31, 2012. Tc¢
nonperforming assets as a percentage of total assrts W76% at June 30, 2013 and 2.21% at Decembe032. The ratio of allowance for Ic
losses to total non-performing loans was 43.8%uaée B0, 2013 and 34.6% at December 31, 2012. —-SEROUBLED DEBT RESTRUCUTURE
AND NON-PERFORMING ASSETS.”

During the six months ended June 30, 2013, mort@yagked securities increased $62.3 million, or 8.74$782.4 million from $720.1 million
December 31, 2012. The increase in mortdgaaeked securities during the six months ended 3002013 was primarily due to purchases of $Z
million, partially offset by sales and repayments$68.5 million and $74.2 million, respectively. fing the six months ended June 30, 2013, «
securities increased $28.9 million, or 12.6%, t6&3 million from $229.5 million at December 31,120 The increase in other securities during th
months ended June 30, 2013 was primarily due tchases of $66.2 million, partially offset by $3@dlion in calls. Other securities primarily cort
of securities issued by government agencies, motuabdnd funds that invest in government and gawemt agency securities and corporate bonds.

Liabilities. Total liabilities were $4,176.5 million at June 3M13, an increase of $167.4 million, or 4.2%, fr§#009.1 million at December :
2012. During the six months ended June 30, 2018 tadepositors increased $47.1 million, or 1.6843,029.7 million as a result of a $135.2 mil
increase in core deposits partially offset by a8.$8nillion decrease in certificates of depositri@aed funds increased $110.8 million during the
months ended June 30, 2013. The increase in beddunds was primarily due to net increases of $®8llion in long term borrowings and $3:
million in short-term borrowings.
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Equity. Total stockholdersequity decreased $19.6 million, or 4.4%, to $428illion at June 30, 2013 from $442.4 million at [Batber 31, 201
Stockholdersequity decreased primarily due to a decrease impcehnensive income of $19.2 million primarily dueat@ecline in the market value
the securities portfolio, the purchase of 806,08&ras of treasury stock at a cost of $12.6 milkon the declaration and payment of a divider
$0.26 per common share totaling $7.9 million, @élstioffset by net income of $16.4 million and $IMllion due to the issuance of shares from
annual funding of certain employee retirement pkiangugh the release of common shares from the &meplBenefit Trust. In addition, the exercis
stock options increased stockholdegguity by $0.3 million, including the income taxriedit realized. Book value per common share wasGiL4
June 30, 2013 compared to $14.39 at December 32, A&ngible book value per common share was $1& 92ne 30, 2013 compared to $13.¢
December 31, 2012.

During the three months ended June 30, 2013, thep@ny completed the common stock repurchase protratnwas approved by the Company’
Board of Directors on September 20, 2011. On May2P2 3, the Company announced the authorizatiothéyBoard of Directors of a new comn
stock repurchase program which authorizes the psebf up to 1,000,000 shares of its common stdeking the six months ended June 30, 201:
Company repurchased 806,092 shares of the Congaagimon stock at an average cost of $15.64 pee.shtJune 30, 2013, 579,870 shares re
to be repurchased under the current stock repueghiagram. The repurchase program does not haeapration date or a maximum dollar amc
that may be paid to repurchase the common sh&tesk repurchases under this program will be maala time to time, on the open market o
privately negotiated transactions, at the discretibthe management of the Company.

Cash flow. During the six months ended June 30, 2013, fipmdgided by the Company's operating activities amted to $40.5 million. These fur
combined with $142.0 million provided by financiagtivities were utilized to fund net investing aittes of $180.7 million. The Company's prim
business objective is the origination and purclasene-to-four family (including mixed-use propes), multifamily residential and commercial r
estate mortgage loans and commercial, businessSBAdloans. During the six months ended June 3032@1e net total of loan originations ¢
purchases less loan repayments and sales was ®#iba®. During the six months ended June 30, 2Gh8, Company also funded $303.7 milliot
purchases of securities available for sale. Duttiregsix months ended June 30, 2013, funds wengda® by a net increase of $69.9 million and $
million in long-term and shotierm borrowed funds, respectively. Additionallunéls were provided by $182.5 million in proceedsrirmaturities
sales, calls and prepayments of securities availfdsl sale and $54.8 million from a net increaseeposits. The Company also used funds of
million and $13.4 million for dividend payments apdrchases of treasury stock, respectively, dutiegsix months ended June 30, 2013.

INTEREST RATE RISK

The Consolidated Statements of Financial Positenretbeen prepared in accordance with generallypgéateccounting principles in the United St

of America, which require the measurement of finangosition and operating results in terms of dvistal dollars without considering the change
fair value of certain investments due to changesterest rates. Generally, the fair value of ficial investments such as loans and securitietube:
inversely with changes in interest rates. As alltefncreases in interest rates could result iorel@ses in the fair value of the Company’s interest
earning assets which could adversely affect the @2my's results of operation if such assets were soldjnothe case of securities classifiec
available-for-sale, decreases in the Company’kktaders’ equity, if such securities were retained.

The Company manages the mix of interest-earningtsissid interedtearing liabilities on a continuous basis to maxemieturn and adjust its expos
to interest rate risk. On a quarterly basis, mamege prepares the “Earnings and Economic Exposu@hainges in Interest Ratefport for review b
the Board of Directors, as summarized below. Taport quantifies the potential changes in net @geincome and net portfolio value should inte
rates go up or down 200 basis points (shockedyramg the yield curves of the rate shocks wilpbeallel to each other. Net portfolio value is def
as the market value of assets net of the markeewva liabilities. The market value of assets dabilities is determined using a discounted castv
calculation. The net portfolio value ratio is theio of the net portfolio value to the market valfeassets. All changes in income and value
measured as percentage changes from the projeetédterest income and net portfolio value at theebinterest rate scenario. The base intere:
scenario assumes interest rates at June 30, 2@tRw¥ estimates regarding prepayment assumptiensade at each level of rate shock. Howt
prepayment penalty income is excluded from thidyaie Actual results could differ significantlyoim these estimates. At June 30, 2013, the Con
was within the guidelines set forth by the Boardétctors for each interest rate level.
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The following table presents the Company’s interatd shock as of June 30, 2013:

Projected Percentage Chang
Net Interest ~ Net Portfolio Net Portfolic

Change in Interest Ra Income Value Value Ratic
-200 Basis point -1.81% 17.9% 14.4%
-100 Basis point 0.4C 11.62 13.92
Base interest raf 0.0cC 0.0cC 12.8¢
+100 Basis point -4.3€ -16.9¢ 11.1C
+200 Basis point -9.41 -33.6¢ 9.21

-51-




PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Management's Discussion and Analysis of
Financial Condition and Results of Operations
AVERAGE BALANCES

Net interest income represents the difference bEtwecome on intere-earning assets and expense on intdseating liabilities. Net interest incol
depends upon the relative amount of interest-egragsets and interelseéaring liabilities and the interest rate earnegaid on them. The followir
table sets forth certain information relating te tiompanys Consolidated Statements of Financial Conditioth @onsolidated Statements of Incc
for the three months ended June 30, 2013 and 20itxeflects the average yield on assets and aversy of liabilities for the periods indicateducg
yields and costs are derived by dividing incomexpense by the average balance of assets ortiiediliespectively, for the periods shown. Ave
balances are derived from average daily balandesyields include amortization of fees which arasidered adjustments to yields.

For the three months ended June

2013 2012
Average Yield/ Average Yield/
Balance Interest Cost Balance Interest Cost
Assets
Interes-earning asset:
Mortgage loans, net (: $ 2,883,201 39,81¢ 5.52% $2,910,02: 42,54 5.85%
Other loans, net (1) 306,20 3,04¢ 3.9¢ 294,03: 3,58 4.8i
Total loans, net 3,189,40: 42,86 5.3¢ 3,204,05! 46,12: 5.7¢
Mortgage-backed securitie 794,23 5,86¢ 2.9¢ 713,58¢ 6,87¢ 3.8F
Other securitie 243,98 1,542 2.5 208,54« 1,37¢ 2.64
Total securities 1,038,211 7,41( 2.85 922,13: 8,25( 3.5¢
Interes-earning deposits arfederal funds sol 49,21¢ 24 0.2C 29,81t 11 0.1t
Total interest-earning assets 4,276,83: 50,29¢ 4.7C 4,156,00: 54,38 5.2z
Other assets 260,41 242 51¢
Total assets $ 4,537,24! $ 4,398,52
Liabilities and Equity
Interes-bearing liabilities:
Deposits:
Savings account $ 276,57( 12¢ 0.1¢ $ 330,57: 16¢€ 0.2C
NOW accountt 1,337,47 1,78¢ 0.54 1,035,24! 1,58¢ 0.61
Money market accoun 184,42: 73 0.1€ 181,94( 101 0.2z
Certificate of deposit accounts 1,143,99; 6,09t 2.1< 1,426,13: 8,36( 2.3L
Total due to depositol 2,942 ,46. 8,08t 1.1C 2,973,89 10,21¢ 1.37
Mortgagors' escrow accounts 55,79¢ 8 0.0€ 49,63( 7 0.0¢
Total deposit: 2,998,25! 8,09: 1.0¢ 3,023,52 10,22¢ 1.3¢
Borrowed funds 896,02! 4,90¢€ 2.1¢ 782,74« 5,87: 3.0C
Total interest-bearing liabilities 3,894,28: 12,99¢ 1.34 3,806,271 16,09° 1.6¢
Non interes-bearing deposit 164,32 132,56¢
Other liabilities 40,527 34,80:
Total liabilities 4,099,13 3,973,64.
Equity 438,10¢ 424,88(
Total liabilities and equit' $ 4,537,24! $ 4,398,52
Net interest income net interest rate spre. $ 37,29¢ 3.3% $ 38,287 3.54%
Net interes-earning assets / net interest margin $ 382,55: 3.4% $ 349,73 3.68%
Ratio of interest-earning assets to interest-bgdiatilities 1.1CX 1.0¢ X

(1) Loan interest income includes net amortization efeded fees and costs, late charges, and prepayrepalties of approximately $1.1 milli
and $0.7 million for the three months ended June8@3 and 2012, respective
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The following table sets forth certain informatioelating to the Compang’ Consolidated Statements of Financial Conditiod &wonsolidate
Statements of Income for the six months ended 30n2013 and 2012, and reflects the average yieldssets and average cost of liabilities fo
periods indicated. Such yields and costs are dériby dividing income or expense by the averageriza of assets or liabilities, respectively, fa
periods shown. Average balances are derived figerage daily balances. The yields include amditineof fees which are considered adjustmer
yields.

For the six months ended June

2013 2012
Average Yield/ Average Yield/
Balance Interest Cost Balance Interest Cost
Assets
Interes-earning asset:
Mortgage loans, net (: $2,882,61 79,56 5.52% $ 2,908,42. 85,73¢ 5.9(%
Other loans, net (1 305,45¢ 6,23¢ 4.0¢€ 290,58 6,94t 4.7¢
Total loans, net 3,188,07. 85,80 5.3¢ 3,199,01 92,68! 5.7¢
Mortgagebacked securitie 751,84: 11,58¢ 3.0¢ 710,08: 13,88’ 3.91
Other securities 232,14¢ 2,95( 2.54 162,65 2,201 2.71
Total securitie: 983,98¢ 14,53¢ 2.9¢ 872,73: 16,08¢ 3.6¢
Interest-earning deposits and federal funds sold 44,12 41 0.1¢ 37,39: 28 0.1f
Total interes-earning assel 4,216,18. 100,38: 4.7¢ 4,109,13 108,79¢ 5.3(
Other assets 266,07¢ 238,78
Total assets $ 4,482,26. $ 4,347,92.
Liabilities and Equity
Interes-bearing liabilities;
Deposits:
Savings accouni $ 280,75: 2625 0.1¢ 334,81t 39¢ 0.24
NOW accountt 1,261,54. 3,371 0.5 1,008,01i 3,23¢ 0.64
Money market accoun 164,02° 127 0.1t 188,52: 26E 0.2¢
Certificate of deposit accour 1,185,28. 12,60¢ 2.1¢ 1,460,141 17,21 2.3€
Total due to depositol 2,891,60! 16,36 1.1¢ 2,991,49 21,11° 1.41
Mortgagors' escrow accounts 49,00¢ 17 0.07 43,93¢ 18 0.0¢
Total deposit: 2,940,61! 16,38¢ 1.11 3,035,42 21,13t 1.3¢
Borrowed funds 904,61+ 12,55¢ 2.7¢ 733,33: 12,03 3.2¢
Total interest-bearing liabilities 3,845,22. 28,93¢ 1.51 3,768,75i 33,16% 1.7€
Non interes-bearing deposit 156,38¢ 122,52¢
Other liabilities 40,88: 34,45¢
Total liabilities 4,042,49: 3,925,74.
Equity 439,77( 422,18:
Total liabilities and equity $ 4,482,26. $4,347,92.
Net interest incomenet interest rate spread $ 71,44 3.25% $ 7563 3.5/%
Net interes-earning assets / net interest margin $ 370,96( 3.3% $ 340,37¢ 3.66%
Ratio of interest-earning assets to interest-bgdiatilities 1.1CX 1.0¢ X

(1) Loan interest income includes net amortization eéfeded fees and costs, late charges, and prepayrapalties of approximately $1.8 milli
and $1.3 million for the six months ended June2®d,3 and 2012, respective
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The following table sets forth the Company’s loaiginations (including the net effect of refinangjrand the changes in the Companpbrtfolio o
loans, including purchases, sales and principalatahs for the periods indicated.

For the six months ended June
(In thousands 2013 2012

Mortgage Loans

At beginning of perioc $ 290688 $ 2,939,01
Mortgage loans originate:
Multi-family residentia 175,21° 141,75:
Commercial real esta 38,14¢ 19,81:
One-to-four family — mixec-use property 11,73¢ 10,48:
One-to-four family — residentia 12,89( 10,69
Cao-operative apartmen 3,762 1,62¢
Constructior 1,78¢ 57C
Total mortgage loans originated 243,53 184,93
Mortgage loans purchase
Commercial Loans Purchased 452 -
Total mortgage loans Purchased 452 -
Less:
Principal and other reductiol 185,61: 178,14°
Sales 9,74¢ 15,70¢
At end of period $ 295551 $ 2,930,09:

Commercial Business and Other Loan:

At beginning of perioc $ 314,49: $ 274,98:
Other loans originatec
Small business administratis 37¢ 33¢
Taxi Medallion - 8
Commercial busines 125,48¢ 91,80¢
Other 3,217 1,79¢
Total other loans originated 129,07¢ 93,94
Other loans purchase
Taxi Medallion - 3,45¢
Total other loans purchas - 3,45¢
Less:
Principal and other reductiol 122,99° 79,50¢
Sales and loans transferred to available for - 1,37¢
At end of period $ 320,57¢ $ 291,49:
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TROUBLED DEBT RESTRUCUTURED AND NON -PERFORMING ASSETS

Management continues to adhere to the Bank’s ceatee underwriting standards. The majority of Benk’s nonperforming loans are collateraliz
by residential income producing properties that@reupied, thereby retaining more of their valud aeducing the potential loss. The Bank tak
proactive approach to managing delinquent loansludting conducting site examinations and encouggddorrowers to meet with a Be
representative. The Bank has been developing stiontpayment plans that enable certain borrowebsitg their loans current. The Bank review:
delinguencies on a loan by loan basis and confineaplores ways to help borrowers meet their a@ilans and return them back to current statu
times, the Bank may restructure a loan to enalflereower to continue making payments when it isnaee: to be in the best lorigem interest of th
Bank. This restructure may include making concessito the borrower that the Bank would not makehim normal course of business, suc
reducing the interest rate until the next resee dextending the amortization period thereby lomghe monthly payments, or changing the lo¢
interest only payments for a limited time period.ténes, certain problem loans have been restradtby combining more than one of these opt
The Bank believes that restructuring these loarthign manner will allow certain borrowers to becoara remain current on their loans. The E
classifies these loans as TDR. Loans which have bagent for six consecutive months at the timeythre restructured as TDR remain on ac
status. Loans which were delinquent at the timg #re restructured as a TDR are placed onasumual status until they have made timely payn
for six consecutive months. Loans that are restredtas TDR but are not performing in accordandh thie restructured terms are excluded fron
TDR table below, as they are placed on non-acata&ls and reported as non-performing loans.

The following table shows loans classified as TD& fare performing according to their restructuegchs at the periods indicated:

June 30 March 31, December 3:

(In thousands 2013 2013 2012
Accrual Status:
Multi -family residentia $ 282z $ 281¢ $ 2,34¢
Commercial real esta 3,791 3,81( 3,26:
One-to-four family - mixec-use property 2,317 2,32¢ 2,33¢
One-to-four family - residentia 36¢ 371 374
Construction loan 1,612 2,83 3,50(
Commercial business and ott 4,402 4,43¢ 3,84¢
Total 15,32( 16,59: 15,67:
Non-accrual status:
Commercial real esta 4,04 3,571 3,87
One-to-four family - mixed-use property 38€ -
Total 4,431 3,571 3,872
Total performing troubled debt restructured $ 19,75 $ 20,161 $ 19,54«

During the six months ended June 30, 2013, sixddataling $2.6 million were restructured and dfeexs as TDR.

Interest income on loans is recognized on the atdrasis. The accrual of income on loans is dissaatl when certain factors, such as contra
delinquency of 90 days or more, indicate reasondolét as to the timely collectability of such ino®. Additionally, uncollected interest previot
recognized on non-accrual loans is reversed fragarést income at the time the loan is placed oratmnual status.Loans in default 90 days or mu
as to their maturity date but not their paymentstionie to accrue interest as long as the borroaetirtues to remit monthly payments.
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The following table shows non-performing assethatperiods indicated:

June 30, March 31, December 3:

(In thousands 2013 2013 2012
Loans 90 days or more past duand still accruing:
Multi-family residentia $ - $ 1,07: $ -
One-to-four family - residentia 15 - -
Cc-operative apartmen - 10z -
Constructior - - -
Commercial business and other 55¢ 602 644
Total 572 1,77¢ 644
Non-accrual loans:
Multi-family residentia 19,27: 21,26: 16,48¢
Commercial real esta 12,67¢ 14,55« 15,64(
One-to-four family - mixec-use propert 11,27: 16,02¢ 18,28(
One-to-four family - residentia 12,15¢ 13,68¢ 13,72¢
Cc-operative apartmen 16C 16C 234
Constructior 7,32¢ 7,39¢ 7,69t
Small business administratis 44kE 45§ 282
Commercial business and ott 9,99¢ 12,64( 16,86(
Total 73,30¢ 86,18 89,20
Total non-performing loans 73,88: 87,96: 89,84¢
Other non-performing assets:
Real estate acquired through foreclos 2,591 2,18¢ 5,27¢
Investment securities 4,301 3,80/ 3,332
Total 6,892 5,99: 8,61(
Total non-performing assets $ 80,77« $ 9395 $ 98,45¢

Included in noraccrual loans were four loans totaling $10.1 milliive loans totaling $10.5 million and seven Isaotaling $11.1 million which we
restructured as TDR which were not performing inordance with their restructured terms at June28@3, March 31, 2013 and December 31, 2
respectively.

The Bank’s norperforming assets totaled $80.8 million at June 21,3, a decrease of $13.2 million from $94.0 williat March 31, 2013 anc
decrease of $17.7 million from $98.5 million at Beter 31, 2012. Total ngrerforming assets as a percentage of total assees W76% at June !
2013, 2.09% at March 31, 2013 and 2.21% at Decer®beR012. The ratio of allowance for loan lossesotal nonperforming loans was 43.8%
June 30, 2013, 35.3% at March 31, 2013 and 34.@®@&e¢mber 31, 2012.

The Bank’s norperforming loans totaled $73.9 million at June 3013, a decrease of $14.1 million from $88.0 millat March 31, 2013 anc
decrease of $16.0 million from $89.8 million at Betber 31, 2012. During the three months ended 30n2013, 28 loans totaling $7.0 million w
added to nomperforming loans, 16 loans totaling $3.8 millionrevgeturned to performing status, six loans totafi.2 million were paid in full, &
loans totaling $10.2 million were sold, three lototaling $2.1 million were transferred to othealrestate owned, two loans totaling $0.9 milliorre
modified as TDR and charge-offs of $1.5 million weecorded on non-performing loans that were perfierming at the beginning of the sec
quarter of 2013.

Nor-performing investment securities include two podiedst preferred securities for which we are naeréing payments. At June 30, 2013, tt
investment securities had a combined amortizedarwbimarket value of $8.3 million and $4.3 millioespectively.

-56-




PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Management's Discussion and Analysis of
Financial Condition and Results of Operations

The following table shows our delinquent loans the less than 90 days past due still accruingesteand considered performing at the pel
indicated:

June 30, 201 December 31, 201
60- 89 30-59 60- 89 30-59
days days days days
(In thousands

Multi -family residentia $ 1,73¢ $ 17,22: % 48271 $  24,05¢
Commercial real esta 68¢€ 6,69: 3,622 9,76¢
One-to-four family - mixec-use propert 2,49¢ 19,34+ 3,36¢ 21,01:
One-to-four family - residentia 1,56¢ 3,35¢ 1,88¢ 3,407
Cc-operative apartmen - - - -
Construction loan - - - 2,462
Small Business Administratic - 114 - 404
Taxi medallion - - -
Commercial business and other 501 1 6 2
Total delinquent loans $ 6,98 $ 46,72¢ $ 13,70¢ $ 61,11(

CRITICIZED AND CLASSIFIED ASSETS

Our policy is to review our assets, focusing priifgaon the loan portfolio, other real estate owrsedl the investment portfolios, to ensure tha
credit quality is maintained at the highest levaléhen weaknesses are identified, immediate adidlaken to correct the problem through di
contact with the borrower or issuer. We then mariit@se assets and, in accordance with our polidycarrent regulatory guidelines, we desig
them as “Special Mention,” which is considered aiti€ized Asset,” and “Substandard,” “Doubtful,” 6toss,” which are consideredClassifiec
Assets,” as deemed necessary. We designate draasSebstandard when a wedéfined weakness is identified that jeopardizesotiderly liquidatiol
of the debt. We designate an asset as Doubtful ittdisplays the inherent weakness of a Substanassdt with the added provision that collectic
the debt in full, on the basis of existing facts, highly improbable. We designate an asset as lfoiisis deemed the debtor is incapable
repayment. Loans that are designated as Lossarged to the Allowance for Loan Losses. Asseisdhe noraccrual are designated as Substan
Doubtful or Loss. We designate an asset as Spiéeation if the asset does not warrant designatitthimrone of the other categories, but does co
a potential weakness that deserves closer atter@@ontotal Criticized and Classified assets wetr82%4 million at June 30, 2013, a decrease of ¢
million from $224.2 million at December 31, 2012.
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The following table sets forth the Banks’ assetsigleated as Criticized and Classified at June 8032

(In thousands Special Mentio Substandalr  Doubtful Loss Total
Loans:
Multi -family residentia $ 10,52: $ 23,600 $ - 8 - $ 34,12
Commercial real esta 7,57¢ 24,63¢ - - 32,21¢
One-to-four family - mixec-use property 10,82¢ 17,42« - - 28,25:¢
One-to-four family - residentia 2,13¢ 14,16: - - 16,29
Cc-operative apartmen - 26€ - - 26¢€
Construction loan 1,91¢ 7,79¢ - - 9,71C
Small Business Administratic 32z 10¢ - - 431
Commercial business and other 2,20¢ 15,09 42t - 17,72¢
Total loans 35,50¢ 103,08 42F - 139,01
Investment Securities: @)
Pooled trust preferred securiti - 16,68: - - 16,68:
Private issue CMO - 24,12( - - 24,12(
Total investment securities - 40,80: - - 40,80:
Other Real Estate Owned - 2,591 - - 2,591
Total $ 35,506 $ 146,47¢ $ 42 $ - $ 18241
The following table sets forth the Banks’ assetsigieated as Criticized and Classified at Decembef312:
(In thousands Special Mentio Substandai  Doubtful Loss Total
Loans:
Multi -family residentia $ 16,34: $ 22,76¢ $ - 3 - $ 39,11
Commercial real esta 11,097 27,87 - - 38,97
One-to-four family - mixec-use propert 13,10« 26,50¢ - - 39,61(
One-to-four family - residentia 5,22 15,32¢ - - 20,55!
Cc-operative apartmen 10:s 237 - - 34C
Construction loan 3,80¢ 10,59¢ - - 14,40:
Small Business Administratic 328 21z 244 - 77¢
Commercial business and other 3,04¢ 18,41¢ 1,08( - 22,54
Total loans 53,04« 121,94¢ 1,32¢ - 176,31«
Investment Securities: @)
Pooled trust preferred securiti - 16,18¢ - - 16,18¢
Private issue CMO - 26,42¢ - - 26,42¢
Total investment securities - 42,61¢ - - 42,61¢
Other Real Estate Owned - 5,27¢ - - 5,27¢
Total $ 53,04« $ 169,84. $ 1,322 $ - $ 224,210

(1) Our investment securities are classified exusties available for sale and as such are chatetheir fair value
Statements. The securities above had a fair val#3®.3 million and $35.2 million at June 30, 204:3d December 31, 2012, respectively. U
current applicable regulatory guidelines, we amguieed to disclose the classified investment séestias shown in the tables above, at their
values (amortized cost, or fair value for secusitiieat are under the fair value option). Additibpathe requirement is only for the Bankscurities
Flushing Financial Corporation had one private éssust preferred security classified as Substahdéth a market value of $0.3 million at June
2013 and two private issue trust preferred seesritlassified as Substandard with a market val$® & million at December 31, 2012.
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On a quarterly basis, all collateral dependent dotivat are designated as Special Mention, Subs@rataDoubtful are internally reviewed
impairment, based on updated cash flows for incprmducing properties or updated independent apdsais he loan balances of collateral deper
impaired loans are then compared to the loans agdair value. The balance which exceeds fair védugenerally chargedff to the allowance fc
loan losses.

We designate investment securities as Substandaed tihe investment grade rating by one or moré@frating agencies is below investment gr
We have designated a total of nine investment gezithat are held at the Bank as Substandardret 30, 2013. Our classified investment secu
at June 30, 2013 held by the Bank include five gigvissue CMOs rated below investment grade byoomeore of the rating agencies, three issu
pooled trust preferred securities and one privegaa trust preferred security. The Investment $ieesiwvhich are classified as Substandard at JOx,
2013 are securities that were rated investmentegndten we purchased them. These securities hathebean subsequently downgraded by at leas
rating agency to below investment grade. ThrougieJs0, 2013, two of the pooled trust preferred sges and four private issue CMOs are
paying principal and interest as scheduled. Weeash of these securities quarterly for impairmdgmgugh an independent third party.

ALLOWANCE FOR LOAN LOSSES

We have established and maintain on our bookslawahce for loan losses that is designed to prosideserve against estimated losses inherent
overall loan portfolio. The allowance is establditarough a provision for loan losses based on gemants evaluation of the risk inherent in
various components of the loan portfolio and otfamtors, including historical loan loss experier(@éich is updated quarterly), changes in
composition and volume of the portfolio, collectipalicies and experience, trends in the volumearf-accrual loans and local and national econt
conditions. The determination of the amount of #flewance for loan losses includes estimates thatsasceptible to significant changes du
changes in appraisal values of collateral, natiamal local economic conditions and other factors. rdiew our loan portfolio by separate categ:
with similar risk and collateral characteristicspaired loans are segregated and reviewed separatehon-accrual loans and TDRs are consids
impaired. Impaired loans secured by collateral mdewed based on the fair value of their colldteFor noneollateralized impaired loar
management estimates any recoveries that are fatéd for each loan. In connection with the deteatidbn of the allowance, the market valu
collateral ordinarily is evaluated by our staff egiper. On a quarterly basis, the estimated vabfié@spaired mortgage loans are internally revie\
based on updated cash flows for income produciogepties, and at times an updated independentiappigobtained. The loan balances of colla
dependent impaired loans are then compared tortpegy’'s updated fair value. We consider fair value ofatetal dependent loans to be 85% of
appraised or internally estimated value of the prigp The balance which exceeds fair value is gdlyechargedsff. When evaluating a loan 1
impairment, we do not rely on guarantees, and theuat of impairment, if any, is based on the failue of the collateral. We do not carry loans
value in excess of the fair value due to a guaeafitam the borrower. Impaired mortgage loans thestevwritten down resulted from quarterly revi
or updated appraisals that indicated the propériganated value had declined from when the loas wriginated. Current year charge-offs, charge
off trends, new loan production, current balancepbyticular loan categories, and delinquent loangdrticular loan categories are also taken
account in determining the appropriate amountlofxgnce. The Board of Directors reviews and appsdiie adequacy of the allowance for loan Ic
on a quarterly basis.

In assessing the adequacy of the allowance, weweour loan portfolio by separate categories withilar risk and collateral characteristics, €
multi-family residential, commercial real estatejeeto-four family mixed-use property, one-to-fouanfily residential, cmperative apartmet
construction, SBA, commercial business, taxi méoialind consumer loans. Impaired loans are segegaid reviewed separately. In connection
the determination of the allowance, the market ealfi collateral ordinarily is evaluated by our S@ppraiser. We do not carry loans at a valt
excess of the fair value due to a guarantee fraenbtbrrower. Impaired mortgage loans that were enittiown resulted from quarterly reviews
updated appraisals that indicated the properéssimated value had declined from when the loan eviggnated. Loans classified as TDR which
performing in accordance with their modified terare evaluated based on the projected discountddfag of the restructured loan at the lo
effective interest rate prior to restructuring. érion of the allowance for loan losses is alloddatethe amount by which the recorded investmeré
TDR exceeds the discounted cash flow. For colfateralized impaired loans, management estimatgsrecoveries that are anticipated for each
A portion of the allowance is allocated to nowitateralized loans based on these estimatesdRasthe review of impaired loans, which includessn
classified as TDR, a portion of the allowance whacated to impaired loans in the amount of $1.Tiom and $1.5 million at June 30, 2013 .
December 31, 2012, respectively.

-59-




PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Management's Discussion and Analysis of
Financial Condition and Results of Operations

General provisions are established against perfariwans in our portfolio in amounts deemed prudsnimanagement. A portion of the allowanc
allocated to the remaining portfolio based on his& loss experience. The historical loss perisddufor this allocation was three years. Manage
also prepared an additional analysis to ensurettileatemaining portion of the allowance for possilolan losses is sufficient to cover losses inhdn
the loan portfolio. This analysis considered: 8 turrent economic environment, (2) delinquenayrronaccrual trends, (3) classified loan trends
the risk inherent in our loan portfolio and voluarad trends of loan types, (5) recent trends ingshaffs, (6) changes in underwriting standards, (@
experience, ability and depth of our lenders, a)jdcbllection policies and experience. Based omsdheviews, management concluded the ge
portion of the allowance should be $30.6 milliord &29.6 million at June 30, 2013 and December 8122respectively, resulting in a total allowa
of $32.4 million and $31.1 million at June 30, 2G&® December 31, 2012, respectively. The Boamirefttors reviews and approves the adequa
the allowance for loan losses on a quarterly badanagement has concluded and the Board of Diredtas concurred, that at June 30, 2012
allowance was sufficient to absorb losses inhareatir loan portfolio.

-60-




PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Management's Discussion and Analysis of
Financial Condition and Results of Operations

The following table sets forth the activity in tBempany's allowance for loan losses for the perindisated:

For the six months ended June

(Dollars in thousands 2013 2012
Balance at beginning of peri $ 31,10¢  $ 30,34«
Provision for loan losse 9,50( 11,00(
Loans charge-off:
Multi-family residentia (2,749 (2,162)
Commercial real esta (734 (2,222)
One-to-four family — mixec-use property (3,135 (2,329
One-to-four family — residentia (691) (89¢)
Cao-operative apartmen (74) (43
Constructior (3049) (2,44))
Small Business Administratic (337) (26%)
Commercial business and ott (864 (529
Total loans charged-off (8,88¢) (10,889
Recoveries
Multi-family residentia 65 80
Commercial real esta 29¢ 12t
One-to-four family — mixec-use property 111 79
One-to-four family — residentia 10€ 29
Cao-operative apartmen 4 -
Small Business Administratic 60 23
Commercial business and other - 10z
Total recoveries 63¢ 43¢
Net charg-offs (8,249 (10,445
Balance at end of period $ 32,358 % 30,89¢
Ratio of net charc-offs during the period taverage loans outstanding during the pe 0.52% 0.65%
Ratio of allowance for loan losses to gross lodrend of perioc 0.9%% 0.9€¢%
Ratio of allowance for loan losses to -performingassets at end of peri 40.0€% 26.4%
Ratio of allowance for loan losses to -performingloans at end of peric 43.7% 27.5%
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RECENT PROPOSED CHANGES TO REGULATORY CAPITAL RULES

During July 2013, the federal bank regulatory ageméssued revised notices of proposed rulemaKINgRs") that would revise and replace
agencies' current capital rules. The NPRs inclugearous revisions to the existing capital regutegjancluding, but not limited to, the following:

Revises the definition of regulatory capital comgots and related calculations.

Adds a new common equity tier 1 capital ratio.

Increases the minimum tier 1 capital ratio requigatrfrom four percent to six perce

Incorporates the revised regulatory capital reqoéets into the Prompt Corrective Action framework.

Implements a new capital conservation buffer thatihg limit payment of capital distributions and teén discretionary bonus payment:
executive officers and key risk takers if the bagkorganization does not hold certain amounts ofroon equity tier 1 capital in addition

those needed to meet its minimum -based capital requiremen

Provides a transition period for several aspectthefproposed rule: the new minimum capital ragquirements, the capital conserva
buffer, and the regulatory capital adjustments dediictions

Increases capital requirements for past-due Idagh,volatility commercial real estate exposuresl eertain short-term loan commitments.
Removes references to credit ratings consisteiht 3éiction 939A of the Dor-Frank Act.

Establishes due diligence requirements for seeatitin exposures.

The capital regulations would be effective Janugrg015 for bank holding companies and banks veiis than $15 billion in total assets, such a
Company and Bank. Based on our preliminary assedsofieche NPRs, we believe we will see an incraaseur total riskweighted assets. Howev
the Company and the Banks, based on our prelimiassgssment, would meet the requirements of thesNIBR will continue to be considered well-
capitalized.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK

For a discussion of the qualitative and quantigatlisclosures about market risk, see the informatizder the caption "Management's Discussior
Analysis of Financial Condition and Results of Ggiems - Interest Rate Risk."

ITEM 4. CONTROLS AND PROCEDURES

The Company carried out, under the supervisionwitldl the participation of the Comparsyimanagement, including its Chief Executive Offiaat
Chief Financial Officer, an evaluation of the effeeness of the design and operation of the Comigagigclosure controls and procedures (as de
in Rule 13a15(e) under the Securities Exchange Act of 1934)fdke end of the period covered by this QuartBdport. Based upon that evaluat
the Chief Executive Officer and Chief Financial ioéf concluded that, as of June 30, 2013, the demigl operation of these disclosure controls
procedures were effective. During the period cesldoy this Quarterly Report, there have been nogds in the Company’internal control ov
financial reporting that have materially affectedare reasonably likely to materially affect, thempany’s internal control over financial reporting

-63-




PART Il - OTHER INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
ITEM 1. LEGAL PROCEEDINGS
The Company is a defendant in various lawsuitsnag@ment of the Company, after consultation witkside legal counsel, believes that
resolution of these various matters will not regulany material adverse effect on the Companysalidated financial condition, results of operat
and cash flows.

ITEM 1A. RISK FACTORS

There have been no material changes from the aitioifs disclosed in the Company’s Annual Repoffamm 10-K for the year ended December 31,
2012.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

The following table sets forth information regamglithe shares of common stock repurchased by thep@wynduring the three months ended Jun
2013:

Maximum

Total Number of Number of
Total Shares Purchas  Shares That Ma
Number as Part of Public Yet Be Purchase
of Shares Average Price  Announced Plar  Under the Plans

Period Purchase: Paid per Shar or Program: or Program:
April 1 to April 30, 2013 24.80C $ 15.2¢ 24,80( 342,60:
May 1 to May 31, 201 492,60: 15.6: 492,60: 850,00(
June 1 to June 30, 2013 270,13( 15.6¢ 270,13( 579,87(

Total 787,53, $ 15.68 787,53.

During the three months ended June 30, 2013, theep@ny completed the common stock repurchase progratrwas approved by the Company’
Board of Directors on September 20, 2011. On May2®23, the Company announced the authorizatiothéyBoard of Directors of a new comn
stock repurchase program which authorizes the pseclof up to 1,000,000 shares of its common stdtle repurchase program does not hav
expiration date or a maximum dollar amount that rhaypaid to repurchase the common shares. Stpckalgases under this program will be nr
from time to time, on the open market or in prilatgegotiated transactions, at the discretion efrttanagement of the Company.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.
ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
ITEM5. OTHER INFORMATION

None.

-64-




PART Il - OTHER INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES

ITEM 6. EXHIBITS

Exhibit No. Description

2.1 Agreement and Plan of Merger dated as of Decemie2@5 by and between Flushing Financial Corponagind Atlantic Liberty
Financial Corp. (7

3.1 Certificate of Incorporation of Flushing Financ@brporation (1

3.2 Certificate of Amendment to Certificate of Incorption of Flushing Financial Corporation (

3.3 Certificate of Amendment to Certificate of Incorption of Flushing Financial Corporation {

3.4 Certificate of Designations of Series A Junior Rgyating Preferred Stock of Flushing Financial gmmation (4)

3.5 Certificate of Increase of Shares Designated ag$SArJunior Participating Preferred Stock of Fiagh-inancial Corporation (2

3.6 By-Laws of Flushing Financial Corporation {

4.1 Rights Agreement, dated as of September 8, 20@&eka Flushing Financial Corporation and Compugnesi rust Company N.A
as Rights Agent, which includes the form of Cectife of Increase of Shares Designated as SeriasiérParticipating Preferred
Stock as Exhibit A, form of Right Certificate astihit B and the Summary of Rights to Purchase PredeStock as Exhibit C (¢

4.2 Flushing Financial Corporation has outstandingaietong-term debt. None of such debt exceeds ¢ecept of Flushing Financial
Corporation's total assets; therefore, copies p§titment instruments defining the rights of thédeos of such debt are not included
as exhibits. Copies of instruments with respestutth long-term debt will be furnished to the Sd@siand Exchange Commission
upon reques

10.1 Amended and Restated Employement Agreement beti?leshing Bank and John R. Buran (filed herew

10.2 Amended and Restated Employement Agreement beti?leshing Financial Corporation and John R. Burédadfherewith)

10.3 Amended and Restated Employement Agreement betitleshing Financial Bank and Maria A. Grasso (fifetewith)

10.4 Amended and Restated Employement Agreement betizleshing Financial Corporation and Maria A. Grad#ed herewith)

10.5 Form of Amended and Restated Employement Agreebeimteen Flushing Bank and Certain Officers (fileddwith)

10.6 Form of Amended and Restated Employementégent between Flushing Financial Corporation agda@h Officers (filed
herewith)

31.1 Certification pursuant to Section 302 of the Sad3-Oxley Act of 2002 by the Chief Executive Officeil¢tl herewith)

31.2 Certification pursuant to Section 302 of the Sad3-Oxley Act of 2002 by the Chief Financial Officeilétd herewith)

32.1 Certification Pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarbarley @ct of 2002 by the Chief
Executive Officer (furnished herewit

32.2 Certification Pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarbarley @ct of 2002 by the Chie
Financial Officer (furnished herewitl

101.INS XBRL Instance Document (furnished herewi

101.SCH XBRL Taxonomy Extension Schema Document (furnisheckwith)

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutn@urnished herewitk

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhéiurnished herewith

101.LAB XBRL Taxonomy Extension Label Linkbase Documentrffshed herewith

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doentffurnished herewitt

(1) Incorporated by reference to Exhibits filedtwihe Registration Statement on For-1 filed September 1, 1995, Registration No-96488.
(2) Incorporated by reference to Exhibits filedwitorm &K filed September 26, 200

(3) Incorporated by reference to Exhibits filedwitorm &8 filed May 31, 2002

(4) Incorporated by reference to Exhibits filedtwitorm 1(-Q for the quarter endeSeptember 30, 200

(5) Incorporated by reference to Exhibit filed witbhrm ¢-K filed September 11, 200

(6) Incorporated by reference to Exhibit filed witbrm 1(-K filed March 15, 2012

(7) Incorporated by reference to Exhibit filed withrm &K filed December 23, 200!
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Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causeé réport to be signed on its behalf by

undersigned thereunto duly authorized.

Flushing Financial Corporatio

Dated:Auqust 9, 201! By: / s/John R. Bura
John R. Burat
President and Chief Executive Offic

Dated:August 9, 201! By: /s/David W. Fry
David W. Fry

Executive Vice President, Treasurer i
Chief Financial Office
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EXHIBIT INDEX
Exhibit No. Description

2.1 Agreement and Plan of Merger dated as of Decemie2@5 by and between Flushing Financial Corponagind Atlantic Liberty
Financial Corp. (7

3.1 Certificate of Incorporation of Flushing Financ@brporation (1

3.2 Certificate of Amendment to Certificate of Incorption of Flushing Financial Corporation (

3.3 Certificate of Amendment to Certificate of Incorpion of Flushing Financial Corporation (

3.4 Certificate of Designations of Series A Junior Rgyating Preferred Stock of Flushing Financial @amation (4)

3.5 Certificate of Increase of Shares Designated ag$SArJunior Participating Preferred Stock of Fiagh-inancial Corporation (2

3.6 By-Laws of Flushing Financial Corporation {

4.1 Rights Agreement, dated as of September 8, 20@&eka Flushing Financial Corporation and Compugesi rust Company N.A
as Rights Agent, which includes the form of Cectife of Increase of Shares Designated as SeriasiérParticipating Preferred
Stock as Exhibit A, form of Right Certificate astihit B and the Summary of Rights to Purchase PredeStock as Exhibit C (¢

4.2 Flushing Financial Corporation has outstandingaierbn¢-term debt. None of such debt exceeds ten percdfitishing Financia
Corporation's total assets; therefore, copies p§titment instruments defining the rights of thédieos of such debt are not included
as exhibits. Copies of instruments with respestutth long-term debt will be furnished to the Sd@siand Exchange Commission
upon reques

10.1 Amended and Restated Employement Agreement beti?leshing Bank and John R. Buran (filed herew

10.2 Amended and Restated Employement Agreement beti?leshing Financial Corporation and John R. Burdadfherewith)

10.3 Amended and Restated Employement Agreement betitleshing Financial Bank and Maria A. Grasso (fifetewith)

104 Amended and Restated Employement Agreement betileshing Financial Corporation and Maria A. Graf#ed herewith)

10.5 Form of Amended and Restated Employement Agreebeimteen Flushing Bank and Certain Officers (fileddwith)

10.6 Form of Amended and Restated Employementégent between Flushing Financial Corporation agda@h Officers (filed
herewith)

31.1 Certification pursuant to Section 302 of the Sad3-Oxley Act of 2002 by the Chief Executive Officeil¢tl herewith)

31.2 Certification pursuant to Section 302 of the Sad3-Oxley Act of 2002 by the Chief Financial Officeilétd herewith)

32.1 Certification Pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarbarley @ct of 2002 by the Chief
Executive Officer (furnished herewit

32.2 Certification Pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarbarley @ct of 2002 by the Chief
Financial Officer (furnished herewitl

101.INS XBRL Instance Document (furnished herewi

101.SCH XBRL Taxonomy Extension Schema Document (furnisheckwith)

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutn@urnished herewitk

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhéurnished herewith

101.LAB XBRL Taxonomy Extension Label Linkbase Documentrffshed herewith

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doentffurnished herewitt
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Exhibit 10.1 Amended and Restated Employment Agreeent between Flushing Bank and John R. Bural

FLUSHING BANK
AMENDED AND RESTATED EMPLOYMENT AGREEMENT

AMENDED AND RESTATED EMPLOYMENT AGREEMENT (“Agreenm@”) entered into as of July 19, 2013, by and betwe
Flushing Bank, a commercial bank organized andiegisinder New York State law and having its exeeubffices at 1979 Marcus Avenue, Suite
E140, Lake Success, New York 11042 (the “Banki)d John R. Buran, residing at (address) (“Offjcer

WITNESSETH

WHEREAS, the Bank and the Officer are parties t&arployment Agreement dated as of January 22, 289amended and resta
effective as of July 1, 2005 and further amendetiragtated on December 5, 2008 (the “Original Eymplent Agreement”); and

WHEREAS, the Board has appointed the Officer topb&ition of President and Chief Executive Offiokthe Bank, effective July
2005; and

WHEREAS, the Bank considers the availability of @#icer’'s services to be important to the sucagdssfanagement and conduct of
the Bank’s business and desires to secure fof fteelcontinued availability of his services; and

WHEREAS, for purposes of securing for the Bank@igcer’s continued services, the Board of Direstof the Bank (“Board”) has
authorized the proper officers of the Bank to ety an amended and restated employment agreemitarthe Officer on the terms and conditions set
forth herein; and

WHEREAS, the Officer is willing to make his sencavailable to the Bank on the terms and conditsmisorth herein:

NOW, THEREFORE, in consideration of the premises lie mutual covenants and obligations hereinageforth, the Bank and
the Officer hereby agree as follows:

Section 1 Employment.

The Bank hereby agrees to employ the Officer, rdQfficer hereby agrees to accept such employrderniyg the period and upon
the terms and conditions set forth in this Agreetmen

Section 2 Employment Perio.

(a) Except as otherwise provided in tkgseement to the contrary, the terms and conditafrthis Agreement shall be and
remain in effect during the period of employmerEr{iployment Period”) established under this sectiofhe Employment Period under this
Amended and Restated Employment Agreement shédirteeterm commencing on the date hereof and ermtinijovember 21, 2016, plus such
extensions as are provided pursuant to sectiond (s Agreement.




(b) On or as of July 1, 2014, and onofeach July 1 thereafter, the Employment Pestall be extended for one additional
year if and only if the Board shall have authoritieel extension of the Employment Period prior ty Juof such year and the Officer shall not have
notified the Bank prior to July 1 of such year ttteg Employment Period shall not be so extendéthelBoard shall not have authorized the extension
of the Employment Period prior to July 1 of anytsyear, or if the Officer shall have given notidenonextension to the Bank prior to July 1 of such
year, then the Employment Period shall not be edmpursuant to this section 2(b) at any time tiézeand shall end on the last day of its term as
then in effect.

(c) Upon the termination of the Officeemployment with the Bank, the extensions provigesuant to section 2(b) shall
cease (if such extensions have not previously c@ase

(d) Notwithstanding anything herein te ttontrary, the Employment Period shall end andDtiieer's employment with the
Bank shall terminate on the date on which the @ffcemployment with Flushing Financial Corporatterminates.

Section 3 Title and Duties.

On the date on which the Employment Period comn®ribe Officer shall hold the position of Presidentl Chief Executive Office
of the Bank and shall be a member of the Board alitbf the powers and duties incident to such tpms$ under law and under the by-laws of the
Bank. During the Employment Period, the Officealth(a) devote his full business time and at@mijother than during weekends, holidays, vacation
periods and periods of illness or approved leavedsence) to the business and affairs of the Badkuse his best efforts to advance the Bank’s
interests, including reasonable periods of seragan officer and/or board member of trade assonggttheir related entities and charitable
organizations; and (b) perform such reasonableiaddl duties as may be assigned to him by or uttdeauthority of the Board. The Officer shall
have such authority as is necessary or approfdatarry out his duties under this Agreement.

Section 4 Compensatiol.

In consideration for services rendered by the @fficnder this Agreement:

(a) The Bank shall pay to the Officerm#asy at an annual rate equal to the greater &8@9,400 or (ii) such higher annual rate
as may be prescribed by or under the authorith@Board (the “Current Salary”). The Officer withdergo an annual salary and performance review
on or about January 1 of each year commencing14.20he Current Salary payable under this seetishall be paid in approximately equal
installments in accordance with the Bank’s custgnpayroll practices.




(b) The Officer shall be eligible to peipate in any bonus plan maintained by the Bamktfoofficers and employees.

Section 5 Employee Benefits and Other Compensa.

(a) Except as otherwise provided in fkigseement, the Officer shall, during the Employm@atiod, be treated as an employee
of the Bank and be entitled to participate in a@ckive benefits under the Bank’s employee benkditgpand programs, as well as such other
compensation plans or programs (whether or not @yepl benefit plans or programs), as the Bank magteaia from time to time, in accordance with
the terms and conditions of such employee benkiitgpand programs and compensation plans and jpnegaad with the Bank’s customary practices.

(b) The Bank shall provide the Officettlwa suitable automobile for use in the performarfdbe Officer's duties hereunder
and shall reimburse the Officer for all expensesiired in connection therewith in accordance wigmBpolicies (but in no event later than the last
of the calendar year next following the calendaryig which the expenses were incurred).

(c) The Officer shall be entitled, withdass of pay, to vacation time in accordance whih policies periodically established by
the Board for senior management officials of th@lBavhich shall in no event be less than four weeleach calendar year. Except as provided in
section 7(b), the Officer shall not be entitled¢oeive any additional compensation from the Bamkacount of his failure to take a vacation, nalish
he be entitled to accumulate unused vacation froencalendar year to the next except to the extghbazed by the Board for senior management
officials of the Bank.

(d) On May 27 of each of the years 2006ugh 2015, the Bank shall credit to a bookkeepitgpunt maintained by the Bank
(the “ SERP Account”) a supplemental retirementdfiéiof $50,000. The supplemental retirement bi¢séill be deemed to be invested in one or
more of such investment funds as may be specifjettidoBank with the consent of the Officer (“Invesint Funds”), as directed by the Officer from
time to time, and the Officer's SERP Account shallcredited at least quarterly with the earningsddggses) on such investments. Upon the Officer's
termination of employment with the Bank by reasbhis death, or upon his voluntary resignation withGood Reason, or upon his termination for
“Cause” (as defined in section 8(b) of this Agreathethe amount then credited to the Officer's SERRount shall be paid by the Bank to the Officer
(or in the case of his death, to his designatee@fi@aries or, in the absence of any designatiomis estate) in a cash lump sum, and thereafter no
additional amounts shall be credited to the Offte8ERP Account. Upon the Officer’s terminatidresployment with the Bank by reason of
retirement (which shall mean termination of empleyinat a time when the Officer is eligible to reeean Early, Normal, or Postponed Retirement
Benefit under the Bank’s RetiremenPlan), Disability (as defined in section 9(a)), wdlary resignation within one year following an ewthat
constitutes Good Reason (as defined in sectiori)j(ar discharge without “Cause”, or in the eventhe Officers termination of employment for a
reason following a Change of Control, the Bank Igbimptly pay to the Officer a cash lump sum edodi) $500,000, without regard to the amount
then credited to his SERP Account, or (i) the anmtdhen credited to his SERP Account if such arh@ugreater than $500,000. Upon such payment,
no further amount shall be payable under this se&{d). Subject to Section 22(a), any amount pieyander this Section 5(d) shall be paid promptly,
but in any case within ninety days, following th#i€er's termination of employment.




(e) Subject to the limitations imposed3sction 409A of the Internal Revenue Code of 188@&mended (the “Code”), the
Bank shall fund in a “rabbi trust” on an ongoinglaiurrent basis (i) the supplemental retiremenefieprovided under section 5(d) hereof, and (ig t
amount credited to the Officer's account underBhek’s Supplemental Savings Incentive Plan. ThestEe of such “rabbi trust” shall be an
independent bank or trust company.

4] If any amounts deferred pursuantiis Agreement are found in a “determination” (witlhe meaning of Code Section
1313(a)) to have been includible in gross incoméhieyOfficer prior to payment of such amounts urtiesr Agreement due to a failure to comply with
the requirements of Code Section 409A, such amalnal be immediately paid to the Officer, notwidraling any other provision of this Agreement
providing for deferral.

Section 6 Working Facilities and Expens.

The Officer’s principal place of employment shadl &t the executive offices of the Bank in QueensrBoor Nassau County, New
York or at such other location upon which the Bankl the Officer may mutually agree. The Bank shialide the Officer, at his principal place of
employment, with a private office, stenographio/gess and other support services and facilitiesistant with his position with the Bank and
necessary or appropriate in connection with théopmance of his duties under this Agreement. ThakBshall reimburse the Officer for his ordinary
and necessary business expenses, including, wilhutdtion, travel and entertainment expensesjired in connection with the performance of his
duties under this Agreement, upon presentatiohed@ank of an itemized account of such expenssadh form as the Bank may reasonably
require. Such reimbursements shall be made inrdanoe with Bank policies (but in no event latertthe last day of the calendar year next follov
the calendar year in which the expenses were iadurr

Section 7 Termination with Bank Liability.
(a) In the event that the Officer’'s emyieent with the Bank shall terminate during the Boyptent Period on account of:
0] the Officer’s voluntary resignatiorofn employment with the Bank within one year follog/an event that

constitutes “Good Reason,” which is defined as:

(A) the failure of the Bank to elect orreelect the Officer to serve as its President@mef Executive
Officer and a member of its Board of Directorssoch other position as the Officer consents to;hold




(B) the failure of the Bank to cure a er&l adverse change made by the Bank in the @fidenctions,
duties, or responsibilities in his position witletBank within sixty days following written notickereof from the Officer;

© the failure of the Bank to maintaie tOfficer’s principal place of employment at theeutive offices of
the Bank in Queens County or Nassau County, Nevk ¥oat such other location upon which the Bank gredOfficer may mutuall
agree;

(D) the failure of the Board to extend Bmployment Period within the times provided iotge 2(b);

provided, however, that such failure shall not ¢tuie Good Reason until the earlier of 30 dayseradiny determination by the Board
that the Employment Period shall not be so extermdekligust 1 of such year;

(E) the failure of the Bank to cure a enitl breach of this Agreement by the Bank withiktysdays
following written notice thereof from the Officenr
F after a Change of Control, the falof any successor company to the Bank to assus)@gieement.
(ii) the discharge of the Officer by tBank for any reason other than (A) for “Cause” eBreéd in section 8(b) or (B)

the Officer’s death or “Disability” as defined irction 9(a); or

(i) the Officer’s voluntary resignatidrom employment with the Bank for any reason writtiie sixty day period
commencing six months following a Change of Conamtefined in section 10;

then the Bank shall provide the benefits and pahedOfficer as liquidated damages the amountsigeohfor under section 7(b).

(b) Upon the termination of the Officeesployment with the Bank under circumstances desdiin section 7(a), the Bank
shall pay and provide to the Officer:

0] his earned but unpaid Current Saksyf the date of termination, plus an amount seprEng any accrued but
unpaid vacation time and floating holidays, whichaaints shall be paid within thirty days of termioat and his earned but unpaid bonus for
the year prior to the year of termination, whiclalsbe paid at the same time as bonuses for sumhaye paid to active employees;

(ii) (A) if the Officer’s termination amployment occurs after a Change of Control, arat@ portion of his bonus for
the year of termination, determined by multiplyithg amount of the bonus earned by the OfficerHergreceding calendar year by the
number of full months of employment during the yeatermination, and dividing by 12, which amouh&l be paid within thirty days of
termination or (B) if the Offices termination of employment occurs prior to a CleaafyControl, a pro rata portion of his bonus foe year ¢
termination, determined by multiplying the amouhttee bonus which would have been earned by the@ffor the year of termination if he
had remained in employment through the end of #& fbut only to the extent of achievement of thgliaable performance standards for
such year) by the number of full months of emplogtrauring the year of termination, and dividing 18, which amount shall be paid at the
same time as bonuses for such year are paid teeaatiployees;




(i) the benefits, if any, to which heeéntitled as a former employee under the Bankigleyee benefit plans and
programs and compensation plans and programs, whiahbe paid in accordance with the terms of qlahs and programs;

(iv) continued health and welfare bersefibcluding group life, disability, medical andndal benefits), in addition to
that provided pursuant to section 7(b)(iii), to theéent necessary to provide coverage for the &ffior the Severance Period (as defined in
section 7(c)). Such benefits shall be providedugh the purchase of insurance, and shall be dequivio the health and welfare benefits
(including cost-sharing percentages) provided tvaemployees of the Bank (or any successor tifieasorom time to time in effect during
the Severance Period. Where the amount of suakfiteis based on salary, they shall be providetti¢oOfficer based on the highest annual
rate of Current Salary achieved by the Officer agithe Employment Period. If the Officer had defsam coverage in effect at the time of his
termination of employment, he shall have the rightlect to continue such dependent coverage éoS#dverance Period. The benefits to be
provided under this paragraph (iv) shall ceas@é¢oeixtent that substantially equivalent benefiésprovided to the Officer (and/or his
dependents) by a subsequent employer of the Officer

(v) if the Officer is age 55 or olderthé end of the Severance Period, he shall beeghtitl elect coverage for himself
and his dependents under the Bank’s retiree mediwhtetiree life insurance programs. Such coweridglected, shall commence upon the
expiration of the Severance Period, without regandhether the Officer commences his pension beaefiuch time, and shall continue for
the life of each of the Officer and his spouse famdo long as any of his other covered dependesitsain eligible. The coverage and cost-
sharing percentage of the Officer and his depesdamier such programs shall be those in effectnswtsh programs on the date of the
Officer’s termination of employment with the Baradqd shall not be adversely modified without thei€aifs written consent;

(vi) within thirty days following his terination of employment with the Bank, a cash lumm$ayment in an amount
equal to the Current Salary and bonus that thec@ffivould have earned pursuant to sections 4(afédrespectively, if he had continued
working for the Bank for the Severance Period. pumposes of this paragraph, the amount of bonalé Isé the highest bonus, if any, paid to
the Officer by the Bank under section 4(b) wittie three-year period prior to the date of termoratiThe calculation of the amount payable
pursuant to this clause (vi) is set forth on Scleduhereto; and




(vii) within ninety days following histeination of employment with the Bank (or such tatate as required by
Section 22(a)), payment of the supplemental retirdrbenefit to which he is entitled pursuant toti®ec5(d) (after crediting to his SERP

Account any amount which was required to be credibethe SERP Account pursuant to such sectior tieealate of his termination of
employment but was not so credited).

The lump sum payable pursuant to clause (vi) af skeiction 7(b) is to be paid in lieu of all otheyments of Current Salary and bonus provided for
under this Agreement relating to the period follogveiny such termination and shall be payable witpooof of damages and without regard to the
Officer’s efforts, if any, to mitigate damages. €fRank and the Officer hereby stipulate that thealges which may be incurred by the Officer
following any such termination of employment aré¢ capable of accurate measurement as of the datafiove written and that the payments and
benefits provided under this section 7(b) are nealSte under the circumstances as a combinatidguitiated damages and severance benefits. The
Officer shall not be entitled to any payment unithés Agreement to make up for benefits that wowddeéhbeen earned under the Bank’s Retirement

Plan, 401(k) Savings Plan, and Supplemental Savimggntive Plan (SSIP), and the Flushing FinanC@dporation (“Holding Company”) 2005
Omnibus Incentive Plan had he continued workingtierBank for the Severance Period.

(c) For purposes of this section 7, tegeBance Period means a period of 36 months.

Section 8 Termination for Cause or Volunta
Resignation Without Good Reas.

(a) In the event that the Officer's enypieent with the Bank shall terminate during the Emypient Period on account of:
0] the discharge of the Officer by thar for Cause; or
(i) the Officer’s voluntary resignatidrom employment with the Bank for reasons othenttise constituting a

Good Reason;

then the Bank shall have no further obligationsauritlis Agreement, other than (A) the payment éodfficer of his earned but unpaid Current Salary
as of the date of the termination of his employmeich amounts shall be paid within thirty daygerimination; (B) the provision of such other
benefits, if any, to which he is entitled as a ferramployee under the Bank’s employee benefit phaalsprograms and compensation plans and
programs, which shall be paid in accordance wightéims of such plans and programs; and (C) theeat/of the supplemental retirement benefit to
which he is entitled pursuant to Section 5(d) ¢adtediting to his SERP Account any amount whicls weguired to be credited to the SERP Account
pursuant to such section as of the date of hisitetion of employment but was not so credited),chtshall be paid within ninety days of termination.




(b) For purposes of this Agreement, #rent“Cause” means the Officer’'s personal dishonéstpmpetence, willful
misconduct, breach of fiduciary duty involving pamal profit, intentional failure to perform statddties, willful violation of any law, rule, or
regulation (other than traffic violations or sinmilaffenses) or final cease-and-desist order, oerr@tbreach of any provision of this Agreement.

Section 9 Disability or Deatt.

(@) The Officer's employment with the Banay be terminated for “Disability” if the Offéc shall become disabled or
incapacitated during the Employment Period to ttterd that he has been unable to perform the @ab@mictions of his employment for 270
consecutive days. Upon a termination of employnfientDisability,” the Bank shall pay to the Officer in cash the feileg percentages of his Curre
Salary under section 4 of this Agreement untileéhd of the Employment Period: 100% for the firstrsonths, 75% for the next six months and 60%
thereafter for the remaining term, if any, of thefoyment Period (less in each case any benefitshwhay be payable to the Officer under the
provisions of disability insurance coverage in effior Bank employees), which shall be paid in adaace with the Bank’s customary payroll
practices. In addition, the Officer shall rece@veash lump sum payment equal to (i) his earneditypaid bonus for the year prior to the year of
termination, which shall be paid at the same tisie@nuses for such year are paid to active empogee (ii) the amount of the OfficerSupplement:
retirement benefit to which he is entitled pursuardgection 5(d) (after crediting to his SERP Aauoany amounts which were required to be credited
to the SERP Account pursuant to section 5(d) aseflate of his termination of employment but waseso credited), which shall be paid within
ninety days of termination.

(b) In the event that the Officeemployment with the Bank shall terminate durimg Employment Period on account of de
the Bank shall promptly (but in any event withimetly days of the date of death) pay the Office€sighated beneficiaries or, failing any designation
his estate a cash lump sum payment equal to hie@dut unpaid Current Salary plus the amount®fQfficer's SERP Account as provided in sect
5(d) (after crediting to his SERP Account any aniswvhich were required to be credited to the SERBo#nt pursuant to section 5(d) as of the de
his death but were not so credited). In addittba,Bank shall pay the Officer's designated bermgfies or, failing any designation, his estate his
earned but unpaid bonus for the year prior to s wf termination, which shall be paid at the séime as bonuses for such year are paid to active
employees.

(c) In the event of the Officer’s termiioa of employment on account of death or Disapfiitior to a Change of Control, the
Compensation Committee of the Bank may, in its dideretion, award the Officer a bonus for the y&faermination, in an amount determined by
such Committee either at the time of terminatioemfloyment or at the time bonuses to active engeleyare awarded, in which case the Bank shall
pay such bonus to the Officer or, in the eventestt, his designated beneficiaries or estate,easabe may be, promptly (but in any event withirtytt
days) after it is awarded. In the event of thed@ffs termination of employment on account of deat Disability after a Change of Control, the Bank
shall promptly (but in any event within thirty dagfer termination) pay the Officer or, in the evefideath, his designated beneficiaries or estete,
the case may be, a pro rata portion of his bonuthéoyear of termination, determined by multiptyithe amount of the bonus earned by the Officer for
the preceding calendar year by the number of folhths of employment during the year of terminateamg dividing by 12.




Section 10 Change of Contrc.

For purposes of this Agreement, the term “Changeaftrol” means:

(a) the acquisition of all or substartyialll of the assets of the Bank or Flushing FinahCorporation (“Holding Company”)
by any person or entity, or by any persons oriestécting in concert;

(b) the occurrence of any event if, imigely following such event, a majority of the mesnb of the Board of Directors of t
Bank or the Holding Company or of any successgp@@tion shall consist of persons other than Cailiembers (for these purposes, a “Current
Member” shall mean any member of the Board of Dinexcof the Bank or the Holding Company as of Jyl2005 and any successor of a Current
Member whose nomination or election has been agprby a majority of the Current Members then onBbard of Directors);

(c) the acquisition of beneficial ownépstdirectly or indirectly (as provided in Rule :3ddbf the Securities Exchange Act of
1934 (the “Act”),or any successor rule), of 25% or more of the twtahbined voting power of all classes of stockhaf Bank or the Holding Compal
by any person or group deemed a person under 8€@{d)(3) of the Act; or

(d) approval by the stockholders of tt@Bor the Holding Company of an agreement progidiar the merger or
consolidation of the Bank or the Holding Companyhvénother corporation where the stockholders @Bank or the Holding Company, immediately
prior to the merger or consolidation, would not &gaially own, directly or indirectly, immediatelgfter the merger or consolidation, shares entitling
such stockholders to 50% or more of the total comtbivoting power of all classes of stock of thevstimg corporation.

Section 11 No Effect on Employee Bene
Plans or Compensation Progra.

Except as expressly provided in this Agreementtéhmination of the Officer's employment during tleem of this Agreement or
thereafter, whether by the Bank or by the Offistiall have no effect on the rights and obligatiohthe parties hereto under the Bank’s employee
benefit plans or programs or compensation plagsagrams (whether or not employee benefit planzograms) that the Bank may maintain from
time to time.




Section 12 Successors and Assig.

This Agreement will inure to the benefit of andbdeding upon the Officer, his legal representatiaed estate or intestate
distributees, and the Bank and its successors sigre, including any successor by merger or catet@n or a statutory receiver or any other person
or firm or corporation to which all or substantjadlll of the assets and business of the Bank maplakor otherwise transferred.

Section 13 Notices.

Any communication to a party required or permittedier this Agreement, including any notice, dittidesignation, consent,
instruction, objection or waiver, shall be in wmgiand shall be deemed to have been given at suetes it is delivered personally, or five daymaft
mailing if mailed, postage prepaid, by registeredestified mail, return receipt requested, addrdds such party at the address listed below suétt
other address as one such party may by writtecespecify to the other party:

If to the Officer:

John R. Buran
(address)

If to the Bank:
Flushing Bank
1979 Marcus Avenue, Suite E140
Lake Success, New York 11042
Attention: Secretary of the Bank

Section 14 Severability.

A determination that any provision of this Agreemisrinvalid or unenforceable shall not affect tadidity or enforceability of any
other provision hereof.

Section 15 Waiver.

Failure to insist upon strict compliance with ariythe terms, covenants or conditions hereof statlbe deemed a waiver of such
term, covenant, or condition. A waiver of any psien of this Agreement must be made in writingsigeated as a waiver, and signed by the party
against whom its enforcement is sought. Any waorerelinquishment of any right or power hereunateany one or more times shall not be deemed a
waiver or relinquishment of such right or poweray other time or times.

Section 16 Counterpart:.

This Agreement may be executed in two or more @mpatts, each of which shall be deemed an origamal,all of which shall
constitute one and the same Agreement.

10




Section 17 Governing Law.

This Agreement shall be governed by and constradceaforced in accordance with the laws of theeSthNew York, without
reference to conflicts of law principles.

Section 18 Headings.

The headings of sections in this Agreement aredorvenience of reference only and are not intetndegialify the meaning of any
section. Any reference to a section number skédrito a section of this Agreement, unless othexsiated.

Section 19 Entire Agreement; Modificatior.

This instrument contains the entire agreement@ptirties relating to the subject matter hereofsapérsedes in its entirety any and
all prior agreements, understandings or repredgentatelating to the subject matter hereof, inatigdhe Employment Agreement dated as of January
22,2001, as amended and restated effective agyo1 J2005 and further amended and restated oeiker 5, 2008, by and between the Bank an
Officer. No modifications of this Agreement shiadl valid unless made in writing and signed by theigs hereto.

Section 20 Funding.

The Bank has agreed to fund certain of its oblagetito the Officer under this Agreement in a “ratobs$t”; provided, however, that
all assets used by the Bank to fund its obligat&ired| be part of the general assets of the Badlkshall be subject to all claims of the Bank’s di@d.

Section 21 Regulatory Actior.

(a) Notwithstanding any other provisidrttos Agreement to the contrary, this Section Ballsapply at all times during the
Employment Period.

(b) If the Officer is suspended and/onperarily prohibited from participating in the card of the affairs of the Bank by a
notice served under 12 U.S.C. 1818(e)(3) and (g)iie) Bank’s obligations to the Officer under tAigreement shall be suspended as of the date of
such service unless such service is stayed by ppate proceedings. If the charges in such natieedismissed, the Bank shall (i) pay the Offider a
of the compensation withheld while the Bank’s oatigns under this Agreement were so suspendedjianeinstate in whole any of its obligations to
the Officer which were suspended.

(c) If the Officer is removed and/or pamently prohibited from participating in the contia€the Bank’s affairs by an order

issued under 12 U.S.C. 1818(e)(4) or (g)(1), dligaltions of the Bank to the Officer under this Agment shall terminate as of the effective datbe
order, other than vested rights of the partiesusmrtias of such effective date, which shall notfiersed.

11




(d) If the Bank is in default (as definadsection 3(x)(1) of the Federal Deposit InsueAct), all obligations of the Bank
under this Agreement shall terminate as of the dhseich default, but this Section 21(d) shall aié¢ct any vested rights of the Officer accruedfas
such date of default.

(e) All obligations of the Bank undergifigreement shall be terminated, except to thenéités determined by the appropriate
banking regulator that continuation of the Agreehiemecessary to the continued operation of thekB@) at the time the Federal Deposit Insurance
Corporation enters into an agreement to providstasee to or on behalf of the Bank under the aitthoontained in Section 13(c) of the Federal
Deposit Insurance Act; or (ii) at the time the aypiate banking regulator approves a supervisomgardo resolve problems related to operation e
Bank or when the Bank is determined by the apj@itgpbanking regulator to be in an unsafe or undaamdition; provided, however, that this Sec
21(e) shall not affect any vested rights of thei€@if accrued as of such date of termination.

® Any payments made to the Officerquant to this Agreement or otherwise are subjeahtbconditioned upon their
compliance with 12 U.S.C. § 1828(k) and any regaiest promulgated thereunder.

Section 22. Compliance with Code Beci09A.

(a) Notwithstanding the provisions oftsats 5(d), 7, 8 and 9, if the Officer is a spemdfiemployee within the meaning of
Section 409A of the Internal Revenue Code of 188G&mended (“Section 409A8s determined by the Board in accordance with lgetien made b
the Bank for determining specified employees, angants payable under sections 5(d), 7, 8 or 9 &aydother payments to which the Officer may be
entitled) which constitute “deferred compensatiwithin the meaning of Section 409A and which afgeotvise scheduled to be paid during filngt six
months following the Offices termination of employment (other than any paysémit are permitted under Section 409A to be wétain six month:
following termination of employment of a specifiethployee) shall be suspended until the six-montfivensary of the Officer’s termination of
employment (or the Officer’s death if sooner), &iich time all payments that were suspended shalblitto the Officer (or his estate) in a lump sum,
together with interest on each suspended paymehe grime rate (as reported in the Wall Streetrdal)y from the date of suspension to the date of
payment.

(b) Payment or reimbursement of eacleftiusiness expense payments or other reimbursewedied for by this Agreement
with respect to any calendar year shall not affeetamount eligible for payment or reimbursemerarig other calendar year, and such payments and
reimbursements may not be exchanged for cash éhemloenefit.

(c) A termination of employment shall et deemed to have occurred for purposes of angiwa of this Agreement

providing for the payment of any amounts or besefjton or following a termination of employmentesd such termination is also a “separation from
service” (within the meaning of Code Section 409A).
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(d) For purposes of Section 409A, eagmpnt under sections 5(d), 7, 8 or 9 (and eachr giherance plan payment) will be
treated as a separate payment.

(e) It is intended that this Agreemeninpty with the provisions of Section 409A and thgulkations and guidance of general
applicability issued thereunder so as to not sultjexOfficer to the payment of additional interast taxes under Section 409A, and in furtheraiice o
this intent, this Agreement shall be interpretgerated and administered in a manner consistehtthse intentions.

Signature Page Follows
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IN WITNESS WHEREOF, the parties have signed thiseggnent as of the day and year first above written.
FLUSHING BANK

By: /s/ Maria A. Grasso

Name: Maria A. Grasso
Title: Executive Vice President & COO

/s/ John R. Buran
John R. Buran
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Schedule A

Calculation of Amount Payable pursuant to Sectig), Clause (vi)
Assuming Termination of Employment December 1, 2013

(1)Current Salary is greater of
(a) $869,400
(b) annual salary in effect

$ 869,400
(2)Bonus is greatest of bonus paid in last 3 ybafere termination
(a) $357,000 (2012 bonus)
(b) $380,222 (2011 bonus)
(c) $423,130 (2010 bonus)
$423,130
(3)Amount Payable (36 month Severance Period)
3 times [(1)+(2)] $3,877,590
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Exhibit 10.2 Amended and Restated Employment Agreeent between Flushing Financial Corporation and JohrR. Buran

FLUSHING FINANCIAL CORPORATION
AMENDED AND RESTATED EMPLOYMENT AGREEMENT

AMENDED AND RESTATED EMPLOYMENT AGREEMENT (“Agreenm@&”) entered into as of July 19, 2013, by and betwe
Flushing Financial Corporation, a Delaware corgorabaving its executive offices at 1979 Marcus Awe, Suite E140, Lake Success, New York
11042 (the “Holding Company”), and John R. Burasjding at (address) (“Officer”).

WITNESSETH:

WHEREAS, the Holding Company and the Officer argipa to an Employment Agreement dated as of Jg22r2001, as
amended and restated effective as of July 1, 2685wther amended and restated on December 5, @®80riginal Employment Agreement”); and

WHEREAS, the Board has appointed the Officer toph&ition of President and Chief Executive Offioéthe Holding Company,
effective July 1, 2005; and

WHEREAS, the Holding Company considers the avditgtnf the Officer’'s services to be important teetsuccessful management
and conduct of the Holding Company’s business asites to secure for itself the continued avaitghdf his services; and

WHEREAS, for purposes of securing for the Holdingn@pany the Officer’'s continued services, the BadrDirectors of the
Holding Company (“Board”) has authorized the propficers of the Holding Company to enter into anemded and restated employment agreement
with the Officer on the terms and conditions settfterein; and

WHEREAS, the Officer is willing to make his sencavailable to the Holding Company on the termsamdlitions set forth herei

NOW, THEREFORE, in consideration of the premises lie mutual covenants and obligations hereina&eforth, the Holding
Company and the Officer hereby agree as follows:

Section 1 Employment.

The Holding Company hereby agrees to employ the@ffand the Officer hereby agrees to accept soghioyment, during the
period and upon the terms and conditions set farthis Agreement.

Section 2 Employment Perio.

(a) Except as otherwise provided in tkgseement to the contrary, the terms and conditafrthis Agreement shall be and
remain in effect during the period of employmerEr{iployment Period”) established under this sectiofhe Employment Period under this
Amended and Restated Employment Agreement shédirteeterm commencing on the date hereof and ermtinijovember 21, 2016, plus such
extensions as are provided pursuant to sectiond (s Agreement.




(b) On or as of July 1, 2014, and onofeach July 1 thereafter, the Employment Pestall be extended for one additional
year if and only if the Board shall have authoritieel extension of the Employment Period prior ty Juof such year and the Officer shall not have
notified the Holding Company prior to July 1 of Bugear that the Employment Period shall not bexseneled. If the Board shall not have authorized
the extension of the Employment Period prior ty Jubf any such year, or if the Officer shall hareen notice of nonextension to the Holding
Company prior to July 1 of such year, then the Eyplent Period shall not be extended pursuant sosection 2(b) at any time thereafter and shall
end on the last day of its term as then in effect.

(c) Upon the termination of the Officeemployment with the Holding Company, the extensiprovided pursuant to section 2
(b) shall cease (if such extensions have not poslyoceased).

(d) Notwithstanding anything herein te ttontrary, the Employment Period shall end anddtiieer's employment with the
Holding Company shall terminate on the date on tite Officer's employment with Flushing Bank tenaies.

Section 3 Title and Duties.

On the date on which the Employment Period comn®ribe Officer shall hold the position of Presidentl Chief Executive Office
of the Holding Company and shall be a member oBtbard with all of the powers and duties incidenstich positions under law and under the by-
laws of the Holding Company. During the EmploymBatiod, the Officer shall: (a) devote his fulsiness time and attention (other than during
weekends, holidays, vacation periods and periodiefts or approved leaves of absence) to thenbasiand affairs of the Holding Company and its
subsidiaries and use his best efforts to advareethrests of the Holding Company and its subs&saincluding reasonable periods of service as an
officer and/or board member of trade associatitresr related entities and charitable organizatiamsl (b) perform such reasonable additional duties
as may be assigned to him by or under the authofitiye Board. The Officer shall also serve agfficer and director of Flushing Bank (the “Bank”)
pursuant to the Amended and Restated Employmergehgent between the Officer and the Bank dated treeafate hereof (“Bank Employment
Agreement”). The Holding Company hereby acknowéetlipat the Officer's service under this Agreenstiatl not be deemed to materially interfere
with the Officer’'s performance under the Bank Enyph@nt Agreement or otherwise result in a breadh@Bank Employment Agreement. The
Officer shall have such authority as is necessagppropriate to carry out his duties under thise®gnent.

Section 4 Compensatiol.

In consideration for services rendered by the @ffiecnder this Agreement:




(a) The Holding Company shall pay to @féicer a salary at an annual rate equal to thatgreof (i) $869,400 or (ii) such
higher annual rate as may be prescribed by or uhdesuthority of the Board (the “Current SalaryThe Officer will undergo an annual salary and
performance review on or about January 1 of eaeh g@mmencing in 2014. The Current Salary payabtter this section 4 shall be paid in
approximately equal installments in accordance #ithHolding Company’s customary payroll practices.

(b) The Officer shall be eligible to peipate in any bonus plan maintained by the Holddawgnpany for its officers and
employees. If the Officer shall earn any bonusaurahy bonus plan of the Bank but such bonus sbabe paid by the Bank, the Holding Company
shall pay such bonus to the Officer.

Section 5 Employee Benefits and Other Compensa.

(@) Except as otherwise provided in tkigseement, the Officer shall, during the Employmeatiod, be treated as an employee
of the Holding Company and be entitled to partitéga and receive benefits under the Holding Comfsa@mployee benefit plans and programs, as
well as such other compensation plans or prograrhsther or not employee benefit plans or prograasjhe Holding Company may maintain from
time to time, in accordance with the terms and @@ of such employee benefit plans and prograntscompensation plans and programs and with
the Holding Company’s customary practices.

(b) The Holding Company shall provide @iicer with a suitable automobile for use in frerformance of the Offices’duties
hereunder and shall reimburse the Officer for gllemses incurred in connection therewith in acawedavith Holding Company policies (but in no
event later than the last day of the calendar yeat following the calendar year in which the exggswere incurred).

(c) The Officer shall be entitled, withdass of pay, to vacation time in accordance whih policies periodically established by
the Board for senior management officials of thédity Company, which shall in no event be less tloam weeks in each calendar year. Except as
provided in section 7(b), the Officer shall notebditled to receive any additional compensatiomftbe Holding Company on account of his failure to
take a vacation, nor shall he be entitled to acdatewnused vacation from one calendar year toidixé except to the extent authorized by the Board
for senior management officials of the Holding Cemyp.

(d) On May 27 of each of the years 2006ugh 2015, the Holding Company shall credit tmakkeeping account maintained
by the Holding Company (such Holding Company acteund the account established by the Bank undéinses(d) of the Bank Employment
Agreement, collectively, the “SERP Accoun#’supplemental retirement benefit of $50,000. Jupplemental retirement benefit shall be deemdx
invested in one or more of such investment fundaag be specified by the Holding Company with thesent of the Officer (“Investment Funds”), as
directed by the Officer from time to time, and t#icer's SERP Account shall be credited at leagtrterly with the earnings (or losses) on such
investments. Upon the Officer’s termination of doyment with the Holding Company and the Bank kgs@n of his death, or upon his voluntary
resignation without Good Reason, or upon his teation for “Cause” (as defined in section 8(b) aéthgreement), the amount then credited to the
Officer's SERP Account shall be paid by the Holdi®gmpany to the Officer (or in the case of his et his designated beneficiaries or, in the
absence of any designation, to his estate) infalocasp sum, and thereafter no additional amourdt ble credited to the Officer's SERP
Account. Upon the Officer’'s termination of emplognt with the Holding Company and the Bank by reasfaetirement (which shall mean
termination of employment at a time when the Offiiseeligible to receive an Early, Normal, or Pastpd Retirement Benefiunder the Bank’s
Retirement Plan), Disability (as defined in section 9(a)), wdiary resignation within one year following an etvthat constitutes Good Reason (as
defined in section 7(a)(i)), or discharge withoG&lse”, or in the event of the Officer's terminatmf employment for any reason following a Change
of Control, the Holding Company shall promptly gaythe Officer a cash lump sum equal to (i) $500,@Githout regard to the amount then credite
his SERP Account, or (ii) the amount then creditetlis SERP Account if such amount is greater 8&00,000. Upon such payment, no further
amount shall be payable under this section 5(dipje®t to Section 25(a), any amount payable urtderSection 5(d) shall be paid promptly, but in any
case within ninety days, following the Officer'sr@nation of employment.




(e) Subject to the limitations imposed3sction 409A of the Internal Revenue Code of 198@&mended (the “Code”), if and
to the extent that the Bank has not funded suckfiisrunder the Bank Employment Agreement, the HgldCompany shall fund in a “rabbi trust” on
an ongoing and current basis the supplementaéneéint benefit provided under section 5(d) herddfe Trustee of such “rabbi trust” shall be an
independent bank or trust company.

4] If any amounts deferred pursuantiis Agreement are found in a “determination” (witlhe meaning of Code Section
1313(a)) to have been includible in gross incoméhieyOfficer prior to payment of such amounts urtiesr Agreement due to a failure to comply with
the requirements of Code Section 409A, such amalval be immediately paid to the Officer, notwidraling any other provision of this Agreement
providing for deferral.

Section 6 Working Facilities and Expens.

The Officer’s principal place of employment shadl &t the executive offices of the Holding Compan@iieens County or Nassau
County, New York or at such other location uponahhtihe Holding Company and the Officer may mutuatiyee. The Holding Company shall
provide the Officer, at his principal place of emyphent, with a private office, stenographic sersiaad other support services and facilities cossist
with his position with the Holding Company and nesary or appropriate in connection with the perfamoe of his duties under this Agreement. The
Holding Company shall reimburse the Officer for bidinary and necessary business expenses, ingludithout limitation, travel and entertainment
expenses, incurred in connection with the perfogeanf his duties under this Agreement, upon presient to the Holding Company of an itemized
account of such expenses in such form as the Hpldompany may reasonably require. Such reimbunsens@all be made in accordance with
Holding Company policies (but in no event latertltiae last day of the calendar year next followtimg calendar year in which the expenses were
incurred).




Section 7 Termination with Holding Company Liabilit.

(a) In the event that the Officer's enypient with the Bank and/or the Holding Company Istesininate during the
Employment Period on account of:

0] the Officer’s voluntary resignatiorof employment with the Bank and the Holding Conmypaithin one year
following an event that constitutes “Good Reasaevhich is defined as:

(A) the failure of the Bank to elect orreelect the Officer to serve as its President@mef Executive
Officer and a member of its board of directorssaeh other position as the Officer consents to,hmidhe failure of the Holding
Company to elect or reelect the Officer to servésaBresident and Chief Executive Officer and aner of its Board, or such other
position as the Officer consents to hold;

(B) the failure of the Bank or the Holdi€@ompany to cure a material adverse change maderbthe
Officer’s functions, duties, or responsibilitieshis position with the Bank or the Holding Compargspectively, within sixty days
following written notice thereof from the Officer;

© the failure of the Bank or the Holgi€@ompany to maintain the Officer’s principal pladeemployment
at its executive offices in Queens County or Nas3aunty, New York or at such other location uporiclitthe Bank or the Holding
Company and the Officer may mutually agree;

(D) the failure of the Board to extend tBmployment Period within the times provided iotes 2(b) or the
failure of the Bank’s board of directors to extehd Employment Period under the Bank Employmene&grent within the times
provided in section 2(b) of such Agreement; prodideowever, that such failure shall not constitdteod Reason until the earlier of
30 days after any determination by the Board oB&ek’s board of directors that the Employment &&ghall not be so extended or
August 1 of such year;

(B) the failure of the Bank or the Holgi@ompany to cure a material breach of the Bankl&ynpent
Agreement or this Agreement by the Bank or the khglCompany, respectively, within sixty days follogy written notice thereof
from the Officer; or

F after a Change of Control, the falof any successor company to the Bank to assuenBahk
Employment Agreement or of any successor compatfyet¢iolding Company to assume this Agreement.

(ii) the discharge of the Officer by tBank or the Holding Company for any reason othant{h) for “Cause” as
defined in section 8(b) of this Agreement or (B3 tfficer's death or “Disability” as defined in siem 9(a) of this Agreement; or




(i) the Officer’s voluntary resignatidrom employment with the Bank and the Holding Campfor any reason
within the sixty-day period commencing six montbBdwing a Change of Control as defined in sectifn

then the Holding Company shall provide the bengiits pay to the Officer as liquidated damages theusts provided for under section 7(b).

(b) Upon the termination of the Officeemployment with the Bank and/or the Holding Compander circumstances
described in section 7(a), the Holding Companylgfe and provide to the Officer:

0] his earned but unpaid Current Saksof the date of termination, plus an amount pTéng any accrued but
unpaid vacation time and floating holidays, whichoaints shall be paid within thirty days of terminat and his earned but unpaid bonus for
the year prior to the year of termination, whicllsbe paid at the same time as bonuses for sumhaye paid to active employees;

(ii) (A) if the Officer’s termination afmployment occurs after a Change of Control, ar@t® portion of his bonus for
the year of termination, determined by multiplyithg amount of the bonus earned by the OfficerHergreceding calendar year by the
number of full months of employment during the yeatermination, and dividing by 12, which amouha&l be paid within thirty days of
termination; or (B) if the Officer’s termination employment occurs prior to a Change of Contrglarata portion of his bonus for the year
of termination, determined by multiplying the ambohthe bonus which would have been earned byfieer for the year of termination if
he had remained in employment through the endeoféar (but only to the extent of achievement efapplicable performance standards for
such year) by the number of full months of emplogtrauring the year of termination, and dividing 18, which amount shall be paid at the
same time as bonuses for such year are paid teeastiployees;

(iii) the benefits, if any, to which heeéntitled as a former employee under the Banlkdstha Holding Company’s
employee benefit plans and programs and compensaiaos and programs, which shall be paid in acwé with the terms of such plans
and programs;

(iv) continued health and welfare bergefibcluding group life, disability, medical andndal benefits), in addition to
that provided pursuant to section 7(b)(iii), to theéent necessary to provide coverage for the &ffior the Severance Period (as defined in
section 7(c)). Such benefits shall be providedugh the purchase of insurance, and shall be deuivim the health and welfare benefits
(including cost-sharing percentagegpyovided to active employees of the Bank and/ottblling Company (or any successor thereof) as
from time to time in effect during the Severanceidte Where the amount of such benefits is basesatary, they shall be provided to the
Officer based on the highest annual rate of Curaeiry achieved by the Officer during the Emplogirfeeriod. If the Officer had depend
coverage in effect at the time of his terminatiéemployment, he shall have the right to electdotmue such dependent coverage for the
Severance Period. The benefits to be providednthdeparagraph (iv) shall cease to the exterttghbstantially equivalent benefits are
provided to the Officer (and/or his dependentsalsubsequent employer of the Officer;




(v) if the Officer is age 55 or olderthé end of the Severance Period, he shall beeshtil elect coverage for himself
and his dependents under the Bank’s and the Holdargpany’s retiree medical and retiree life inseeaprograms. Such coverage, if
elected, shall commence upon the expiration oSe#neerance Period, without regard to whether the@ftommences his pension benefit at
such time, and shall continue for the life of eatkthe Officer and his spouse and for so long ascdris other covered dependents remain
eligible. The coverage and cost-sharing percermégfge Officer and his dependents under such progrshall be those in effect under such
programs on the date of the Officer's terminatibemployment with the Bank or the Holding Compaayd shall not be adversely modified
without the Officer’s written consent;

(vi) within thirty days following his terination of employment with the Bank or the Holdi@gmpany, a cash lump
sum payment in an amount equal to the Current palad bonus that the Officer would have earnedyaunssto sections 4(a) and 4(b),
respectively, if he had continued working for thelding Company and the Bank for the Severance Beifimr purposes of this paragraph,
amount of bonus shall be the highest bonus, if paid to the Officer by the Bank or the Holding Guany under section 4(b) of the Bank
Employment Agreement or this Agreement within three-year period prior to the date of terminatidime calculation of the amount payable
pursuant to this clause (vi) is set forth on Scleduhereto; and

(vii) within ninety days following his t@ination of employment with the Holding Company $och later date as
required by Section 25(a)), payment of the suppleaieetirement benefit to which he is entitledguant to Section 5(d) (after crediting to
SERP Account any amount which was required to bditad to the SERP Account pursuant to such seasasf the date of his termination of
employment but was not so credited).

The lump sum payable pursuant to clause (vi) af skeiction 7(b) is to be paid in lieu of all otheyments of Current Salary and bonus provided for
under this Agreement relating to the period follogvany such termination and shall be payable withooaof of damages and without regard to the
Officer’s efforts, if any, to mitigate damages. eTHolding Company and the Officer hereby stiputhtg the damages which may be incurred by the
Officer following any such termination of employnieme not capable of accurate measurement as ofbtedirst above written and that the payments
and benefits provided under this section 7(b) essonable under the circumstances as a combirgdtimuidated damages and severance

benefits. The Officer shall not be entitled to g@yment under this Agreement to make up for bentfat would have been earned under the Bank’s
Retirement Plan, 401(k) Savings Plan, and Suppleh8&avings Incentive Plan (SSIP), the Holding Camps 2005 Omnibus Incentive Plan had he
continued working for the Bank and the Holding Camyp for the Severance Period.

(©) For purposes of this section 7, theeBance Period means a period of 36 months.




Section 8 Termination for Cause or Volunta
Resignation Without Good Reas.

(a) In the event that the Officer's enyptent with the Holding Company shall terminate dgrihe Employment Period on
account of:
0] the discharge of the Officer by thelting Company for Cause; or
(ii) the Officer’s voluntary resignatiorom employment with the Holding Company for reasotter than those

constituting a Good Reason,;

then the Holding Company shall have no furthergailons under this Agreement, other than (A) thegnt to the Officer of his earned but unpaid
Current Salary as of the date of the terminatiohisfemployment, which amounts shall be paid withirty days of termination; (B) the provision of
such other benefits, if any, to which he is ertidess a former employee under the Bank’s and thdiriplCompany’s employee benefit plans and
programs and compensation plans and programs, whedhbe paid in accordance with the terms of qulahs and programs; and (C) the payment of
the supplemental retirement benefit to which heniitled pursuant to Section 5(d) (after creditiodnis SERP Account any amount which was reqt
to be credited to the SERP Account pursuant to sechion as of the date of his termination of epplent but was not so credited), which shall be
paid within ninety days of termination.

(b) For purposes of this Agreement, grent“Cause” means the Officer’s (i) willful failute perform his duties under this
Agreement or under the Bank Employment Agreemeditfaiture to cure such failure within sixty daydléaving written notice thereof from the
Holding Company or the Bank, or (ii) intentionalgagement in dishonest conduct in connection wistperformance of services for the Holding
Company or the Bank or conviction of a felony.

Section 9 Disability or Deatt.

(a) The Officer's employment with the Hiolg Company may be terminated for “Disability'tlife Officer shall become
disabled or incapacitated during the Employmeniolgo the extent that he has been unable to perfoe essential functions of his employment for
270 consecutive days. Upon a termination of empkmyt for “Disability”, the Holding Company shally#o the Officer in cash the following
percentages of his Current Salary under sectidrntiisAgreement, until the end of the Employmeati®d: 100% for the first six months, 75% for
next six months and 60% thereafter for the remaiténm, if any, of the Employment Period (lessachecase any benefits which may be payable to
the Officer under the provisions of disability inaoce coverage in effect for Bank and/or Holdingnpany employees), which shall be paid in
accordance with the Holding Company’s customaryghpractices. In addition the Officer shall reeea cash lump sum equal to (i) his earned but
unpaid bonus for the year prior to the year of teation, which shall be paid at the same time asibes for such year are paid to active employes
(i) the amount of the Officer’s supplemental retirent benefit to which he is entitled pursuantection 5(d) (after crediting to his SERP Accouny an
amounts which were required to be credited to BRI Account pursuant to section 5(d) as of the ofakés termination of employment but were not
so credited), which shall be paid within ninety slaf termination.




(b) In the event that the Officer's empteent with the Holding Company shall terminate dgrihe Employment Period on
account of death, the Holding Company shall proynfituit in any event within ninety days of the dateleath) pay the Officer's designated
beneficiaries or, failing any designation, his estacash lump sum payment equal to his earnednpatid Current Salary plus the amount of the
Officer's SERP Account as provided in section 5(ejter crediting to his SERP Account any amourttgcty were required to be credited to the SERP
Account pursuant to section 5(d) as of the dat@tieath but were not so credited). In additibe,Holding Company shall pay the Officer's
designated beneficiaries or, failing any desigmatios estate his earned but unpaid bonus foréhe grior to the year of termination, which shal b
paid at the same time as bonuses for such yeaaiaddo active employees.

(c) In the event of the Officer’s termiiio& of employment on account of death or Disapititior to a Change of Control, the
Compensation Committee of the Bank or of the Hgdompany may, in its sole discretion, award thigc®f a bonus for the year of termination, in
an amount determined by such Committee eitheredtitiie of termination of employment or at the tibmmuses to active employees are awarded, in
which case the Holding Company shall pay such bémtise Officer or, in the event of death, his dasied beneficiaries or estate, as the case may be
promptly (but in any event within thirty days) afteis awarded. In the event of the Officer'snémation of employment on account of death or
Disability after a Change of Control, the Holdingr@pany shall promptly (but in any event within thidays after termination) pay the Officer or, in
the event of death, his designated beneficiariestate, as the case may be, a pro rata portibis donus for the year of termination, determingd b
multiplying the amount of the bonus earned by tffic€r for the preceding calendar year by the nundféull months of employment during the year
of termination, and dividing by 12.

Section 10 Change of Contrc.

For purposes of this Agreement, the term “Changeaftrol” means:

(@) the acquisition of all or substaryialll of the assets of the Bank or the Holding @amy by any person or entity, or by any
persons or entities acting in concert;

(b) the occurrence of any event if, immégly following such event, a majority of the mesnb of the Board of Directors of t
Bank or the Holding Company or of any successopa@tion shall consist of persons other than Cafviambers (for these purposes, a “Current
Member” shall mean any member of the Board of Dinexcof the Bank or the Holding Company as of Jyl2005 and any successor of a Current
Member whose nomination or election has been agprby a majority of the Current Members then onBbard of Directors);

(c) the acquisition of beneficial ownepstdirectly or indirectly (as provided in Rule :3dbf the Securities Exchange Act of
1934 (the “Act”),or any successor rule), of 25% or more of the wdahbined voting power of all classes of stockhef Bank or the Holding Compau
by any person or group deemed a person under 8€&ial)(3) of the Act; or




(d) approval by the stockholders of tt@Bor the Holding Company of an agreement progidiar the merger or
consolidation of the Bank or the Holding Companyhvéinother corporation where the stockholders ®Bhank or the Holding Company, immediately
prior to the merger or consolidation, would not éfially own, directly or indirectly, immediatelfter the merger or consolidation, shares entitling
such stockholders to 50% or more of the total comtbivoting power of all classes of stock of thevstimg corporation.

Section 11 Excise Tax Gros-up.

In the event that the Officer becomes entitledrte or more payments (with a “payment” includingthout limitation, the vesting of
an option or other non-cash benefit or propertyethar pursuant to the terms of this Agreement gragher plan, arrangement or agreement with the
Bank or the Holding Company or any affiliated compar from or pursuant to the terms of the Flushtitancial Corporation Employee Benefit
Trust) (the “Total Payments”), which are or becasubject to the tax imposed by Section 4999 of thdeJor any similar tax that may hereafter be
imposed) (the “Excise Tax"), the Holding Companglspay to the Officer at the time specified belawadditional amount (the “Gross-up Payment”)
(which shall include, without limitation, reimbursent for any penalties and interest that may adcruespect of such Excise Tax) such that the net
amount retained by the Officer, after reductiondny Excise Tax (including any penalties or intetkereon) on the Total Payments and any federal,
state and local income or employment tax and ExEéseon the Gross-up Payment provided for by tbidisn 11, but before reduction for any federal,
state or local income or employment tax on the MB&yments, shall be equal to the sum of (a) thalRayments, and (b) an amount equal to the
product of any deductions disallowed for federtd{esor local income tax purposes because of tiesion of the Gross-up Payment in the Officer’s
adjusted gross income multiplied by the highestieaple marginal rate of federal, state or localbime taxation, respectively, for the calendar year
which the Gross-up Payment is to be made.

For purposes of determining whether any of the [Teé&yments will be subject to the Excise Tax aredaimount of such Excise Tax,

0] the Total Payments shall be treatetipmrachute payments” within the meaning of Sec#80G(b)(2) of the Code,
and all “excess parachute paymemtéthin the meaning of Section 280G(b)(1) of the Eathall be treated as subject to the Excise Tdgss
and except to the extent that, in the written apirdf independent compensation consultants or ensdif nationally recognized standing
selected by the Holding Company and reasonablypéaike to the Officer (“Independent Auditors”), thetal Payments (in whole or in part)
do not constitute parachute payments, or such sxggschute payments (in whole or in part) reptasasonable compensation for services
actually rendered within the meaning of Section@@9(4) of the Code in excess of the base amouhimihe meaning of Section 280G(b)
(3) of the Code or are otherwise not subject tobkeise Tax,
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(ii) the amount of the Total Paymentseathshall be treated as subject to the Excise Talk lsé equal to the lesser of
(A) the total amount of the Total Payments or (8) amount of excess parachute payments within #aning of Section 280G(b)(1) of the
Code (after applying clause (i) above), and

(iii) the value of any non-cash beneditsany deferred payment or benefit shall be deteethby the Holding
Company'’s Independent Auditors appointed pursuanlause (i) above in accordance with the prinsigieSections 280G(d)(3) and (4) of
the Code.

For purposes of determining the amount of the GupsBayment, the Officer shall be deemed (A) tofeagral income taxes at the
highest marginal rate of federal income taxatiantfi@ calendar year in which the Gross-up Paynsettt be made; (B) to pay any applicable state and
local income taxes at the highest marginal rat@uadtion for the calendar year in which the GrogRayment is to be made, net of the maximum
reduction in federal income taxes which could b&inted from deduction of such state and local téfqeaid in such year (determined without regard
to limitations on deductions based upon the amofitiie Officer’s adjusted gross income); and (Chawe otherwise allowable deductions for federal,
state and local income tax purposes at least equabse disallowed because of the inclusion ofGhaess-up Payment in the Officer’s adjusted gross
income. In the event that the Excise Tax is subsety determined to be less than the amount takeraccount hereunder at the time the Gross-up
Payment is made, the Officer shall repay to thedihgl Company at the time that the amount of sudheon in Excise Tax is finally determined (but,
if previously paid to the taxing authorities, noiop to the time the amount of such reduction femeed to the Officer or otherwise realized as raeffie
by the Officer) the portion of the Gross-up Payrtéat would not have been paid if such Excise Tad lieen applied in initially calculating the Gross-
up Payment, plus interest on the amount of sucaiyrapnt at the rate provided in Section 1274(b)(RyfBhe Code. In the event that the Excise Ti
determined to exceed the amount taken into acdweneunder at the time the Gross-up Payment is ifiaclading by reason of any payment the
existence or amount of which cannot be determitédeatime of the Gross-up Payment), the Holdingh@any shall make an additional Gross-up
Payment in respect of such excess (plus any intanespenalties payable with respect to such exegedke time that the amount of such excess is
finally determined (but in no event later than &ma of the calendar year next following the calen@ar in which the Officer remits the related ts)xe

The Gross-up Payment provided for above shall Ik grathe thirtieth day (or such earlier date asEbkcise Tax becomes due and
payable to the taxing authorities) after it hasrba@etermined that the Total Payments (or any pottiereof) are subject to the Excise Tax (but in no
event later than the end of the calendar yearfodigiving the calendar year in which the Officemiés the related taxes); providetowever, that if
the amount of such Gross-up Payment or portioretifarannot be finally determined on or before i@y, the Holding Company shall pay to the
Officer on such day an estimate, as determined&yHblding Company Independent Auditors appointed pursuant to cléuséove, of the minimu
amount of such payments and shall pay the remawofdarch payments (together with interest at the paovided in Section 1274(b)(2)(B) of the
Code), as soon as the amount thereof can be degsmin the event that the amount of the estimpéganents exceeds the amount subsequently
determined to have been due, such excess amogethé&r with interest at the rate provided in Secfia74(b)(2)(B) of the Code, shall be repaid by
Officer to the Holding Company within five (5) dagfter notice from the Holding Company of such deieation. If more than one Gross-up
Payment is made, the amount of each Gross-up Payhaihbe computed so as not to duplicate any @ross-up Payment. The Holding Company
shall have the right to control all proceedingswite Internal Revenue Service that may arise imeoction with the determination and assessment of
any Excise Tax and, at its sole option, the Holddmgnpany may pursue or forego any and all admatist appeals, proceedings, hearings and
conferences with any taxing authority in respectwath Excise Tax (including any interest or pemalthereon); providechowever, that the Holding
Company'’s control over any such proceedings stealimited to issues with respect to which a Gros$2ayment would be payable hereunder and the
Officer shall be entitled to settle or contest affyer issue raised by the Internal Revenue Seoriegy other taxing authority. The Officer shall
cooperate with the Holding Company in any procegslirelating to the determination and assessmeantyoExcise Tax and shall not take any position
or action that would materially increase the amafrany Gross-up Payment hereunder.
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Section 12 No Effect on Employee Bene
Plans or Compensation Progra.

Except as expressly provided in this Agreementtehaination of the Officer's employment during tleem of this Agreement or
thereafter, whether by the Holding Company or tgy@fficer, shall have no effect on the rights abtigations of the parties hereto under the Holding
Company’s employee benefit plans or programs orpasation plans or programs (whether or not empldgmefit plans or programs) that the
Holding Company may maintain from time to time.

Section 13 Successors and Assig.

This Agreement will inure to the benefit of andtideding upon the Officer, his legal representatiaed estate or intestate
distributees, and the Holding Company and its sssmes and assigns, including any successor by mergensolidation or a statutory receiver or any
other person or firm or corporation to which allsmbstantially all of the assets and businesseoHibiding Company may be sold or otherwise
transferred.

Section 14 Notices.

Any communication to a party required or permittedier this Agreement, including any notice, dittidesignation, consent,
instruction, objection or waiver, shall be in wmigiand shall be deemed to have been given at suetes it is delivered personally, or five dayraft
mailing if mailed, postage prepaid, by registeredestified mail, return receipt requested, add¥dgs such party at the address listed below suett
other address as one such party may by writtecespecify to the other party:

If to the Officer:

John R. Burat
(address)
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If to the Holding Company
Flushing Financial Corporatic
1979 Marcus Avenue, Suite E140

Lake Success, New York 11042
Attention: Secretary

Section 15 Severability.

A determination that any provision of this Agreemisrinvalid or unenforceable shall not affect tadidity or enforceability of any
other provision hereof.

Section 16 Waiver.

Failure to insist upon strict compliance with ariyhe terms, covenants or conditions hereof shalbe deemed a waiver of such
term, covenant, or condition. A waiver of any gsien of this Agreement must be made in writingsigeated as a waiver, and signed by the party
against whom its enforcement is sought. Any waorerelinquishment of any right or power hereunateany one or more times shall not be deemed a
waiver or relinquishment of such right or poweray other time or times.

Section 17 Counterpart:.

This Agreement may be executed in two or more @patts, each of which shall be deemed an origamal,all of which shall
constitute one and the same Agreement.

Section 18 Governing Law.

This Agreement shall be governed by and constronddeaforced in accordance with the laws of theeSthNew York, without
reference to conflicts of law principles.

Section 19 Headings.

The headings of sections in this Agreement aredorvenience of reference only and are not intendegialify the meaning of any
section. Any reference to a section number sbédrito a section of this Agreement, unless otressiated.

Section 20 Entire Agreement; Modificatior.

This instrument contains the entire agreementefpturties relating to the subject matter hereofsamérsedes in its entirety any and
all prior agreements, understandings or repredgentatelating to the subject matter hereof, inatgdhe Employment Agreement dated as of January
22, 2001, as amended and restated effective agyo1,J2005 and further amended and restated oerker 5, 2008, by and between the Holding
Company and the Officer, other than the Bank Emplexyt Agreement. No modifications of this Agreemsmll be valid unless made in writing and
signed by the parties hereto.
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Section 21 Funding.

The Holding Company has agreed to fund certaitsadbligations to the Officer under this Agreemiera “rabbi trust”; provided,
however, that all assets used by the Holding Compafund its obligations shall be part of the gahassets of the Holding Company and shall be
subject to all claims of the Holding Company’s dtex.

Section 22 Guarantet.

The Holding Company guarantees the payment by &mk Bf any and all benefits and compensation tekthe Officer is entitled
under the Bank Employment Agreement.

Section 23 Non-duplication.

In the event that the Officer shall perform sersiéar the Bank or any other direct or indirect sdiasy of the Holding Company, ai
compensation or benefits provided to the Officesbgh other employer shall be applied to offsetatbiggations of the Holding Company hereunder, it
being intended that this Agreement set forth thgregate compensation and benefits payable to tfieeOfor all services to the Holding Company
all of its direct or indirect subsidiaries. Thefioér hereby acknowledges that if any payment nadeenefit provided by the Holding Company under
this Agreement is also required to be made or pexvby the Bank under the Bank Employment Agreenserch payment or benefit by the Holding
Company under this Agreement shall offset the paymexjuired to be made or benefit required to loeiged by the Bank under the Bank
Employment Agreement.

Section 24 Required Regulatory Provisio.

Notwithstanding any other provision of this Agreern® the contrary, any payments made to the Qfficesuant to this Agreement
or otherwise are subject to and conditioned upeir tompliance with 12 U.S.C. section 1828(k) any segulations promulgated thereunder.

Section 25 Compliance with Code Section 409

(@) Notwithstanding the provisions oftsats 5(d), 7, 8, 9 and 11, if the Officer is aafied employee within the meaning of
Section 409A of the Internal Revenue Code of 188Gmended (“Section 409Ags determined by the Board in accordance with légtien made b
the Holding Company for determining specified enyples, any amounts payable under sections 5(d), 970811 (and any other payments to whict
Officer may be entitled) which constitute “defermmmpensation” within the meaning of Section 4094 avhich are otherwise scheduled to be paid
during the first six months following the Officertermination of employment (other than any paymémis are permitted under Section 409A to be
paid within six months following termination of etopment of a specified employee) shall be suspemaéitithe six-month anniversary of the
Officer’s termination of employment (or the Offitedeath if sooner), at which time all paymentd there suspended shall be paid to the Officer (or
his estate) in a lump sum, together with interestach suspended payment at the prime rate (adedpio the Wall Street Journal) from the date of
suspension to the date of payment.
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(b) Payment or reimbursement of eaclefiiusiness expense payments or other reimburseedied for by this Agreement
with respect to any calendar year shall not atfeetamount eligible for payment or reimbursemerarig other calendar year, and such payments and
reimbursements may not be exchanged for cash dhemloenefit.

(c) A termination of employment shall i@t deemed to have occurred for purposes of anggiwa of this Agreement
providing for the payment of any amounts or besefijton or following a termination of employmentesd such termination is also a “separation from
service” (within the meaning of Code Section 409A).

(d) For purposes of Section 409A, eagmmEnt under sections 5(d), 7, 8, 9 or 11 (and etlobr severance plan payment) will
be treated as a separate payment.

(e) It is intended that this Agreemeninpty with the provisions of Section 409A and thgulations and guidance of general
applicability issued thereunder so as to not sultjexOfficer to the payment of additional interast taxes under Section 409A, and in furtheraiice o
this intent, this Agreement shall be interpretgerated and administered in a manner consistehtthgise intentions.
IN WITNESS WHEREOF, the parties have signed thisekgnent as of the day and year first above written.
FLUSHING FINANCIAL CORPORATION

By: /s/ Maria A. Grasso

Name: Maria A. Grasso
Title: Executive Vice President & COO

/s/ John R. Buran
John R. Buran
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Schedule A

Calculation of Amount Payable pursuant to Sectig), Clause (vi)
Assuming Termination of Employment December 1, 2013

(1)Current Salary is greater of
(a) $869,400
(b) annual salary in effect

$ 869,400
(2)Bonus is greatest of bonus paid in last 3 ybafere termination
(a) $357,000 (2012 bonus)
(b) $380,222 (2011 bonus)
(c) $423,130 (2010 bonus)
$423,130

(3)Amount Payable (36 month Severance Period)
3 times [(1)+(2)] $3,877,590




Exhibit 10.3 Amended and Restated Employment Agreeent between Flushing Bank and Maria A. Grass

FLUSHING BANK
AMENDED AND RESTATED EMPLOYMENT AGREEMENT

AMENDED AND RESTATED EMPLOYMENT AGREEMENT (“Agreems”) entered into as of July 15, 2013, by and bet
Flushing Bank, a commercial bank organized andtiegisinder New York State law and having its exieeubffices at 1979 Marcus Avenue, Si
E140, Lake Success, New York 11042 (the “Bank™}l Bfaria A. Grasso, residing at (address) (“Offiger”

WITNESSETH:

WHEREAS, the Bank and the Officer are parties t&carployment Agreement dated as of May 1, 2006 aneinaled and restated
December 5, 2008 (the “Original Employment Agreetfjeand

WHEREAS, the Bank considers the availability of @i#icer’s services to be important to the successful mamageand conduct
the Bank’s business and desires to secure fof fteehvailability of her services; and

WHEREAS, for purposes of securing for the Bank@fficer’s services, the Board of Directors of thark (“Board”)has authorize
the proper officers of the Bank to enter into arpkryment agreement with the Officer on the termd eonditions set forth herein; and

WHEREAS, the Officer is willing to make her sengcavailable to the Bank on the terms and conditsatigorth herein;

NOW, THEREFORE, in consideration of the premised e mutual covenants and obligations hereinageérforth, the Bank al
the Officer hereby agree as follows:

Section 1 Employment.

The Bank hereby agrees to employ the Officer, &edQfficer hereby agrees to accept such employndeniag the period and up
the terms and conditions set forth in this Agreetmen

Section 2 Employment Perio.

(@) Except as otherwise provided in thigeement to the contrary, the terms and conditiwhthis Agreement shall be &
remain in effect during the period of employmenErffployment Period”)established under this section 2. The EmploymesttoB under thi
Amended and Restated Employment Agreement shaibiba term commencing on the date hereof and endindNovember 21, 2015, plus s!
extensions as are provided pursuant to sectiondhjs Agreement.




(b) On or as of July 1, 2014, and on®pofeach July 1 thereafter, the Employment Pestall be extended for one additic
year if and only if the Board shall have authoritlee extension of the Employment Period prior tty Juof such year and the Officer shall not
notified the Bank prior to July 1 of such year ttis#g Employment Period shall not be so extendéthelBoard shall not have authorized the exter
of the Employment Period prior to July 1 of anytsyear, or if the Officer shall have given notidenonextension to the Bank prior to July 1 of <
year, then the Employment Period shall not be @ddrpursuant to this section 2(b) at any time tiféee and shall end on the last day of its ter
then in effect.

(c) Upon the termination of the Office’employment with the Bank, the extensions provigadsuant to section 2(b) st
cease (if such extensions have not previously c@ase

(d) Notwithstanding anything herein te ttontrary, the Employment Period shall end andQffecer's employment with tt
Bank shall terminate on the date on which the @ffcemployment with Flushing Financial Corporatterminates.

Section 3 Title and Duties.

On the date on which the Employment Period comnmenitee Officer shall hold the position of ExecutiVeee President/Chi
Operating Officer and Corporate Secretary of thelkBaDuring the Employment Period, the Officer sh&h) devote her full business time
attention (other than during weekends, holidaysatian periods and periods of illness or approesdés of absence) to the business and affaire
Bank and use her best efforts to advance the Bainkérests, including reasonable periods of sereis an officer and/or board member of t
associations, their related entities and charitaldanizations; and (b) perform such reasonablé&ieddl duties as may be assigned to him by or t
the authority of the Board. The Officer shall haueh authority as is necessary or appropriatary out her duties under this Agreement.

Section 4 Compensatiol.

In consideration for services rendered by the @ffiecnder this Agreement:

(a) The Bank shall pay to the Officertasy at an annual rate equal to the greater &4@)7,573 or (ii) such higher annual |
as may be prescribed by or under the authorith@fBoard (the “Current Salary”)he Officer will undergo an annual salary and pemiance revie\
on or about January 1 of each year commencing i®.20he Current Salary payable under this secficghall be paid in approximately eq
installments in accordance with the Bank’s custgnparyroll practices.

(b) The Officer shall be eligible to peipate in any bonus plan maintained by the Bamktfoofficers and employees.




Section 5 Employee Benefits and Other Compensa.

(a) Except as otherwise provided in thisgeement, the Officer shall, during the Employmeatiod, be treated as an empilc
of the Bank and be entitled to participate in andeive benefits under the Baskémployee benefit plans and programs, as welluak sthe
compensation plans or programs (whether or not @yepl benefit plans or programs), as the Bank magtaia from time to time, in accordance w
the terms and conditions of such employee benkiditspand programs and compensation plans and jpnegiad with the Bank’s customary practices.

(b) The Bank shall provide the Officerthva suitable automobile for use in the performanfcthe Officers duties hereund
and shall reimburse the Officer for all expensesiired in connection therewith in accordance wigmBpolicies (but in no event later than the lag
of the calendar year next following the calendaryie which the expenses were incurred).

(c) The Officer shall be entitled, witlidass of pay, to vacation time in accordance i policies periodically established
the Board for senior management officials of thelBavhich shall in no event be less than four weieksach calendar year. Except as provide
section 7(b), the Officer shall not be entitled¢oeive any additional compensation from the Bamlaacount of her failure to take a vacation, nail
she be entitled to accumulate unused vacation fencalendar year to the next except to the extethiorized by the Board for senior managel
officials of the Bank.

Section 6 Working Facilities and Expens.

The Officer’s principal place of employment shall be at thécef of the Bank in Nassau County or Queens ColNgy; York or a
such other location upon which the Bank and théc®ffmay mutually agree. The Bank shall provide @fficer, at her principal place of employm:
with a private office, stenographic services anldeptsupport services and facilities consistent viign position with the Bank and necessar
appropriate in connection with the performanceefduties under this Agreement. The Bank shathbeirse the Officer for her ordinary and neces
business expenses, including, without limitatisay¢l and entertainment expenses, incurred in aiomewith the performance of her duties under
Agreement, upon presentation to the Bank of anitedh account of such expenses in such form as tiek Bnay reasonably require. S
reimbursements shall be made in accordance wittk Palicies (but in no event later than the last dayhe calendar year next following the calel
year in which the expenses were incurred).

Section 7 Termination with Bank Liability.
(@) In the event that the Officer's enypient with the Bank shall terminate during the Emypient Period on account of:
0] the Officers voluntary resignation from employment with thenBawithin one year following an event tl

constitutes “Good Reason,” which is defined as:




(A) the failure of the Bank to elect ar reelect the Officer to serve as its ExecutiveeVRresident/Chi
Operating Officer and Corporate Secretary, or sathbr position as the Officer consents to hold;

(B) the failure of the Bank to cure a er@l adverse change made by the Bank in the @fficeinctions
duties, or responsibilities in her position witke tBank within sixty days following written notickdreof from the Officer;

© the failure of the Bank to maintafre tOfficer’s principal place of employment at its offices iadda
County or Queens County, New York or at such ofihestion upon which the Bank and the Officer maytunally agree;

(D) the failure of the Board to extend tRmployment Period within the times provided it 2(b)
provided, however, that such failure shall not ¢ttt Good Reason until the earlier of 30 daysradiny determination by the Bo:
that the Employment Period shall not be so extemdetligust 1 of such year;

(B) the failure of the Bank to cure a em@l breach of this Agreement by the Bank withirtys days
following written notice thereof from the Officeor

F after a Change of Control (as defime&ection 10), the failure of any successor campa the Bank t
assume this Agreement.

(ii) the discharge of the Officer by tBank for any reason other than (A) for “Causs”defined in section 8(b) or |
the Officer’s death or “Disability” as defined irction 9(a); or

(i) the Officers voluntary resignation from employment with thenBdor any reason within the sixty day pel
commencing six months following a Change of Contimbefined in section 10;

then the Bank shall provide the benefits and pahedOfficer as liquidated damages the amountsigeohfor under section 7(b).

(b) Upon the termination of the Officeemployment with the Bank under circumstancesriest in section 7(a), the Ba
shall pay and provide to the Officer:

0] her earned but unpaid Current Saksyof the date of termination, plus an amount sspréng any accrued t
unpaid vacation time and floating holidays, whichoaints shall be paid within thirty days of terminat and her earned but unpaid bonu:
the year prior to the year of termination, whiclalsbe paid at the same time as bonuses for sumhaye paid to active employees;




(ii) (A) if the Officers termination of employment occurs after a Charfgeomtrol, a pro rata portion of her bonus
the year of termination, determined by multiplyitige amount of the bonus earned by the Officer lier preceding calendar year by
number of full months of employment during the ye&termination, and dividing by 12, which amouhgl be paid within thirty days
termination; or (B) if the Offices termination of employment occurs prior to a CleaafyControl, a pro rata portion of her bonus fa yea
of termination, determined by multiplying the ambohthe bonus which would have been earned byOffieer for the year of termination
she had remained in employment through the enldeof¢ar (but only to the extent of achievemenhefdpplicable performance standard:
such year) by the number of full months of emplogtduring the year of termination, and dividing 1%, which amount shall be paid at
same time as bonuses for such year are paid teeatiployees;

(iii) the benefits, if any, to which sieentitled as a former employee under the Bsugthployee benefit plans ¢
programs and compensation plans and programs, whahbe paid in accordance with the terms of qulahs and programs;

(iv) continued health and welfare bergefincluding group life, disability, medical andrdal benefits), in addition
that provided pursuant to section 7(b)(iii), to #went necessary to provide coverage for the @ffior the Severance Period (as define
section 7(c)). Such benefits shall be providedugh the purchase of insurance, and shall be eguivio the health and welfare bene
(including costsharing percentages) provided to active employééseoBank (or any successor thereof) as from tionéme in effect durin
the Severance Period. Where the amount of suctfiteis based on salary, they shall be providethéoOfficer based on the highest an
rate of Current Salary achieved by the Officer digithe Employment Period. If the Officer had defeam coverage in effect at the time of
termination of employment, she shall have the rightlect to continue such dependent coveragehtoSeverance Period. The benefits t
provided under this paragraph (iv) shall ceaseht éxtent that substantially equivalent benefits mrovided to the Officer (and/or |
dependents) by a subsequent employer of the Officer

(v) if the Officer is age 55 or olderthé end of the Severance Period, she shall bdeehtit elect coverage for hers
and her dependents under the Banieétiree medical and retiree life insurance pnograSuch coverage, if elected, shall commence tip
expiration of the Severance Period, without regardihether the Officer commences her pension beaeBuch time, and shall continue
the life of each of the Officer and her spouse famdso long as any of her other covered dependesttsain eligible. The coverage and cost-
sharing percentage of the Officer and her depesdemder such programs shall be those in effectrusuleh programs on the date of
Officer’s termination of employment with the Baradqd shall not be adversely modified without thei€ifs written consent; and

(vi) within thirty days following her terination of employment with the Bank, a cash lummgayment in an amot
equal to the Current Salary and bonus that thee@ffivould have earned pursuant to sections 4(a}té)d respectively, if she had contini
working for the Bank for the Severance Period (igsiuch bonus on the highest bonus, if any, pafedfficer by the Bank under section 4
(b) within the three-year period prior to the datéermination.




The lump sum payable pursuant to clause (vi) of sieiction 7(b) is to be paid in lieu of all othelyments of Current Salary and bonus provide
under this Agreement relating to the period follogviany such termination and shall be payable witipooof of damages and without regard to
Officer's efforts, if any, to mitigate damages. The Bank #he Officer hereby stipulate that the damage&hwimay be incurred by the Offic
following any such termination of employment are¢ napable of accurate measurement as of the dateafiove written and that the payments
benefits provided under this section 7(b) are neakle under the circumstances as a combinatioigwitiated damages and severance benefits
Officer shall not be entitled to any payment untés Agreement to make up for benefits that wouddenbeen earned under the BanRetiremer

Plan, 401(k) Savings Plan, and Supplemental Savingsntive Plan (SSIP), and the Flushing Finan€alporation (“Holding Company”R00¢
Omnibus Incentive Plan had she continued workimgife Bank for the Severance Period.

(c) For purposes of section 7, the Sewegd&eriod means a period of 24 months.

Section 8 Termination for Cause or Volunta
Resignation Without Good Reas.

(a) In the event that the Officer's enypieent with the Bank shall terminate during the Emypient Period on account of:
0] the discharge of the Officer by thar for Cause; or
(ii) the Officers voluntary resignation from employment with thenBdor reasons other than those constituti

Good Reason;

then the Bank shall have no further obligationseurttlis Agreement, other than (A) the payment e@fficer of her earned but unpaid Current St
as of the date of the termination of her employmetiich amounts shall be paid within thirty dayste@fmination; and (B) the provision of such o

benefits, if any, to which she is entitled as anfer employee under the Baskémployee benefit plans and programs and compengalieins an
programs, which shall be paid in accordance wiéhtéims of such plans and programs.

(b) For purposes of this Agreement, themt “Cause” means the Officer'personal dishonesty, incompetence, w
misconduct, breach of fiduciary duty involving pamal profit, intentional failure to perform stateldties, willful violation of any law, rule,
regulation (other than traffic violations or sinmilaffenses) or final cease-and-desist order, oerr@tbreach of any provision of this Agreement.




Section 9 Disability or Deatt.

(a) The Officer's employment with the Bamay be terminated for “Disability” if the Officer shall become disabled
incapacitated during the Employment Period to tkierg that she has been unable to perform the gaks&mctions of her employment for 2
consecutive days, subject to the Offiseright to receive from the Bank following her témation due to Disability the following percentagafshel
Current Salary under section 4 of this Agreemd@0% for the first six months, 75% for the nextsignths and 60% thereafter for the remaining
of the Employment Period (less in each case angflierwhich may be payable to the Officer under ghevisions of disability insurance coverag
effect for Bank employees), which shall be paiddcordance with the Barktustomary payroll practices. In addition, théig@f shall receive a ca
lump sum equal to her earned but unpaid bonush®rear prior to the year of termination, whichlsha paid at the same time as bonuses for
year are paid to active employees.

(b) In the event that the Officeemployment with the Bank shall terminate durimg Employment Period on account of de
the Bank shall promptly (but in any event withimefly days of the date of death) pay the Offelesignated beneficiaries or, failing any designg
her estate a cash lump sum payment equal to heecaut unpaid Current Salary. In addition, thelBshall pay the Offices designated beneficiar
or, failing any designation, her estate her eatmgdunpaid bonus for the year prior to the yeateafmination, which shall be paid at the same tiig
bonuses for such year are paid to active employees.

(c) In the event of the Officertermination of employment on account of deatBisability prior to a Change of Control, 1
Compensation Committee of the Bank may, in its stideretion, award the Officer a bonus for the yafatermination, in an amount determinec
such Committee either at the time of terminatiorwiployment or at the time bonuses to active engesyare awarded, in which case the Bank
pay such bonus to the Officer or, in the eventesdtt, her designated beneficiaries or estate easate may be, promptly (but in any event withirtyt
days) after it is awarded. In the event of theig@ffs termination of employment on account of deatBisability after a Change of Control, the Bi
shall promptly (but in any event within thirty dagfter termination) pay the Officer or, in the evefdeath, her designated beneficiaries or esta
the case may be, a pro rata portion of her bonuthéoyear of termination, determined by multiplyithe amount of the bonus earned by the Office
the preceding calendar year by the number of folhtins of employment during the year of terminatamd dividing by 12.

Section 10 Change of Contrc.

For purposes of this Agreement, the term “Changeaftrol” means:

(a) the acquisition of all or substaryialll of the assets of the Bank or Flushing Finah€orporation (“Holding Company”
by any person or entity, or by any persons oriestécting in concert;




(b) the occurrence of any event if, immégly following such event, a majority of the mesnb of the Board of Directors of
Bank or the Holding Company or of any successopa@tion shall consist of persons other than Curkéambers (for these purposes, @ufren
Member”shall mean any member of the Board of DirectorthefBank or the Holding Company as of July 18, 2806 any successor of a Curi
Member whose nomination or election has been agprby a majority of the Current Members then onBbard of Directors);

(c) the acquisition of beneficial ownepstdirectly or indirectly (as provided in Rule :3dof the Securities Exchange Act
1934 (the “Act”),or any successor rule), of 25% or more of the twahbined voting power of all classes of stockhef Bank or the Holding Compa
by any person or group deemed a person under 8€&ial)(3) of the Act; or

(d) approval by the stockholders of thanB or the Holding Company of an agreement progidiar the merger «
consolidation of the Bank or the Holding Companyhvdnother corporation where the stockholders @Bhnk or the Holding Company, immedia
prior to the merger or consolidation, would not &fégially own, directly or indirectly, immediatelgfter the merger or consolidation, shares ent
such stockholders to 50% or more of the total covedbivoting power of all classes of stock of thevstimg corporation.

Section 11 No Effect on Employee Bene
Plans or Compensation Prograr

Except as expressly provided in this Agreement,ténmination of the Offices employment during the term of this Agreemet
thereafter, whether by the Bank or by the Officdmall have no effect on the rights and obligatiohshe parties hereto under the Bakmploye
benefit plans or programs or compensation plansregrams (whether or not employee benefit plangrograms) that the Bank may maintain fi
time to time.

Section 12 Successors and Assig.

This Agreement will inure to the benefit of and biding upon the Officer, her legal representatiaesl estate or intest
distributees, and the Bank and its successors ssigre, including any successor by merger or catet@n or a statutory receiver or any other pe
or firm or corporation to which all or substantjadlll of the assets and business of the Bank maplakor otherwise transferred.

Section 13 Notices.

Any communication to a party required or permittggtler this Agreement, including any notice, dir@ttidesignation, conse
instruction, objection or waiver, shall be in wngi and shall be deemed to have been given at 8uehas it is delivered personally, or five day®t
mailing if mailed, postage prepaid, by registeredertified mail, return receipt requested, addedg® such party at the address listed below suel
other address as one such party may by writtecespecify to the other party:




If to the Officer:

Maria A. Grasso
(address)

If to the Bank:
Flushing Bank
1979 Marcus Avenue, Suite E140
Lake Success, New York 11042
Attention: Secretary of the Bank

Section 14 Severability.

A determination that any provision of this Agreemisninvalid or unenforceable shall not affect traidity or enforceability of ar
other provision hereof.

Section 15 Waiver.

Failure to insist upon strict compliance with arfytle terms, covenants or conditions hereof shatllbe deemed a waiver of si
term, covenant, or condition. A waiver of any gsian of this Agreement must be made in writingsigeated as a waiver, and signed by the |
against whom its enforcement is sought. Any wadrerelinquishment of any right or power hereunaieany one or more times shall not be deen
waiver or relinquishment of such right or poweray other time or times.

Section 16 Counterpart:.

This Agreement may be executed in two or more aparts, each of which shall be deemed an origarad, all of which she
constitute one and the same Agreement.

Section 17 Governing Law.

This Agreement shall be governed by and constraeldeaforced in accordance with (i) the laws of 8tate of New York, withol
reference to conflicts of law principles, and Ggderal law, to the extent such law preempts Nevk Yaw.

Section 18 Headings.

The headings of sections in this Agreement aredovenience of reference only and are not intetdegualify the meaning of a
section. Any reference to a section number sbédrito a section of this Agreement, unless otressiated.




Section 19 Entire Agreement; Modificatior.

This instrument contains the entire agreement efpdirties relating to the subject matter hereofsamkrsedes in its entirety any
all prior agreements, understandings or representatelating to the subject matter hereof, inatgdihe Employment Agreement dated as of M
2006, as amended and restated on December 8, BPGB)d between the Bank and the Officer. No modifons of this Agreement shall be vi
unless made in writing and signed by the partiestbe

Section 20 Funding.

The Bank may elect in its sole discretion to fuldapart of its obligations to the Officer undiais Agreement; provided, howev

that should it elect to do so, all assets acquigethe Bank to fund its obligations shall be pdrthe general assets of the Bank and shall be sutz
all claims of the Bank’s creditors.

Section 21 Regulatory Actior.

(a) Notwithstanding any other provisidntlois Agreement to the contrary, this Section Balisapply at all times during t
Employment Period.

(b) If the Officer is suspended and/anperarily prohibited from participating in the cardd of the affairs of the Bank by
notice served under 12 U.S.C. 1818(e)(3) and (gjkE) Banks obligations to the Officer under this Agreemdmlsbe suspended as of the dat
such service unless such service is stayed by ppate proceedings. If the charges in such nareedismissed, the Bank shall (i) pay the OffidE
of the compensation withheld while the Baskbligations under this Agreement were so suspkratel (ii) reinstate in whole any of its obligaiotc
the Officer which were suspended.

(c) If the Officer is removed and/or pamently prohibited from participating in the contot the Banks affairs by an ord
issued under 12 U.S.C. 1818(e)(4) or (g)(1), dligattions of the Bank to the Officer under this Agment shall terminate as of the effective dathe
order, other than vested rights of the partiesusmrtias of such effective date, which shall notfiecsed.

(d) If the Bank is in default (as definedsection 3(x)(1) of the Federal Deposit Insumnct), all obligations of the Ba
under this Agreement shall terminate as of the dagich default, but this Section 21(d) shall affééct any vested rights of the Officer accrueat
such date of default.

(e) All obligations of the Bank underdifigreement shall be terminated, except to theneités determined by the appropri
banking regulator that continuation of the Agreetiemecessary to the continued operation of thekBé) at the time the Federal Deposit Insur:
Corporation enters into an agreement to provides@see to or on behalf of the Bank under the aitthgontained in Section 13(c) of the Fed
Deposit Insurance Act; or (ii) at the time the agpiate banking regulator approves a supervisomgargo resolve problems related to operation €
Bank or when the Bank is determined by the appatg@tdanking regulator to be in an unsafe or unseondition; provided, however, that this Sec
21(e) shall not affect any vested rights of thei€aif accrued as of such date of termination.
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4] Any payments made to the Officer uanst to this Agreement or otherwise are subjecarid conditioned upon thi
compliance with 12 U.S.C. § 1828(k) and any regaitest promulgated thereunder.

Section 22. Compliance withd€ Section 409A

(a) Notwithstanding the provisions oftimts 7, 8 and 9, if the Officer is a specified éoype within the meaning of Sect|
409A of the Internal Revenue Code of 1986, as ae@IiftSection 409A")as determined by the Board in accordance with kbetien made by tt
Bank for determining specified employees, any an®payable under sections 7, 8 or 9 (and any @agments to which the Officer may be entit
which constitute “deferred compensatiomithin the meaning of Section 409A and which ateeolvise scheduled to be paid during the first sonths
following the Officers termination of employment (other than any paymehat are permitted under Section 409A to be paibin six month
following termination of employment of a specifietnployee) shall be suspended until the six-monthivansary of the Offices termination ¢
employment (or the Offices’ death if sooner), at which time all payments tate suspended shall be paid to the Officer (oektate) in a lump su
together with interest on each suspended paymeahegtrime rate (as reported in the Wall Streetrda) from the date of suspension to the da
payment.

(b) Payment or reimbursement of eacthefliusiness expense payments or other reimburseicediad for by this Agreeme
with respect to any calendar year shall not affieetamount eligible for payment or reimbursemerdny other calendar year, and such payment
reimbursements may not be exchanged for cash dhemloenefit.

(c) A termination of employment shall no¢ deemed to have occurred for purposes of anyigwa of this Agreeme
providing for the payment of any amounts or besefjion or following a termination of employmentesd such termination is alsoseparation frot
service” (within the meaning of Code Section 409A).

(d) For purposes of Section 409A, eachnmnt under sections 7, 8 or 9 (and each otherraeve plan payment) will |
treated as a separate payment.

(e) It is intended that this Agreementnpty with the provisions of Section 409A and thgulations and guidance of gent
applicability issued thereunder so as to not sultfer Officer to the payment of additional interastl taxes under Section 409A, and in furtheraf
this intent, this Agreement shall be interpretgerated and administered in a manner consistehtthse intentions.

Signature Page Follows
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IN WITNESS WHEREOF, the parties have signed thiseggnent as of the day and year first above written.

FLUSHING BANK

By: /s/ John R. Buran

Name: John R. Buran
Title: President & C.E.O.

/s/ Maria A. Grasso
Maria A. Grasso
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Exhibit 10.4 Amended and Restated Employment Agreeent between Flushing Financial Corporation and Mara A. Grasso
FLUSHING FINANCIAL CORPORATION
AMENDED AND RESTATED EMPLOYMENT AGREEMENT
AMENDED AND RESTATED EMPLOYMENT AGREEMENT (“Agreem#”) entered into as of July 15, 2013, by and betwe
Flushing Financial Corporation, a Delaware corgorahaving its executive offices at 1979 Marcus Awe, Suite E140, Lake Success, New York

11042 (the “Holding Company”), and Maria A. Grasssiding at (address) (“Officer”).

WITNESSETH:

WHEREAS, the Holding Company and the Officer ardipa to an Employment Agreement dated as of M&006 and amended
and restated on December 5, 2008 (the “Original lBympent Agreement”); and

WHEREAS, the Holding Company considers the avditgtnf the Officer’'s services to be important teetsuccessful management
and conduct of the Holding Company’s business asites to secure for itself the availability of kervices; and

WHEREAS, for purposes of securing for the Holdingn@any the Officer’s continued services, the BadrBirectors of the
Holding Company (“Board”) has authorized the propficers of the Holding Company to enter into amptoyment agreement with the Officer on the
terms and conditions set forth herein; and

WHEREAS, the Officer is willing to make her sendcavailable to the Holding Company on the termsaordlitions set forth herei

NOW, THEREFORE, in consideration of the premises tlie mutual covenants and obligations hereinagéeforth, the Holding
Company and the Officer hereby agree as follows:

Section 1 Employment.

The Holding Company hereby agrees to employ the@ffand the Officer hereby agrees to accept soghioyment, during the
period and upon the terms and conditions set farthis Agreement.

Section 2 Employment Perio.

(a) Except as otherwise provided in thggeement to the contrary, the terms and conditiointhis Agreement shall be &
remain in effect during the period of employmenErfiployment Period”)established under this section 2. The EmploymesttoB under thi
Amended and Restated Employment Agreement shalbiba term commencing on the date hereof and endm@ovember 21, 2015, plus sI
extensions as are provided pursuant to sectiond (s Agreement.




(b) On or as of July 1, 2014, and on®pofeach July 1 thereafter, the Employment Pestall be extended for one additic
year if and only if the Board shall have authoritlee extension of the Employment Period prior tty Juof such year and the Officer shall not
notified the Holding Company prior to July 1 of Bugear that the Employment Period shall not bextengled. If the Board shall not have author
the extension of the Employment Period prior toy Julof any such year, or if the Officer shall hayigen notice of nonextension to the Holc
Company prior to July 1 of such year, then the Exyiplent Period shall not be extended pursuant sodction 2(b) at any time thereafter and
end on the last day of its term as then in effect.

(c) Upon the termination of the Officeeémployment with the Holding Company, the extensiprovided pursuant to section 2
(b) shall cease (if such extensions have not poslyoceased).

(d) Notwithstanding anything herein te ttontrary, the Employment Period shall end andQffecer's employment with tt
Holding Company shall terminate on the date on tite Officer's employment with Flushing Bank tenaies.

Section 3 Title and Duties.

On the date on which the Employment Period comneribe Officer shall hold the position of ExecutiWiee President/Chief
Operating Officer and Corporate Secretary of thédlig Company with all of the powers and dutiesdeat to such position under law and under the
by-laws of the Holding Company. During the EmplamhPeriod, the Officer shall: (a) devote her fulkiness time and attention (other than during
weekends, holidays, vacation periods and periodiefts or approved leaves of absence) to thenbasiand affairs of the Holding Company and its
subsidiaries and use her best efforts to advarcetérests of the Holding Company and its subselaincluding reasonable periods of service as an
officer and/or board member of trade associatitresr related entities and charitable organizatiamsl (b) perform such reasonable additional duties
as may be assigned to her by or under the authafritye Board. The Officer shall also serve asfficer of Flushing Bank (the “Bank”) pursuant to
the Amended and Restated Employment Agreement betttee Officer and the Bank dated as of the datedfi€‘Bank Employment
Agreement”). The Holding Company hereby acknowéetiipat the Officer's service under this Agreenstiatl not be deemed to materially interfere
with the Officer’'s performance under the Bank Enyph@nt Agreement or otherwise result in a breadh@Bank Employment Agreement. The
Officer shall have such authority as is necessagppropriate to carry out her duties under thiseggent.

Section 4 Compensatiol.

In consideration for services rendered by the @ffiender this Agreement:




(a) The Holding Company shall pay to @#icer a salary at an annual rate equal to thatgreof (i) $467,573 or (ii) su
higher annual rate as may be prescribed by or uth@eauthority of the Board (the “Current SalaryThe Officer will undergo an annual salary
performance review on or about January 1 of eadr gemmencing in 2014. The Current Salary payalplder this section 4 shall be paic
approximately equal installments in accordance #ithHolding Company’s customary payroll practices.

(b) The Officer shall be eligible to peipate in any bonus plan maintained by the Hold@gmpany for its officers al
employees. If the Officer shall earn any bonuseurahy bonus plan of the Bank but such bonus sioalbe paid by the Bank, the Holding Comg
shall pay such bonus to the Officer.

Section 5 Employee Benefits and Other Compensa.

(a) Except as otherwise provided in thisgeement, the Officer shall, during the Employmeatiod, be treated as an empilc
of the Holding Company and be entitled to partitépa@ and receive benefits under the Holding Comfmemployee benefit plans and program
well as such other compensation plans or progravhetber or not employee benefit plans or programs)he Holding Company may maintain fi
time to time, in accordance with the terms and @@ of such employee benefit plans and prograntscompensation plans and programs and
the Holding Company’s customary practices.

(b) The Holding Company shall provide @#icer with a suitable automobile for use in ferformance of the Offices’dutie
hereunder and shall reimburse the Officer for aflemses incurred in connection therewith in acamdavith Holding Company policies (but in
event later than the last day of the calendar yeat following the calendar year in which the exggswere incurred).

(c) The Officer shall be entitled, witlidass of pay, to vacation time in accordance g policies periodically established
the Board for senior management officials of thédity Company, which shall in no event be less tftam weeks in each calendar year. Exce
provided in section 7(b), the Officer shall notdrgitled to receive any additional compensatiomftbe Holding Company on account of her failur
take a vacation, nor shall she be entitled to actati® unused vacation from one calendar year toéxé except to the extent authorized by the B
for senior management officials of the Holding Cemyp.

Section 6 Working Facilities and Expens.

The Officer’s principal place of employment shadl &t the offices of the Holding Company in Nassaur@y or Queens County,
New York or at such other location upon which th@dihg Company and the Officer may mutually agréée Holding Company shall provide t
Officer, at her principal place of employment, wétiprivate office, stenographic services and ashipport services and facilities consistent with her
position with the Holding Company and necessargppropriate in connection with the performanceefduties under this Agreement. The Holding
Company shall reimburse the Officer for her ordynand necessary business expenses, including, wrilingitation, travel and entertainment expen
incurred in connection with the performance of theties under this Agreement, upon presentatiohédHolding Company of an itemized account of
such expenses in such form as the Holding Compayyreasonably require. Such reimbursements shatidde in accordance with Holding
Company policies (but in no event later than tts¢ ¢y of the calendar year next following the wdbe year in which the expenses were incurred).




Section 7 Termination with Holding Company Liabilit.

(a) In the event that the Officeremployment with the Bank and/or the Holding Conypahall terminate during t
Employment Period on account of:

0] the Officer’s voluntary resignatiorofm employment with the Bank and the Holding Comypaithin one year
following an event that constitutes “Good Reasaevhich is defined as:

(A) the failure of the Bank to elect orreelect the Officer to serve as its ExecutiveeViigesident/Chief
Operating Officer and Corporate Secretary, or saitbkr position as the Officer consents to holdherfailure of the Holding
Company to elect or reelect the Officer to serviésaBxecutive Vice President/Chief Operating Géfiand Corporate Secretary, or
such other position as the Officer consents to;hold

(B) the failure of the Bank or the Holdi€@ompany to cure a material adverse change maderbthe
Officer’s functions, duties, or responsibilitieshier position with the Bank or the Holding Compargspectively, within sixty days
following written notice thereof from the Officer;

© the failure of the Bank or the Holgi€ompany to maintain the Officer’s principal plademployment
at its offices in Nassau County or Queens Coungw Nork or at such other location upon which theBar the Holding Company
and the Officer may mutually agree;

(D) the failure of the Board to extend tBmployment Period within the times provided iotes 2(b) or the
failure of the Bank’s board of directors to extehd Employment Period under the Bank EmploymeneAgrent within the times
provided in section 2(b) of such Agreement; prodideowever, that such failure shall not constitdteod Reason until the earlier of
30 days after any determination by the Board oBhek’s board of directors that the Employment &&ghall not be so extended or
August 1 of such year;

(B) the failure of the Bank or the Holgi@ompany to cure a material breach of the Bankl&ynpent
Agreement or this Agreement by the Bank or the khglCompany, respectively, within sixty days follogy written notice thereof
from the Officer; or




F after a Change of Control (as defimregection 10), the failure of any successor camgga the Bank to
assume the Bank Employment Agreement or of anyesisoe company to the Holding Company to assumeitiisement.

(ii) the discharge of the Officer by tBank or the Holding Company for any reason othant{h) for “Cause” as
defined in section 8(b) of this Agreement or (B3 tfficer's death or “Disability” as defined in siem 9(a) of this Agreement; or

(i) the Officer’s voluntary resignatidrom employment with the Bank and the Holding Campfor any reason
within the sixty-day period commencing six montbBdwing a Change of Control as defined in sectifn

then the Holding Company shall provide the bengiitd pay to the Officer as liquidated damages theuats provided for under section 7(b).

(b) Upon the termination of the Officeremployment with the Bank and/or the Holding Conypander circumstanc
described in section 7(a), the Holding Companylgiet and provide to the Officer:

0] her earned but unpaid Current Saterpf the date of termination, plus an amount ssTeng any accrued but
unpaid vacation time and floating holidays, whichoaints shall be paid within thirty days of terminat and her earned but unpaid bonus for
the year prior to the year of termination, whiclalsbe paid at the same time as bonuses for suehaye paid to active employees;

(ii) (A) if the Officer’s termination afmployment occurs after a Change of Control, arg@t® portion of her bonus for
the year of termination, determined by multiplythg amount of the bonus earned by the OfficerHergreceding calendar year by the
number of full months of employment during the yeatermination, and dividing by 12, which amouh&l be paid within thirty days of
termination; or (B) if the Officer’s termination employment occurs prior to a Change of Contrglarata portion of her bonus for the year
of termination, determined by multiplying the ambohthe bonus which would have been earned byfieer for the year of termination if
she had remained in employment through the enldeoj¢ar (but only to the extent of achievemenhefdpplicable performance standards
such year) by the number of full months of emplogtrauring the year of termination, and dividing 18, which amount shall be paid at the
same time as bonuses for such year are paid teeaatiployees;

(iii) the benefits, if any, to which sheentitled as a former employee under the Bankéstae Holding Company’s
employee benefit plans and programs and compensaiaas and programs, which shall be paid in acwwd with the terms of such plans
and programs;




(iv) continued health and welfare bergefibcluding group life, disability, medical andndal benefits), in addition to
that provided pursuant to section 7(b)(iii), to theéent necessary to provide coverage for the &ffior the Severance Period (as defined in
section 7(c)). Such benefits shall be providedugh the purchase of insurance, and shall be deuivio the health and welfare benefits
(including cost-sharing percentagegpyovided to active employees of the Bank and thiliig Company (or any successor thereof) as from
time to time in effect during the Severance Peridéhere the amount of such benefits is based @msahey shall be provided to the Officer
based on the highest annual rate of Current Salgrieved by the Officer during the Employment RPebritf the Officer had dependent
coverage in effect at the time of her terminatibermployment, she shall have the right to electdotinue such dependent coverage for the
Severance Period. The benefits to be providednthdeparagraph (iv) shall cease to the exterttghbstantially equivalent benefits are
provided to the Officer (and/or her dependents lsyibsequent employer of the Officer;

(v) if the Officer is age 55 or oldertaé end of the Severance Period, she shall béeehtit elect coverage for herself
and her dependents under the Bank’s and the Hol@amgpany’s retiree medical and retiree life inseeprograms. Such coverage, if
elected, shall commence upon the expiration oSnerance Period, without regard to whether the@ftommences her pension benefit at
such time, and shall continue for the life of eatthe Officer and her spouse and for so long gsodimer of her covered dependents remain
eligible. The coverage and cost-sharing percermmégfee Officer and her dependents under such progrshall be those in effect under such
programs on the date of the Officer’s terminatibemployment with the Bank or the Holding Compaawyd shall not be adversely modified
without the Officer’s written consent; and

(vi) within thirty days following her tarination of employment with the Bank or the Holdi@gmpany, a cash lump
sum payment in an amount equal to the Current palad bonus that the Officer would have earnedyauntsto sections 4(a) and 4(b),
respectively, if she had continued working for Helding Company and the Bank for the SeveranceoBékhiasing such bonus on the highest
bonus, if any, paid to the Officer by the Bankime Holding Company under section 4(b) of the BampByment Agreement or this
Agreement within the three-year period prior to da¢e of termination.

The lump sum payable pursuant to clause (vi) af skiction 7(b) is to be paid in lieu of all othayments of Current Salary and bonus provided for
under this Agreement relating to the period follogveny such termination and shall be payable witpoaof of damages and without regard to the
Officer’s efforts, if any, to mitigate damages. eTHolding Company and the Officer hereby stiputhtg the damages which may be incurred by the
Officer following any such termination of employnieme not capable of accurate measurement as ofbtedirst above written and that the payments
and benefits provided under this section 7(b) essonable under the circumstances as a combirdgdtimuidated damages and severance

benefits. The Officer shall not be entitled to @ayment under this Agreement to make up for ben#fat would have been earned under the Bank’s
Retirement Plan, 401(k) Savings Plan, and Suppleh8&avings Incentive Plan (SSIP), the Holding Camps 2005 Omnibus Incentive Plan had she
continued working for the Bank and the Holding Camyp for the Severance Period.




(c) For purposes of this section 7, tegeBance Period means a period of 24 months.

Section 8 Termination for Cause or Volunta
Resignation Without Good Reas.

(@) In the event that the Officeemployment with the Holding Company shall terrténduring the Employment Period
account of:
0] the discharge of the Officer by thelting Company for Cause; or
(ii) the Officer’s voluntary resignatidrom employment with the Holding Company for reesother than those

constituting a Good Reason;

then the Holding Company shall have no furthergailons under this Agreement, other than (A) thament to the Officer of her earned but unpaid
Current Salary as of the date of the terminatiohesfemployment, which amounts shall be paid withirty days of termination; and (B) the provision
of such other benefits, if any, to which she istlat as a former employee under the Bank’s andHiblding Company’s employee benefit plans and
programs and compensation plans and programs, whedhbe paid in accordance with the terms of qulahs and programs.

(b) For purposes of this Agreement, #rent “Cause” means the Officer({i) willful failure to perform her duties undenig
Agreement or under the Bank Employment Agreemedt faiture to cure such failure within sixty daydléeving written notice thereof from tl
Holding Company or the Bank, or (ii) intentionalgagement in dishonest conduct in connection withgegformance of services for the Hold
Company or the Bank or conviction of a felony.

Section 9 Disability or Deatt.

(@) The Officer's employment with the Himlg Company may be terminated for “Disabilitif’the Officer shall becon
disabled or incapacitated during the Employmentdéeo the extent that she has been unable to merioe essential functions of her employmen
270 consecutive days, subject to the Offisgight to receive from the Holding Company follogiher termination due to Disability the follow
percentages of her Current Salary under sectidritliDAgreement: 100% for the first six month§% for the next six months and 60% thereafte
the remaining term of the Employment Period (lesgach case any benefits which may be payableet®fficer under the provisions of disabi
insurance coverage in effect for Bank and/or HgdBompany employees), which shall be paid in acwed with the Holding Compars/customar
payroll practices. In addition, the Officer shediceive a cash lump sum equal to her earned butidiignus for the year prior to the yea
termination, which shall be paid at the same timbanuses for such year are paid to active empdoyee




(b) In the event that the Officeremployment with the Holding Company shall terrtenduring the Employment Period
account of death, the Holding Company shall proyfitiut in any event within ninety days of the dafedeath) pay the Offices’ designate
beneficiaries or, failing any designation, her st cash lump sum payment equal to her earnedrpatid Current Salary. In addition, the Holc
Company shall pay the Officardesignated beneficiaries or, failing any designaher estate her earned but unpaid bonus foyebeprior to the ye
of termination, which shall be paid at the sameetas bonuses for such year are paid to active gegso

(c) In the event of the Officertermination of employment on account of deatBisability prior to a Change of Control,
Compensation Committee of the Bank or of the Hgd@ompany may, in its sole discretion, award théc@&f a bonus for the year of termination
an amount determined by such Committee eithereatithe of termination of employment or at the tibenuses to active employees are awarde
which case the Holding Company shall pay such bomtise Officer or, in the event of death, her deated beneficiaries or estate, as the case m
promptly (but in any event within thirty days) afté is awarded. In the event of the Officeitermination of employment on account of deal
Disability after a Change of Control, the Holdingr@pany shall promptly (but in any event within thidays after termination) pay the Officer or
the event of death, her designated beneficiariestate, as the case may be, a pro rata portiberdbonus for the year of termination, determing
multiplying the amount of the bonus earned by tlfiicér for the preceding calendar year by the nundidull months of employment during the y
of termination, and dividing by 12.

Section 10 Change of Contrc.

For purposes of this Agreement, the term “Changearftrol” means:

(a) the acquisition of all or substaryialll of the assets of the Bank or the Holding @amy by any person or entity, or by .
persons or entities acting in concert;

(b) the occurrence of any event if, immggly following such event, a majority of the mesnd of the Board of Directors of 1
Bank or the Holding Company or of any successopa@tion shall consist of persons other than Curkéambers (for these purposes, @ufren
Member”shall mean any member of the Board of DirectorthefBank or the Holding Company as of July 18, 2806 any successor of a Curi
Member whose nomination or election has been agprby a majority of the Current Members then onBbard of Directors);

(c) the acquisition of beneficial ownepstdirectly or indirectly (as provided in Rule :3dof the Securities Exchange Act
1934 (the “Act”),or any successor rule), of 25% or more of the twdahbined voting power of all classes of stockhaf Bank or the Holding Compa
by any person or group deemed a person under 8€@{d)(3) of the Act; or




(d) approval by the stockholders of thanB or the Holding Company of an agreement progidiar the merger «
consolidation of the Bank or the Holding Companyhvdnother corporation where the stockholders @Bhnk or the Holding Company, immedia
prior to the merger or consolidation, would not &fégially own, directly or indirectly, immediatelgfter the merger or consolidation, shares ent
such stockholders to 50% or more of the total comtbivoting power of all classes of stock of thevstimg corporation.

Section 11 Excise Tax Gros-up.

In the event that the Officer becomes entitledrte or more payments (with a “payment” includingthout limitation, the vesting of
an option or other non-cash benefit or propertyethér pursuant to the terms of this Agreement gragher plan, arrangement or agreement with the
Bank or the Holding Company or any affiliated compar from or pursuant to the terms of the Flushtitancial Corporation Employee Benefit
Trust) (the “Total Payments”), which are or becasubject to the tax imposed by Section 4999 of tierhal Revenue Code of 1986, as amended (the
“Code”) (or any similar tax that may hereafter bgosed) (the “Excise Tax")he Holding Company shall pay to the Officer attihge specified belo
an additional amount (the “Gross-up Paymentiith shall include, without limitation, reimbursent for any penalties and interest that may acier
respect of such Excise Tax) such that the net atmetained by the Officer, after reduction for d@wcise Tax (including any penalties or interest
thereon) on the Total Payments and any federaé atad local income or employment tax and Excisedrathe Grossip Payment provided for by tt
section 11, but before reduction for any fedetatesor local income or employment tax on the TB&yments, shall be equal to the sum of (a) the
Total Payments, and (b) an amount equal to theystaaf any deductions disallowed for federal, statocal income tax purposes because of the
inclusion of the Gross-up Payment in the Officextusted gross income multiplied by the highestiepple marginal rate of federal, state or local
income taxation, respectively, for the calendar yeavhich the Gross-up Payment is to be made.

For purposes of determining whether any of the [Teé&yments will be subject to the Excise Tax aredaimount of such Excise Tax,

0] the Total Payments shall be treatetipmrachute payments” within the meaning of Sec#80G(b)(2) of the Code,
and all “excess parachute paymemtéthin the meaning of Section 280G(b)(1) of the Eathall be treated as subject to the Excise Tdgss
and except to the extent that, in the written apirdf independent compensation consultants or ensdif nationally recognized standing
selected by the Holding Company and reasonablypéaike to the Officer (“Independent Auditors”), thetal Payments (in whole or in part)
do not constitute parachute payments, or such sxggschute payments (in whole or in part) reptasasonable compensation for services
actually rendered within the meaning of Section@@9(4) of the Code in excess of the base amouhimihe meaning of Section 280G(b)
(3) of the Code or are otherwise not subject tobkeise Tax,

(ii) the amount of the Total Paymentseathshall be treated as subject to the Excise Talk lsé equal to the lesser of
(A) the total amount of the Total Payments or (8 &mount of excess parachute payments within #animg of Section 280G(b)(1) of the
Code (after applying clause (i) above), and




(i) the value of any non-cash benefiteany deferred payment or benefit shall be detegthby the Holding
Company'’s Independent Auditors appointed pursuanlause (i) above in accordance with the prinsigieSections 280G(d)(3) and (4) of
the Code.

For purposes of determining the amount of the GupsBayment, the Officer shall be deemed (A) tofeasral income taxes at the
highest marginal rate of federal income taxatiartfie calendar year in which the Gross-up Paynsettt be made; (B) to pay any applicable state and
local income taxes at the highest marginal rateuddtion for the calendar year in which the GrogRayment is to be made, net of the maximum
reduction in federal income taxes which could b&imied from deduction of such state and local téfqesid in such year (determined without regard
to limitations on deductions based upon the amofitite Officer’s adjusted gross income); and (Chawe otherwise allowable deductions for federal,
state and local income tax purposes at least equabse disallowed because of the inclusion ofGhess-up Payment in the Officer’s adjusted gross
income. In the event that the Excise Tax is subsetly determined to be less than the amount takeraccount hereunder at the time the Gross-up
Payment is made, the Officer shall repay to thediigl Company at the time that the amount of sudhieion in Excise Tax is finally determined (but,
if previously paid to the taxing authorities, noiop to the time the amount of such reduction fsmeed to the Officer or otherwise realized as raeffie
by the Officer) the portion of the Gross-up Payntéat would not have been paid if such Excise Tax Ireen applied in initially calculating the Gross-
up Payment, plus interest on the amount of suciyrapnt at the rate provided in Section 1274(b)(R)Bhe Code. In the event that the Excise Ti
determined to exceed the amount taken into acdweneunder at the time the Gross-up Payment is ifiraclading by reason of any payment the
existence or amount of which cannot be determitédeatime of the Gross-up Payment), the Holdingh@any shall make an additional Gross-up
Payment in respect of such excess (plus any intanespenalties payable with respect to such exeg¢dke time that the amount of such excess is
finally determined (but in no event later than émel of the calendar year next following the calerny@ar in which the Officer remits the related ts)xe

The Gross-up Payment provided for above shall Ik grathe thirtieth day (or such earlier date asEbhcise Tax becomes due and
payable to the taxing authorities) after it hasrb@éetermined that the Total Payments (or any pottiereof) are subject to the Excise Tax (but in no
event later than the end of the calendar year fodigtving the calendar year in which the Officemiés the related taxes); providedowever, that if
the amount of such Gross-up Payment or portioretifearannot be finally determined on or before i@y, the Holding Company shall pay to the
Officer on such day an estimate, as determined®&Hblding Company Independent Auditors appointed pursuant to cléyséove, of the minimu
amount of such payments and shall pay the remawfdarch payments (together with interest at tie paovided in Section 1274(b)(2)(B) of the
Code), as soon as the amount thereof can be dettmin the event that the amount of the estimpégtnents exceeds the amount subsequently
determined to have been due, such excess amogethé& with interest at the rate provided in Secfia74(b)(2)(B) of the Code, shall be repaid by
Officer to the Holding Company within five (5) dagter notice from the Holding Company of such deieation. If more than one Gross-up
Payment is made, the amount of each Gross-up Pawhathbe computed so as not to duplicate any @iess-up Payment. The Holding Company
shall have the right to control all proceedingswite Internal Revenue Service that may arise imeoction with the determination and assessment of
any Excise Tax and, at its sole option, the Holddmgnpany may pursue or forego any and all admatis# appeals, proceedings, hearings and
conferences with any taxing authority in respectwath Excise Tax (including any interest or peralthereon); providechowever, that the Holding
Company'’s control over any such proceedings stealimited to issues with respect to which a Grogs$2ayment would be payable hereunder and the
Officer shall be entitled to settle or contest attyer issue raised by the Internal Revenue Seoriegy other taxing authority. The Officer shall
cooperate with the Holding Company in any procegslirtlating to the determination and assessmearyoExcise Tax and shall not take any position
or action that would materially increase the amairgny Gross-up Payment hereunder.
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Section 12 No Effect on Employee Bene
Plans or Compensation Progra.

Except as expressly provided in this Agreementtehaination of the Officer's employment during tleem of this Agreement or
thereafter, whether by the Holding Company or tgy@fficer, shall have no effect on the rights abtigations of the parties hereto under the Holding
Company’s employee benefit plans or programs orpasation plans or programs (whether or not empldgmefit plans or programs) that the
Holding Company may maintain from time to time.

Section 13 Successors and Assig.

This Agreement will inure to the benefit of andbbeding upon the Officer, her legal representatied estate or intestate
distributees, and the Holding Company and its sssmes and assigns, including any successor by mergensolidation or a statutory receiver or any
other person or firm or corporation to which allsmbstantially all of the assets and businesseoHibiding Company may be sold or otherwise
transferred.

Section 14 Notices.

Any communication to a party required or permittedier this Agreement, including any notice, dittidesignation, consent,
instruction, objection or waiver, shall be in wmigiand shall be deemed to have been given at suetes it is delivered personally, or five dayraft
mailing if mailed, postage prepaid, by registeredestified mail, return receipt requested, add¥dgs such party at the address listed below suett
other address as one such party may by writtecespecify to the other party:

If to the Officer:

Maria A. Grass(
(address)
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If to the Holding Company
Flushing Financial Corporatic
1979 Marcus Avenue, Suite E140

Lake Success, New York 11042
Attention: Corporate Secretary

Section 15 Severability.

A determination that any provision of this Agreemisrinvalid or unenforceable shall not affect tadidity or enforceability of any
other provision hereof.

Section 16 Waiver.

Failure to insist upon strict compliance with ariyhe terms, covenants or conditions hereof shalbe deemed a waiver of such
term, covenant, or condition. A waiver of any gsien of this Agreement must be made in writingsigeated as a waiver, and signed by the party
against whom its enforcement is sought. Any waorerelinquishment of any right or power hereunateany one or more times shall not be deemed a
waiver or relinquishment of such right or poweray other time or times.

Section 17 Counterpart:.

This Agreement may be executed in two or more @patts, each of which shall be deemed an origamal,all of which shall
constitute one and the same Agreement.

Section 18 Governing Law.

This Agreement shall be governed by and constronddeaforced in accordance with the laws of theeSthNew York, without
reference to conflicts of law principles.

Section 19 Headings.

The headings of sections in this Agreement aredorvenience of reference only and are not intendegialify the meaning of any
section. Any reference to a section number sbédrito a section of this Agreement, unless otressiated.

Section 20 Entire Agreement; Modificatior.

This instrument contains the entire agreementefpturties relating to the subject matter hereofsamérsedes in its entirety any and
all prior agreements, understandings or repredgentatelating to the subject matter hereof, inatigdihe Employment Agreement dated as of May 1,
2006, as amended and restated on December 5, (Ap@8d between the Holding Company and the Offiotrer than the Bank Employment
Agreement. No modifications of this Agreement kbalvalid unless made in writing and signed byghgies hereto.
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Section 21 Funding.

The Holding Company may elect in its sole discreto fund all or a part of its obligations to th&i€er under this Agreement;
provided, however, that should it elect to do dloassets acquired by the Holding Company to fusdbligations shall be part of the general asslets
the Holding Company and shall be subject to alhtsaof the Holding Company’s creditors.

Section 22 Guarantet.

The Holding Company guarantees the payment by émk Bf any and all benefits and compensation tekthe Officer is entitled
under the Bank Employment Agreement.

Section 23 Non-duplication.

In the event that the Officer shall perform sersiéar the Bank or any other direct or indirect sdiasy of the Holding Company, ai
compensation or benefits provided to the Officesbgh other employer shall be applied to offsetatbiggations of the Holding Company hereunder, it
being intended that this Agreement set forth thgregate compensation and benefits payable to tfieeOfor all services to the Holding Company
all of its direct or indirect subsidiaries. Thefioér hereby acknowledges that if any payment nadeenefit provided by the Holding Company under
this Agreement is also required to be made or pexvby the Bank under the Bank Employment Agreenserch payment or benefit by the Holding
Company under this Agreement shall offset the paymexjuired to be made or benefit required to loeiged by the Bank under the Bank
Employment Agreement.

Section 24 Required Regulatory Provisio.

Notwithstanding any other provision of this Agreern® the contrary, any payments made to the Qfficesuant to this Agreement
or otherwise are subject to and conditioned upeir tompliance with 12 U.S.C. section 1828(k) any segulations promulgated thereunder.

Section 25 Compliance with Code Section 409

(@) Notwithstanding the provisions of times 7, 8, 9 and 11, if the Officer is a specifieaiployee within the meaning
Section 409A of the Internal Revenue Code of 188G mended (“Section 409A’9s determined by the Board in accordance with ldetien made b
the Holding Company for determining specified ergples, any amounts payable under sections 7, 8,19 ¢and any other payments to which
Officer may be entitled) which constitute “deferre@mpensationWithin the meaning of Section 409A and which arfeeotvise scheduled to be p
during the first six months following the Officertermination of employment (other than any paysénat are permitted under Section 409A t
paid within six months following termination of etopment of a specified employee) shall be suspend#d the sixmonth anniversary of tl
Officer’s termination of employment (or the Offiterdeath if sooner), at which time all payments thate suspended shall be paid to the Office
her estate) in a lump sum, together with intereseach suspended payment at the prime rate (agedpn the Wall Street Journal) from the dat
suspension to the date of payment.
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(b) Payment or reimbursement of eactheftiusiness expense payments or other reimburseicaied for by this Agreeme
with respect to any calendar year shall not affieetamount eligible for payment or reimbursemerdrig other calendar year, and such payment
reimbursements may not be exchanged for cash dhemloenefit.

(c) A termination of employment shall no¢ deemed to have occurred for purposes of anyisiwa of this Agreeme
providing for the payment of any amounts or besefjion or following a termination of employmentesd such termination is alsoseparation frot
service” (within the meaning of Code Section 409A).

(d) For purposes of Section 409A, eagmpnt under sections 7, 8, 9 or 11 (and each atvegrance plan payment) will
treated as a separate payment.

(e) It is intended that this Agreementnpty with the provisions of Section 409A and thgulations and guidance of general
applicability issued thereunder so as to not sultjexOfficer to the payment of additional interast taxes under Section 409A, and in furtherafice o
this intent, this Agreement shall be interpretgerated and administered in a manner consistehtthgise intentions.

IN WITNESS WHEREOF, the parties have signed thisekgnent as of the day and year first above written.

FLUSHING FINANCIAL CORPORATION

By: /s/ John R. Buran

Name: John R. Buran
Title: President and CEO

/s/ Maria A. Grasso

Maria A. Grasso
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Exhibit 10.5 Form of Amended and Restated EmploymdnAgreement between Flushing Bank and Certain Offiers
FLUSHING BANK
AMENDED AND RESTATED EMPLOYMENT AGREEMENT

AMENDED AND RESTATED EMPLOYMENT AGREEMENT (“Agreenmmd”) entered into as of (date of agreement), by
between Flushing Bank, a commercial bank organg@etexisting under New York State law and havisgiecutive offices at 1979 Marcus Avet
Suite E140, Lake Success, New York 11042 (the kBamand (name and address of officer) (“Officer”).

WITNESSETH

WHEREAS, the Bank and the Officer are parties t&employment Agreement dated as of (date of prioe@gent) and amended i
restated on (date of amendment and restatemeatj@itiginal Employment Agreement”); and

WHEREAS, the Bank considers the availability of @iicer’s services to be important to the successful mamageand conduct
the Bank’s business and desires to secure fof fteehvailability of his services; and

WHEREAS, for purposes of securing for the Bank@ticer’s services, the Board of Directors of thar® (“Board”) has authorize
the proper officers of the Bank to enter into arpkryment agreement with the Officer on the termd eonditions set forth herein; and

WHEREAS, the Officer is willing to make his sengcavailable to the Bank on the terms and conditsmisorth herein;

NOW, THEREFORE, in consideration of the premised e mutual covenants and obligations hereinagéiforth, the Bank ai
the Officer hereby agree as follows:

Section 1 Employment.

The Bank hereby agrees to employ the Officer, &edQfficer hereby agrees to accept such employrdeniag the period and up
the terms and conditions set forth in this Agreetmen

Section 2 Employment Perio.

(@) Except as otherwise provided in thigeement to the contrary, the terms and conditiwhthis Agreement shall be &
remain in effect during the period of employmenEriployment Period”)established under this section 2. The EmploymentoB under thi
Amended and Restated Employment Agreement shalbiba term commencing on the date hereof and endm@ovember 21, 2015, plus sI
extensions as are provided pursuant to sectiond(hjs Agreement.




(b) On or as of July 1, 2014, and on®oheach July 1 thereafter, the Employment Pestal be extended for one additic
year if and only if the Board shall have authorizied extension of the Employment Period prior tty duof such year and the Officer shall not
notified the Bank prior to July 1 of such year ttis#g Employment Period shall not be so extendéthelBoard shall not have authorized the exter
of the Employment Period prior to July 1 of anylsyear, or if the Officer shall have given notidenonextension to the Bank prior to July 1 of <
year, then the Employment Period shall not be @ddrpursuant to this section 2(b) at any time tiféee and shall end on the last day of its ter
then in effect.

(c) Upon the termination of the Officer's emplogmt with the Bank, the extensions provided purst@msection 2(b) shall cease
(if such extensions have not previously ceased).

(d) Notwithstanding anything herein to the contrahe Employment Period shall end and the Offeemployment with the Bau
shall terminate on the date on which the Officerigployment with Flushing Financial Corporation tarates.

Section 3 Title and Duties.

On the date on which the Employment Period comneribe Officer shall hold the position of (offia#tie) of the Bank. During tt
Employment Period, the Officer shall: (a) devote tull business time and attention (other thanirdumweekends, holidays, vacation periods
periods of illness or approved leaves of abseneehé business and affairs of the Bank and usebéés efforts to advance the Baskinterest:
including reasonable periods of service as an@ffamd/or board member of trade associations, thkited entities and charitable organizations;
(b) perform such reasonable additional duties aseaassigned to him by or under the authorithefBoard. The Officer shall have such authori
is necessary or appropriate to carry out his dutieter this Agreement.

Section 4 Compensatiol.

In consideration for services rendered by the @ffiecnder this Agreement:

(a) The Bank shall pay to the Officeraéasy at an annual rate equal to the greater g¢éafijount) or (ii) such higher annual 1
as may be prescribed by or under the authorith@fBoard (the “Current Salary”)he Officer will undergo an annual salary and pemiance revie\

on or about January 1 of each year commencing i®.20he Current Salary payable under this secficghall be paid in approximately eq
installments in accordance with the Bank’s custgnparyroll practices.

(b) The Officer shall be eligible to peipate in any bonus plan maintained by the Bamktfoofficers and employees.
Section 5 Employee Benefits and Other Compensa.
(a) Except as otherwise provided in tkigeement, the Officer shall, during the EmploymBatiod, be treated as an emplc

of the Bank and be entitled to participate in andeive benefits under the Baskémployee benefit plans and programs, as welluak sthe
compensation plans or programs (whether or not @yepl benefit plans or programs), as the Bank magtaia from time to time, in accordance w
the terms and conditions of such employee benkiitgpand programs and compensation plans and jpnegrad with the Bank’s customary practices.




(b) The Bank shall provide the Officerttwa suitable automobile for use in the performanfcthe Officers duties hereund
and shall reimburse the Officer for all expensesiired in connection therewith in accordance wigmBpolicies (but in no event later than the las)
of the calendar year next following the calendaryig which the expenses were incurred).

(c) The Officer shall be entitled, witlidass of pay, to vacation time in accordance g policies periodically established
the Board for senior management officials of thelBavhich shall in no event be less than four weieksach calendar year. Except as provide
section 7(b), the Officer shall not be entitledeceive any additional compensation from the Bamlaccount of his failure to take a vacation, nall
he be entitled to accumulate unused vacation fromaalendar year to the next except to the extathioazed by the Board for senior manager
officials of the Bank.

Section 6 Working Facilities and Expens.

The Officer’s principal place of employment shall be at théce# of the Bank in Nassau County or Queens CoulNgy; York or a
such other location upon which the Bank and théc&ffmay mutually agree. The Bank shall provide @fficer, at his principal place of employm:
with a private office, stenographic services ankeptsupport services and facilities consistent vhith position with the Bank and necessar
appropriate in connection with the performanceisfduties under this Agreement. The Bank shathbeirse the Officer for his ordinary and neces
business expenses, including, without limitatisay¢l and entertainment expenses, incurred in agimmewith the performance of his duties under
Agreement, upon presentation to the Bank of aniitedhaccount of such expenses in such form as tiek Bnay reasonably require. S
reimbursements shall be made in accordance wittk Balicies (but in no event later than the last dayhe calendar year next following the calel
year in which the expenses were incurred).

Section 7 Termination with Bank Liability.
(a) In the event that the Officer’'s emyieent with the Bank shall terminate during the Boyptent Period on account of:
0] the Offices voluntary resignation from employment with thenBawithin one year following an event tl

constitutes “Good Reason,” which is defined as:

(A) the failure of the Bank to elect orreelect the Officer to serve as its (officerditlor such other positi
as the Officer consents to hold;




(B) the failure of the Bank to cure a er@l adverse change made by the Bank in the @fficeinctions
duties, or responsibilities in his position witletBank within sixty days following written notickereof from the Officer;

© the failure of the Bank to maintafre tOfficer's principal place of employment at its offices iadda
County or Queens County, New York or at such ofthestion upon which the Bank and the Officer maytunally agree;

(D) the failure of the Board to extend tBmployment Period within the times provided irctem 2(b)
provided, however, that such failure shall not tiute Good Reason until the earlier of 30 daysradiny determination |
the Board that the Employment Period shall notdextended or August 1 of such year;

(B) the failure of the Bank to cure a ema@l breach of this Agreement by the Bank withirtys days
following written notice thereof from the Officeor

F) after a Change of Control (as defime&ection 10), the failure of any successor camgpa the Bank t
assume this Agreement.

(ii) the discharge of the Officer by tBank for any reason other than (A) for “Causs”defined in section 8(b) or |
the Officer’s death or “Disability” as defined irction 9(a); or

(i) the Officers voluntary resignation from employment with thenBdor any reason within the sixty day pel
commencing six months following a Change of Conamtefined in section 10;

then the Bank shall provide the benefits and pahedOfficer as liquidated damages the amountsigeohfor under section 7(b).

(b) Upon the termination of the Officeemployment with the Bank under circumstancesriest in section 7(a), the Ba
shall pay and provide to the Officer:

0] his earned but unpaid Current Salasyof the date of termination, plus an amount ssréng any accrued t
unpaid vacation time and floating holidays, whichaaints shall be paid within thirty days of termionat and his earned but unp
bonus for the year prior to the year of terminatishich shall be paid at the same time as bonusesuich year are paid to aci
employees;

(ii) (A) if the Officers termination of employment occurs after a Charfgeomtrol, a pro rata portion of his bonus
the year of termination, determined by multiplyitigg amount of the bonus earned by the Officertergreceding calendar year
the number of full months of employment during year of termination, and dividing by 12, which ambsahall be paid within thir
days of termination; or (B) if the Officer'termination of employment occurs prior to a Cleanf Control, a pro rata portion of
bonus for the year of termination, determined bytiplying the amount of the bonus which would hdeen earned by the Offic
for the year of termination if he had remained impéoyment through the end of the year (but onltheextent of achievement of
applicable performance standards for such yearhbynumber of full months of employment during trear of termination, ar
dividing by 12, which amount shall be paid at thene time as bonuses for such year are paid tceagtinployees;




(i) the benefits, if any, to which he éntitled as a former employee under the Bamkhployee benefit plans &
programs and compensation plans and programs, whahbe paid in accordance with the terms of ulahs and programs;

(iv) continued health and welfare bersefibcluding group life, disability, medical andndal benefits), in addition
that provided pursuant to section 7(b)(iii), to #wdent necessary to provide coverage for the &ffior the Severance Period
defined in section 7(c)). Such benefits shall beviged through the purchase of insurance, and beaéquivalent to the health &
welfare benefits (including cost-sharing percensag@rovided to active employees of the Bank (or angcessor thereof) as frc
time to time in effect during the Severance Perid¢here the amount of such benefits is based @amsahey shall be provided to
Officer based on the highest annual rate of CurBatéry achieved by the Officer during the Emplopirieeriod. If the Officer he
dependent coverage in effect at the time of himitgtion of employment, he shall have the righ¢lect to continue such depenc
coverage for the Severance Period. The benefite tprovided under this paragraph (iv) shall ceasthe extent that substantic
equivalent benefits are provided to the Officerd(an his dependents) by a subsequent employeeddfficer;

(v) if the Officer is age 55 or olderthé end of the Severance Period, he shall beeshtitl elect coverage for hims
and his dependents under the Baniétiree medical and retiree life insurance pnograSuch coverage, if elected, shall comm
upon the expiration of the Severance Period, witlegard to whether the Officer commences his enbenefit at such time, a
shall continue for the life of each of the Officend his spouse and for so long as any of his atbeered dependents, rem
eligible. The coverage and cagtaring percentage of the Officer and his depesdentler such programs shall be those in €
under such programs on the date of the Officéermination of employment with the Bank, and khat be adversely modifit
without the Officer’s written consent; and

(vi) within thirty days following his terination of employment with the Bank, a cash lummgayment in an amot
equal to the Current Salary and bonus that thec@ffivould have earned pursuant to sections 4(ayéy respectively, if he h
continued working for the Bank for the Severanceadele(basing such bonus on the highest bonus,\if paid to the Officer by tt
Bank under section 4(b) within the three-year pkpdor to the date of termination), providedowever, _that the lump sum payal
pursuant to this clause (vi) of this section 7(balsnot exceed three times the Officedverage annual compensation based ¢
most recent five taxable years (or such lesser mummbtaxable years the Officer was employed byBhask).




The lump sum payable pursuant to clause (vi) of sieiction 7(b) is to be paid in lieu of all othelyments of Current Salary and bonus provide
under this Agreement relating to the period follogviany such termination and shall be payable witipooof of damages and without regard to
Officer's efforts, if any, to mitigate damages. The Bank #he Officer hereby stipulate that the damage&hwimay be incurred by the Offic
following any such termination of employment are¢ napable of accurate measurement as of the dateafiove written and that the payments
benefits provided under this section 7(b) are neakle under the circumstances as a combinatioigwitiated damages and severance benefits
Officer shall not be entitled to any payment untés Agreement to make up for benefits that wouddenbeen earned under the BanRetiremer
Plan, 401(k) Savings Plan, and Supplemental Savingsntive Plan (SSIP), and the Flushing Finan€alporation (“Holding Company”R00¢
Omnibus Incentive Plan had he continued workingtierBank for the Severance Period.

(c) For purposes of section 7, the Sewegd&eriod means a period of 24 months.

Section 8. Termination for Cause or Voluntary
Resignation Without Good Reas.

(a) In the event that the Officer's enypieent with the Bank shall terminate during the Emypient Period on account of:

0] the discharge of the Officer by thar for Cause; or

(ii) the Officer's voluntary resignation from employment with thenBdor reasons other than those constituting a ¢
Reason

then the Bank shall have no further obligationsaurttis Agreement, other than (A) the payment eo@fficer of his earned but unpaid Current Se
as of the date of the termination of his employmestich amounts shall be paid within thirty dayst@mination; and (B) the provision of such o
benefits, if any, to which he is entitled as a fernemployee under the Baskemployee benefit plans and programs and compengaians an
programs, which shall be paid in accordance wiéhtéims of such plans and programs.

(b) For purposes of this Agreement, themt “Cause” means the Officer'personal dishonesty, incompetence, w
misconduct, breach of fiduciary duty involving pamal profit, intentional failure to perform stateldties, willful violation of any law, rule,
regulation (other than traffic violations or sinmilaffenses) or final cease-and-desist order, oerr@tbreach of any provision of this Agreement.




Section 9 Disability or Deatt.

(a) The Officer's employment with the Bamay be terminated for “Disabilitytf the Officer shall become disabled
incapacitated during the Employment Period to thierd that he has been unable to perform the eabduanctions of his employment for 2
consecutive days, subject to the Offiseright to receive from the Bank following his ténation due to Disability the following percentagefshis
Current Salary under section 4 of this Agreemd@0% for the first six months, 75% for the nextsignths and 60% thereafter for the remaining
of the Employment Period (less in each case angflierwhich may be payable to the Officer under ghevisions of disability insurance coverag
effect for Bank employees), which shall be paiddcordance with the Barktustomary payroll practices. In addition, théig@f shall receive a ca
lump sum equal to his earned but unpaid bonushiiyear prior to the year of termination, whichlsbhe paid at the same time as bonuses for
year are paid to active employees.

(b) In the event that the Officeemployment with the Bank shall terminate durimg Employment Period on account of de
the Bank shall promptly (but in any event withimefly days of the date of death) pay the Offelesignated beneficiaries or, failing any designg
his estate a cash lump sum payment equal to hie@daut unpaid Current Salary. In addition, thalBshall pay the Offices designated beneficiar
or, failing any designatiorhis estate his earned but unpaid bonus for the yéarr to the year of termination, which shall becat the same time
bonuses for such year are paid to active employees.

(c) In the event of the Officertermination of employment on account of deatBisability prior to a Change of Control, 1
Compensation Committee of the Bank may, in its stideretion, award the Officer a bonus for the yafatermination, in an amount determinec
such Committee either at the time of terminatiorwiployment or at the time bonuses to active engesyare awarded, in which case the Bank
pay such bonus to the Officer or, in the eventestt, his designated beneficiaries or estate,easabe may be, promptly (but in any event withirtyt
days) after it is awarded. In the event of theig@ffs termination of employment on account of deatBisability after a Change of Control, the Bi
shall promptly (but in any event within thirty dagfter termination) pay the Officer or, in the ewvehdeath, his designated beneficiaries or esta
the case may be, a pro rata portion of his bonuthfoyear of termination, determined by multiptyithe amount of the bonus earned by the Office
the preceding calendar year by the number of folhtins of employment during the year of terminatamd dividing by 12.

Section 10 Change of Contrc.

For purposes of this Agreement, the term “Changeaftrol” means:

(a) the acquisition of all or substaryialll of the assets of the Bank or Flushing Finah€orporation (“Holding Company”
by any person or entity, or by any persons oriestécting in concert;

(b) the occurrence of any event if, immégly following such event, a majority of the mesnb of the Board of Directors of 1
Bank or the Holding Company or of any successopaation shall consist of persons other than Carkéambers (for these purposes, @ufren
Member”shall mean any member of the Board of DirectorthefBank or the Holding Company as of July 18, 2806 any successor of a Curi
Member whose nomination or election has been agprby a majority of the Current Members then onBbard of Directors);




(c) the acquisition of beneficial ownepstdirectly or indirectly (as provided in Rule :3dof the Securities Exchange Act
1934 (the “Act”),or any successor rule), of 25% or more of the twdahbined voting power of all classes of stockhaf Bank or the Holding Compa
by any person or group deemed a person under 8€@{d)(3) of the Act; or

(d) approval by the stockholders of thanB or the Holding Company of an agreement progidiar the merger «
consolidation of the Bank or the Holding Companyhvénother corporation where the stockholders @Bhank or the Holding Company, immedia
prior to the merger or consolidation, would not &fégially own, directly or indirectly, immediatelgfter the merger or consolidation, shares ent
such stockholders to 50% or more of the total covedbivoting power of all classes of stock of thevstimg corporation.

Section 11 No Effect on Employee Bene
Plans or Compensation Progra.

Except as expressly provided in this Agreement,t¢énmination of the Offices employment during the term of this Agreemet
thereafter, whether by the Bank or by the Officdmall have no effect on the rights and obligatiohshe parties hereto under the Bakmploye
benefit plans or programs or compensation plansregrams (whether or not employee benefit plangrograms) that the Bank may maintain fi
time to time.

Section 12 Successors and Assig.

This Agreement will inure to the benefit of and bimding upon the Officer, his legal representatieerl estate or intest
distributees, and the Bank and its successors s8igre, including any successor by merger or catet@n or a statutory receiver or any other pe
or firm or corporation to which all or substantjadill of the assets and business of the Bank maplakor otherwise transferred.

Section 13 Notices.

Any communication to a party required or permittegtler this Agreement, including any notice, dir@ttidesignation, conse
instruction, objection or waiver, shall be in wnii and shall be deemed to have been given at 8uehas it is delivered personally, or five day®t
mailing if mailed, postage prepaid, by registeredertified mail, return receipt requested, addedg® such party at the address listed below suel
other address as one such party may by writtecespecify to the to the other party:

If to the Officer:
(officer name and address)

If to the Bank:




Flushing Bank

1979 Marcus Avenue, Suite E140

Lake Success, New York 11042

Attention: Secretary of the Bank
Section 14 Severability.

A determination that any provision of this Agreemisninvalid or unenforceable shall not affect taidity or enforceability of ar
other provision hereof.

Section 15 Waiver.

Failure to insist upon strict compliance with arfytlee terms, covenants or conditions hereof shailb®e deemed a waiver of si
term, covenant, or condition. A waiver of any pgsien of this Agreement must be made in writingsigeated as a waiver, and signed by the |
against whom its enforcement is sought. Any waosrerelinquishment of any right or power hereunaleany one or more times shall not be deen
waiver or relinquishment of such right or poweerny other time or times.

Section 16 Counterpart:.

This Agreement may be executed in two or more caparts, each of which shall be deemed an origarad, all of which she
constitute one and the same Agreement.

Section 17 Governing Law.

This Agreement shall be governed by and constraeldeaforced in accordance with (i) the laws of 8tate of New York, witho!
reference to conflicts of law principles, and fgderal law, to the extent such law preempts Nevk Yaw.

Section 18 Headings.

The headings of sections in this Agreement aredovenience of reference only and are not intetdeuialify the meaning of a
section. Any reference to a section number skédrito a section of this Agreement, unless othexsiated.

Section 19 Entire Agreement; Modificatior.

This instrument contains the entire agreement efpdirties relating to the subject matter hereofsamkrsedes in its entirety any
all prior agreements, understandings or representatelating to the subject matter hereof, inalgdihe Employment Agreement dated as of Ju
2004, as amended and restated on December 8, BpG8)d between the Bank and the Officer. No madifons of this Agreement shall be vi
unless made in writing and signed by the partiestbe




Section 20 Funding.

The Bank may elect in its sole discretion to fulldbapart of its obligations to the Officer undiis Agreement; provided, howev
that should it elect to do so, all assets acquigethe Bank to fund its obligations shall be pdrthe general assets of the Bank and shall be sutz
all claims of the Bank’s creditors.

Section 21 Regulatory Actior.

(a) Notwithstanding any other provisidntlois Agreement to the contrary, this Section Ballsapply at all times during t
Employment Period.

(b) If the Officer is suspended and/anperarily prohibited from participating in the card of the affairs of the Bank by
notice served under 12 U.S.C. 1818(e)(3) and (gji®) Banks obligations to the Officer under this Agreemdmtlsbe suspended as of the dat
such service unless such service is stayed by ppate proceedings. If the charges in such naireedismissed, the Bank shall (i) pay the OffidE
of the compensation withheld while the Baskbligations under this Agreement were so susgkrade (ii) reinstate in whole any of its obligaisotc
the Officer which were suspended.

(c) If the Officer is removed and/or pamently prohibited from participating in the conto€ the Banks affairs by an ord
issued under 12 U.S.C. 1818(e)(4) or (g)(1), aligaitions of the Bank to the Officer under this Agment shall terminate as of the effective dathe
order, other than vested rights of the partieswsztas of such effective date, which shall notffected.

(d) If the Bank is in default (as definiedsection 3(x)(1) of the Federal Deposit Insusict), all obligations of the Ba
under this Agreement shall terminate as of the datich default, but this Section 21(d) shall affééct any vested rights of the Officer accrueaf
such date of default.

(e) All obligations of the Bank undergifigreement shall be terminated, except to theneités determined by the appropri
banking regulator that continuation of the Agreetriemecessary to the continued operation of thekBé) at the time the Federal Deposit Insur:
Corporation enters into an agreement to providestasse to or on behalf of the Bank under the aitthcontained in Section 13(c) of the Fed
Deposit Insurance Act; or (ii) at the time the agpiate banking regulator approves a supervisomgereo resolve problems related to operation €
Bank or when the Bank is determined by the appat@rbanking regulator to be in an unsafe or unsawndiition; provided, however, that t
Section 21(e) shall not affect any vested rightthefOfficer accrued as of such date of termination

) Any payments made to the Officer manst to this Agreement or otherwise are subjecarid conditioned upon thi
compliance with 12 U.S.C. § 1828(k) and any regotest promulgated thereunder.

Section 22. Compliance with Code Sec#i09A.
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(a) Notwithstanding the provisions oftimts 7, 8 and 9, if the Officer is a specified éoype within the meaning of Sect|
409A of the Internal Revenue Code of 1986, as aeeiftSection 409A")as determined by the Board in accordance with kaetien made by tt
Bank for determining specified employees, any an®payable under sections 7, 8 or 9 (and any @agments to which the Officer may be entit
which constitute “deferred compensatiomithin the meaning of Section 409A and which ateeolvise scheduled to be paid during the first sonths
following the Officers termination of employment (other than any paymehat are permitted under Section 409A to be paibin six month
following termination of employment of a specifiednployee) shall be suspended until the six-monthivensary of the Offices termination ¢
employment (or the Offices’death if sooner), at which time all payments thate suspended shall be paid to the Officer (®ektate) in a lump su
together with interest on each suspended paymeahegtrime rate (as reported in the Wall Streetrda) from the date of suspension to the da
payment.

(b) Payment or reimbursement of eacthefliusiness expense payments or other reimburseicedied for by this Agreeme
with respect to any calendar year shall not affieetamount eligible for payment or reimbursemerdny other calendar year, and such payment
reimbursements may not be exchanged for cash éohemioenefit.

(c) A termination of employment shall no¢ deemed to have occurred for purposes of anyigwa of this Agreeme
providing for the payment of any amounts or beseffion or following a termination of employmentess such termination is alsoseparation frot
service” (within the meaning of Code Section 409A).

(d) For purposes of Section 409A, eachnpmnt under sections 7, 8 or 9 (and each otherraeve plan payment) will |
treated as a separate payment.

(e) It is intended that this Agreementnpty with the provisions of Section 409A and thgulations and guidance of gent
applicability issued thereunder so as to not sulifex Officer to the payment of additional interast taxes under Section 409A, and in furtheraf
this intent, this Agreement shall be interpretgurated and administered in a manner consistehttihgise intentions.

Signature Page Follows
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IN WITNESS WHEREOF, the parties have signed thiseggnent as of the day and year first above written.
FLUSHING BANK

By:

Name: John R. Buran
Title: President & C.E.O.

Officer
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Exhibit 10.6 Form of Amended and Restated Employmermgreement between Flushing Financial Corporatiorand Certain Officers

FLUSHING FINANCIAL CORPORATION
AMENDED AND RESTATED EMPLOYMENT AGREEMENT

AMENED AND RESTATED EMPLOYMENT AGREEMENT (“Agreemet) entered into as of (date of agreement), by and dsx
Flushing Financial Corporation, a Delaware corgorahaving its executive offices at 1979 Marcus Awe, Suite E140, Lake Success, New
11042 (the “Holding Company”), and (name and addoéofficer) (“Officer”).

WITNESSETH

WHEREAS, the Holding Company and the Officer ardipa to an Employment Agreement dated as of (difgior agreement) al
amended and restated on (date of amendment aaderasint) (the “Original Employment Agreement”); and

WHEREAS, the Holding Company considers the avditghof the Officer’s services to be important to the successful maneg
and conduct of the Holding Company’s business asites to secure for itself the availability of kesvices; and

WHEREAS, for purposes of securing for the Holdingngpany the Offices continued services, the Board of Directors of
Holding Company (“Board”has authorized the proper officers of the Holdirgnpany to enter into an employment agreement \wighQfficer on th
terms and conditions set forth herein; and

WHEREAS, the Officer is willing to make his sencavailable to the Holding Company on the termsamdlitions set forth herei

NOW, THEREFORE, in consideration of the premised #re mutual covenants and obligations hereinaerforth, the Holdin
Company and the Officer hereby agree as follows:

Section 1 Employment.

The Holding Company hereby agrees to employ théc@ff and the Officer hereby agrees to accept smployment, during tt
period and upon the terms and conditions set farthis Agreement.

Section 2 Employment Perio.

(@) Except as otherwise provided in thigeement to the contrary, the terms and conditiwhthis Agreement shall be &
remain in effect during the period of employmenEriployment Period”)established under this section 2. The EmploymentoB under thi
Amended and Restated Employment Agreement shalbiba term commencing on the date hereof and endm@ovember 21, 2015, plus sI
extensions as are provided pursuant to sectiond (s Agreement.




(b) On or as of July 1, 2014, and on®oheach July 1 thereafter, the Employment Pestal be extended for one additic
year if and only if the Board shall have authorizied extension of the Employment Period prior tty duof such year and the Officer shall not
notified the Holding Company prior to July 1 of bugear that the Employment Period shall not bextengled. If the Board shall not have author
the extension of the Employment Period prior toy Julof any such year, or if the Officer shall hayigen notice of nonextension to the Holc
Company prior to July 1 of such year, then the Exyiplent Period shall not be extended pursuant sodction 2(b) at any time thereafter and
end on the last day of its term as then in effect.

(c) Upon the termination of the Officerémployment with the Holding Company, the extemsiprovided pursuant to section 2
shall cease (if such extensions have not previatesged).

(d) Notwithstanding anything herein to the contrghe Employment Period shall end and the Officemployment with the
Holding Company shall terminate on the date on tite Officer's employment with Flushing Bank tenaies.

Section 3 Title and Duties.

On the date on which the Employment Period commneeribe Officer shall hold the position of (offid#te) of the Holding Compar
with all of the powers and duties incident to spadsition under law and under the lavs of the Holding Company. During the EmploymBetiod
the Officer shall: (a) devote his full businessi¢i and attention (other than during weekends, agdidvacation periods and periods of illnes
approved leaves of absence) to the business aaidsadf the Holding Company and its subsidiaried ase his best efforts to advance the intere:
the Holding Company and its subsidiaries, includiegsonable periods of service as an officer arlsdard member of trade associations, their re
entities and charitable organizations; and (b)gretfsuch reasonable additional duties as may bgressto him by or under the authority of
Board. The Officer shall also serve as an offickfFlushing Bank (the “Bank”pursuant to the Amended and Restated Employmeneehger
between the Officer and the Bank dated as of the ldereof (“Bank Employment Agreement”Jhe Holding Company hereby acknowledges the
Officer's service under this Agreement shall not deemed to materially interfere with the Officeperformance under the Bank Employn
Agreement or otherwise result in a breach of thekBamployment Agreement. The Officer shall havehsauthority as is necessary or appropria
carry out his duties under this Agreement.

Section 4 Compensatiol.

In consideration for services rendered by the @ffiecnder this Agreement:




(a) The Holding Company shall pay to ©ficer a salary at an annual rate equal to thetgreof (i) (amount) or (ii) sut
higher annual rate as may be prescribed by or uth@eauthority of the Board (the “Current SalaryThe Officer will undergo an annual salary
performance review on or about January 1 of eadr gemmencing in 2014. The Current Salary payalplder this section 4 shall be paic
approximately equal installments in accordance #ithHolding Company’s customary payroll practices.

(b) The Officer shall be eligible to peipate in any bonus plan maintained by the Hold@gmpany for its officers al
employees. If the Officer shall earn any bonuseurahy bonus plan of the Bank but such bonus sioalbe paid by the Bank, the Holding Comg
shall pay such bonus to the Officer.

Section 5 Employee Benefits and Other Compensa.

(a) Except as otherwise provided in thisgeement, the Officer shall, during the Employmeatiod, be treated as an empilc
of the Holding Company and be entitled to partitépa@ and receive benefits under the Holding Comfmemployee benefit plans and program
well as such other compensation plans or progravhetber or not employee benefit plans or programs)he Holding Company may maintain fi
time to time, in accordance with the terms and @@ of such employee benefit plans and prograntscompensation plans and programs and
the Holding Company’s customary practices.

(b) The Holding Company shall provide @#icer with a suitable automobile for use in ferformance of the Offices’dutie
hereunder and shall reimburse the Officer for aflemses incurred in connection therewith in acamdavith Holding Company policies (but in
event later than the last day of the calendar yeat following the calendar year in which the exggswere incurred).

(c) The Officer shall be entitled, witlidass of pay, to vacation time in accordance g policies periodically established
the Board for senior management officials of thédity Company, which shall in no event be less tftam weeks in each calendar year. Exce
provided in section 7(b), the Officer shall notedtitled to receive any additional compensatiomfithe Holding Company on account of his failur
take a vacation, nor shall he be entitled to acdatewnused vacation from one calendar year toéx¢ except to the extent authorized by the B
for senior management officials of the Holding Cemyp.

Section 6 Working Facilities and Expens.

The Officers principal place of employment shall be at théceff of the Holding Company in Nassau County or @pseCounty
New York or at such other location upon which theldihg Company and the Officer may mutually agréée Holding Company shall provide
Officer, at his principal place of employment, wihprivate office, stenographic services and oslugaport services and facilities consistent with
position with the Holding Company and necessargppropriate in connection with the performanceisfduties under this Agreement. The Holc
Company shall reimburse the Officer for his ordjnand necessary business expenses, including, wtitinaitation, travel and entertainment expen
incurred in connection with the performance of diigies under this Agreement, upon presentatiohedolding Company of an itemized accour
such expenses in such form as the Holding Compaay measonably require. Such reimbursements slealinbde in accordance with Hold
Company policies (but in no event later than tts¢ ¢y of the calendar year next following the wdbe year in which the expenses were incurred).




Section 7 Termination with Holding ComparLiability .

(a) In the event that the Officeremployment with the Bank and/or the Holding Conypahall terminate during t
Employment Period on account of:

0] the Officers voluntary resignation from employment with thenBaand the Holding Company within one y
following an event that constitutes “Good Reasaevhich is defined as:

(A) the failure of the Bank to elect orreelect the Officer to serve as its (officerdilor such other positi
as the Officer consents to hold, or the failurahef Holding Company to elect or reelect the Offiteserve as its (officer title),
such other position as the Officer consents to;hold

(B) the failure of the Bank or the HoldgitCompany to cure a material adverse change made ibythe
Officer’s functions, duties, or responsibilities in hisifios with the Bank or the Holding Company, respesy, within sixty day
following written notice thereof from the Officer;

© the failure of the Bank or the Holgi@ompany to maintain the Officerprincipal place of employme
at its offices in Nassau County or Queens Counguy Nork or at such other location upon which theBar the Holding Compal
and the Officer may mutually agree;

(D) the failure of the Board to extené tmployment Period within the times provided iotem 2(b) or th
failure of the Banks board of directors to extend the Employment Beudoder the Bank Employment Agreement within tineet
provided in section 2(b) of such Agreement; prodideowever, that such failure shall not consti@teod Reason until the earlier
30 days after any determination by the Board oBthek’s board of directors that the Employment Periodl stza be so extended
August 1 of such year;

(B) the failure of the Bank or the HolgiCompany to cure a material breach of the Bank |&ynpen
Agreement or this Agreement by the Bank or the HgdCompany, respectively, within sixty days folliogy written notice there:
from the Officer; or




F after a Change of Control (as defimedection 10), the failure of any successor camgpa the Bank t
assume the Bank Employment Agreement or of anyesisoe company to the Holding Company to assumeitiisement.

(ii) the discharge of the Officer by tBank or the Holding Company for any reason othantfA) for “Cause”as
defined in section 8(b) of this Agreement or (B3 tfficer's death or “Disability” as defined in sien 9(a) of this Agreement; or

(i) the Officers voluntary resignation from employment with thenBaand the Holding Company for any rea
within the sixty-day period commencing six montbBdwing a Change of Control as defined in section

then the Holding Company shall provide the bengiitd pay to the Officer as liquidated damages theuats provided for under section 7(b).

(b) Upon the termination of the Officeremployment with the Bank and/or the Holding Conypander circumstanc
described in section 7(a), the Holding Companylgiet and provide to the Officer:

0] his earned but unpaid Current Salasyof the date of termination, plus an amount segréng any accrued t
unpaid vacation time and floating holidays, whichcaints shall be paid within thirty days of termioat and his earned but unpaid bonus
the year prior to the year of termination, whiclalsbe paid at the same time as bonuses for suehaye paid to active employees;

(ii) if the Officers termination of employment occurs after a Charfgeéamtrol, a pro rata portion of his bonus for
year of termination, determined by multiplying #mmount of the bonus earned by the Officer for tee@ding calendar year by the numbe
full months of employment during the year of terminatamd dividing by 12, which amount shall be paidhw thirty days of terminatio
or (B) if the Officers termination of employment occurs prior to a Cleand Control, a pro rata portion of his bonus fbe tyear c
termination, determined by multiplying the amouhth® bonus which would have been earned by the@ffor the year of termination if
had remained in employment through the end of tree ybut only to the extent of achievement of thpliaable performance standards
such year) by the number of full months of emplogtrauring the year of termination, and dividing 1%, which amount shall be paid at
same time as bonuses to active employees;

(iii) the benefits, if any, to which he éntitled as a former employee under the Bankdsthe Holding Company’
employee benefit plans and programs and compenspléms and programs, which shall be paid in acard with the terms of such pli
and programs;




(iv) continued health and welfare bersefitcluding group life, disability, medical andndal benefits), in addition
that provided pursuant to section 7(b)(iii), to #went necessary to provide coverage for the @ffior the Severance Period (as define
section 7(c)). Such benefits shall be providedugh the purchase of insurance, and shall be eguivio the health and welfare bene
(including cost-sharing percentagegrovided to active employees of the Bank and thkliig Company (or any successor thereof) as
time to time in effect during the Severance Perid¢here the amount of such benefits is based @mysahey shall be provided to the Offi
based on the highest annual rate of Current Salehyeved by the Officer during the Employment Reritf the Officer had dependk
coverage in effect at the time of his terminatidremployment, he shall have the right to electdatmue such dependent coverage fol
Severance Period. The benefits to be provided rutide paragraph (iv) shall cease to the extent shdstantially equivalent benefits
provided to the Officer (and/or his dependentsalsubsequent employer of the Officer;

(v) if the Officer is age 55 or olderthé end of the Severance Period, he shall beeshtitl elect coverage for hims
and his dependents under the Bank’s and the Hol@ogpanys retiree medical and retiree life insurance pnograSuch coverage,
elected, shall commence upon the expiration ofaeerance Period, without regard to whether thec@ftommences his pension benel
such time, and shall continue for the life of eathhe Officer and his spouse and for so long asather of his covered dependents rer
eligible. The coverage and cagtaring percentage of the Officer and his depesdemtier such programs shall be those in effectrusuts
programs on the date of the Officetermination of employment with the Bank or thedittg Company, and shall not be adversely mod
without the Officer’s written consent; and

(vi) within thirty days following his terination of employment with the Bank or the Holdi@gmpany, a cash lur
sum payment in an amount equal to the Current Yalad bonus that the Officer would have earnedyansto sections 4(a) and 4
respectively, if he had continued working for thelting Company and the Bank for the Severance Bd€kasing such bonus on the higl
bonus, if any, paid to the Officer by the Bank be tHolding Company under section 4(b) of the Bamkp®yment Agreement or tt
Agreement within the three-year period prior to diage of termination).

The lump sum payable pursuant to clause (vi) of #eiction 7(b) is to be paid in lieu of all othayments of Current Salary and bonus provide
under this Agreement relating to the period follogviany such termination and shall be payable witippoof of damages and without regard to
Officer’s efforts, if any, to mitigate damages. The Hajd®ompany and the Officer hereby stipulate thatdéwmages which may be incurred by
Officer following any such termination of employnteare not capable of accurate measurement as ofatieefirst above written and that the paym
and benefits provided under this section 7(b) aasonable under the circumstances as a combinafidiguidated damages and severe
benefits. The Officer shall not be entitled to grayment under this Agreement to make up for ben#iat would have been earned under the Bank’
Retirement Plan, 401(k) Savings Plan, and Suppl&ah&avings Incentive Plan (SSIP), the Holding Canys 2005 Omnibus Incentive Plan hac
continued working for the Bank and the Holding Camyp for the Severance Period.




(c) For purposes of this section 7, tegeBance Period means a period of 24 months.

Section 8. Termination for Cause or Voluntary
Resignation Without Good Reas.

(@) In the event that the Officeemployment with the Holding Company shall terrténduring the Employment Period
account of:
0] the discharge of the Officer by thelting Company for Cause; or
(ii) the Office’s voluntary resignation from employment with theldilng Company for reasons other than tt

constituting a Good Reasc

then the Holding Company shall have no furthergadilons under this Agreement, other than (A) thgmnt to the Officer of his earned but ung
Current Salary as of the date of the terminatiohisfemployment, which amounts shall be paid withirty days of termination; and (B) the provis
of such other benefits, if any, to which he is #edi as a former employee under the Bank’s andHiblding Companys employee benefit plans &
programs and compensation plans and programs, whedhbe paid in accordance with the terms of qulahs and programs.

(b) For purposes of this Agreement, #went “Cause” means the Officer{(i) willful failure to perform his duties undehig
Agreement or under the Bank Employment Agreemedt faiture to cure such failure within sixty daydléeving written notice thereof from tl
Holding Company or the Bank, or (ii) intentionalgagement in dishonest conduct in connection withgarformance of services for the Holc
Company or the Bank or conviction of a felony.

Section 9 Disability or Deatt.

(@) The Officer's employment with the Himlg Company may be terminated for “Disabilitif’the Officer shall becon
disabled or incapacitated during the Employmentdéetio the extent that he has been unable to parfbe essential functions of his employmen
270 consecutive days, subject to the Offiseight to receive from the Holding Company followihis termination due to Disability the follow
percentages of his Current Salary under sectiontdi Agreement: 100% for the first six month§% for the next six months and 60% thereafte
the remaining term of the Employment Period (lesgach case any benefits which may be payableet®fficer under the provisions of disabi
insurance coverage in effect for Bank and/or HgdBompany employees), which shall be paid in acwed with the Holding Compars/customar
payroll practices. In addition, the Officer shediceive a cash lump sum equal to his earned buaidnmonus for the year prior to the yea
termination, which shall be paid at the same timbanuses for such year are paid to active empdoyee

(b) In the event that the Officeremployment with the Holding Company shall terrtenduring the Employment Period
account of death, the Holding Company shall proynfiiut in any event within ninety days of the dafedeath) pay the Offices’ designate
beneficiaries or, failing any designation, his &st@ cash lump sum payment equal to his earnedrpdid Current Salary. In addition, the Holc
Company shall pay the Officardesignated beneficiaries or, failing any designahis estate his earned but unpaid bonus foy&lae prior to the ye
of termination, which shall be paid at the sameetas bonuses for such year are paid to active gegso




(c) In the event of the Officertermination of employment on account of deatBisability prior to a Change of Control, 1
Compensation Committee of the Bank or of the Hgd@ompany may, in its sole discretion, award théc@&f a bonus for the year of termination
an amount determined by such Committee eithereatithe of termination of employment or at the tibenuses to active employees are awarde
which case the Holding Company shall pay such bemtise Officer or, in the event of death, his daated beneficiaries or estate, as the case m
promptly (but in any event within thirty days) afté is awarded. In the event of the Officeitermination of employment on account of deal
Disability after a Change of Control, the Holdingr@pany shall promptly (but in any event within thidays after termination) pay the Officer or
the event of death, his designated beneficiariesstate, as the case may be, a pro rata portibis dfonus for the year of termination, determing
multiplying the amount of the bonus earned by tliiec€r for the preceding calendar year by the nundédull months of employment during the y
of termination, and dividing by 12.

Section 10 Change of Contrc.

For purposes of this Agreement, the term “Changearftrol” means:

(a) the acquisition of all or substaryialll of the assets of the Bank or the Holding @amy by any person or entity, or by .
persons or entities acting in concert;

(b) the occurrence of any event if, immégly following such event, a majority of the mesnb of the Board of Directors of
Bank or the Holding Company or of any successopa@tion shall consist of persons other than Carkéambers (for these purposes, @ufren
Member”shall mean any member of the Board of DirectorthefBank or the Holding Company as of July 18,@280d any successor of a Cur
Member whose nomination or election has been agprby a majority of the Current Members then onBbard of Directors);

(c) the acquisition of beneficial ownepstdirectly or indirectly (as provided in Rule :3dof the Securities Exchange Act
1934 (the “Act”),or any successor rule), of 25% or more of the twdahbined voting power of all classes of stockhaf Bank or the Holding Compa
by any person or group deemed a person under 8€&ial)(3) of the Act; or

(d) approval by the stockholders of thanB or the Holding Company of an agreement progidiar the merger «
consolidation of the Bank or the Holding Companyhvdnother corporation where the stockholders @Bhnk or the Holding Company, immedia
prior to the merger or consolidation, would not &f&gially own, directly or indirectly, immediatelgfter the merger or consolidation, shares ent
such stockholders to 50% or more of the total covedbivoting power of all classes of stock of thevstimg corporation.




Section 11. Excise Tax Grosup.

In the event that the Officer becomes entitledrte or more payments (with a “paymeiitiuding, without limitation, the vesting
an option or other nonash benefit or property, whether pursuant to ¢negs of this Agreement or any other plan, arranggroeagreement with tl
Bank or the Holding Company or any affiliated compar from or pursuant to the terms of the Flushiigancial Corporation Employee Ben
Trust) (the “Total Payments"yhich are or become subject to the tax imposeddwntiéh 4999 of the Internal Revenue Code of 198@&mended (tt
“Code”) (or any similar tax that may hereafter bgosed) (the “Excise Tax")he Holding Company shall pay to the Officer attinge specified belo
an additional amount (the “Gross-up Paymenthi¢h shall include, without limitation, reimbursent for any penalties and interest that may acitt
respect of such Excise Tax) such that the net am@tained by the Officer, after reduction for aBycise Tax (including any penalties or inte
thereon) on the Total Payments and any federag atad local income or employment tax and Excisedrathe Grossyp Payment provided for by tl
section 11, but before reduction for any federt{esor local income or employment tax on the T&ayments, shall be equal to the sum of (e
Total Payments, and (b) an amount equal to theuatodf any deductions disallowed for federal, statdocal income tax purposes because o
inclusion of the Gross-up Payment in the Offiseadjusted gross income multiplied by the higheglieable marginal rate of federal, state or |
income taxation, respectively, for the calendar yeavhich the Gross-up Payment is to be made.

For purposes of determining whether any of the Meéyments will be subject to the Excise Tax ardamount of such Excise Tax,

0] the Total Payments shall be treatetipmrachute payments” within the meaning of Sec#80G(b)(2) of the Code,
and all “excess parachute paymemtéthin the meaning of Section 280G(b)(1) of the Eathall be treated as subject to the Excise Tdgss
and except to the extent that, in the written apiref independent compensation consultants or @nsditf nationally recognized standing
selected by the Holding Company and reasonablypgaioke to the Officer (“Independent Auditors”), thetal Payments (in whole or in part)
do not constitute parachute payments, or such sxggschute payments (in whole or in part) reptasasonable compensation for services
actually rendered within the meaning of Section@@1)(4) of the Code in excess of the base amouthimihe meaning of Section 280G(b)
(3) of the Code or are otherwise not subject toBkese Tax,

(ii) the amount of the Total Paymentseathshall be treated as subject to the Excise Talk lsé equal to the lesser of
(A) the total amount of the Total Payments or (8) amount of excess parachute payments within #aning of Section 280G(b)(1) of the
Code (after applying clause (i) above), and

(iii) the value of any non-cash beneditsany deferred payment or benefit shall be deteethby the Holding
Company'’s Independent Auditors appointed pursuanlause (i) above in accordance with the prinsigieSections 280G(d)(3) and (4) of
the Code.




For purposes of determining the amount of the GopsPayment, the Officer shall be deemed (A) to fealeral income taxes at
highest marginal rate of federal income taxationtfi@ calendar year in which the GragsPayment is to be made; (B) to pay any applicatalee an
local income taxes at the highest marginal ratéawétion for the calendar year in which the GropsPayment is to be made, net of the maxii
reduction in federal income taxes which could b&imled from deduction of such state and local tafpaid in such year (determined without reg
to limitations on deductions based upon the amoftitiie Officers adjusted gross income); and (C) to have otheraliserable deductions for fedel
state and local income tax purposes at least eéquhbse disallowed because of the inclusion ofGhess-up Payment in the Officeradjusted gro
income. In the event that the Excise Tax is subsetly determined to be less than the amount takenaccount hereunder at the time the Gngss-
Payment is made, the Officer shall repay to thedithgl Company at the time that the amount of sudiieon in Excise Tax is finally determined (t
if previously paid to the taxing authorities, noiop to the time the amount of such reduction fsmeed to the Officer or otherwise realized as reffi¢
by the Officer) the portion of the Gross-up Payntbiat would not have been paid if such Excise Tac ibeen applied in initially calculating the Gross-
up Payment, plus interest on the amount of sucéyrapnt at the rate provided in Section 1274(b)(RpiBhe Code. In the event that the Excise T
determined to exceed the amount taken into accoergunder at the time the Grags-Payment is made (including by reason of any penthe
existence or amount of which cannot be determirigtieatime of the Gross-up Payment), the HoldingnPany shall make an additional Grags-
Payment in respect of such excess (plus any irttarek penalties payable with respect to such exashe time that the amount of such exce
finally determined (but in no event later than éma of the calendar year next following the calen@ar in which the Officer remits the related ts)xe

The Grosaup Payment provided for above shall be paid orthiréeth day (or such earlier date as the Exciag Becomes due a
payable to the taxing authorities) after it hasrbdetermined that the Total Payments (or any pottiereof) are subject to the Excise Tax (but i
event later than the end of the calendar year fodgiving the calendar year in which the Officemiés the related taxes); providethowever, that if
the amount of such Grosg Payment or portion thereof cannot be finallyed®ined on or before such day, the Holding Compstrafl pay to th
Officer on such day an estimate, as determinedh&yHblding Company Independent Auditors appointed pursuant to cléysdove, of the minimu
amount of such payments and shall pay the remaiofdsuch payments (together with interest at thie paovided in Section 1274(b)(2)(B) of
Code), as soon as the amount thereof can be deedmin the event that the amount of the estimptdnents exceeds the amount subseqt
determined to have been due, such excess amogath&v with interest at the rate provided in Secfia74(b)(2)(B) of the Code, shall be repaid by
Officer to the Holding Company within five (5) daydter notice from the Holding Company of such deieation. If more than one Grosg-
Payment is made, the amount of each Gross-up Payhath be computed so as not to duplicate any @Bi@ssup Payment. The Holding Comps
shall have the right to control all proceedingshwilie Internal Revenue Service that may arise imection with the determination and assessme
any Excise Tax and, at its sole option, the Hold@mmpany may pursue or forego any and all admatigtr appeals, proceedings, hearings
conferences with any taxing authority in respecswéh Excise Tax (including any interest or pemalthereon); provideghowever, that the Holdin
Company'’s control over any such proceedings stelirhited to issues with respect to which a GregdPayment would be payable hereunder an
Officer shall be entitled to settle or contest antlger issue raised by the Internal Revenue Semicany other taxing authority. The Officer s
cooperate with the Holding Company in any procegslirelating to the determination and assessmesmyExcise Tax and shall not take any pos
or action that would materially increase the amafrany Gross-up Payment hereunder.
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Section 12 No Effect on Employee Bene
Plans or Compensation Progra

Except as expressly provided in this Agreement,ténmination of the Offices employment during the term of this Agreemet
thereafter, whether by the Holding Company or ey @fficer, shall have no effect on the rights abtigations of the parties hereto under the Hol
Companys employee benefit plans or programs or compensatians or programs (whether or not employee bepéins or programs) that |
Holding Company may maintain from time to time.

Section 13 Successors and Assig.

This Agreement will inure to the benefit of and bimding upon the Officer, his legal representativesl estate or intest
distributees, and the Holding Company and its sssmmes and assigns, including any successor by mergensolidation or a statutory receiver or
other person or firm or corporation to which all substantially all of the assets and business ®fHblding Company may be sold or othen
transferred.

Section 14 Notices.

Any communication to a party required or permittegtler this Agreement, including any notice, dir@ttidesignation, conse
instruction, objection or waiver, shall be in wngi and shall be deemed to have been given at 8uehas it is delivered personally, or five day®t
mailing if mailed, postage prepaid, by registeredertified mail, return receipt requested, addedd® such party at the address listed below suel
other address as one such party may by writtecespecify to the other party:

If to the Officer:

(name and address of officer)

If to the Holding Company:

Flushing Financial Corporation
1979 Marcus Avenue, Suite E140

Lake Success, New York 11042
Attention: Corporate Secretary
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Section 15 Severability.

A determination that any provision of this Agreemisninvalid or unenforceable shall not affect traidity or enforceability of ar
other provision hereof.

Section 16 Waiver.

Failure to insist upon strict compliance with arfytlte terms, covenants or conditiomsreof shall not be deemed a waiver of !
term, covenant, or condition. A waiver of any gsian of this Agreement must be made in writingsigeated as a waiver, and signed by the |
against whom its enforcement is sought. Any wadrerelinquishment of any right or power hereunalieany one or more times shall not be deen
waiver or relinquishment of such right or poweray other time or times.

Section 17 Counterpart:.

This Agreement may be executed in two or more caparts, each of which shall be deemed an origarad, all of which she
constitute one and the same Agreement.

Section 18 Governing Law.

This Agreement shall be governed by and construelddemforced in accordance with the laws of theeStdtNew York, withot
reference to conflicts of law principles.

Section 19 Headings.

The headings of sections in this Agreement aredovenience of reference only and are not intettdeuialify the meaning of a
section. Any reference to a section number skédrito a section of this Agreement, unless othexsiated.

Section 20 Entire Agreement; Modificatior.

This instrument contains the entire agreement efplrties relating to the subject matter hereofammkrsedes in its entirety any
all prior agreements, understandings or representatelating to the subject matter hereof, inalgdihe Employment Agreement dated as of Ju
2004, as amended and restated on December 8, B90&8nd between the Holding Company and the Offiotner than the Bank Employm
Agreement. No modifications of this Agreement khalvalid unless made in writing and signed byh#ies hereto.

Section 21 Funding.
The Holding Company may elect in its sole discretio fund all or part of its obligations to the ©@&r under this Agreeme

provided, however, that should it elect to do slbassets acquired by the Holding Company to fuadbligations shall be part of the general assk
the Holding Company and shall be subject to alhtseof the Holding Company’s creditors.

12




Section 22 Guarantet.

The Holding Company guarantees the payment by #rk Bf any and all benefits and compensation takvitie Officer is entitle
under the Bank Employment Agreement.

Section 23 Non-duplication.

In the event that the Officer shall perform sersifa the Bank or any other direct or indirect sdiasy of the Holding Company, a
compensation or benefits provided to the Officesbgh other employer shall be applied to offsetahi@gations of the Holding Company hereunde
being intended that this Agreement set forth thgregate compensation and benefits payable to thieeOfor all services to the Holding Company
all of its direct or indirect subsidiaries. Thefioér hereby acknowledges that if any payment nadeenefit provided by the Holding Company ur
this Agreement is also required to be made or pexyiby the Bank under the Bank Employment Agreepmmth payment or benefit by the Holc
Company under this Agreement shall offset the paymequired to be made or benefit required to bavided by the Bank under the B:
Employment Agreement.

Section 24 Required Regulatory Provisio.

Notwithstanding any other provision of this Agreemt the contrary, any payments made to the Qfficgsuant to this Agreeme
or otherwise are subject to and conditioned upeir tompliance with 12 U.S.C. section 1828(k) any segulations promulgated thereunder.

Section 25. Compliance with Section 409

(a) Notwithstanding the provisions of times 7, 8, 9 and 11, if the Officer is a specifieaiployee within the meaning
Section 409A of the Internal Revenue Code of 188&mended (“Section 409A'9s determined by the Board in accordance with lgetien made b
the Holding Company for determining specified engples, any amounts payable under sections 7, 8,19 ¢and any other payments to which
Officer may be entitled) which constitute “deferremmpensationWithin the meaning of Section 409A and which ateeovise scheduled to be p
during the first six months following the Officertermination of employment (other than any paysénat are permitted under Section 409A t
paid within six months following termination of efopment of a specified employee) shall be suspenddd the sixmonth anniversary of tl
Officer’s termination of employment (or the Offiterdeath if sooner), at which time all payments thate suspended shall be paid to the Office
his estate) in a lump sum, together with intereseach suspended payment at the prime rate (agedpo the Wall Street Journal) from the dat
suspension to the date of payment.

(b) Payment or reimbursement of eactheftiusiness expense payments or other reimburseicaied for by this Agreeme

with respect to any calendar year shall not affieetamount eligible for payment or reimbursemerdrig other calendar year, and such payment
reimbursements may not be exchanged for cash ¢hemloenefit.
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(c) A termination of employment shall no¢ deemed to have occurred for purposes of anyigwa of this Agreeme
providing for the payment of any amounts or besefjion or following a termination of employmentess such termination is alsoseparation frot
service” (within the meaning of Code Section 409A).

(d) For purposes of Section 409A, eagmpnt under sections 7, 8, 9 or 11 (and each aiinegrance plan payment) will
treated as a separate payment.

(e) It is intended that this Agreementnpty with the provisions of Section 409A and thgulations and guidance of gent
applicability issued thereunder so as to not sulifex Officer to the payment of additional interast taxes under Section 409A, and in furtheraf
this intent, this Agreement shall be interpretgerated and administered in a manner consistehtthgise intentions.

IN WITNESS WHEREOF, the parties have signed thiseggnent as of the day and year first above written.
FLUSHING FINANCIAL CORPORATION
By:

Name: John R. Buran
Title: President and CEO

Officer
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FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Exhibit 31.1

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, John R. Buran, certify that:

1. | have reviewed this quarterly report on FormraQd0f Flushing Financial Corporation;
2. Based on my knowledge, this report does notaioreiny untrue statement of a material fact or émittate a material fact necessary to make
the statements made, in light of the circumstanceer which such statements were made, not misigadih respect to the period covered by
this 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 operations @aadh flows of the registrant as of, and for, theogks presented in this report;
4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have:
a) designed such disclosure controls and procegoreaused such disclosure controls and procedortes designed under our supervisior
ensure that material information relating to thgisgant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;
b) designed such internal control over financiglorting, or caused such internal control over foiahreporting to be designed under our
supervision, to provide reasonable assurance rieggiite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;
c) evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and ploces, as of the end of the period covered byréisrt based on such evaluation; and
d) disclosed in this report any change in the tegi$'s internal control over financial reportirttat occurred during the registrant’'s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant’s internal cohger financial reporting; and
5. The registrans other certifying officer and | have disclosedsdxdhon our most recent evaluation of internal @bmiver financial reporting, t
the registrant’s auditors and the audit committiethe registrant’s board of directors (or persoedgrming the equivalent functions):
a) all significant deficiencies and material weadses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refieancial information; and
b) any fraud, whether or not material, that invelmeanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting.

Date:August 9, 201! By: /s/John R. Bura
John R. Bural
President and Chief Executive Offic



FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Exhibit 31.2

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, David W. Fry, certify that:

1. | have reviewed this quarterly report on FormraQd0f Flushing Financial Corporation;
2. Based on my knowledge, this report does notaioreiny untrue statement of a material fact or émittate a material fact necessary to make
the statements made, in light of the circumstanceer which such statements were made, not misigadih respect to the period covered by
this 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 operations @aadh flows of the registrant as of, and for, theogks presented in this report;
4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have:
a) designed such disclosure controls and procegoreaused such disclosure controls and procedortes designed under our supervisior
ensure that material information relating to thgisgant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;
b) designed such internal control over financiglorting, or caused such internal control over foiahreporting to be designed under our
supervision, to provide reasonable assurance rieggiite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;
c) evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and ploces, as of the end of the period covered byréisrt based on such evaluation; and
d) disclosed in this report any change in the tegi$'s internal control over financial reportirttat occurred during the registrant’'s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant’s internal cohger financial reporting; and
5. The registrans other certifying officer and | have disclosedsdxdhon our most recent evaluation of internal @bmiver financial reporting, t
the registrant’s auditors and the audit committiethe registrant’s board of directors (or persoedgrming the equivalent functions):
a) all significant deficiencies and material weadses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refieancial information; and
b) any fraud, whether or not material, that invelmeanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting.

Date:Auqgust 9, 201:
By: /s/ David W. Fry
David W. Fry

Executive Vice President, Treasurer
Chief Financial Office



FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES

Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Flushifigancial Corporation (the “Corporation”) on Folid-Q for the period ended June 30, 2013 as
filed with the Securities and Exchange Commissioithe date hereof (the “Report”), I, John R. Bui@hief Executive Officer of the Corporation,
certify, pursuant to 18 U.S.C. Section 1350, apstbpursuant to Section 906 of the Sarbanes-Oxtewf 2002, that to my knowledge:

(1) the Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) The information contained in the Report faphgsents, in all material respects, the finan@aldition and results of operations of the
Corporation.

By: /s/John R. Buran
John R. Buran

Chief Executive Officer
August 9, 2013



FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Flushiigancial Corporation (the “Corporation”) on Foli®-Q for the period ended June 30, 2013 as
filed with the Securities and Exchange Commissionthe date hereof (the “Report”), |, David W. F8hief Financial Officer of the Corporation,
certify, pursuant to 18 U.S.C. Section 1350, apstbpursuant to Section 906 of the Sarbanes-Oxtéwf 2002, that to my knowledge:

(1) the Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) The information contained in the Report faphgsents, in all material respects, the finanaaldition and results of operations of the
Corporation.

By: /s/David W. Fry
David W. Fry

Chief Financial Officer
August 9, 2013



