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PART | — FINANCIAL INFORMATION

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Financial Condition

(Unaudited)
ITEM 1.
June 30 December 31
(Dollars in thousands, except per share de 2011 2010
ASSETS
Cash and due from ban $ 31,78  $ 47,78¢
Securities available for sal
Mortgage-backed securities ($44,071 and $51,47&ratalue pursuant to the
fair value option at June 30, 2011 and DecerBe2010, respectivel 798,99¢ 754,07"
Other securities ($31,005 and $21,574 at fair valursuant to the fair
value option at June 30, 2011 and December 31, &xliectively’ 54,82( 50,11:
Loans available for sa 4,13¢ -
Loans:
Multi -family residentia 1,306,02: 1,252,171
Commercial real esta 625,33° 662,79
One-to-four family — mixec-use propert 714,73 728,81(
One-to-four family — residentia 224,31¢ 241,37t
Cc-operative apartmen 5,937 6,21¢
Constructior 60,29¢ 75,51¢
Small Business Administratic 14,86¢ 17,51
Taxi medallion 71,76 88,26¢
Commercial business and ott 192,31 187,16:
Net unamortized premiums and unearned loan 15,63¢ 16,50
Allowance for loan losses (29,359 (27,699
Net loans 3,201,871 3,248,63I
Interest and dividends receival 18,92¢ 19,47t
Bank premises and equipment, 22,77: 23,04:
Federal Home Loan Bank of New York stc 34,021 31,60¢
Bank owned life insuranc 77,49 76,12¢
Goodwill 16,12 16,127
Core deposit intangibl 1,171 1,40¢
Other assets 61,10: 56,35¢
Total assets $ 4,323,220 $ 4,324,74
LIABILITIES
Due to depositors
Non-interest bearin $ 109,11: $ 96,19¢
Interes-bearing:
Certificate of deposit accoun 1,594,81! 1,520,57.
Savings account 372,80( 388,51:
Money market accoun 251,48t 371,99¢
NOW accounts 760,84 786,01!
Total interes-bearing deposit 2,979,94i 3,067,09
Mortgagors' escrow depos 32,64 27,31t
Borrowed funds ($30,702 and $32,227 at fair valuespant to the fair
value option at June 30, 2011 and December 31,,28%pectively’ 597,41° 542,68:
Securities sold under agreements to repurc 165,30( 166,00(
Other liabilities 33,63¢ 35,401
Total liabilities 3,918,05. 3,934,701
STOCKHOLDERS' EQUITY
Preferred stock ($0.01 par value; 5,000,000 steutsorized; none issue - -
Common stock ($0.01 par value; 100,000,000 sharéezed; 31,530,595
shares and 31,255,934 shares issued at Ju26BDand December 31,
2010, respectively; 31,519,942 shares and63]934 shares outstanding at
June 30, 2011 and December 31, 2010, respecti Sl Bk
Additional paic-in capital 194,53: 189,34¢
Treasury stock (10,653 shares at June 30, 201h@melat December 31, 201 (134) -
Retained earninc 213,09¢ 204,12¢
Accumulated other comprehensive loss, net of taxes (2,640 (3,749
Total stockholders' equity 405,17 390,04!
Total liabilities and stockholders' equity $ 4,323,220 $ 4,324,74

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 Income
(Unaudited)

For the three montt
ended June 3(

For the six month
ended June 30

2011 2010 2011 2010
Interest and dividend income
Interest and fees on loa 48,12: $ 48,99: $ 96,81 $ 98,677
Interest and dividends on securiti
Interes! 8,14¢ 7,73¢ 16,25¢ 15,64¢
Dividends 20z 203 404 402

Other interest income 27 9 54 22

Total interest and dividend income 56,49¢ 56,93¢ 113,52¢ 114,74
Interest expense
Deposits 12,35¢ 13,80¢ 24,68¢ 27,32¢
Other interest expense 7,35( 9,69( 14,88 20,47¢

Total interest expense 19,70« 23,49¢ 39,57¢ 47,80:
Net interest income 36,79 33,44( 73,95( 66,94¢
Provision for loan losses 5,00( 5,00( 10,00(¢ 10,00(
Net interest income after provision for loan losse 31,79 28,44( 63,95( 56,94¢
Non-interest income (loss’
Otherthar-temporary impairment ("OTTI") char¢ - (2,709 (3,939 (2,709)
Less: Non-credit portion of OTTI charge recorde®ier

Comprehensive Income, before taxes - 1,721 3,01 1,721
Net OTTI charge recognized in earnir - (98€) (926€) (98€)
Loan fee incomi Bils 482 94¢ 85C
Banking services fee incon 38¢ 431 84¢ 91z
Net gain on sale of loar - 18 - 23
Net gain from sale of securitit - 23 - 23
Net loss from fair value adjustmer (16E) (31) (820) (134)
Federal Home Loan Bank of New York stock divide 342 452 842 1,06¢
Bank owned life insuranc 695 693 1,362 1,33¢
Other income 36C 63€ 75C 1,20¢

Total non-interest income 2,13¢ 1,71¢ 3,00¢ 4,298
Non-interest expense
Salaries and employee bene 9,68: 8,57¢ 19,70¢ 17,37:
Occupancy and equipme 1,874 1,71¢€ 3,741 3,46t
Professional service 1,637 1,76( 3,23¢ 3,52¢
FDIC deposit insuranc 951 1,24¢ 2,37¢ 2,527
Data processin 1,181 1,09 2,18¢ 2,16¢
Depreciation and amortizatic 77¢ 722 1,54¢ 1,402
Other operating expenses 2,761 2,49¢ 6,08¢ 5,092

Total non-interest expense 18,86 17,61( 38,88( 35,54¢
Income before income taxe 15,06¢ 12,54¢ 28,07¢ 25,694
Provision for income taxes
Federal 4,56¢ 3,751 8,47¢ 7,70C
State and local 1,427 1,12¢ 2,57 2,33¢

Total taxes 5,991 4,87 11,04¢ 10,03¢
Net income 9,072 3 7,67 $ 17,027 $ 15,65¢
Basic earnings per common sh 02¢ $ 028 % 05t $ 0.52
Diluted earnings per common shi 02¢ $ 028 % 05t $ 0.52
Dividends per common sha 0.1: $ 01z % 026 $ 0.2¢€

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

PART | — FINANCIAL INFORMATION

(Unaudited)
For the six months end
June 30
(Dollars in thousands 2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES
Net income 17,027 $ 15,65¢
Adjustments to reconcile net income to net cashigea by
operating activities
Provision for loan losse 10,00( 10,00(
Depreciation and amortization of bank premisesequipmen 1,54¢ 1,40z
Net gain on sales of loans (including delinqgueans) - (23)
Net gain on sales of securit - (23)
Amortization of premium, net of accretion of ebsint 2,79¢ 2,41
Net loss from fair value adjustmel 82C 134
OTTI charge recognized in earnir 92€ 98¢
Income from bank owned life insurar (1,362) (1,33¢)
Stocl-based compensation expel 1,66 1,397
Deferred compensatic 244 74
Amortization of core deposit intangibl 234 23t
Excess tax expense (benefit) from s-based payment arrangeme (20& 35
Deferred income benefit provisit (56€) (1,79))
Decrease in other liabilitie (844) (3,81])
(Increase) decrease in other assets (5,365 3,82(
Net cash provided by operating activities 26,91( 29,17
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of bank premises and equipr (1,275 (714
Net (purchases) redemptions of Federal Home Loark B&New York share (2,427) 4,36:
Purchases of securities available for ¢ (119,46) (157,27)
Proceeds from sales and calls of securities avaifal sale - 14,827
Proceeds from maturities and prepayments of séesiawailable for sal 68,36 94,40¢
Net (originations) and repayment of loz 38,14¢ (71,709
Purchases of loar (14,45%) (6,960)
Proceeds from sale of real estate ow 51t 64€
Proceeds from sale of delinquent loans 7,76¢€ 4,302
Net cash used in investing activities (22,829 (118,10)
CASH FLOWS FROM FINANCING ACTIVITIES
Net increase in n¢-interest bearing depos 12,91« 79t
Net (decrease) increase in inte-bearing deposit (87,729 205,73:
Net increase in mortgagors' escrow depc 5,32¢ 5,53¢
Net activity of sho-term borrowed fund 104,63¢ (14,500
Proceeds from lor-term borrowings 26,33t 30,00(
Repayment of lor-term borrowings (75,41¢) (130,919
Purchases of treasury stc (374) (345)
Excess tax benefit (expense) from s-based payment arrangeme 20E (35)
Proceeds from issuance of common stock upon exeo€istock option 2,01¢ 234
Cash dividends paid (8,010 (7,897)
Net cash (used) provided by financing ati¢is (20,099 88,60¢
Net decrease in cash and cash equiva (16,00%) (330
Cash and cash equivalents, beginning of period 47,78¢ 28,42¢
Cash and cash equivalents, end of period 31,78 $ 28,00¢
SUPPLEMENTAL CASH FLOW DISCLOSURE
Interest paic 39,21C % 47,927
Income taxes pai 13,65¢ 14,16¢
Taxes paid if excess tax benefits were not tax ciélale 13,86° 14,13:
Non-cash activities
Loans transferred to other real estate ow 1,861 3,39
Loans provided for the sale of other real estataed 1,34¢ 1,96¢

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

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES

Consolidated Statements of Changes in StockholderEquity and Consolidated Statements of Comprehensivincome

(Unaudited)

For the six months endt¢

June 30

(Dollars in thousands, except per share d¢ 2011 2010
Preferred Stock
Balance, beginning of peric -8 -
No activity - -

Balance, end of period - % >
Common Stock
Balance, beginning of peric 31 % 311
Issuance upon exercise of stock options (155,06118082 common shares for the

six months ended June 30, 2011 and 2010, resplgt 1 -
Shares issued upon vesting of restricted stockawéirds (119,600 and 87,621

common shares for the six months ended Jun2@@a and 2010, respectively) 1 1

Balance, end of period 31 % 312
Additional Paid-In Capital
Balance, beginning of peric 189,34t $ 185,84:
Award of common shares released from Employee Behefst (135,617 and 126,947

common shares for the six months ended June 3Q, &¥d 2010, respectivel 1,46¢ 1,10¢
Shares issued upon vesting of restricted stockawéirds (119,600 and 102,864 common

shares for the six months ended June 30, 2011 @H@l Pespectively 1,667 1,391
Issuance upon exercise of stock options (175,5d0L&8&082 common shares for the

six months ended June 30, 2011and 2010, respeggt 1,82¢ 20¢
Stock-based compensation activity, 1 21 (28%)
Stock-based income tax benefit (expense) 20E (35)

Balance, end of period 194,53  $ 188,22:
Treasury Stock
Balance, beginning of peric - 0% (36)
Shares issued upon vesting of restricted stockawsirds (18,358 common

shares for the six months ended June 30, 2 - 237
Issuance upon exercise of stock options (20,50B&riL8 common shares for the

six months ended June 30, 2011 and 2010, resphgt 294 514
Repurchase of shares to satisfy tax obligations3@&and 26,350 common shares

for the six months ended June 30, 2011 and 20%pentively) (374) (345)
Repurchase of shares to pay for option exerci§®43and 26,011 common shares

for the six months ended June 30, 2011 an@201 (54) (370

Balance, end of period (139 $ -
Unearned Compensatior
Balance, beginning of peric -0 $ (575)
Release of shares from the Employee Benefit TA&1E0 common

shares for the six months ended June 30, 2010) - 32¢

Balance, end of period - 0% (247)

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

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Changes in StockholderEquity and Consolidated Statements of Comprehensivincome(continued)

(Unaudited)
For the six months end
June 30
(Dollars in thousands 2011 2010
Retained Earnings
Balance, beginning of peric $ 204,12¢ $ 181,18:
Net income 17,027 15,65¢
Cash dividends declared and paid on common sh&@e36 per common
share for the six months ended June 30, 2011 ab@, 28spectively (8,010 (7,892
Issuance upon exercise of stock options (175,5d®Bar218 common shares for the six
months ended June 30, 2011 and 2010, respect (46) (92)
Shares issued upon vesting of restricted stockawetrds (3,295 common
shares for the six months ended June 30, 2010) (8)
Balance, end of period $ 213,09¢ $ 188,84
Accumulated Other Comprehensive (Loss) Gail
Balance, beginning of peric $ (3,749 % (6,579
Change in net unrealized gains on securities dMaifar sale, net of taxes of
approximately ($336) and ($6,743) for thersianths ended June 30, 2011
and 2010, respective 442 8,45(
Amortization of actuarial losses, net of taxesmfraximately ($122) and ($68)
for the six months ended June 30, 2011 and 20%pentively 15€ 85
Amortization of prior service credits, net of taxasapproximately $10 and $8
for the six months ended June 30, 2011 and 20%pentively (13) (20)
OTTI charges included in income, net of taxes gfragimately ($408) and ($439)for the
six months ended June 30, 2011 and 2010, resphc 51¢ 54¢
Reclassification adjustment for gains included éhincome, net of taxes of approximately
$10 for the six months ended June 30, 2010 - (13
Balance, end of period $ (2640 $ 2,482
Total Stockholders' Equity $ 405,17: $ 379,61
For the three months end For the six months endt
June 30 June 30
2011 2010 2011 201(
Comprehensive Income
Net income $ 9,07« % 767 % 17,027 $ 15,65¢
Amortization of actuarial losst 79 43 15€ 85
Amortization of prior service credi (@] 5) (13) (10)
OTTI charges included in incor - 54¢ 51¢ 54¢
Unrealized gains on securities, net 3,93¢ 5,951 443 8,431
Comprehensive income $ 13,07¢ $ 14,217 $ 18,13 $ 24,71¢

The accompanying notes are an integral part okthessolidated financial statements .

-5-




PART | — FINANCIAL INFORMATION

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

1. Basis of Presentation

The primary business of Flushing Financial Corgora(the “Holding Company”) is the operation of itgolly-owned subsidiary, Flushing Savings BankBHge “Savings Bank”).The
Holding Company and its direct and indirect whadlned subsidiaries, the Savings Bank, Flushing Cemial Bank, Flushing Preferred Funding Corporatiiushing Service Corporatic
and FSB Properties Inc., are collectively hereiiemred to as the “Company.” The unaudited constdiddinancial statements presented in this Quarfedport on Form 10-Q Quarterly
Report”) include the collective results of the Camp on a consolidated basis.

The accompanying unaudited consolidated finandietements are prepared in accordance with accaumptimciples generally accepted in the United Statt America (“GAAP”). The
information furnished in these interim statemeeefiects all adjustments which are, in the opiniomanagement, necessary for a fair statement ofethats for such presented periods o
Company. Such adjustments are of a normal requmature, unless otherwise disclosed in this QudgrfReport. All intereompany balances and transactions have been eledini
consolidation. The results of operations in therim statements are not necessarily indicativih@fresults that may be expected for the full year.

The accompanying unaudited consolidated finanditements have been prepared in conformity withitiséructions to Quarterly Report on Form 10-Q &ticle 10, Rule 1091 of
Regulation SX for interim financial statements. Accordinglyertain information and footnote disclosures norgnaicluded in financial statements prepared in edaoce with GAAP hay
been condensed or omitted pursuant to the ruleseandations of the Securities and Exchange Comamg8SEC”). The unaudited consolidated interim financial infatian should be read
conjunction with the Company’s Annual Report onfRdr0-K for the year ended December 31, 2010.

Certain reclassifications have been made to tle-period consolidated financial statements to eanfto the current-period presentation.
2. Use of Estimates

The preparation of financial statements in confoymvith GAAP requires management to make estimateb assumptions that affect the reported amoun@sséts and liabilities, a
disclosure of contingent assets and liabilitiethatdate of the financial statements, and repatedunts of revenue and expenses during the reggsénod. Actual results could differ frc
these estimates.

3. Earnings Per Share

Earnings per share is computed in accordance wittodnting Standards Codification (*“ASC”) Topic 2@8arnings Per Share,” which provides that unvestearebased payment awards t
contain nonforfeitable rights to dividends or dividend equizals (whether paid or unpaid) are participatingusées and as such should be included in the tatiom of earnings p
share. Basic earnings per common share is comfmytetividing net income available to common shateéérs by the total weighted average number of comstmres outstanding, wh
includes unvested participating securities. The @amy’s unvested restricted stock and restricted stogkawards are considered participating securifié®refore, weighted average comr
shares outstanding used for computing basic easmprgcommon share includes common shares outstapllis unvested restricted stock and restricteckstnit awards. The computatior
diluted earnings per share includes the additiafilakive effect of stock options outstanding duritiee period. Common stock equivalents that aré dihitive are not included in tl
computation of diluted earnings per common shahe. flumerator for calculating basic and diluted isgsper common share is net income available toncon shareholders.

-6-




PART | — FINANCIAL INFORMATION

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements

(Unaudited)
Earnings per common share has been computed bagkd llowing:
For the three months end For the six months end¢
June 30 June 30
2011 2010 2011 2010
(In thousands, except per share d¢
Net income, as reporte $ 9,07¢ $ 7,67 $ 17,027 $ 15,65¢
Divided by:
Weighted average common shares outstan 30,82: 30,35: 30,72: 30,30¢
Weighted average common stock equivalents 41 47 54 36
Total weighted average common shares outstandid
common stock equivalents 30,86¢ 30,39¢ 30,77¢ 30,34:
Basic earnings per common sh $ 02¢ $ 028 % 05t % 0.52
Diluted earnings per common share $ 0.2¢ $ 028 % 05t % 0.52
Dividend payout ratic 44.£% 52.(% 47.2% 50.(%

(1) For the three and six months ended June 30, 2fptions to purchase 560,550 shares at an avesagcise price of $17.62 were not included incitputation of diluted earnings per
common share as they are anti-dilutive. For theettand six months ended June 30, 2010, optionsrah@se 722,530 shares at an average exerciseopdé.71 were not included in the
computation of diluted earnings per common shartheys are anti-dilutive.

4. Debt and Equity Securities

The Company’s investments are classified in onth@ffollowing three categories and accounted fepedingly: (1) trading securities, (2) securitiegiéable for sale and (3) securities held-to-
maturity.

The Company did not hold any trading securitiesemurities held-tonaturity during the three and six month periodseehdune 30, 2011 and 2010. Securities availabledierare recorded
fair value.

The following table summarizes the Company’s pdidfof securities available for sale at June 31,20

Gross Gross
Amortized Unrealized Unrealized
Cost Fair Value Gains Losses
(In thousands

U.S. government agenci $ 10,26: $ 10,22¢ % 98 $ 131
Other 27,71: 23,67¢ 12 4,04¢
Mutual funds 20,91¢ 20,91¢ - -
Total other securities 58,88¢ 54,82( 11C 4,17¢
REMIC and CMC 508,51t 507,70: 12,307 13,12:
GNMA 70,05t 74,89 4,84¢ 13
FNMA 190,80¢ 193,46 3,99¢ 1,34:
FHLMC 22,22: 22,94: 72C -
Total mortgage-backed securities 791,60: 798,99¢ 21,87 14,477
Total securities available for sale $ 850,49  $ 853,81¢ $ 21,988 % 18,65¢

Mortgage-backed securities shown in the table alrmiade one private issue collateralized mortgalgi@gation (“CMQ”) that is collateralized by comneéal real estate mortgages with an
amortized cost and market value of $12.4 milliodwate 30, 2011. The remaining private issue mgegecked securities are backed by one-to-fourlyarasidential mortgage loans.
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PART | — FINANCIAL INFORMATION

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

The following table shows the Compasydvailable for sale securities with gross unredlitbsses and their fair value, aggregated by oageand length of time that individual securitiesvk
been in a continuous unrealized loss positionyaé B0, 2011:

Total Less than 12 montt 12 months or mor
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
(In thousands

U.S. government agenci $ 7,86¢ $ 131 $ 7,86¢ $ 131 $ = 8 =
Other 5,51« 4,04¢ - - 5,514 4,04¢
Total other securities 13,38: 4,17¢ 7,86¢ 131 5,514 4,04¢
REMIC and CMC 187,31( 13,12: 156,76! 3,39¢ 30,54¢ 9,72¢
GNMA 1,18¢ 13 1,18¢ 13 - -
FNMA 86,58 1,34: 86,58¢ 1,345 - -
Total mortgage-backed securities 275,07¢ 14,47 244 ,53: 4,74¢ 30,54 9,72¢
Total securities available for sale $ 288,46: $ 18,65¢ $ 252,400 $ 488( $ 36,05¢ $ 13,77¢

Other-than-temporary impairment (“OTTI9sses on impaired securities must be fully recogphiin earnings if an investor has the intent tbtee debt security or if it is more likely thamt
that the investor will be required to sell the dsbturity before recovery of its amortized costwideer, even if an investor does not expect toaelkbt security, it must evaluate the expe
cash flows to be received and determine if a cled& has occurred. In the event that a credithassoccurred, only the amount of impairment assediwith the credit loss is recognize:
earnings in the Consolidated Statements of Incdxnsounts relating to factors other than credit Issase recorded in accumulated other comprehenssge(FAOCL") within Stockholders’
Equity. Additional disclosures regarding the cadtign of credit losses as well as factors consitiéne the investor in reaching a conclusion thairevestment is not other-thaemporarily
impaired are required.

The Company reviewed each investment that had esalired loss at June 30, 2011. An unrealized dagsts when the current fair value of an investmeméss than its amortized cost be
Unrealized losses on available for sale securittest, are deemed to be temporary, are recordedfriak in AOCL. Unrealized losses that are con®dego be other-thatemporary are sp
between credit related and noncredit related innpexts, with the credit related impairment beingorded as a charge against earnings and the nonoeéadied impairment being recorde«
AOCL, net of tax.

The Company evaluates its pooled trust preferredrit@es, included in the table above in the rowelad “Other”,using an impairment model through an independeind tharty, whicl
includes evaluating the financial condition of e@clunterparty. For single issuer trust preferrecusties, the Company evaluates the issuBnancial condition. The Company evaluate
mortgagebacked securities by reviewing the characterisifdbe securities, including delinquency and foosake levels, projected losses at various lossrisg¥evels and credit enhancem
and coverage. In addition, private issue CMOs aeduated using an impairment model through an irddpnt third party. When an OTTI is identified, f@rtion of the impairment that
credit related is determined by management by ugiedollowing methods: (1) for trust preferred seties, the credit related impairment is deterrditg using a discounted cash flow mc
from an independent third party, with the differermetween the present value of the projected desls fand the amortized cost basis of the secueitpnded as a credit related loss ag
earnings; and (2) for mortgadecked securities, credit related impairment i®eined for each security by estimating losses dasea set of assumptions, which includes delinguemc
foreclosure levels, projected losses at various $ewverity levels, credit enhancement and coveaadg3) in the case of private issue CMOs, throargimpairment model from an indepenc
third party, and then recording those estimatesdsss a credit related loss against earnings.

U.S Government Agencies:

The unrealized losses on U.S. government agenaes gaused by movements in interest rates. Ittismicipated that these securities would be sktttea price that is less than the amori
cost of the Companyg’ investment. Each of these securities is perfansiccording to its terms, and, in the opinion ofnagement, will continue to perform according totésms. Th
Company does not have the intent to sell theserisiesuand it is more likelghan not the Company will not be required to sedl securities before recovery of the securitiesréimeal cos
basis. This conclusion is based upon consideriegCtbmpanys cash and working capital requirements, and contaaand regulatory obligations, none of which @@mpany believes wou
cause the sale of the securities. Therefore, theg2ay did not consider these investments to be-dkiaa-temporarily impaired at June 30, 2011.
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PART | — FINANCIAL INFORMATION

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

Other Securities:
The unrealized losses in Other securities at JOn@@L1, consist of losses on one single issust pieferred security and two pooled trust pretesecurities.

The unrealized losses on the single issuer treseped security and two pooled trust preferredisges were caused by market interest volatiktysignificant widening of credit spreads ac
markets for these securities, and illiquidity amtertainty in the financial markets. These seasitre currently rated below investment grade.ptiuded trust preferred securities do not t
collateral that is subordinate to the classes we.dwe Company evaluates these securities usingyairment model, through an independent thirdypahat is applied to debt securities
estimating other-thatemporary impairment losses, management consi¢iBrshe length of time and the extent to which fidiie value has been less than amortized costh@rurrent intere
rate environment; (3) the financial condition arehrterm prospects of the issuer, if applicable andi{d)intent and ability of the Company to retagiitvestment in the issuer for a perio:
time sufficient to allow for any anticipated recoyén fair value. Additionally, management reviethe financial condition of each individual issuethin the pooled trust preferred securit
All of the issuers of the underlying collateraltbé pooled trust preferred securities we reviewedanks.

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 quarte

Return on average assets for most recent two qa.

Texas Ratio (ratio of ni-performing assets plus assets past due over 90ddlagied by tangible equity plus the reserve faridosses
Credit ratings (where applicabl

Capital issuances within the past year (where egplée)

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

Based on the review of the above factors, we cafedithat:
All of the performing issuers in our pools are wapitalized banks, and do not appear likely talbsed by their regulator

All of the performing issuers in our pools will dotue as a going concern and will not default ogirtkecurities

In order to estimate potential future defaults dederrals, we segregated the performing underlyssgers by their Texas Ratio. We then reviewedagperihg issuers with Texas Ratios
excess of 50%. The Texas Ratio is a key indicatthehealth of the institution and the likelihoofifailure. This ratio compares the problem asséthe institution to the institutios’availabl
capital and reserves to absorb losses that any likeoccur in these assefBhere were four issuers with Texas Ratios in excé€0% for which we concluded there would not baegault
primarily due to their current operating resultsl @emonstrated ability to raise additional capital.

There were no remaining issuers in our pooled psferred securities which had a Texas Ratio ess of 70.00%. For the remaining issuers withxa3 &atio between 50.00% and 69.9
we estimated 25% of the related cash flows of $saer would not be realized. We concluded thaeisswith a Texas Ratio below 50.00% are considbezdthy, and there was a minimal |
of default. We assigned a zero default rate toethesuers. Our analysis also assumed that issusendy deferring would default with no recoveand issuers that have defaulted will hav
recovery.

We had an independent third party prepare a digeducash flow analysis for each of these pooledttpueferred securities based on the assumptiawusied above. Other signific
assumptions were: (1) no issuers will prepay; )iar classes will not call the debt on their pmg; and (3) use of the forward London Interbanfe@fl Rate (“LIBOR”)curve. The cas
flows were discounted at the effective rate forhesecurity. For each issuer that agsumed a 25% shortfall in the cash flows, the dashanalysis eliminates 25% of the cash flow éarct
issuer effective immediately.
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FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

One of the pooled trust preferred securities is ®edays past due and the Company has stoppedirgénterest. The remaining pooled trust prefesedurity as well as the single issuer
preferred security both are performing accordingh&r terms. The Company also owns a pooled preferred security that is carried under the Y¥alue option, where the unrealized los
are included in the Consolidated Statements offeseNet gain (loss) from fair value adjustmentbisBecurity is over 90 days past due and the Cagnpas stopped accruing interest.

It is not anticipated at this time that the oneglerissuer trust preferred security and the twdgmberust preferred securities, would be settled ptice that is less than the amortized coste
Companys investment. Each of these securities is perfagnaiccording to its terms; except for the pooledittipreferred securities for which the Company hepped accruing interest
discussed above, and, in the opinion of managebeesed on the review performed at June 30, 2011 cwiittinue to perform according to its terms. Thanany does not have the inter
sell these securities and it is more likely than the Company will not be required to sell the si&ims before recovery of the securitieshortized cost basis. This conclusion is based
considering the Comparg/’cash and working capital requirements, and cotah and regulatory obligations, none of which @empany believes would cause the sale of the sies.
Therefore, the Company did not consider the onglsiissuer trust preferred security and the twdembtrust preferred securities to be other-thanperarily impaired at June 30, 2011.

At June 30, 2011, the Company held six trust preteissues which had a current credit rating déast one rating below investment grade. Two o$¢hissues are carried under the fair v
option and therefore, changes in fair value ariged in the Consolidated Statement of Income —g4det (loss) from fair value adjustments.

The following table details the remaining four trpseferred issues that were evaluated to deterihthey were other-tharemporarily impaired at June 30, 2011. The classGbmpany owr
in pooled trust preferred securities does not leeexcess subordination. The table includes siisglger or pooled trust preferred securities, clasmber of performing banks in the secu
amortized cost, fair value, cumulative credit rethOTTI, deferrals/defaults as a percentage obthgnal security, expected deferrals/defaults gercentage of currently performing isst
and the lowest current rating:

Deferrals/Defaults

Actual as a Expected
Cumulative Percentage 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 $ 254 % - None None BB +
Single issue n/a 1 50C 51z - None None BB -
Pooled issue B1 21 5,611 2,96( 2,19€ 28.2% 2.1% C
Pooled issuer C1 19 3,64 2,30( 1,542 25.€% 2.%% C
Total $ 10,06: $ 6,021 $ 3,73¢

REMIC and CMO:
The unrealized losses in Real Estate Mortgage tmeasgt Conduit (‘REMIC”)and CMO securities at June 30, 2011 consist ofifisaes from the Federal Home Loan Mortgage Cotjom
(“FHLMC™), four issues from the Federal National Kgage Association (“FNMA”"), seven issues from @Gevernment National Mortgage Association (“GNMAT)dcaeight private issues.

The unrealized losses on the REMIC and CMO seesritisued by FHLMC, FNMA and GNMA were caused byements in interest rates. It is not anticipateat these securities would
settled at a price that is less than the amortizesd of the Compang’investment. Each of these securities is perfaggratcording to its terms and, in the opinion of agament, will contint
to perform according to its terms. The Company duashave the intent to sell these securities ansl iore likely than not the Company will not kequired to sell the securities bef
recovery of the securities amortized cost basiss Tbnclusion is based upon considering the Comgarash and working capital requirements, and cottahand regulatory obligations, n¢
of which the Company believes would cause the sfabe securities. Therefore, the Company didoooisider these investments to be other-than-tempoiapaired at June 30, 2011.
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FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

The unrealized losses at June 30, 2011 on REMICGM® securities issued by private issuers were exlly movements in interest rates, a significamtewing of credit spreads acr
markets for these securities, and illiquidity anttertainty in the financial markets. Each of theseurities has some level of credit enhancementsnane are collateralized by sphme
loans. Currently, five of these securities arefqrening according to their terms, with three setesi remitting less than the full principal amouhte. The principal loss for these tt
securities totaled $0.6 million for the six mon#reded June 30, 2011. These losses were anticippatieel cumulative credit related OTTI charges rded for these three securities.

Credit related impairment for mortgagacked securities are determined for each sedoyigstimating losses based on the following setsstimptions: (1) delinquency and foreclosure lg
(2) projected losses at various loss severity Evahd (3) credit enhancement and coverage. Baséuese reviews, an OTTI charge was recorded duhiegix months ended June 30, 2!
on one private issue CMO of $3.9 million before,takwhich $0.9 million was charged against earsingthe Consolidated Statements of Income and $8In before tax ($1.7 millio
after-tax) was recorded in AOCL. There was no ¢redated OTTI charge recorded during the threetiroended June 30, 2011.

The portion of the above mentioned OTTI, recordedndj the six months ended June 30, 2011, thatrelaged to credit losses was calculated usingdhewing significant assumptions: |
delinquency and foreclosure levels of 21%; (2) @ctgd loss severity of 50%; (3) assumed defaudsraf 10% for the first 12 months, 8% for the nkXtmonths, 6% for the next 12 mor
and 2% thereafter and (4) prepayment speeds of 10%.

It is not anticipated at this time that the eighvate issue securities for which an OTTI chargerduthe three months ended June 30, 2011was ootded, would be settled at a price th.
less than the current amortized cost of the Com’sainyestment. Each of these securities is perfograiccording to its terms; except for the thregagis issue securities that are remitting
than the full principal amount due as discussedr@pand in the opinion of management, will continagerform according to their terms. The Compaagsinot have the intent to sell th
securities and it is more likely than not the Compwill not be required to sell the securities refeecovery of the securities amortized cost bdsis conclusion is based upon considering
Companys cash and working capital requirements, and cotiaéa and regulatory obligations, none of which empany believes would cause the sale of the giesurTherefore, tt
Company did not consider these investments to fberdhan-temporarily impaired at June 30, 2011.

At June 30, 2011, the Company held 16 private i€&M©s which had a current credit rating of at least rating below investment grade. Six of thoseeés are carried under the fair vi
option and therefore, changes in fair value arduged in the Consolidated Statement of Incomieet gain (loss) from fair value adjustments. Thiofeing table details the remaining
private issue CMOs that were evaluated to deterniitieey were other-thatemporarily impaired at June 30, 2011. The tabtduides, by security, amortized cost, fair valuetstanding
principal, cumulative credit related OTTI charggsar security was issued, maturity date, curreimigalocation of underlying collateral and aver&€0O score of borrower:

Cumulative

OTTI Current Average

Amortized Fair Outstanding Charges Year of Lowest Collateral Located in: FICO

Security Cost Value Principal Recorded Issuance  Maturity Rating CA FL VA NY TX MD Score

(Dollars in thousands
1 $ 12,98! $ 10,12 $ 15,020 $ 3,27¢ 2006 05/25/3¢ D 45% 14% 720
2 6,11 4,55 6,21 1C 2006 08/19/3¢ C 52% 738
3 5,81 4,041 6,25 77 2006 08/25/3t¢ D 38% 13% 713
4 4,58 3,90 5,16 58 2006 08/25/3t¢ CcC 36% 15% 12% 10% 727
5 3,65 3,29 3,88 17 2006 03/25/3t CCC 36% 728
6 2,70 2,72 2,72 - 2005 12/25/3¢  Ba2 38% 736
7 5,50 3,07 5,78 22 2006 05/25/3¢ CcC 31% 19% 10% 714
8 1,66 1,67 1,67 - 2006 08/25/3t B2 28% 738
9 1,88 1,86 1,91 - 2005 11/25/3¢ B 39% 17% 11% 732
10 1,61 1,55 1,61 2005 11/25/3¢* CCC 45% 740
Total $ 46,52 $ 36,81( $ 50,26 $ 5,12¢
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GNMA:

The unrealized losses on the securities issued NMYI& were caused by movements in interest ratess ot anticipated that these securities would éttlesl at a price that is less than
amortized cost of the Compasyinvestment. Each of these securities is perfagragtording to its terms and, in the opinion of agement, will continue to perform according tatélsms. Th
Company does not have the intent to sell theserisiesuand it is more likely than not the Companyl wot be required to sell the securities befoeeavery of the securities amortized «
basis. This conclusion is based upon consideriegdmpanys cash and working capital requirements, and contahand regulatory obligations, none of which @@mpany believes wot
cause the sale of the securities. Therefore, tmepgany did not consider these investments to berdttan-temporarily impaired at June 30, 2011.

FNMA:

The unrealized losses on the securities issuedNdyA-were caused by movements in interest rates fiot anticipated that these securities would didesl at a price that is less than
amortized cost of the Compasyinvestment. Each of these securities is perfagratording to its terms and, in the opinion of agement, will continue to perform according totésns. Th
Company does not have the intent to sell theserisiesuand it is more likely than not the Companyl wot be required to sell the securities befoeeavery of the securities amortized
basis. This conclusion is based upon consideriegdimpanys cash and working capital requirements, and contahand regulatory obligations, none of which @@mpany believes wot
cause the sale of the securities. Therefore, tmepgany did not consider these investments to berdttan-temporarily impaired at June 30, 2011.

The following table details the total impairment debt securities, as of June 30, 2011, for whieh Glmpany has previously recorded a credit rel@@d| charge in the Consolidai
Statements of Income:

Gross Unrealize Cumulative
Losses Record¢ Credit OTTI

(in thousands Amortized Cos Fair Value In AOCL Losses
Private issued CMO®@ $ 38,66( $ 28,98¢ $ 9,674 $ 3,601
Trust preferred securitiéd 9,26: 5,26( 4,00z 3,73¢
Total $ 47,92: $ 34,246 $ 13,67¢ $ 7,33¢
1) The Company has recorded OTTI charges in the Cioladetl Statements of Income on six private issu€dSMnd two pooled trust preferred securities foictvla portion of the OT"

is currently recorded in AOCI

The following table represents the activity relatedhe credit loss component recognized in eamory debt securities held by the Company for whigtortion of OTTI was recognized
AOCL for the period indicated:

For the six months end

(in thousands June 30, 201

Beginning balanc: $ 7,011
Recognition of actual loss: (59€)
OTTI charges due to credit loss recorded in eas 92€

Securities sold during the peri -
Securities where there is an intent to sell or irequent to sell -
Ending balance $ 7,33¢
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The following table details the amortized cost astimated fair value of the Company’s securitiésssified as available for sale at June 30, 20§ Lamtractual maturity. Expected maturities
will differ from contractual maturities because tmwvers may have the right to call or prepay obl@a with or without call or prepayment penalties.

Amortized
Cost Fair Value
(In thousands

Due in one year or les $ 23,44¢ % 23,44¢
Due after one year through five ye 9,93: 10,03:
Due after five years through ten ye - -
Due after ten years 25,50¢ 21,34

Total other securitie 58,88¢ 54,82(
Mortgage-backed securities 791,60 798,99¢

Total securities available for sale $ 850,49( $ 853,81¢

The following table summarizes the Company’s pdidfof securities available for sale at DecemberZ110:

Gross Gross
Amortized Unrealized Unrealized
Cost Fair Value Gains Losses
(In thousands

U.S. government agenci $ 10,55¢ $ 10,45¢ $ 111 $ 20€
Other 31,42: 29,02¢ 6 2,401
Mutual funds 10,62°¢ 10,62¢ - -
Total other securities 52,60 50,11: 117 2,60¢
REMIC and CMC 456,21( 453,46} 10,03¢ 12,78¢
GNMA 81,43¢ 85,95¢ 4,58( 64
FNMA 192,75( 194,54( 3,81 2,02
FHLMC 19,56 20,11 55€ -
Total mortgage-backed securities 749,96( 754,07 18,98¢ 14,87:
Total securities available for sale $ 802,56 $ 804,18¢ $ 19,10¢ $ 17,48(

Mortgagebacked securities shown in the table above incluted private issue CMO that was collateralized tymercial real estate mortgages with an amortizestl and market value
$14.6 million at December 31, 2010. The remairgrigate issue mortgage-backed securities are baukede-to-four family residential mortgage loans.
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The following table shows the Compasydvailable for sale securities with gross unredlitbsses and their fair value, aggregated by oageand length of time that individual securitiesvk
been in a continuous unrealized loss position,eatenber 31, 2010:

Total Less than 12 montt 12 months or mor
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
(In thousands
U.S. government agenci $ 7,79 % 206 $ 7,79 % 206 % = 8 =
Other 9,161 2,401 2,00( 1 7,161 2,40C
Total other securities 16,95 2,60¢ 9,792 20¢ 7,161 2,40(
REMIC and CMC 209,68: 12,78¢ 169,35¢ 5,78 40,32¢ 7,001
GNMA 16,21+ 64 16,21+ 64 - -
FNMA 97,25¢ 2,02: 97,25¢ 2,028 - -
Total mortgage-backed securities 323,15: 14,87: 282,82! 7,87( 40,32¢ 7,001
Total securities available for sale $ 340,10¢  $ 17,48 $ 29261 % 8,07¢ % 47,487  $ 9,401

5. Loans

Loans are reported at their outstanding princidhice net of any unearned income, chaf§e-deferred loan fees and costs on originatatidcand unamortized premiums or discoun
purchased loans. Interest on loans is recognizetieaccrual basis. The accrual of income on liggenerally discontinued when certain factorshsag contractual delinquency of 90 day
more, indicate reasonable doubt as to the timellgatability of such income. Uncollected intereseyiously recognized on nasecrual loans is reversed from interest incoméatime th
loan is placed on non-accrual status. A meorual loan can be returned to accrual status whbetractual delinquency returns to less than 9@ dielinquent. Subsequent cash payn
received on nomccrual loans that do not bring the loan to lesstB0 days delinquent are recorded on a cash l&disequent cash payments can also be appliecadiratreduction

principal until all principal is recovered and thembsequently to interest, if in managemempinion, it is evident that recovery of all piipal due is unlikely to occur. Net loan originat
costs and premiums or discounts on loans purchasedmortized into interest income over the comtidife of the loans using the levgield method. Prepayment penalties received ons
which pay in full prior to their scheduled maturéye included in interest income in the period they collected.

The Company maintains an allowance for loan losgtean amount, which, in managemsnjudgment, is adequate to absorb probable estimlatses inherent in the loan portfc
Managemens judgment in determining the adequacy of the alowe is based on evaluations of the collectakdfitpans. This evaluation is inherently subjectias,it requires estimates t
are susceptible to significant revisions as mofermation becomes available. In assessing the adyqof the Company's allowance for loan losses,agament considers various factors ¢
as, the current fair value of collateral for cadi@ dependent loans, the Company's historicaldapgrience, recent trends in losses, collectiditips and collection experience, trends in
volume of non-performing and classified loans, @emin the composition and volume of the gross Iparifolio and local and national economic condito The Companyg’ Board ¢
Directors (the “Board of Directors”) reviews andoapves management's evaluation of the adequadyechlfowance for loan losses on a quarterly basis.

The allowance for loan losses is established thramarges to earnings in the form of a provisianidan losses. Increases and decreases in theaalt@other than chargdfs and recoverie
are included in the provision for loan losses. Wiaeloan or a portion of a loan is determined toubeollectible, the portion deemed uncollectiblecimrged against the allowance,
subsequent recoveries, if any, are credited talfbgvance.

The Company recognizes a loan as penforming when the borrower has indicated the ilitalio bring the loan current, or due to otherceimstances which, in our opinion, indicate
borrower will be unable to bring the loan currerithim a reasonable time, or if the collateral vaisieleemed to have been impaired. All loans cliesbéis norperforming, which includes
loans past due 90 days or more, are classifiecbasccrual unless there is, in our opinion, compeliwvidence the borrower will bring the loan curremthe immediate future. Apprais
and/or updated internal evaluations are obtainesbans as practical, and before the loan becomea®8 delinquent. The loan balances of collaterpbddant impaired loans are compare
the loan’s updated fair value. The balance whiateexs fair value is chargedf. Management reviews the allowance for loarsésson a quarterly basis, and records as a proviséoamout
deemed appropriate, after considering current gharge-offs, chargeff trends, new loan production, current balancephyticular loan categories and delinquent loangpéiicular loa
categories.
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A loan is considered impaired when, based upomtbst current information, the Company believes ipriobable that it will be unable to collect all@amts due, both principal and inter
according to the contractual terms of the loan.dimgal loans are measured based on the presentaofalbe expected future cash flows discounted etldan’s effective interest rate or at
loan’s observable market price or the fair valughef collateral if the loan is collateral dependénterest income on impaired loans is recorde@ @ash basis. The Compasyhanageme
considers all non-accrual loans impaired.

The Company reviews each impaired loan to deterrfinechargesff is to be recorded or if a valuation allowansetd be allocated to the loan. The Company doeslfmtate a valuatic
allowance to loans for which we have concludedciimeent value of the underlying collateral will@ad for recovery of the loan balance either throtlghsale of the loan or by foreclosure
sale of the property.

The Company uses multiple valuation approaches/auating the underlying collateral. These incluatgaining a third party appraisal, an income apghnoand a sales approach. W
obtained, third party appraisals are given the masght. The income approach is used for incomelpeing properties, and uses current revenues fEssmting expenses to determine the
cash flow of the property. Once the net cash flewdétermined, the value of the property is caledlaising an appropriate capitalization rate for pheperty. The sales approach t
comparable sales prices in the market. When weotloltain third party appraisals, we place greagbance on the income approach to value the et

In preparing internal evaluations of property valuthe Company seeks to obtain current data osubpect property from various sources, includiri): the borrower; (2) copies of exist
leases; (3) local real estate brokers and appsai§éy public records (such as for real estatestam water and sewer charges); (5) comparabls salg rental data in the market; (6
inspection of the property and (7) interviews wighants. These internal evaluations primarily foesashe income approach and comparable sales@atdue the property.

As of June 30, 2011, the Company utilized receintl tharty appraisals of the collateral to measunpairment for $88.5 million, or 60.0%, of collatedeependent impaired loans, and
internal evaluations of the property’s value foB$5million, or 40.0%, of collateral dependent irinpd loans.

The following table shows net loan charge-offs ¢raies) for the periods indicated:

For the three months end For the six months endt¢
June 30 June 30 June 30 June 30
(In thousands) 2011 2010 2011 2010
Multi-family residentia $ 87¢ $ 1,14 $ 1,79¢ $ 2,23¢
Commercial real esta 572 19z 2,52z 33z
One-to-four family — mixec-use property 307 46E 48C 82t
One-to-four family — residentia 454 25 1,92¢ 94
Constructior 708 - 708 862
Small Business Administratic 14¢ (39) 471 252
Commercial business and other 9 33€ 441 (185
Total net loan charge-offs $ 307 $ 2,12:  $ 8341 % 4,41¢

The Company may restructure a loan to enable awermrto continue making payments when it is deetodzk in our best lonterm interest. This restructure may include redgi¢he intere:
rate or amount of the monthly payment for a spedifieriod of time, after which the interest ratd egpayment terms revert to the original termsefloan. The Company classifies these |
as troubled debt restructured (“TDR”).
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The Company reviews its delinquencies on a loaloay basis and continually explores ways to helpdyeers meet their obligations and return them kackurrent status. Management te
a proactive approach to managing delinquent loackjding conducting site examinations and encoggorrowers to meet with a Bank representative. hWive been developing sheetsr
payment plans that enable certain borrowers toghttieir loans current. In addition, we have regtred certain problem loans by either: reducingittierest rate until the nexéset date
extending the amortization period thereby lowetimg monthly payments, deferring a portion of theriest payment, or changing the loan to interelst payments for a limited time period.
times, certain problem loans have been restructbyedombining more than one of these options. Thiestucturings have not included a reduction dafgipal balance. We believe tl
restructuring these loans in this manner will allogvtain borrowers to become and remain currenhein loans. These restructured loans are cladsifieTDR. Loans which have been cur
for six consecutive months at the time they ar&uwetired as TDR remain on accrual status. Loarishmivere delinquent at the time they are restrectias a TDR are placed on nacerua
status until they have made timely payments forcsimsecutive months. Loans that are restructurétDés but are not performing in accordance with tbegtructured terms are excluded fi
the TDR table below, as they are placed on nondatstatus and reported as non-performing loans.

The following table shows loans classified as TDRt tare performing according to their restructuechs at the periods indicated:

June 30 December 31
(In thousands 2011 2010
Accrual Status:
Multi-family residentia $ 9,711  $ 11,24:
Commercial real esta 2,43( 2,44¢
One-to-four family - mixec-use propert 80C 20€
Constructior 23,43: -
Commercial business and other 2,00( -
Total performing troubled debt restructured $ 3837: % 13,89¢
The following table shows non-performing loansteg periods indicated:
June 30 December 31
(In thousands 2011 2010
Loans 90 days or more past duand still accruing:
Multi-family residentia $ -8 102
Commercial real esta 33C 3,32¢
Constructior 77E -
Commercial business and other - 6
Total 1,10¢ 3,431
Non-accrual loans:
Multi -family residentia 35,54( 35,63:
Commercial real esta 23,91¢ 22,80¢
One-to-four family - mixec-use propert 28,96¢ 30,47¢
One-to-four family - residentia 10,18¢ 10,69¢
Cc-operative apartmen 13¢ -
Constructior 2,66¢ 4,46
Small business administratis 802 1,15¢
Commercial business and other 6,727 3,41¢
Total 108,94( 108,65!
Total non-performing loans $ 110,04 $ 112,09:

The interest foregone on nawcrual loans and loans classified as TDR tota8 #illion and $1.9 million for the three monthsded June 30, 2011 and 2010, respectively. Thezes
foregone on non-accrual loans and loans classifietfiDR totaled $4.9 million and $4.0 million foetkix months ended June 30, 2011 and 2010, regelcti
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The following table shows an age analysis of oooréed investment in loans at June 30, 2011:

Greatel
30- 59 Days 60 - 89 Days than Total Pas

(in thousands Past Due Past Due 90 Days Due Current Total Loans
Multi-family residentia $ 26,72 $ 2,12¢ % 34,86¢ $ 63,71¢ $ 1,242,300 $ 1,306,02:
Commercial real esta 9,14« 1,99 23,91¢ 35,05¢ 590,28: 625,33¢
One-to-four family - mixec-use property 23,05: 2,19t 28,96¢ 54,21¢ 660,51° 714,73
One-to-four family - residentia 3,52t 887 10,18¢ 14,597 209,72: 224,31¢
Cc-operative apartmen 19 - 13z 152 5,78¢ 5,937
Construction loan 2,49¢ 5,24t 2,66t 10,40¢ 49,89! 60,29t
Small Business Administratic 57 14¢€ 59¢ 803 14,06¢ 14,86¢
Taxi medallion - - - - 71,76 71,76
Commercial business and other 37 1 6,721 6,76¢ 185,54¢ 192,31

Total $ 65,048 $ 12,59¢ $ 108,06  $ 185,71( $ 3,029,870 $  3,215,58
The following table shows an age analysis of ouoréed investment in loans at December 31, 2010:

Greatel
30- 59 Days 60 - 89 Days than Total Pas
(in thousands Past Due Past Due 90 Days Due Current Total Loans
(in thousands

Multi-family residentia $ 30,79¢ $ 7012 % 35,73¢  $ 73,54¢ $ 1,178,62 $ 1,252,17
Commercial real esta 17,167 2,181 26,13¢ 45,48: 617,31: 662,79
One-to-four family - mixec-use propert 19,59¢ 6,37¢ 30,47¢ 56,45( 672,36( 728,81(
One-to-four family - residentia 4,82¢ 1,04¢ 10,69¢ 16,567 224,80¢ 241,37t
Cc-operative apartmen 13z - - 13z 6,082 6,21¢
Construction loan 2,90 5,48t 4,46t 12,85( 62,66¢ 75,51¢
Small Business Administratic 41¢€ 991 1,15¢ 2,56¢ 14,94: 17,51
Taxi medallion - - - - 88,26¢ 88,26¢
Commercial business and other 4,53¢ 3 3,42¢F 7,962 179,19¢ 187,16:

Total $ 80,371  $ 23,09¢  $ 112,09: $ 215,56.  $ 3,044,260 $ 3,259,822

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

For the six month
ended June 3

(In thousands 2011 2010

Balance, beginning of peric $ 27,69¢ $ 20,32«
Provision for loan losse 10,00( 10,00(
Chargeoff's (8,559) (5,201)
Recoveries 21¢ 787
Balance, end of period $ 29,35¢ $ 25,91(
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The following table shows the activity in the allamce for loan losses for the six months ended 30n2011:

One-tofour
family - One-tofour Commercia
Multi-family Commercis mixed-use family - Co-operative Constructior Small Busines  Taxi  business ar

(in thousands residential real estatt  property  residentia _apartment: loans Administratior medallior other Total

Allowance for credit losses:

Beginning balanc $ 9,007 $ 4,90t $ 5997 $ 93¢ $ 17 $ 58¢ $ 1,30 $ 63¢ $ 4,30¢ $ 27,69¢
Chargroff's (1,817 (2,522) (58¢) (1,99)) - (703) (48¢) - (450) (8,559
Recoverie: 21 - 10¢ 63 - - 17 - 9 21¢
Provision 2,142 2,928 (1,049 2,74¢ 10 1,19¢ 637 (582) 1,97¢ 10,00(¢

Ending balance $ 9,352 $ 5,30¢ $ 4,46¢ $ 1,75€ $ 27 $ 1,07¢ $ 1,46¢ $ 57 % 5841 § 29,35¢

Ending balance: individually evaluated for impaimt $ 91 $ 162 $ 34 $ - $ - $ 302 $ 552 $ - $ 3,082 $ 4,22¢

Ending balance: collectively evaluated for impaint $ 9,26: $ 5,14€ $ 443. $ 1,75€ $ 27 $ 77€ $ 91€ $ 57 $ 2,75¢ $ 25,13¢

Financing Recevables

Ending balance $ 1,242,300 $ 590,28: $ 660,51 $ 209,72. $ 578 $ 49,89: $ 14,066 $ 71,761 $ 185,54¢ $3,029,87!

Ending balance: individually evaluated for impaimt $§  32,46¢ $ 17,13: $ 16,87¢ $ 2,682 $ -$  2343($ 1,10€ $ 6,132 $ 2,00 $ 101,82

Ending balance: collectively evaluated for impaint $ 1,209,831 $ 573,14¢ $ 643,64 $ 207,04( $ 5,78t $ 26,467 $ 12,96( $ 65,63 $ 183,54¢ $2,928,05:
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The following table shows our recorded investmangpaid principal balance and allocated allowancéd@an losses, average recorded investment ancesitincome recognized for loans that
were considered impaired at or for the six monttiggeended June 30, 2011:

Unpaid Average Interest
Recordec Principal Relatec Recordec Income
Investmen Balance Allowance Investmen Recognize(

(Dollars in thousands
With no related allowance recorde
Mortgage loans

Multi-family residentia $ 38,72. % 44,44 $ -8 37,79: % ililg
Commercial real esta 38,577 43,68¢ - 33,91¢ 42¢€
One-to-four family mixec-use property 30,95: 33,23¢ - 31,45 48
One-to-four family residentia 10,48: 12,61: - 10,19( 13
Cc-operative apartmen 13z 13z - 67 -
Constructior 11,17¢ 11,17¢ - 10,79¢ 13¢€

Non-mortgage loans -
Small Business Administratic - - - - -
Taxi Medallion - - - -
Commercial Business and other 17,32¢ 17,56¢ - 17,40¢ 342
Total loans with no related allowance recorded 147,37¢ 162,85¢ - 141,61¢ 1,08(

With an allowance recorde
Mortgage loans

Multi-family residentia 13,107 13,107 91 13,06¢ 181
Commercial real esta 3,83¢ 3,96¢€ 162 3,85: 52
One-to-four family mixec-use propert 2,42¢ 2,44¢ 34 1,98¢ 19
One-to-four family residentia - - - 28€ -
Cc-operative apartmen - - - - -
Constructior 23,43( 23,43( 303 23,82« 46¢
Non-mortgage loans
Small Business Administratic 1,10¢ 1,10¢ 552 1,20z 9
Taxi Medallion - - - - -
Commercial Business and other 8,13 8,797 3,08z 8,097 101
Total loans with an allowance recorded 52,04( 52,85 4,22¢ 52,31: 831
Total Impaired Loans
Total mortgage loans $ 17284  $ 188,24: $ 59C $ 167,22  $ 1,45¢
Total non-mortgage loans $ 26,56¢ $ 27,46¢  $ 363 $ 26,70C $ 452

In accordance with our policy and the current teguy guidelines, we designate loans as “Speciahfién,” which are considered “Criticized Loansyida“Substandard,” “Doubtful,or
“Loss,” which are considered “Classified Loansf.alloan does not fall within one of the previousntioned categories then the loan would be consiti&Pass."We designate a loan
Substandard when a welkefined weakness is identified that jeopardizes dhderly liquidation of the debt. We designate anldDoubtful when it displays the inherent weaknets
Substandard loan with the added provision thatectibn of the debt in full, on the basis of exigtifacts, is highly improbable. We designate a laanLoss if it is deemed the debta
incapable of repayment. Loans that are designasedoss are charged to the Allowance for Loan Leskeans that are nomecrual are designated as Substandard, Doubtfubss. Wt
designate a loan as Special Mention if the asses dot warrant classification within one of theesthlassifications, but does contain a potentiadkmess that deserves closer attention.
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The following table sets forth the recorded investirin loans designated as Criticized or Classidiedune 30, 2011:

(In thousands Special Mentio Substandarn Doubtful Loss Total
Multi-family residentia $ 17,76:  $ 50,75 $ - $ - $ 68,51¢
Commercial real esta 16,00¢ 42,41* - - 58,42(
One-to-four family - mixec-use propert 18,561 32,57¢ - - 51,14(
One-to-four family - residentia 2,86: 10,48 - - 13,34¢
Cc-operative apartmen - 13z - - 1332
Construction loan 2,462 34,60¢ - - 37,071
Small Business Administratic 32C 817 28¢ - 1,42¢
Commercial business and other 3,654 24,22¢ 1,23¢ - 29,11¢
Total loans $ 61,62¢ $ 196,01 $ 1526 $ - 8 259,17:

The following table sets forth the recorded investirin loans designated as Criticized or ClassiéieBecember 31, 2010:

(In thousands Special Mentio Substandan Doubtful Loss Total
Multi-family residentia $ 20,277 $ 51,62t $ - $ - $ 71,90:
Commercial real esta 13,22¢ 32,12( - - 45,34¢
One-to-four family - mixec-use propert 15,54¢ 33,53¢ - - 49,08¢
One-to-four family - residentia 2,84¢ 10,87« - - 13,72:
Cc-operative apartmen - - - - -
Construction loan 5,94t 30,58¢ - - 36,53«
Small Business Administratic 558 1,432 - - 1,99(
Commercial business and other 14,302 13,62¢ 1,23¢ - 29,16¢

Total loans $ 72,708 $ 173,80t $ 1,236 $ - 8 247,75
6. Other Real Estate Owned

The following are changes in Other Real Estate QWf®REO”) during the period indicated:

For the six months endt¢

June 30
2011 2010
(In thousands
Balance at beginning of peri $ 1,58 $ 2,262
Acquisitions 1,861 3,39(
Sales (1,62]) (2,64¢)
Balance at end of period $ 1,82t $ 3,004

During the three months ended June 30, 2011 and, 26& Company recorded gross gains from the $alR&O in the amount of $251,000 and $8,000, respyg. During the three mont
ended June 30, 2011, the Company recorded no pesas from the sale of OREO and in 2010, recoldesks in the amount of $133,000. During the sixtin® ended June 30, 2011
2010, the Company recorded gross gains from tlee afaDREO in the amount of $251,000 and $117,08€pactively. During the six months ended June 8@12and 2010, the Compz
recorded gross losses from the sale of OREO iratheunt of $12,000 and $150,000, respectively. Tétegains / losses on the sale of OREO are inclimi¢hde Consolidated Statement:
Income in Other operating expenses.

-20-




PART | — FINANCIAL INFORMATION

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

7. Stock-Based Compensation

For the three months ended June 30, 2011 and #d@ompany’s net income, as reported, includeS B0llion and $0.4 million, respectively, of stoblased compensation costs and
million and $0.2 million, respectively, of incomaxt benefits related to the stock-based compensptars. For the six months ended June 30, 201128m6, the Compang’net income, :
reported, includes $1.7 million and $1.4 millioaspectively, of stock-based compensation costsbar@imillion and $0.5 million, respectively, of mme tax benefits related to the stdmse:
compensation plans.

The Company estimates the fair value of stock mgtissing the Blackcholes valuation model. Key assumptions usedtimate the fair value of stock options include éxercise price of tt
award, the expected option term, the expected ilijaif the Company’s stock price, the risk-fregearest rate over the optiorespected term and the annual dividend yield. Thengany use
the fair value of the common stock on the datevedirad to measure compensation cost for restrictecksinit awards. Compensation cost is recognizedt the vesting period of the aw.
using the straight line method. During the six nhenénded June 30, 2011 and 2010, the Company drah8095 and 169,820 restricted stock units, smdy. There were no stock optic
granted during the six month periods ended Jun@@D]. and 2010. There were no stock options a@ricesd stock units granted during the three mgtiods ended June 30, 2011 and 2010.

The 2005 Omnibus Incentive Plan (“Omnibus Plarmeame effective on May 17, 2005 after adoptiothieyBoard of Directors and approval by the stocttbd. The Omnibus Plan authori
the Compensation Committee of the Company’s Bo&miectors (the “Compensation Committee”) to grantariety of equity compensation awards as welbag+term and annual ca
incentive awards, all of which can be structuredasao comply with Section 162(m) of the InternavBnue Code of 1986, as amended (the “Internahtev€ode”).On May 17, 201:
stockholders approved an amendment to the Omnilaumsa®thorizing an additional 625,000 shares ferfos full value awards. These additional shaaésng with shares remaining that w
previously authorized by stockholders under the61B@stricted Stock Incentive Plan and the 1996 kS@gtion Incentive Plan, are available for usewdbvalue awards and ndidl value
awards under the Omnibus Plan. As of June 30, 20kte are 720,283 shares available for full vauards and 300 shares available for fidhvalue awards. To satisfy stock opt
exercises or fund restricted stock and restrictedksunit awards, shares are issued from treastogksif available, otherwise new shares are issu@ghnts and awards under the 1
Restricted Stock Incentive Plan and the 1996 S@ption Incentive Plan prior to the effective dafetee Omnibus Plan remained outstanding as issTieel.Company will maintain separ
pools of available shares for full value as oppasedon-full value awards, except that shares @ambved from the non-full value pool to the fullw& pool on a 3-fod basis. The exerci
price per share of a stock option grant may ndebs than the fair market value of the common stifdcke Company, as defined in the Omnibus Plartherdate of grant, and may not be re-
priced without the approval of the Compasgtockholders. Options, stock appreciation rigtstricted stock, restricted stock units and o#teck based awards granted under the Om
Plan are generally subject to a minimum vestingogeof three years with stock options having ayg@r contractual term. Other awards do not haven&ractual term of expiration. Restric
stock unit awards include participants who havechied or are close to reaching retirement eligibilat which time such awards fully vest. These am®ware included in stodkase:
compensation expense.

Full Value AwardsThe first pool is available for full value awardsich as restricted stock unit awards. The pool éldecreased by the number of shares grantedl agliue awards. Tt
pool will be increased from time to time by: (1gthumber of shares that are returned to or retdigede Company as a result of the cancellatiopiration, forfeiture or other termination c
full value award (under the Omnibus Plan or the6lB@stricted Stock Incentive Plan); (2) the setdehof such an award in cash; (3) the delivershtoaward holder of fewer shares thar
number underlying the award, including shares whighwithheld from full value awards; or (4) theremder of shares by an award holder in paymetti@Exercise price or taxes with res)
to a full value award. The Omnibus Plan will alltve Company to transfer shares from the non-fuliepool to the full value pool on a 3-farbasis, but does not allow the transfer of st
from the full value pool to the non-full value pool
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The following table summarizes the Company’s fallue awards at or for the six months ended Jun2(®0i.:

Weighte-Average

Gran-Date

Full Value Awards Shares Fair Value
Non-vested at December 31, 2C 287,00: $ 13.02
Granted 213,09! 14.5%
Vested (121,129 14.2¢
Forfeited (4,089 13.8¢
Non-vested at June 30, 2011 374,88t $ 13.4%
Vested but unissued at June 30, 2011 87,90¢ $ 12.92

As of June 30, 2011, there was $4.2 million of ltetarecognized compensation cost related to vested full value awards granted under the OmnRlas. That cost is expected to
recognized over a weightederage period of 3.1 years. The total fair vadfieewards vested for the three months ended Jup@@®0L and 2010 were $0.5 million and $0.7 mill
respectively. The total fair value of awards vddtr the six months ended June 30, 2011 and 2Gt@ #1.7 million and $1.4 million, respectively.efested but unissued full value aw:
consist of awards made to employees and directbosaxe eligible for retirement. According to thente of the Omnibus Plan, these employees and direbgve no risk of forfeiture. The
shares will be issued at the original contractestting dates.

Nor-Full Value Awards: The second pool is available for nartvalue awards, such as stock options. The polblbe increased from time to time by the numbesloares that are returnec
or retained by the Company as a result of the diatiom, expiration, forfeiture or other terminatif a nonfull value award (under the Omnibus Plan or the619%ck Option Incenti\
Plan). The second pool will not be replenishedsbgres withheld or surrendered in payment of theraése price or taxes, retained by the Company @swlt of the delivery to the aw:
holder of fewer shares than the number underlyliegatwvard or the settlement of the award in cash.

The following table summarizes certain informatregarding the non-full value awards, all of whidvh been granted as stock options, at or for thmeinths ended June 30, 2011:

Weightec Weighte(-Average Aggregate

Average Remaining Intrinsic
Exercise Contractua Value
Non-Full Value Awards Shares Price Term ($000) *
Outstanding at December 31, 2( 1,247,88! $ 14.5]
Granted - -
Exercisec (175,57() 11.8(C
Forfeited (92,859 12.9¢
Outstanding at June 30, 2011 979,46(  $ 15.1¢ 4C  $ 57¢
Exercisable shares at June 30 2011 859,50( $ 15.4¢ 3 % 26¢
Vested but unexercisable shares at June 30, 2011 3,600 $ 14.5¢ 6.6 $ 5

* The intrinsic value of a stock option is the difénce between the market value of the underlytimgksand the exercise price of the option.
As of June 30, 2011, there was $0.3 million of ltatarecognized compensation cost related to undesomfull value awards granted under the Omnibus Pldrat Eost is expected to

recognized over a weighted-average period of laBsyeThe vested but unexercisable fhvalue awards were made to employees who agébtd for retirement. According to the terms
the Omnibus Plan, these employees have no ristrfeifure. These awards will be exercisable atttiginal contractual vesting dates.
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Cash proceeds, fair value received, tax benefitd,iatrinsic value related to stock options exerdisind the weighted average grant date fair valuetions granted, during the six mor
ended June 30, 2011 are provided in the followaimet

For the three months end For the six months endt¢
June 30 June 30

(In thousands) 2011 2010 2011 2010
Proceeds from stock options exerci: $ 149 $ 23 % 2,01¢ $ 238
Fair value of shares received upon exercised aksiptions 54 37C 54 37C
Tax benefit (expense) related to stock options@sed 247 15 182 15
Intrinsic value of stock options exercis 34C 15€ 41¢ 15€
Grant date fair value at weighted aver: n/e n/e n/e n/e

Phantom Stock Plarthe Company maintains a ngualified phantom stock plan as a supplement tpritéit sharing plan for officers who have achievbd level of Senior Vice President i
above and completed one year of service. Howefficers who had achieved at least the level ofevizesident and completed one year of service midanuary 1, 2009 remain eligible
participate in the phantom stock plan. Awardsraegle under this plan on certain compensation bkl for awards made under the profit sharingipldue to the terms of the profit shal
plan and the Internal Revenue Code. Employeesveeaiards under this plan proportionate to the arnhthey would have received under the profit slaphan, but for limits imposed by t
profit sharing plan and the Internal Revenue Cdde awards are made as cash awards, and then mht@icommon stock equivalents (phantom sharethleathen current market value
the Company’s common stock. Dividends are crediteeich employes’account in the form of additional phantom shaaesh time the Company pays a dividend on its comshaek. In th
event of a change of control (as defined in themplan employes’interest is converted to a fixed dollar amourd deemed to be invested in the same manner asthrgst in the Savin
Bank’s nongualified deferred compensation plan. Employees weder this plan 20% per year for 5 years. Empdsy@&lso become 100% vested upon a change of coBimployees recei
their vested interest in this plan in the form afash lump sum payment or installments, as elduyettie employee, after termination of employmerite Tompany adjusts its liability unt
this plan to the fair value of the shares at thet @neach period.

The following table summarizes the Phantom Stoek Rk or for the six months ended June 30, 2011:

Phantom Stock Plzg Shares Fair Value
Outstanding at December 31, 2( 30,97C $ 14.0C
Granted 7,641 14.22
Forfeited - -
Distributions (111 14.62
Outstanding at June 30, 2011 38,50t $ 13.0(
Vested at June 30, 2011 37,98¢ % 13.0C

The Company recorded stoblesed compensation expense (benefit) for the PhmaBtock Plan of $67,000 and $(9,000) for the thmesiths ended June 30, 2011 and 2010, respectilieé
total fair value of the distributions from the Phamn Stock Plan was $1,000 and $2,000 for the threeths ended June 30, 2011 and 2010, respectively.

For the six months ended June 30, 2011 and 20&0C&mpany recorded stotiesed compensation expense (benefit) for the PimasStock Plan of $(30,000) and $33,000, respectivEg
total fair value of the distributions from the Pk@amn Stock Plan during the six months ended Jun@@0] and 2010 were $2,000 and $4,000, respectively
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8. Pension and Other Postretirement Befit Plans

The following table sets forth information regamglithe components of net expense for the pensiorotred postretirement benefit plans.

Three months ende Six months ende
June 30 June 30
(In thousands 2011 2010 2011 2010
Employee Pension Pla
Interest cos $ 24 $ 23¢ % 49z % 47¢
Amortization of unrecognized lo 152 91 30€ 18z
Expected return on plan assets (30¢) (312) (61€) (624
Net employee pension expense $ 91 $ 18 % 182 $ 36
Outside Director Pension Ple
Service cos $ 17 $ 16 34 3 32
Interest cos 31 33 62 66
Amortization of unrecognized ge (23) (24) (26) (28)
Amortization of past service liability 10 10 20 20
Net outside director pension expense $ 45 $ 45 $ 90 $ 90
Other Postretirement Benefit Plal
Service cos $ 78 $ 68 15€¢ $ 13€
Interest cos 52 52 104 104
Amortization of unrecognized lo - 2 - 4
Amortization of past service credit (21) (21) (42 (42
Net other postretirement expense $ 10¢  $ 101 $ 21€ 3% 20z

The Company previously disclosed in its Consoliddtmancial Statements for the year ended DeceBihe2010 that it expects to contribute $0.2 milltoreach of the Comparg/Employe
Pension Plan (the “Employee Pension Plan”) andthside Director Pension Plan (the “Outside Dire€ension Plan”) and $0.1 million to the other pmsirement benefit plans (th©thel
Postretirement Benefit Plansuring the year ending December 31, 2011. As oé B0 2011, the Company has contributed $117,0@6et&Employee Pension Plan, $44,000 to the Ot
Director Pension Plan and $25,000 to the OtherrBrgment Benefit Plans. As of June 30, 2011,Gbenpany has not revised its expected contributfonshe year ending December
2011.

9. Fair Value of Financial Instruments

The Company carries certain financial assets amghfial liabilities at fair value in accordance lwASC Topic 825, “Financial Instruments” (“ASC Tom25"), and values those financ
assets and financial liabilities in accordance Wi8C Topic 820, “Fair Value Measurements and Disates” (“ASC Topic 820").ASC Topic 820 defines fair value as the price thatild be
received to sell an asset or paid to transfer kiliiya in an orderly transaction between markettiggzants at the measurement date, establisheaneefvork for measuring fair value, ¢
expands disclosures about fair value measuremé&®€ Topic 825 permits entities to choose to measuany financial instruments and certain other gatfair value. At June 30, 2011,
Company carried financial assets and financialilliéds under the fair value option with fair vakief $75.1 million and $30.7 million, respectivet December 31, 2010, the Comp.
carried financial assets and financial liabilitiesder the fair value option with fair values of #F3nillion and $32.2 million, respectively. The Cpamy elected to measure at fair vi
securities with a cost of $10.0 million that wengrghased during the six months ended June 30, ZDdring the six months ended June 30, 2010, the 2oy did not elect to carry a
additional financial assets or financial liabilgiender the fair value option.
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The following table presents the financial assets financial liabilities reported at fair value werdhe fair value option, and the changes in falue included in the Consolidated Stateme
Income — Net gain from fair value adjustments,refbo the periods ended as indicated:

Fair Value Fair Value Changes in Fair Values For Items Measured at Faln&
Measurement Measurements Pursuant to Election of the Fair Value Opt

at June 30, at December 3! Three Months Ende Six Months Ende
(Dollars in thousands) 2011 2010 June 30,201 June 30,201 _ June 30,201 _ June 30, 201
Mortgage-backed securitie $ 44,07 $ 51,478  $ 207 % 61€ $ (39%%) $ 1,18¢
Other securitie: 31,00¢ 21,57« (260) (60) (769) 124
Borrowed funds 30,702 32,221 1,09¢ 2,067 1,521 2,92¢
Net gain from fair value adjustmer® $ 1,042 $ 2,62: $ 357 $ 4,23¢
1) The net gain from fair value adjustments preseitetie above table does not include net losses &f fillion and $2.7 million for the three monthsded June 30, 2011 and 2C

respectively, from the change in the fair valuéendérest rate cap

) The net gain from fair value adjustments preseinetie above table does not include net losseslLdf #iillion and $4.4 million for the six months extiJune 30, 2011 and 20

respectively, from the change in the fair valuénoérest rate cap

Included in the fair value of the financial assatsl financial liabilities selected for the fair valoption is the accrued interest receivable oapkeyfor the related instrument. One pooled
preferred security is over 90 days past due andCtrepany has stopped accruing interest. The Compantinues to accrue on the remaining financialrimsents and reports as inte
income or interest expense in the Consolidatece8t@ant of Income the interest receivable or payahléhe financial instruments selected for the ¥aiue option at their respective contrac
rates.

The borrowed funds had a contractual principal amhad $61.9 million at June 30, 2011 and Decemlgr2®10. The fair value of borrowed funds includesrued interest payable of §
million at June 30, 2011 and December 31, 2010.

The Company generally holds its earning assetsy attan securities available for sale, to matuaitg settles its liabilities at maturity. Howevairfvalue estimates are made at a specific
in time and are based on relevant market informafidese estimates do not reflect any premiumsradint that could result from offering for saleoae time the Company’entire holdings «
a particular instrument. Accordingly, as assumpichange, such as interest rates and prepaymairtyjafue estimates change and these amounts ntayegessarily be realized in
immediate sale.

Disclosure of fair value does not require fair waloformation for items that do not meet the déifimi of a financial instrument or certain otherafirtial instruments specifically excluded fr
its requirements. These items include core depusinhgibles and other customer relationships, pgemand equipment, leases, income taxes, foreghwepdrties and equity.

Further, fair value disclosure does not attempvatie future income or business. These items maynaterial and accordingly, the fair value informatipresented does not purpor
represent, nor should it be construed to represiemtinderlying “market” or franchise value of Bempany.

Financial assets and financial liabilities reportgdair value are required to be measured baseeitbar: (1) quoted prices in active markets famnitical financial instruments (Level 1);
significant other observable inputs (Level 2); 8y gignificant unobservable inputs (Level 3).

A description of the methods and significant asstimng utilized in estimating the fair value of tB®mpanys assets and liabilities that are carried at falue on a recurring basis are
follows:

Level 1 —where quoted market prices are available in avectiarket. At June 30, 2011, Level 1 includes lcaralable for sale. The Company did not value ahis assets or liabilities tF
are carried at fair value on a recurring basiseseL1 at December 31, 2010.
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Level 2 —when quoted market prices are not available, faluer is estimated using quoted market prices fimilai financial instruments and adjusted for diffleces between the quo
instrument and the instrument being valued. Faluer can also be estimated by using pricing moaelsliscounted cash flows. Pricing models prinyanise markebased or independen
sourced market parameters as inputs, includingnbulimited to, yield curves, interest rates, egoir debt prices, and credit spreads. In additioabservable market information, models
incorporate maturity and cash flow assumptionsJuxte 30, 2011 and December 31, 2010, Level 2 iesluaortgage related securities, corporate debiraexst rate caps.

Level 3 —when there is limited activity or less transpareaoyund inputs to the valuation, financial instruntseare classified as Level 3. At June 30, 201d Becember 31, 2010, Leve
includes trust preferred securities owned by anébjusubordinated debentures issued by the Company.

The methods described above may produce fair vahatsnay not be indicative of net realizable vabueeflective of future fair values. While the Cpany believes its valuation methods
appropriate and consistent with those of other etaplarticipants, the use of different methodologassumptions and models to determine fair valueedfain financial instruments col
produce different estimates of fair value at theoréing date.

The following table sets forth the assets and liias that are carried at fair value on a recugiirasis, classified within Level 3 of the valuathierarchy for the period indicated:

For the Six months ende¢

June 30, 201
Trust preferre  Junior subordinate
securities debenture

(In thousands

Beginning balanc: $ 10,14« $ 32,22¢
Transfer into Level : - -
Net loss from fair value adjustmeof financial asset (954) -
Net gain from fair valuadjustment of financial liabilitie - (1,520
Decrease in accrued inter - 4)
Change in unrealized losses included in other celmarsive income (1,659 -
Ending balance $ 7,536 $ 30,70

The following table sets forth the assets and lités that are carried at fair value on a recugrirasis, and the method that was used to detertméirefair value, at June 30, 2011 and Decel
31, 2010:

Quoted Price:

in Active Markets Significant Othel Significant Othel
for Identical Asset Observable Input Unobservable Input Total carried at fair valu
(Level 1) (Level 2) (Level 3) on a recurring bas
June 30 December 3: June 30 December 3: June 30 December 3: June 30 December 3:
2011 2010 2011 2010 2011 2010 2011 2010
(in thousands
Assets:
Loans available for sa $ 4,13¢  $ - % - % - $ - 8 - % 4,13¢  $ =
Mortgage-backedSecurities - - 798,99¢ 754,07 - - 798,99¢ 754,07
Other securitie - - 47,28¢ 39,96¢ 7,53¢€ 10,14« 54,82( 50,11:
Interest rate caps - - 1,332 2,50¢ - - 1,332 2,50¢
Total assets $ 4,13¢ % - $ 84761 $ 796,55 $ 7,53€  $ 10,14« $ 859,29 $  806,69¢
Liabilities:
Borrowings $ - $ - $ - $ -3 30,70  $ 32,227 $ 30,702 $ 32,22,
Total liabilities $ - % - 8 - 8 - % 30,70:  $ 32,220 $ 30,70:  $ 32,22i
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The following table sets forth the Company’s assk#t are carried at fair value on a necurring basis, and the method that was used terrdime their fair value, at June 30, 2011
December 31, 2010:

Quoted Price

in Active Markets Significant Othel Significant Othel

for Identical Asset Observable Input Unobservable Input Total carried at fair valu

(Level 1) (Level 2) (Level 3) on a nokrecurring basi
June 30 December 31 June 30 December 31  June 30 December 3: June 30 December 3:

2011 2010 2011 2010 2011 2010 2011 2010
(in thousands
Assets:

Impaired loan: $ - $ - 3 - 3 - $ 55,83¢ $ 51,61¢ $ 55,83¢ $ 51,61¢
Other Real estate owned - - - - 1,82¢ 1,58¢ 1,82¢ 1,58¢
Total assets $ - 8 - 3 - 3 - 8 57,661 $ 53,200 $ 57,661 $ 53,20

The Company did not have any liabilities that weaeried at fair value on a non-recurring basisuaeJ30, 2011 and December 31, 2010.

The estimated fair value of each material clasfinaincial instruments at June 30, 2011 and DecerBlhe2010 and the related methods and assumptisets to estimate fair value are
follows:

Cash and Due from Banks, Overnight Interest-EarningDeposits and Federal Funds Sold, FHLBNY stock, Bank Owned Life Insurance, Interest and Dvidends Receivable
Mortgagors’ Escrow Deposits and Other Liabilities:

The carrying amounts are a reasonable estimatsrofdlue.

Securities Available for Sale:

Securities available for sale are carried at falug in the Consolidated Financial Statements. Wdire is based upon quoted market prices (Levepdt), where available. If a quoted mal
price is not available, fair value is estimatechgsjuoted market prices for similar securities adpisted for differences between the quoted ingtntrand the instrument being valued (Lev
input). When there is limited activity or less tsparency around inputs to the valuation, securdiesclassified as (Level 3 input).

Loans Available for Sale:

Loans available for sale are carried at fair vaifutne Consolidated Financial Statements. Fairevédlbased upon quoted market prices (Level 1 )nput

Loans:

The estimated fair value of loans, with carryingoamts of $3,231.2 million and $3,276.3 million ané 30, 2011 and December 31, 2010, respectivelg, $8,352.0 million and $3,35!
million at June 30, 2011 and December 31, 201@eetbrely.

Fair value is estimated by discounting the expedt#dre cash flows using the current rates at whsithilar loans would be made to borrowers with famcredit ratings and remaini
maturities (Level 2 input).

For non-accruing loans, fair value is generallyneated by discounting managemengstimate of future cash flows with a discoun¢ @mmensurate with the risk associated with ssebt
(Level 2 input).

Due to Depositors:

The estimated fair value of due to depositors, wilrying amounts of $3,089.1 million and $3,16@\#ion at June 30, 2011 and December 31, 201(eets/ely, was $3,111.2 million a
$3,212.6 million at June 30, 2011 and DecembeRB10, respectively.

The fair values of demand, passbook savings, NOWraoney market deposits are, by definition, eqaahe amount payable on demand at the reportinesdat. their carrying value). T

fair value of fixed-maturitycertificates of deposits are estimated by discognthe expected future cash flows using the raie®notly offered for deposits of similar remainimgturities (Leve
2 input).
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Borrowings:

The estimated fair value of borrowings, with cangiamounts of $762.7 million and $708.7 millionJanhe 30, 2011 and December 31, 2010, respectively,$718.5 million and $73¢
million at June 30, 2011 and December 31, 201@eetbrely.

The fair value of borrowings is estimated by disating the contractual cash flows using interestsan effect for borrowings with similar maturitiead collateral requirements (Level 2 in)
or using a market-standard model (Level 3 input).

Interest Rate Caps:

The estimated fair value of interest rate capsaiaé B0, 2011 and December 31, 2010 was $1.3 mélih$2.5 million, respectively. The Company hasdesignated the interest rate cap
agreements as hedges as defined under the Deeisativd Hedging Topic of the Financial Accountingn@ards Board (“FASB”) ASC. Interest rate capscameied at fair value in the
Consolidated Financial Statements in “Other assats’changes in their fair value are recorded tjincarnings in the Consolidated Statements of IecoiMet gain (loss) from fair value
adjustments. The Company purchased interest apt® during 2009 with a notional amount of $100.0ion. The Company uses interest rate caps to ngitagxposure to rising interest
rates on its financial liabilities without statecturities. Fair value for interest rate caps isebaspon broker quotes (Level 2 input). The Compaaprded net losses of $1.2 million and
$2.7 million for the three months ended June 30,128nd 2010, respectively, from the change in direvialue of interest rate caps and net lossed & fillion and $4.4 million for the six
months ended June 30, 2011 and 2010, respectivety,the change in the fair value of interest @ps.

Other Real Estate Owned:

OREO are carried at the lower of cost or fair valiée fair value is based on appraised value git@icurrent appraisal, or sometimes through anat review, additionally adjusted by
estimated costs to sell the property (Level 3 ihput

Other Financial Instruments:

The fair values of commitments to sell, lend orrbar are estimated using the fees currently chamgeghid to enter into similar agreements, taking iaccount the remaining terms of
agreements and the present creditworthiness afdbeterparties or on the estimated cost to termitiem or otherwise settle with the counterpasiethe reporting date. For fixadte loal
commitments to sell, lend or borrow, fair valuesoatonsider the difference between current levieiisterest rates and committed rates (where appkga

At June 30, 2011 and December 31, 2010, the faiegaof the above financial instruments approxintlagerecorded amounts of the related fees and mareonsidered to be material.
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10. Income Taxes

Flushing Financial Corporation files consolidatezti€ral and combined New York State and New York @itome tax returns with its subsidiaries, witle #xception of Flushing Financ
Capital Trust I, Flushing Financial Capital Tru$t and Flushing Financial Capital Trust IV, whidile separate Federal income tax returns as trastd Flushing Preferred Fund
Corporation, which files a separate Federal and Merk State income tax return as a real estatesinvent trust.

Income tax provisions are summarized as follows:

For the Three montt For the Six month
ended June 3( ended June 3(
(In thousands 2011 2010 2011 2010
Federal:
Current $ 5040 $ 397C % 8,866 $ 9,117
Deferred (47€) (219) (390 (1,412
Total federal tax provision 4,56¢ 3,751 8,47¢ 7,70C
State and Loca
Current 1,64¢ 1,03¢ 2,752 2,46¢
Deferred (21¢) 86 (179 (129
Total state and local tax provision 1,427 1,12¢ 2,578 2,33¢
Total income tax provision $ 5991 $ 4878 $ 11,04¢ $ 10,03¢

The income tax provision in the Consolidated Statets of Income has been provided at effective rate39.8% and 38.9% for the three months ended 30n2011 and 2010, respectivi
and 39.4% and 39.1% for the six months ended JOn2M.1 and 2010, respectively.

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

For the three montt For the six month
ended June 3( ended June 3(

(dollars in thousands 2011 2010 2011 2010
Taxes at federal statutory re $ 5,27: 35.% $ 4,392 35.(% $ 9,821 35.(% 8,99:¢ 35.(%
Increase (reduction) in taxes resulting frc

State and local income tax, net of Federal incor

tax benefil 927 6.2 73C 5.8 1,672 6.C 1,51¢ 5.¢

Other (209 1.4 (247) (1.9 (450 (1.6) (475) (1.9)

Taxes at effective rate $ 5,991 39.% $ 4,87% 38.% $ 11,04¢ 39.% $ 10,03¢ 39.1%

The Company has recorded a deferred tax assetlod $llion at June 30, 2011, which is included'@ther assetsin the Consolidated Statements of Financial CoouitThis represents t
anticipated net federal, state and local tax benefipected to be realized in future years uponutitieation of the underlying tax attributes corigimg this balance. The Company has rept
taxable income for federal, state, and local tasppses in each of the past three fiscal years.dnagement’s opinion, in view of the Companptevious, current and projected future earr
trend, the probability that some of the Compar§20.7 million deferred tax liability can be ugedffset a portion of the deferred tax asset, e & certain tax planning strategies, itis r
likely than not that the deferred tax asset wilfibéy realized. Accordingly, no valuation allowamwas deemed necessary for the deferred tax asheiea30, 2011.
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11. Accumulated Other Comprehensive Incoen(Loss):

The components of accumulated other comprehensogrie (loss) at June 30, 2011 and December 31, 2@d €he changes during the period are as follows:

Other
June 30 Comprehensivi  December 31
2011 Income (loss 2010
(In thousands

Net unrealized (loss) gain on securifavailable for sal $ 1865 $ 9%z $ 903
Net actuarial loss on pension plans other postretirement benef (4,867) 15E (5,022)
Prior service cost on pension plans and other grgment benefits 362 (13 37E
Accumulated other comprehensive loss $ (2,640 $ 1,10 $ (3,749
12. Regulatory

On July 21, 2011, under provisions of the Dodd-kreifall Street Reform and Consumer Protection Awt, $avings Bank’s primary regulator, the OfficeTafift Supervision (*OTS”)was
merged into the Office of the Comptroller of ther@mcy (“OCC”), and the Holding Comparsyprimary regulator, which had been the OTS, bedheé&ederal Reserve. The OCC, on Jul
2011, issued an Interim Final Rule containing #gutations issued by the OTS that the OCC has &tytlio promulgate and enforce as of July 21, 200His Interim Final Rule was effecti
as of July 21, 2011. The Savings Bank and the Hgl@ompany will continue to file regulatory repattisough the end of 2011 in accordance with theirequents that existed under the C
Beginning with the quarter ended March 31, 2012, $lavings Bank and the Holding Company will filgukatory reports in accordance with the requiremaitthe OCC and the Fede
Reserve, respectively. Under the regulations of @S, the Holding Company was not required to nuegtital requirements. Under the regulations of Fleeleral Reserve, the Hold
Company will be required to meet capital requiretaeimilar to that of the Savings Bank. If the HosiCompany had been subject to the capital remergs that applied to the Savings Bi
its capital ratios would have been slightly higtiean those of the Savings Bank, and it would haenlkzonsidered “well-capitalized” under regulat@guirements.
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Under current regulatory capital requirements,3heings Bank is required to comply with each oééhseparate capital adequacy standards. At Jyrg®30, the Savings Bank exceeded
of the three capital requirements and is categdriee"well-capitalized” under the prompt correctaation regulations. Set forth below is a sumnafrthe Savings Bank’s compliance:

(Dollars in thousands Amount Percent of Asse
Core Capital:
Capital leve $ 403,60° 9.31%
Well capitalizec 215,30¢ 5.0C
Excess 188,30: 4.37
Tier 1 Risk-Based Capital:
Capital leve $ 403,60° 13.5¢%
Well capitalizec 178,38° 6.0C
Excess 225,22( 7.5¢
Risk-Based Capital:
Capital leve $ 432,35¢ 14.5/%
Well capitalizec 297,31: 10.0¢
Excess 135,04¢ 4.5¢
13. New Authoritative Accounting Pronouoements

In January 2010, the FASB issued Accounting Staislalpdate (“ASU”) No. 20106, which amends the authoritative accounting quidaunder ASC Topic 820. The update require
following additional disclosures: (1) separatelgdidse the amounts of significant transfers in amidof Level 1 and Level 2 fair value measurememts describe the reasons for the tran
and (2) separately disclose information about pasel, sales, issuances and settlements in theciléatoon for fair value measurements using LevelThe update provides for amendmen
existing disclosures as follows: (1) fair valueaserement disclosures are to be made for each alassets and liabilities and (2) disclosurestaree made about valuation techniques
inputs used to measure fair value for both recgreind nonrecurring fair value measurements. Tluatgpalso includes conforming amendments to gulamcemployersdisclosures abo
postretirement benefit plan assets. The updagfféstive for interim and annual reporting peridasginning after December 15, 2009, except for tiselasures about purchases, si
issuances and settlements in the roll forward Gfigg in Level 3 fair value measurements. Thossclbsures are effective for fiscal years beginraftgr December 15, 2010, and for inte
periods within those fiscal years. Adoption of thglate did not have a material effect on the Camisaresults of operations or financial condition.

In February 2010, the FASB issued ASU No. 2010v@8ich amends the authoritative accounting guidamzter ASC Topic 855 Subsequent Evenfs The update provides that an SEC -
is required to evaluate subsequent events thrcuglddte financial statements are issued. HoweweSEC filer is not required to disclose the dateugh which subsequent events have
evaluated. The update was effective as of theafassuance. Adoption of this update did not haveaterial effect on the Company’s results of op@na or financial condition.

In July 2010, the FASB issued ASU No. 2010-20, Wwhaeends the authoritative accounting guidance uA8€ Topic 310 ‘Receivables’ The update is to provide financial statement t
with greater transparency about an entity’s alloweafor credit losses and the credit quality offiitencing receivables. The update requires disecéssthat facilitate financial statement users’
evaluation of the following: (1) the nature of ctetkk inherent in the entitg’ portfolio of financing receivables; (2) how thisk is analyzed and assessed in arriving at tloevahce for cred
losses and (3) the changes and reasons for thasgeh in the allowance for credit losses. An emdityquired to provide disclosures on a disaggeshbasis by portfolio segment and clas
financing receivables. This update requires theaesjn of currently required disclosures aboutrfaiag receivables as well as requiriadditional disclosures about financing receivablds
disclosures as of the end of a reporting periodeffiective for interim and annual reporting periadsling on or after December 15, 2010. The disciEsabout activity that occurs durin
reporting period are effective for interim and aaleporting periods beginning on or after Decenitier2010. See Note 5 of Notes to Consolidatedri€iiah Statements “Loans.”
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In January 2011, the FASB issued ASU No. 2011-Qickvtemporarily delays the effective date of thquired disclosures about troubled debt restrumgsricontained in ASU No. 2010-
20. The delay is intended to allow the FASB addil time to deliberate what constitutes a trouldebt restructuring. All other amendments contaimeASU No. 201020 are effective ¢
issued. Adoption of this update did not have a niteffect on the Company’s results of operationfinancial condition.

In April 2011, the FASB issued ASU No. 2011-02, ethiamends the authoritative accounting guidancemuA&C Topic 310 ‘Receivables” The update provides clarifying guidance &
what constitutes a troubled debt restructuring. Upeate provides clarifying guidance on a credit@valuation of the following: (1) how a restruatgr constitutes a concession and (2) il
debtor is experiencing financial difficulties. Tlenendments in this update are effective for thet finterim or annual period beginning on or aftene 15, 2011, and should be apf
retrospectively to the beginning of the annual qeérof adoption. In addition, disclosures about Iled debt restructurings which were delayed byisiselance of ASU No. 2010%, art
effective for interim and annual periods beginnamgor after June 15, 2011. Adoption of this updsiteot expected to have a material effect on then@my’s results of operations or financ
condition.

In April 2011, the FASB issued ASU No. 2011-03, ethiamends the authoritative accounting guidancemuASC Topic 860 ‘“Transfers and Servicing The amendments in this upd
remove from the assessment of effective controti{&)criterion requiring the transferor to have &hdity to repurchase or redeem the financial &sse substantially the agreed terms, ewv
the event of default by the transferee, and (2)ctiiateral maintenance implementation guidancateel to that criterion. The amendments in thisatpdre effective for the first interim
annual period beginning on or after December 1812@nd should be applied prospectively to tramsastor modifications of existing transactions tbatur on or after the effective d:
Early adoption is not permitted. Adoption of thigdate is not expected to have a material effe¢cherCompany’s results of operations or financialdition.

In May 2011, the FASB issued ASU No. 2011-04, whachends the authoritative accounting guidance uA&E Topic 820 “Fair Value Measurement The amendments in this upd
clarify how to measure and disclose fair value ur&8C Topic 820. The amendments in this updateetfeetive for the first interim or annual perioddiening on or after December 15, 2C
and should be applied prospectively to transact@nsodifications of existing transactions thaturcon or after the effective date. Early adoptismot permitted. Adoption of this updat
not expected to have a material effect on the Caoryipaesults of operations or financial condition.

In June 2011, the FASB issued ASU No. 2011-05, whimends the authoritative accounting guidanceud8€ Topic 220 “Comprehensive Incomé The amendments eliminate the op

to present components of other comprehensive indantiee statement of stockholders’ equity. Instethé, new guidance requires entities to presemalowner changes in stockholders’
equity either as a single continuous statemenbofprehensive income or as two separate but congeaiatements. The amendments in this updateffeetiee for the first interim or annt
period beginning on or after December 15, 2011, modt be applied retrospectively. Early adoptiopésmitted. Adoption of this update is not expedecave a material effect on
Company'’s results of operations or financial caodit
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ITEM 2.

This Quarterly Report should be read in conjunctigith the more detailed and comprehensive disckesuncluded in our Annual Report on Form K(er the year ended December
2010. In addition, please read this section injoantion with our Consolidated Financial Statemeatsl Notes to Consolidated Financial Statementsatoed herein.

As used in this Quarterly Report, the wo“we,” “us,” “our” and the “Company” are used to refer to Flushing Financial Corporatiand our consolidated subsidiaries, including Fling
Savings Bank, FSB (the “Savings Bank”) and FlusHiimmmmercial Bank (the “Commercial Bank,” and togathvith the Savings Bank, the “Banks”).

Statements contained in this Quarterly Report irgato plans, strategies, objectives, economicguerince and trends, projections of results of $igeactivities or investments and otl
statements that are not descriptions of histof@ets may be forwaréboking statements within the meaning of Sectioi 2T the Securities Act of 1933 and Section 21Bh#f Securitie
Exchange Act of 1934. Forwatdeking information is inherently subject to risksd uncertainties, and actual results could diffaterially from those currently anticipated duetoumber ¢
factors, which include, but are not limited to, faetors set forth in the preceding paragraph dselhere in this Quarterly Report, and in otherutoents filed by us with the Securities
Exchange Commission from time to time, includingthwut limitation, our Annual Report on Form 10-Brfthe year ended December 31, 2010. Fori@o#ling statements may be identif
by terms such as “may,” “will,” “should,” “could,"expects,” “plans,” “intends,” “anticipates,” “belves,” “estimates,” “predicts,” “forecasts,” “pote@i” or “continue” or similar terms or tr
negative of these terms. Although we believe thatexpectations reflected in the forwdodking statements are reasonable, we cannot gigerduture results, levels of activity, performe
or achievements. We have no obligation to updegee forward-looking statements.

Executive Summary

We are a Delaware corporation organized in May 1&9the direction of the Savings Bank. The SaviBgak was organized in 1929 as a New York Statetetesd mutual savings bank.
1994, the Savings Bank converted to a federallytehed mutual savings bank and changed its nanme Fioshing Savings Bank to Flushing Savings Bar88 FThe Savings Bank conver
from a federally chartered mutual savings bank tederally chartered stock savings bank on Nover2lier1995, at which time Flushing Financial Corpioraacquired all of the stock of
Savings Bank. The primary business of Flushing e Corporation at this time is the operatioritsfwholly owned subsidiary, the Savings Bank. Baings Bank owns four subsidiar
Flushing Commercial Bank, Flushing Preferred Fugdorporation, Flushing Service Corporation, an@® FP3operties Inc. In November 2006, the SavingskBaanched an internet bran
iGObanking.con® . The activities of Flushing Financial Corporatiore arimarily funded by dividends, if any, receivedrh the Savings Bank, issuances of junior subotdthaebt an
issuances of equity securities. Flushing Finar€@iporation’s common stock is traded on the NASDBQbal Select Market under the symbol “FFIC.”

Our principal business is attracting retail depofiiobm the general public and investing those digpdsgether with funds generated from ongoing apens and borrowings, primarily in |
originations and purchases of one-to-four familgc(fsing on mixed-use properties, which are progerthat contain both residential dwelling units @wodnmercial units), multiamily
residential and, to a lesser extent, commercidlestate mortgage loans; (2) construction loarnimauily for residential properties; (3) Small Busgs Administration (“SBA”Joans and othi
small business loans; (4) mortgage loan surrogatels as mortgage-backed securities; and (5) W&rgment securities, corporate fixedome securities and other marketable securifie
also originate certain other consumer loans.

Our results of operations depend primarily on netrest income, which is the difference betweenitheme earned on its interest-earning assetshanddst of our interedtearing liabilities
Net interest income is the result of our inter@se margin, which is the difference between theayeyield earned on inter-earning assets and the average cost of inteessing liabilities
adjusted for the difference in the average balarfi¢eterest-earning assets as compared to the gedr@ance of interest-bearing liabilities. We asoerate nomterest income from loan fe:
service charges on deposit accounts, mortgagecseg\ees, other fees, income earned on Bank Owifednsurance (“BOLI"), dividends on Federal HoBank of New York (“FHLB-NY™)
stock and net gains and losses on sales of sesugitid loans. Our operating expenses consist paiiiciof employee compensation and benefits, oceepand equipment costs, other ger
and administrative expenses and income tax expéngeesults of operations also can be significantlgetiéd by our periodic provision for loan losses specific provision for losses on r
estate owned.
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Our strategy is to continue our focus on beingnatitution serving consumers, businesses and gmesrtal units in our local markets. In furtherantéhés objective, we intend to:

« continue our emphasis on the origination of mudtifly residential and one-to-four family mixed-ys®perty mortgage loans;

transition from a traditional thrift to a more ‘comercial-like’ banking institution;

« increase our commitment to the multi-cultural mgpkace, with a particular focus on the Asian comityuim Queens;
« maintain asset quality;
« manage deposit growth and maintain a low cost d$uthrough:

] business banking deposi

. municipal deposits through government banking,
. new customer relationships via iGObanking.®;

cross sell to lending and deposit customers;
« take advantage of market disruptions to attraentadnd customers from competitors; and
« manage interest rate risk and capital.
There can be no assurance that we will be ablédotavely implement this strategy. Our strateggidbject to change by the Board of Directors.

Our investment policy, which is approved by the iioaf Directors, is designed primarily to manage ititerest rate sensitivity of our overall asseid dabilities, to generate a favorable re
without incurring undue interest rate risk and dreigk, to complement our lending activities amdprovide and maintain liquidity. In establishingranvestment strategies, we consider
business and growth strategies, the economic emwieat, our interest rate risk exposure, our inter@® sensitivity “gap’position, the types of securities to be held, atteeiofactors. W
classify our investment securities as availablestde.

We carry a portion of our financial assets andrfaal liabilities at fair value and record changesheir fair value through earnings in norierest income on our Consolidated Statemer
Income and Comprehensive Income. A descriptionhefftnancial assets and financial liabilities tha¢ carried at fair value through earnings candumd in Note 9 of the Notes to
Consolidated Financial Statements.

At June 30, 2011, total assets were $4,323.2 mjlliodecrease of $1.5 million from $4,324.7 millanDecember 31, 2010. Total loans, net decrea46d $nillion, or 1.4%, during the ¢
months ended June 30, 2011 to $3,201.9 million f&%248.6 million at December 31, 2010. Loan o@gjions and purchases were $177.3 million for tkemenths ended June 30, 201
decrease of $63.5 million from $240.9 million fbietsix months ended June 30, 2010. The declineigimations was attributable to the current ecoroerivironment and the shifting of «
focus to multifamily properties and deemphasizing commercial esahte and construction lending. However, loaniegpns in process increased to $197.4 milliompared to $164
million at March 31, 2011 and $142.2 million at Beter 31, 2010.

We continue to maintain conservative underwrititgndards that include, among other things, a loavatue ratio of 75% or less and a debt coveragie od at least 125%. Multiamily
residential, commercial real estate, and one-to-family — mixed-use property mortgage loans org@u during the second quarter of 2011 had an gedoan-tovalue ratio of 52.2%, 69.2
and 47.9%, respectively, and an average debt cgeesdio of 210%, 158% and 183%, respectively.

We also focus on the performance of the SavingkBaexisting loan portfolio. Nomperforming loans were $110.0 million at June 30,20 decrease of $2.0 million from $112.1 milla
December 31, 2010. Performing loans delinquento68% days were $12.5 million at June 30, 2011, @adse of $7.3 million from $19.8 million at Decesnl81, 2010. Performing loe
delinquent 30 to 59 days were $65.0 million at J8@e2011, a decrease of $8.5 million from $73.8ioni at December 31, 2010. The majority of nperforming loans are collateralized
residential income producing properties in the Nk City metropolitan area that remain occupied generate revenue. Given New York Gityow vacancy rates, they have retained \
and provided us with low loss content in our norfgening loans. We review the property valuesmpaired loans quarterly and chargfé-amounts in excess of 90% of the value of
loan’s collateral. Net loan charge-offs during #ilemonths ended June 30, 2011 were 52 basis pafimtgerage loans, which continue to be below titeistry average.
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Total liabilities were $3,918.1 million at June W11, a decrease of $16.6 million, or 0.4%, fra8©34.7 million at December 31, 2010. During therabonths ended June 30, 2011, du
depositors decreased $74.2 million, or 2.4%, t®&3,1 million, as a result of a $148.5 million demse in core deposits partially offset by a $74ililam increase in certificates of depo
Borrowed funds increased $54.0 million during tire months ended June 30, 2011, which offset theedese in due to depositors. Short term borrowimgee obtained to replace cert
deposits which have seasonal declines. These bimgewvill be repaid as these seasonal depositeaser.

Net income for the six months ended June 30, 2044 $17.0 million, an increase of $1.4 million, of%, compared to $15.7 million for the six monthsled June 30, 2010. Diluted earni
per common share were $0.55 for the six monthsdeddee 30, 2011, an increase of $0.03, or 5.8% $6.52 for the six months ended June 30, 201QurR@n average equity was 8.6%
both of the six month periods ended June 30, 201 2840. Return on average assets was 0.8% fordfakie six month periods ended June 30, 2011 at8.20

The net interest margin increased 23 basis poin&6&1% for the six months ended June 30, 2011 8@88% for the six months ended June 30, 2010.ifidrease in the net interest mai
was primarily due to a reduction of 49 basis pointthe cost of interediearing liabilities for the six months ended Jufe 211 from the comparable prior year period. dberease in ti
cost of interest-bearing liabilities was primasrilitributable to reductions in the rates paid onodép.

We recorded a provision for loan losses of $10.lianiduring the six months ended June 30, 201licvivas the same as recorded during the six manttied June 30, 2010. The provit
was deemed necessary as a result of the reguletedyanalysis of the allowance for loan loss&ke regular quarterly analysis is based on managesevaluation of the risks inherent in
various components of the loan portfolio and otfaetors, including historical loan loss experierfaéhich is updated quarterly), changes in the contiposand volume of the portfoli
collection policies and experience, trends in thlime of non-accrual loans and local and nationahemic conditions. See ““ALLOWANCE FOR LOAN LOSSES

The Savings Bank continues to be well-capitalizedan regulatory requirements, with Core, Tier k-timsed and Total riskased capital ratios of 9.37%, 13.58% and 14.54%pactively, ¢
June 30, 2011.

On July 21, 2011, under provisions of the Dodd-kreifall Street Reform and Consumer Protection Awt, $avings Bank’s primary regulator, the OfficeTafift Supervision (*OTS”)was
merged into the Office of the Comptroller of therf@mcy (“OCC”), and Flushing Financial Corporatismrimary regulator, which had been the OTS, bectmad-ederal Reserve. The Ot
on July 21, 2011, issued an Interim Final Rule aomtg the regulations issued by the OTS that tklCMas authority to promulgate and enforce as lyf 21, 2011. This Interim Final Rt
was effective as of July 21, 2011.

COMPARISON OF OPERATING RESULTS FOR THE THREE MONTH S ENDED JUNE 30, 2011 AND 2010

General. Net income for the three months ended June 301 2éas $9.1 million, an increase of $1.4 million,18.3%, compared to $7.7 million for the three mhenended June 30, 20
Diluted earnings per common share were $0.29 ferthinee months ended June 30, 2011, an increa$@.@4, or 16.0%, from $0.25 for the three monthdeenJune 30, 2010. Return
average equity was 9.1% for the three months edded 30, 2011 compared to 8.3% for the three maided June 30, 2010. Return on average assef3.8%sfor the three months enc
June 30, 2011 compared to 0.7% for the three manttled June 30, 2010.
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Interest Income. Total interest and dividend income decreased 80libn, or 0.8%, to $56.5 million for the threeomths ended June 30, 2011 from $56.9 million ferttiree months end
June 30, 2010. The decrease in interest incomeaattritsutable to a 19 basis point decline in thedyi interestearning assets to 5.54% for the three months eduleel 30, 2011 from 5.73%
the comparable prior year period combined with @. $2nillion decrease in the average balance of koéas to $3,220.9 million for the three monthsle June 30, 2011 from $3,241.1 mill
for the comparable prior year period. These desliwere partially offset by a $102.7 million incsedn the average balance of interestning assets to $4,080.5 million for the threentins
ended June 30, 2011 from $3,977.7 million for tbenparable prior year period. The 19 basis poinfidedn the yield of interestarning assets was primarily due to a seven baig
reduction in the yield of the loan portfolio to B% for thethree months ended June 30, 2011 from 6.05% fothttee months ended June 30, 2010, combined wath lzasis point decline
the yield on total securities to 4.18% for the éhneonths ended June 30, 2011 from 4.49% for thepacable prior year period. In addition, the yiefdrderestearning assets was negatiy
impacted by a $20.2 million decrease for the thmeaths ended June 30, 2011 in the average baldriotabloans, net and a $122.9 million increaséhi@ combined average balances o
lower yielding securities portfolio and interest@ag deposits for the three months ended Jun€@01, both of which have a lower yield than thddyief total interesearning assets. T
seven basis point decrease in the loan portfoli® pramarily due to the decline in the rates earmedew loan originations. The 31 basis point deszrea the securities portfolio was prima
due to new securities being purchased at lowedyitdan the existing portfolio. The yield on thertgage loan portfolio decreased three basis ptin606% for the three months ended .
30, 2011 from 6.09% for the three months ended 30n2010. The yield on the mortgage loan porfatixcluding prepayment penalty income, increasedlmsis point to 6.06% for the th
months ended June 30, 2011 from 6.05% for the tm@eths ended June 30, 2010.

Interest Expense . Interest expense decreased $3.8 million, or%61® $19.7 million for the three months ended J88g2011 from $23.5 million for the three montimsled June 30, 201
The decrease in interest expense was due to tlietied in the cost of interesiearing liabilities, which decreased 44 basis otnt2.09% for the three months ended June 30, #0hi
2.53% for the comparable prior year period. Thisrdase was partially offset with a $56.8 milliogriease in the average balance of intebestring liabilities to $3,765.6 million for the &
months ended June 30, 2011 from $3,708.8 milliartie comparable prior year period. The 44 basistmlecrease in the cost of interestring liabilities was primarily attributable toe
Savings Bank reducing the rates it pays on its siépooducts and reducing borrowed funds. The obsertificates of deposit, money market accousésings accounts and NOW accol
decreased 54 basis points, 52 basis points, 28 pasits and 34 basis points, respectively, forthinee months ended June 30, 2011 from the comigapaior year period. This resulted i
decrease in the cost of due to depositors of 38 Ipaénts to 1.62% for the three months ended 3M&011 from 1.98% for the three months ended 30n2010. The cost of borrowed fu
remained unchanged from the comparable prior yeeog at 4.40% for the three months ended Jun@@D1, with the average balance reducing $211.5amitb $668.6 million for the thr
months ended June 30, 2011 from $880.2 milliortHercomparable prior year period.

Net Interest Income . For the three months ended June 30, 2011, texest income was $36.8 million, an increase oft $8illion, or 10.0%, from $33.4 million for the #& months end:
June 30, 2010. The increase in net interest incoa®attributable to a 25 basis point increase enniitinterest spread to 3.45% for the three months edded 30, 2011 from 3.20% for
three months ended June 30, 2010, combined witm@ease in the average balance of inteeesting assets of $102.7 million to $4,080.5 milliwr the three months ended June
2011. The increase in the rieterest spread was partially offset by a $20.2ionldecrease in the average balance of total |6@$8,220.9 million for the three months endedel8@, 201
from $3,241.1 million for the comparable prior ygeriod. The yield on interesarning assets decreased 19 basis points to 5&4#tefthree months ended June 30, 2011 from 5f68%e
three months ended June 30, 2010. However, thisweas than offset by a decline in the cost of fuafi§4 basis points to 2.09% for the three montided June 30, 2011 from 2.53% for
comparable prior year period. The net interest mairgproved 25 basis points to 3.61% for the thmeenths ended June 30, 2011 from 3.36% for the threeths ended June 30, 2C
Excluding prepayment penalty income, the net irsteneargin would have increased 21 basis points3498 for the three months ended June 30, 2011 &@3% for the three months eni
June 30, 2010.

Provision for Loan Losses. A provision for loan losses of $5.0 million wasorded for the three months ended June 30, 20iithwas the same as that recorded for the threghs@nde
June 30, 2010. During the three months ended 30n2011, non-performing loans decreased $6.2amilto $110.0 million from $116.2 million at Marci,32011. Net chargeffs for the
three months ended June 30, 2011 totaled $3.lomilNlonperforming loans primarily consists of mortgagensaollateralized by residential income producingperties located in the Nt
York City metropolitan market that continue to shimw vacancy rates, thereby retaining more of tkaelue. The current loan-to-value ratio for our fmTforming loans collateralized by r
estate was 63.1% at June 30, 2011. We anticipatemh will continue to see low loss content in tegment of the loan portfolio that constitutesregority of our norperforming loans. Tt
Savings Bank continues to maintain conservativeenmdting standards. However, given the level ofperforming loans, the current economic unceriesntand the chargeffs recorded i
the second quarter of 2011, management, as a wsthie regular quarterly analysis of the allowafmeloan losses, deemed it necessary to recofel@ illion provision for possible loi
losses in the second quarter of 2011. See “-ALLOVZAN-OR LOAN LOSSES.”

-36-




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

Non-Interest Income. Nonidinterest income for the three months ended Jun€@0] was $2.1 million, an increase of $0.4 millipom $1.7 million for the three months ended J36x
2010. The increase in namterest income was primarily due to a $1.0 milldecline in OTTI charges recorded during the thmeaths ended June 30, 2011 compared to the conipgmab
year period. The decrease in OTTI charges wagapgnffset by a $0.3 million reduction in othercdome and a $0.1 million decline in dividends reedifrom the FHLBNY during the thre
months ended June 30, 2011 compared to the conipgrebr year period. Additionally, the three miasitended June 30, 2011 included a $0.1 millioneimse in net losses recorded
changes in assets and liabilities carried at faiue from the comparable prior year period.

Non-Interest Expense. Non-nterest expense was $18.9 million for the threentm® ended June 30, 2011, an increase of $1.3millir 7.1%, from $17.6 million for the three ma#nde
June 30, 2010. The increase was primarily due eéogtiowth of the Savings Bank over the past yeaichvincluded the opening of a new branch in Jan28/1, an increase in stock ba
compensation expense, and an increase in foreelesyense. Salaries and benefits increased $liirmilie to a new branch, employee salary increases January 1, 2011, and increas
stock based compensation, payroll taxes, and eraplayedical and retirement costs. Other expenseared $0.3 million primarily due to increases ireétosure expense. These incre
were partially offset by a $0.3 million decreasd-DIC assessments during the three months ended3yr2011 from the comparable prior year peride &fficiency ratio was 48.8% for
three months ended June 30, 2011 compared to 48:13%te three months ended June 30, 2010.

Income before Income Taxes. Income before the provision for income taxes inseea$2.5 million, or 20.1%, to $15.1 million foetthree months ended June 30, 2011 from $12.5omilt
the three months ended June 30, 2010 for the reaiscussed above.

Provision for Income Taxes. Income tax expense increased $1.1 million to $6illon for the three months ended June 30, 20binf$4.9 million for the three months ended Jung
2010. The effective tax rate was 39.8% and 38.@thfe three months ended June 30, 2011 and 284fectively.

COMPARISON OF OPERATING RESULTS FOR THE SIX MONTHS ENDED JUNE 30, 2011 AND 2010

General. Net income for the six months ended June 30, 2@H1$17.0 million, an increase of $1.4 million,80r%, compared to $15.7 million for the six monginsied June 30, 2010. Dilu
earnings per common share were $0.55 for the sixtimscended June 30, 2011, an increase of $0.@8&w, from $0.52 for the six months ended June2B@0. Return on average equity
8.6% for both of the six month periods ended Juhe?B11and 2010. Return on average assets wasfor8%th of the six month periods ended June 3@12ind 2010.

Interest Income. Total interest and dividend income decreased 8filin, or 1.1%, to $113.5 million for the six mths ended June 30, 2011 from $114.7 million fer ¢k months end:
June 30, 2010. The decrease in interest incomeattidisutable to a 24 basis point decline in thddyi interestearning assets to 5.55% for the six months endee 30, 2011 from 5.79%
the comparable prior year period. The decreaséenyteld was partially offset by a $128.2 milliamciease in the average balance of intezasting assets to $4,093.2 million for the
months ended June 30, 2011 from $3,965.0 milliartHe comparable prior year period. The 24 basistfecline in the yield of interestarning assets was primarily due to a 13 basist
reduction in the yield of the loan portfolio to 8% for the six months ended June 30, 2011 from%.1& the six months ended June 30, 2010, combivitida 35 basis point decline in -
yield on total securities to 4.17% for the six mfanended June 30, 2011 from 4.52% for the companatbr year period. In addition, the yield of irgstearning assets was negati
impacted by a $116.8 million increase in the corelliaverage balances of the lower yielding secarji@tfolio and interestarning deposits for the six months ended Jun@Q@D1, both ¢
which have a lower yield than the yield of totaleirestearning assets. The 13 basis point decrease itoameportfolio was primarily due to the declinethe rates earned on new i
originations combined with an increase in rawtrual loans for which we do not accrue interesbine. The 35 basis point decrease in the secuptetfolio was primarily due to ne
securities being purchased at lower yields tharettisting portfolio. The yield on the mortgage Igaortfolio decreased 10 basis points to 6.08% Herdix months ended June 30, 2011 1
6.18% for the six months ended June 30, 2010. yTéld on the mortgage loan portfolio, excluding gagment penalty income, decreased 14 basis paris99% for the six months enc
June 30, 2011 from 6.13% for the six months endee 30, 2010.
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Interest Expense . Interest expense decreased $8.2 million, or%71t® $39.6 million for the six months ended Jufe 2011 from $47.8 million for the six months endishe 30, 2010. Tl
decrease in interest expense was due to the redunotithe cost of interedtearing liabilities, which decreased 49 basis [oiat2.09% for the six months ended June 30, 264 £.58% fo
the comparable prior year period. This decreasepaaally offset with an $82.4 million increase time average balance of interéstaring liabilities to $3,785.6 million for the simonth:
ended June 30, 2011 from $3,703.2 million for thmparable prior year period. The 49 basis poictekse in the cost of interdstaring liabilities was primarily attributable tioet Saving
Bank reducing the rates it pays on its deposit petsd The cost of certificates of deposit, moneykegaccounts, savings accounts and NOW accoumteased 57 basis points, 48 b
points, 23 basis points and 37 basis points, réisedg for the six months ended June 30, 2011 caneqh to the comparable prior year period. Thislted in a decrease in the cost of du
depositors of 39 basis points to 1.61% for thensonths ended June 30, 2011 from 2.00% for the sirths ended June 30, 2010. The cost of borrowedsfincreased four basis point:
4.40% for the six months ended June 30, 2011 fr36% for the six months ended June 30, 2010 withatrerage balance decreasing $263.1 million to 86n@lion for the six months end
June 30, 2011 from $939.4 million for the six manémded June 30, 2010.

Net Interest Income . For the six months ended June 30, 2011, neteisitétncome was $74.0 million, an increase of $iillon, or 10.5%, from $66.9 million for the sixanths ended Ju
30, 2010. The increase in net interest income tab@table to an increase in the average balafidgterestearning assets of $128.2 million to $4,093.2 miillfor the six months ended Ji
30, 2011, combined with an increase in the netéstespread of 25 basis points to 3.46% for thersixths ended June 30, 2011 from 3.21% for thensimths ended June 30, 2010. The )
on interestearning assets decreased 24 basis points to 5.&5#tef six months ended June 30, 2011 from 5.73%h#six months ended June 30, 2010. Howeveruthgsmore than offset
a decline in the cost of funds of 49 basis poiot2.09% for the six months ended June 30, 2011 2&8% for the comparable prior year period. Theimterest margin improved 23 be
points to 3.61% for the six months ended June B013rom 3.38% for the six months ended June 3002Bxcluding prepayment penalty income, the ntetrést margin would have increa
21 basis points to 3.55% for the six months endea B0, 2011 from 3.34% for the six months endea B0, 2010.

Provision for Loan Losses. A provision for loan losses of $10.0 million wasorded for the six months ended June 30, 201ithwhas the same as that recorded in the six mantted Jur
30, 2010. During the six months ended June 30, 2044-performing loans decreased $2.0 million ta®@ million from $112.1 million at December 31,120 Net chargeffs for the si:
months ended June 30, 2011 totaled $8.3 milliom-plErforming loans primarily consists of mortgagenea&ollateralized by residential income producingperties located in the New Yt
City metropolitan market that continue to show leacancy rates, thereby retaining more of their @althe current loan-to-value ratio for our nperforming loans collateralized by real es
was 63.1% at June 30, 2011. We anticipate that ilecentinue to see low loss content in this segmeithe loan portfolio that constitutes the maijpmf our nonperforming loans. Tt
Savings Bank continues to maintain conservativeenmdting standards. However, given the level offperforming loans, the current economic unceriesntand the chargeffs recorded i
the second quarter of 2011, management, as a mdshié regular quarterly analysis of the allowafmeloans losses, deemed it necessary to rec@ada® million provision for possible lo
losses for the six months ended June 30, 2011-88€OWANCE FOR LOAN LOSSES.”

Non-Interest Income. Non-nterest income for the six months ended June 301 2vas $3.0 million, a decrease of $1.3 milliconir$4.3 million for the six months ended June 3W,® Th
decrease in noimterest income was primarily due to a $0.7 millinorease in net losses recorded for changes étsagad liabilities carried at fair value for the months ended June 30, 2(
compared to the six months ended June 30, 201@ &0db million decrease in other income.

Non-Interest Expense. Non-interest expense was $38.9 million for the six rhergnded June 30, 2011, an increase of $3.3 milio8.4%, from $35.5 million for the six monthsdexd Jun
30, 2010. The increase was primarily due to thevgroof the Savings Bank over the past year, whittiuded the opening of a new branch in January 28flincrease in stock ba:
compensation expense, and an increase in foreelesyense. Salaries and benefits increased $2i8mile to a new branch, employee salary increased January 1, 2011, and increas
stock based compensation, payroll taxes, and ereplayedical and retirement costs. Other expensedsed $1.0 million primarily due to an increaséoieclosure expense and several ¢
items. The efficiency ratio was 49.6% for the sianths ended June 30, 2011 compared to 49.0% faixtreonths ended June 30, 2010.
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Income before Income Taxes. Income before the provision for income taxeseased $2.4 million, or 9.3%, to $28.1 million fhe six months ended June 30, 2011 from $25.7amilior the
six months ended June 30, 2010 for the reasonastied above.

Provision for Income Taxes. Income tax expense increased $1.0 million to GMhillion for the six months ended June 30, 201t@spared to $10.0 million for the six months endade
30, 2010. The effective tax rate was 39.4% and%%or the six months ended June 30, 2011 and 2@&pectively.

FINANCIAL CONDITION

Assets. Total assets at June 30, 2011 were $4,323.2omjlé decrease of $1.5 million, or 0.1%, from $4,32million at December 31, 2010. Total loans,dextreased $46.8 million, or 1.4
during the six months ended June 30, 2011 to $392@illion from $3,248.6 million at December 31,120 Loan originations and purchases were $177.Bomifor the six months ended Jt
30, 2011, a decrease of $63.5 million from $240iBion for the six months ended June 30, 2010. @keline in originations was attributable to therent economic environment and
shifting of our focus to multfamily properties and deemphasizing commercial estdte and construction lending. However, loadiegijons in process increased to $197.4 milliomparet
to $164.7 million at March 31, 2011 and $142.2 imillat December 31, 2010.

The following table shows loan originations andghases for the periods indicated. The table incudan purchases of $1.9 million and $5.2 millionthe three months ended June 30, :
and 2010, respectively, and $14.5 million and $fililon for the six months ended June 30, 2011 200, respectively.

For the three montt For the six month
ended June 3( ended June 3(

(In thousands 2011 2010 2011 2010
Multi-family residentia $ 54,46 $ 50,37C $ 100,48( $ 88,77t
Commercial real esta 1,59: 22,75: 3,012 27,35:
One-to-four family — mixec-use property 7,82¢ 6,902 12,64¢ 14,80:
One-to-four family - residentia 3,85¢ 9,427 7,20¢ 20,91«
Cc-operative apartmen - 191 - 407
Constructior 197 3,14¢ 1,20 3,98(
Small Business Administratic 50¢ 2,16¢ 2,83¢ 2,45¢
Taxi Medallion 2,41( 32,32: 26,23¢ 48,777
Commercial business and other 7,42¢ 18,60¢ 23,717 33,40¢

Total $ 78,27¢  $ 145,88: $ 177,33t $ 240,86!

We continue to maintain conservative underwrititgndards that include, among other things, a loavatue ratio of 75% or less and a debt coveragie td at least 125%. Multiamily
residential, commercial real estate, and one-to-family — mixed-use property mortgage loans orgén during the second quarter of 2011 had an gedoan-tovalue ratio of 52.2%, 69.2
and 47.9%, respectively, and an average debt cgeeedio of 210%, 158% and 183%, respectively.

The Savings Bank’s non-performing assets totaletb$Lmillion at June 30, 2011, a decrease of $3lBomfrom $118.8 million at December 31, 2010.tdbnonperforming assets a:
percentage of total assets were 2.67% at June0d@, & compared to 2.75% at December 31, 2010rakteeof allowance for loan losses to total muerforming loans was 27% at June
2011 as compared to 25% at December 31, 2010— SEROUBLED DEBT RESTRUCUTURED AND NON-PERFORMINGSSETS.”

During the six months ended June 30, 2011, mortipagked securities increased $44.9 million, or 6.686$799.0 million from $754.1 million at Decemb&t, 2010. The increase
mortgage-backed securities during the six montlieérdune 30, 2011 was primarily due to purchas&4@5.7 million and a $2.9 million improvement hetmortgagdsacked securities f:
value. These increases were partially offset bygipal repayments of $61.6 million and $0.9 millionOTTI charges. During the six months ended J8®e2011, other securities increa
$4.7 million, or 9.4%, to $54.8 million from $50niillion at December 31, 2010. Other securities prity consists of securities issued by governmeenaies and mutual or bond funds
invest in government and government agency seesritburing the six months ended June 30, 201te tivere $13.8 million in purchases partially offsgtmaturities of $6.5 million anc
reduction in the fair value of $2.3 million.
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Liabilities. Total liabilities were $3,918.1 million at June 2M11, a decrease of $16.6 million, or 0.4%, fro31O34.7 million at December 31, 2010. During therabnths ended June :
2011, due to depositors decreased $74.2 milliof,4%, to $3,089.1 million, as a result of a $14&iBion decrease in core deposits partially offsgta $74.2 million increase in certificate:
deposit. Borrowed funds increased $54.0 millionmtythe six months ended June 30, 2011, which offeedecrease in due to depositors.

Equity. Total stockholderséquity increased $15.1 million, or 3.9%, to $40&iflion at June 30, 2011 from $390.0 million at Beter 31, 2010. The increase was primarily duestantomi
of $17.0 million for the six months ended June 3011, an increase in other comprehensive incon® df million, the net issuance of 264,008 commaeresh during the six months en
June 30, 2011 upon vesting of restricted stock dsvand the exercise of stock options, and the drinoding of certain employee retirement plans tiyto the release of common shares 1
the Employee Benefit Trust. These increases wentéafha offset by the declaration and payment ofidénds on the Comparg/common stock of $8.0 million. Book value per coomshar
was $12.85 at June 30, 2011 compared to $12.4@earbber 31, 2010. Tangible book value per commaresiias $12.34 at June 30, 2011 compared to $a1 BBcember 31, 2010.

The Company did not repurchase any shares dursgithmonths ended June 30, 2011 under its custenk repurchase program. At June 30, 2011, 362B860es remain to be repurche
under the current stock repurchase program.

Cash flow . During the six months ended June 30, 2011, fundsiged by the Company's operating activities amedrio $26.9 million. The Company's primary businesgctive is th
origination and purchase of one-to-four family (uding mixed-use properties), mufamily residential and commercial real estate magggloans, and commercial, business and SBA |
During the six months ended June 30, 2011, dueréalaction in the level of loan originations, thet total of loan originations and purchases leas l@payments and sales was a $31.5 m
inflow of cash. During the six months ended Jung28.1, the Company had $119.5 million in purchafesecurities available for sale. During the isignths ended June 30, 2011, additi
funds were provided by a $55.6 million net increaséorrowed funds and $68.4 million in proceedsnirmaturities, sales, calls and prepayments ofritEsuavailable for sale. The
increases funded a $74.8 million decrease in custaleposits. The Company also used funds of $8lmfor dividend payments during the six montimsled June 30, 2011.

INTEREST RATE RISK

The Consolidated Statements of Financial Positiamehbeen prepared in accordance with generallypg@deaccounting principles in the United StatesAaferica, which require tt
measurement of financial position and operatingiltesin terms of historical dollars without congithg the changes in fair value of certain investteedue to changes in inter
rates. Generally, the fair value of financial istreents such as loans and securities fluctuatergaly with changes in interest rates. As a resudteases in interest rates could rest
decreases in the fair value of the Company’s istegarning assets which could adversely affecCipanys results of operation if such assets were soldndhe case of securities classi
as available-for-sale, decreases in the Compamgytkisolders’ equity, if such securities were regain

The Company manages the mix of interest-earningtas®d interestearing liabilities on a continuous basis to maxinieturn and adjust its exposure to interestrigke On a quarterly bas
management prepares the “Earnings and Economicstixpd@o Changes in Interest Rateport for review by the Board of Directors, as suanized below. This report quantifies the potd
changes in net interest income and net portfoliaezahould interest rates go up or down (shock@@)kasis points, assuming the yield curves of #te shocks will be parallel to each ot
The Companyg regulators currently place focus on the net pbetivalue, focusing on a rate shock up or dow2@d basis points. Net portfolio value is definadtlee market value of ass
net of the market value of liabilities. The markatue of assets and liabilities is determined usirtiscounted cash flow calculation. The net ptictfvalue ratio is the ratio of the net portfc
value to the market value of assets. All changeéadome and value are measured as percentageeshfingn the projected net interest income and agfqio value at the base interest |
scenario. The base interest rate scenario assintegest rates at June 30, 2011. Various estimaggarding prepayment assumptions are made at leaeh of rate shock. Howevw:
prepayment penalty income is excluded from thidyei® Actual results could differ significantlycim these estimates. At June 30, 2011, the Compasywithin the guidelines set forth
the Board of Directors for each interest rate level
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The following table presents the Company’s interat shock as of June 30, 2011:

Projected Percentage Change

Net Interes Net Portfolio Net Portfolio
Change in Interest Ra Income Value Value Ratic
-200 Basis point -6.1C 24.0¢ 13.5%
-100 Basis point -1.7¢ 11.6¢ 12.4¢
Base interest rai 0.0C 0.0C 11.4¢
+100 Basis point -3.12 -16.61 9.8t
+200 Basis point -7.3¢€ -34.9¢ 7.9€
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AVERAGE BALANCES

Net interest income represents the difference batwecome on intere-earning assets and expense on intdreating liabilities. Net interest income depengsruthe relative amount
interest-earning assets and interest-bearing iligsiland the interest rate earned or paid on th€he following table sets forth certain informaticelating to the Company’Consolidate
Statements of Financial Condition and Consolid&8&atements of Income for the three months ended 30n 2011 and 2010, and reflects the average pieldssets and average cos
liabilities for the periods indicated. Such yiekisd costs are derived by dividing income or expdnsthe average balance of assets or liabilitespectively, for the periods shown. Aver
balances are derived from average daily balantes.yields include amortization of fees which anesidered adjustments to yields.

For the three months ended June

2011 2010
Average Yield/ Average Yield/
Balance Interest Cost Balance Interest Cost
Assets
Interes-earning asset:
Mortgage loans, net (. $ 2,926,73 44.,31( 6.06% $ 2,958,53¢€ 45,06¢ 6.0¢%
Other loans, net (1) 294,14. 3,811 5.1¢ 282,56: 3,92¢ 5.5€
Total loans, net 3,220,88 48,12 5.9¢ 3,241,09i 48,99% 6.0%
Mortgag+-backed securitie 735,89! 7,85( 4.27 637,75« 7,362 4.62
Other securities 62,854 501 3.1¢ 69,46¢ 57E 3.31
Total securities 798,74¢ 8,351 4.1¢ 707,22¢ 7,931 4.4¢
Interes-earning deposits ar
federal funds sold 60,83: 27 0.1€ 29,41 9 0.12
Total interest-earning assets 4,080,46. 56,49¢ 5.54 3,977,73i 56,93¢ DY
Other assets 215,40t 214,59¢
Total assets $ 4,295,87! $ 4,192,33
Liabilities and Equity
Interes-bearing liabilities
Deposits
Savings accoun $ 376,35: 597 0.68 418,15: 87C 0.82
NOW account 804,76 1,72¢ 0.8€ 626,74! 1,881 1.2C
Money market accoun 301,35( 35C 0.4¢€ 401,99: 98¢z 0.9¢
Certificate of deposit accounts 1,566,901 9,66¢ 2.47 1,335,61 10,06: 3.01
Total due to deposito 3,049,36! 12,34: 1.62 2,782,50 13,79t 1.9¢
Mortgagors' escrow accounts 47,57¢ 12 0.1C 46,07( 14 0.1Z
Total deposit 3,096,94 12,35« 1.6C 2,828,57 13,80¢ 1.9t
Borrowed funds 668,63¢ 7,35(C 4.4C 880,18 9,69( 4.4C
Total interest-bearing liabilities 3,765,58: 19,70« 2.0¢ 3,708,75 23,49¢ 2.5¢
Non interes-bearing deposit 106,17} 86,59¢
Other liabilities 25,74 27,672
Total liabilities 3,897,50 3,823,02!
Equity 398,36¢ 369,30¢
Total liabilities and equity $ 4,295,87! $ 4,192,33.
Net interest income
net interest rate spread $ 36,79t 3.45% 33,44( 3.2(%
Net interes-earning assets /
net interest margin $ 314,88: 3.61% $ 268,98: 3.3%
Ratio of interest-earning assets to
interest-bearing liabilities 1.0EX 1.07X

(1) Loan interest income includes loan fee incgwieich includes net amortization of deferred faad costs, late charges, and prepayment penalfiepproximately $0.4 million and $0.2

million for the three months ended June 30, 201d. 2010, respectively.
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The following table sets forth certain informaticelating to the Compang’Consolidated Statements of Financial Conditioth @onsolidated Statements of Income for the six toende
June 30, 2011 and 2010, and reflect the averade gieassets and average cost of liabilities ferghriods indicated. Such yields and costs ar@eteby dividing income or expense by
average balance of assets or liabilities, respelgtiior the periods shown. Average balances améveld from average daily balances. The yield$uthe amortization of fees which i
considered adjustments to yields.

For the six months ended June

2011 2010
Average Yield/ Average Yield/
Balance Interest Cost Balance Interest Cost
Assets
Interes-earning asset:
Mortgage loans, net (. $ 2,936,82' 89,24« 6.0% $ 2,951,09: 91,17¢ 6.1&%
Other loans, net (1) 297,86¢ 7,561 5.0¢€ 272,23: 7,502 5.51
Total loans, net 3,234,69i 96,81 5.9¢ 3,223,32. 98,671 6.12
Mortgage-backed securitie 739,74« 15,70« 4.2t 645,34¢ 14,95( 4.6:
Other securities 59,35( 95€ 3.22 64,71¢ 1,09¢ 3.3¢
Total securities 799,09: 16,66( 4.17 710,06¢ 16,04¢ 4.52
Interes-earning deposits ar
federal funds sold 59,39: 54 0.1€ 31,59 22 0.1¢4
Total interest-earning assets 4,093,18: 113,52¢ SI5E 3,964,98 114,74 5.7¢
Other assets 215,17( 216,67
Total assets $ 4,308,35: $ 4,181,65!
Liabilities and Equity
Interes-bearing liabilities
Deposits
Savings accoun $ 376,54 1,172 0.62 420,56¢ 1,79C 0.8t
NOW account 817,82: 3,50( 0.8€ 599,63 3,68¢ 1.2¢
Money market accoun 332,31( 80¢ 0.4¢ 403,00: 1,95¢ 0.97
Certificate of deposit accounts 1,540,83! 19,18: 2.4¢ 1,299,93. 19,86¢ 3.0¢€
Total due to deposito 3,067,51! 24,66¢ 1.61 2,723,13! 27,29¢ 2.0C
Mortgagors' escrow accounts 41,80« 24 0.11 40,67: 28 0.1<
Total deposit 3,109,31 24,68t¢ 1.5¢ 2,763,81 27,32¢ 1.9¢
Borrowed funds 676,29: 14,887 4.4C 939,36: 20,47¢ 4.3¢€
Total interest-bearing liabilities 3,785,61. 39,57 2.0¢ 3,703,17. 47,80: 2.5¢
Non interes-bearing deposit 102,66: 85,407
Other liabilities 26,14. 27,15
Total liabilities 3,914,411 3,815,73.
Equity 393,93t 365,92
Total liabilities and equity $ 4,308,35; $ 4,181,65'
Net interest income
net interest rate spread $ 73,95( 3.4% $ 66,94¢ 3.21%
Net interes-earning assets /
net interest margin $ 307,57( 3.61% $ 261,81: 3.3¢%
Ratio of interest-earning assets to
interest-bearing liabilities 1.0eX 1.07X

(1) Loan interest income includes loan fee income (Wihncludes net amortization of deferred fees arstszdate charges, and prepayment penalties) abaippately $0.7 million and $0
million for the six months ended June 30, 2011 2010, respectively.
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LOANS

The following table sets forth the Company’s loaigimations (including the net effect of refinang)nand the changes in the Companpobrtfolio of loans, including purchases, saled
principal reductions for the periods indicated.

For the six months ended June
(In thousands 2011 2010

Mortgage Loans

At beginning of periot $ 2,966,891 $ 2,943,21.
Mortgage loans originate:
Multi-family residentia 100,48( 88,77t
Commercial real esta 3,012 27,35:
Oneto-four family — mixec-use propert 12,64t 14,80:
Oneto-four family - residential 7,20¢ 20,91«
Cc-operative apartmen - 407
Construction 1,202 3,98(
Total mortgage loans originated 124,54¢ 156,23(
Less:
Principal and other reductio 147,16¢ 119,48¢
Sales 7,62¢ 4,302
At end of period $ 293664 $ 2,975,65

Commercial Business and Other Loan:

At beginning of perioc $ 292,93t $ 260,16(
Other loans originatec
Small business administrati 2,83¢ 2,45¢
Taxi Medallion 11,77¢ 41,817
Commercial busines 21,84: 30,68t
Other 1,87¢ 2,72
Total other loans originated 38,33¢ 77,67
Other loans purchase
Taxi Medallion 14,45¢ 6,96(
Total other loans purchased 14,45¢ 6,96(
Less:
Principal and other reductio 62,77¢ 49,10¢
Sales and loans transferred to available fler sa 4,00¢ -
At end of period $ 278,94¢ 3% 295,68t
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TROUBLED DEBT RESTRUCUTURED AND NON -PERFORMING ASSETS

Management continues to adhere to the Savings Batkiservative underwriting standards. The majarftthe Savings Bank’s ngperforming loans are collateralized by resideritiabme
producing properties that are occupied, therebgingtg more of their value and reducing the potritiss. The Savings Bank takes a proactive appréaananaging delinquent loa
including conducting site examinations and encomgdorrowers to meet with a Savings Bank repregam. The Savings Bank has been developing skam-payment plans that ene
certain borrowers to bring their loans current. Bavings Bank reviews its delinquencies on a loaiobn basis and continually explores ways to tlpowers meet their obligations ¢
return them back to current status. At times, theil®)s Bank may restructure a loan to enable aola@r to continue making payments when it is deetndge in the best lonterm interest ¢
the Savings Bank. This restructure may include mgikioncessions to the borrower that the Savingk Banuld not make in the normal course of businessh as reducing the interest
until the next reset date, extending the amortraperiod thereby lowering the monthly paymentscluanging the loan to interest only payments ftimied time period. At times, certe
problem loans have been restructured by combiningerthan one of these options. The Savings Banlkuss that restructuring these loans in this manmvikrallow certain borrowers 1
become and remain current on their loans. The §avank classifies these loans as TDR. Loans whesie been current for six consecutive months atithe they are restructured as a T
remain on accrual status. Loans which were delingaethe time they are restructured as a TDR &eed on noraccrual status until they have made timely paymémtsix consecutiv
months. Loans that are restructured as a TDR leunatr performing in accordance with the restructusems are excluded from the TDR table belowhay &re placed on naaecrual statt
and reported as non-performing loans.

The following table shows loans classified as ThRt fare performing according to their restructuszchs at the periods indicated:

June 30 March 31, December 31

(In thousands 2011 2011 2010
Accrual Status:
Multi-family residentia $ 9,711 % 1,077 $ 11,24:
Commercial real esta 2,43( 2,43¢ 2,44¢
One-to-four family - mixec-use propert 80C 26€ 20€
Construction loan 23,43: 24,21¢ -
Commercial business and other 2,00 2,00 -

Total 38,37: 30,00( 13,89¢
Non-accrual status:
Multi -family residentia - 8,64¢ -
One-to-four family - mixec-use propert - 381 -
One-to-four family - residential - 572 -

Total - 9,59¢ -

Total performing troubled debt restructured $ 3837 % 39,59¢ $ 13,89¢

Interest income on loans is recognized on the atdrasis. The accrual of income on loans is disnaetl when certain factors, such as contractuahgieéncy of 90 days or more, indic
reasonable doubt as to the timely collectabilitgath income. Additionally, uncollected interestydously recognized on naaecrual loans is reversed from interest incoméeatime the loa
is placed on non-accrual statutoans in default 90 days or more, as to their nigtdiate but not their payments, continue to acénterest as long as the borrower continues totremnthly
payments.
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The following table shows non-performing assethatperiods indicated:

June 30 March 31, December 31
(In thousands 2011 2011 2010
Loans 90 days or more past duand still accruing:
Multi-family residentia $ - $ -8 103
Commercial real esta 33C 95¢E 3,32¢
Construction loan 77E 5,24¢ -
Commercial business and other - 6 6
Total 1,10¢ 6,20¢€ 3,437
Non-accrual loans:
Multi -family residentia 35,54( 34,97¢ 35,63t
Commercial real esta 23,91¢ 22,15: 22,80¢
One-to-four family - mixec-use propert 28,96¢ 29,21 30,47¢
One-to-four family - residentia 10,18¢ 9,45t 10,69¢
Cc-operative apartmen 13z - -
Construction loan 2,66¢ 5,16¢ 4,46
Small business administratis 802 2,052 1,15¢
Commercial business and other 6,721 6,991 3,41¢
Total 108,94( 110,00¢ 108,65!
Total non-performing loans 110,04! 116,21: 112,09:
Other non-performing assets:
Real estate acquired through foreclos 1,82¢ 2,182 1,58¢
Investment securities 3,654 4,34¢ 5,13¢
Total 5,48z 6,53( 6,722
Total non-performing assets $ 11552° $ 122,74  $ 118,81«

The Bank’s norperforming loans totaled $110.0 million at June 3011, a decrease of $6.2 million from $116.2 millat March 31, 2011 and a decrease of $2.0 miftom $112.1 milliol
at December 31, 2010. During the three months eddeé 30, 2011, 13 loans totaling $9.6 million werirned to performing status, four loans totaf#ig5 million were paid-ifull, six
loans totaling $4.6 million (net of charge-offs) neesold, four loans totaling $1.0 million were tséarred to Other Real Estate Owned, and 35 loaatirtg $13.2 million (net of chargeffs)
were added to non-performing loans.

The Bank’s norperforming assets totaled $115.5 million at June2BQ.1, a decrease of $7.2 million from $122.7iorillat March 31, 2011 and a decrease of $3.3 mifiom $118.8 millioi
at December 31, 2010. Total npefforming assets as a percentage of total asses2v67% at June 30, 2011 as compared to 2.8Mam@h 31, 2011 and 2.75% at December 31, 2010
ratio of allowance for loan losses to total nonfpening loans was 27% at June 30, 2011 as com@#dat March 31, 2011 and 25% at December 31, 2010.

Non-performing investment securities include two podledt preferred securities for which we are nateieing payments. At June 30, 2011, these investrmecurities had a combir
amortized cost and market value of $8.3 million &3d7 million, respectively.
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The following table shows our delinquent loans &t less than 90 days past due still accruingestend considered performing at the periods atdit:

June 30, 201 December 31, 201
60- 89 30-59 60- 89 30-59
days days days days
(In thousands
Multi-family residentia $ 2,130 % 26,72 % 3,71 23,93¢
Commercial real esta 1,99¢ 9,14« 2,181 17,167
One-to-four family - mixec-use propert 2,19t 23,05: 6,37¢€ 19,59¢
One-to-four family - residentia 887 3,54: 1,04¢ 4,95¢
Construction loan 5,24t 2,49¢ 5,48¢F 2,90(C
Small Business Administratic - - 991 41¢
Commercial business and other 1 37 3 4,53¢
Total delinquent loans $ 12,45. $ 64,99 $ 19,79¢ 73,51(

CRITICIZED AND CLASSIFIED ASSETS

Our policy is to review our assets, focusing priifgaon the loan portfolio, real estate owned and thvestment portfolios, to ensure that the credility is maintained at the high
levels. When weaknesses are identified, immediation is taken to correct the problem throughdimntact with the borrower or issuer. We then itworthese assets and, in accordi
with our policy and current regulatory guidelinese designate them as “Special Mention,” which issidered a “Criticized Asset,” and “Substandard)otibtful,” or “Loss,” which are
considered “Classified Assets,” as deemed neces¥&p/designate an asset as Substandard when -aefieltd weakness is identified that jeopardizesotiuerly liquidation of the debt. V
designate an asset as Doubtful when it displaysntierent weakness of a Substandard asset witadtied provision that collection of the debt in falh the basis of existing facts, is hic
improbable. We designate an asset as Loss ifiéésned the debtor is incapable of repayment. Ltwtsare designated as Loss are charged to thevatice for Loan Losses. Assets tha
non-accrual are designated as Substandard, Doubtfubss. We designate an asset as Special Mentidre ihsset does not warrant designation within onthefther categories, but d
contain a potential weakness that deserves clasattian. Our total Criticized and Classified assetre $323.5 million at June 30, 2011, a decre&$.2 million from $323.7 million

December 31, 2010.
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The following table sets forth the Banks’ assetsigieated as Criticized and Classified at June 8012

(In thousands Special Mentio Substandan Doubtful Loss Total
Loans:
Multi-family residentia $ 17,76:  $ 50,75 $ - $ - $ 68,51¢
Commercial real esta 16,00¢ 42,41* - - 58,42(
One-to-four family - mixec-use propert 18,561 32,57¢ - - 51,14(
One-to-four family - residentia 2,86: 10,48 - - 13,34¢
Cc-operative apartmen - 13z - - 1332
Construction loan 2,462 34,60¢ - - 37,071
Small Business Administratic 32C 817 28¢ - 1,42¢
Commercial business and other 3,654 24,22¢ 1,23¢ - 29,11¢
Total loans 61,62¢ 196,01 1,52¢ - 259,17:

Investment Securities: @

Pooled trust preferred securiti - 15,697 - - 15,691
Private issue CMO - 46,84¢ - - 46,84
Total investment securities - 62,54: - - 62,542
Other Real Estate Owned - 1,82¢ - - 1,82¢
Total $ 61,62¢ $ 260,38 $ 1526 $ - $ 323,54:

The following table sets forth the Banks’ assetsigieated as Criticized and Classified at Decemte810:

(In thousands Special Mentio Substandar: Doubtful Loss Total
Loans:
Multi-family residentia $ 20,277 $ 51,62¢ $ - $ - $ 71,90%
Commercial real esta 13,22¢ 32,12( - - 45,34¢
One-to-four family - mixec-use propert 15,54¢ 33,53¢ - - 49,08t
One-to-four family - residentia 2,84¢ 10,87¢ - - 13,72%
Cc-operative apartmen - - - - -
Construction loan 5,94t 30,58¢ - - 36,53¢
Small Business Administratic 558 1,432 - - 1,99C
Commercial business and other 14,30: 13,62¢ 1,23¢ - 29,16¢
Total loans 72,70t 173,80¢ 1,23¢ - 247,75

Investment Securities: @

Pooled trust preferred securiti - 16,457 - - 16,457

Mutual funds - 4,082 - - 4,082

Private issue CMO - 53,79( - - 53,79(
Total investment securities - 74,32¢ - - 74,32¢

Other Real Estate Owned - 1,58¢ - - 1,58¢
Total $ 72,708 $ 249,72  $ 1,238 $ - 8 323,66¢

1) Our investment securities are classified as seesivailable for sale and as such are carrieleit fair value in our Consolidated Financial Sta¢sts. The securities above had a fair

value of $48.8 million and $65.0 million at June 3011 and December 31, 2010, respectively. Undeent applicable regulatory guidelines, we araiinegl to disclose the classifi
investment securities, as shown in the tables gtaivtbeir book values (amortized cost, or faiuealor securities that are under the fair valueéoot Additionally, the requirement is
only for the Banks’ securities. Flushing Finanealrporation had one mutual fund security classifisSubstandard with a market value of $1.6 miéibBecember 31, 2010. In
addition, Flushing Financial Corporation had twivate issue trust preferred securities classife@abstandard with a combined market value of 80l&n at March 31, 2011 and
December 31, 201!
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On a quarterly basis, all mortgage loans that asgthated as Substandard or Doubtful are intermalliewed for impairment, based on updated cashsflimr income producing properties
updated independent appraisals. The loan balaicadlateral dependant impaired loans are thenpzoed to the loans updated fair value. The balarfieh exceeds fair value is chargefi-
to the allowance for loan losses.

We designate investment securities as Substandaedh whe investment grade rating by one or morehefrating agencies is below investment grade. We higesignated a total of
investment securities that are held at the SavBagk as Substandard at June 30, 2011. Our clas#ifiestment securities at June 30, 2011 held eyS#vings Bank include 16 private is
CMOs rated below investment grade by one or morthefrating agencies, three issues of pooled peferred securities, and one private issue trestepred security. The Investm
Securities which are classified as Substandardua¢ B0, 2011 are securities that were rated invastrgrade when we purchased them. These secunidies each been subseque
downgraded by at least one rating agency to betmestment grade. Through June 30, 2011, theseisesuwith the exception of two of the pooled trpseferred securities and five priv
issue CMOs, continued to pay interest and princgacheduled. We test each of these securitietedydor impairment, through an independent tipedty.

ALLOWANCE FOR LOAN LOSSES

We have established and maintain on our bookslawahce for loan losses that is designed to prosideserve against estimated losses inherent iovarall loan portfolio. The allowance
established through a provision for loan lossegtas managemestevaluation of the risk inherent in the varioumponents of the loan portfolio and other factoms)uding historical loa
loss experience (which is updated quarterly), cbarig the composition and volume of the portfotiollection policies and experience, trends in tbkime of nonaccrual and classified loe
and local and national economic conditions. Theheination of the amount of the allowance for Idasses includes estimates that are susceptiblgnifisant changes due to change
appraisal values of collateral, national and l@=@nomic conditions and other factors. We incutcgdl net chargeffs of $3.1 million and $2.1 million during theré®e months ended June
2011 and 2010, respectively, and $8.3 million add4$million during the six months ended June 30112@nd 2010, respectively. The national and regiecanomies were genere
considered to be in a recession from December 20@lgh the middle of 2009. This has resulted itréased unemployment and declining property valaklspugh the property val
declines in the New York City metropolitan area éiawot been as great as many other areas of thérgoWhile the national and regional economies hstvewn signs of improvement si
the second half of 2009, unemployment has remaanetevated levels. The deterioration in the econbas resulted in an elevated level of m@rforming loans, which totaled $110.0 mill
at June 30, 2011 and $112.1 million at December2810. The Savings Bank’s underwriting standardsegaly require a loan-tealue ratio of no more than 75% at the time thenli
originated. At June 30, 2011, the average outstangiincipal balance of our ngrerforming loans was 63.1% of the estimated cuvahie of the supporting collateral, after consiugthe
charge-offs that have been recorded. We have rest bfected by the defaults of sub-prime mortgagese do not originate, or hold in portfolio, spifime mortgages. A provision for lo
losses of $5.0 million was recorded for both thre¢tmonths ended June 30, 2011 and 2010 and df #fillion for both the six months ended June 30@,128nd 2010.

We review our loan portfolio by separate categowéh similar risk and collateral characteristiesy., multi-family residential, commercial realast one-to-four family mixedse propert
one-to-four family residential, coperative apartment, construction, SBA, commetuieiness, taxi medallion and consumer loans. Iragdwans are segregated and reviewed separaté
non-accrual loans and TDRs are considered impairedaiimag loans secured by real estate are revieweztlbas the fair value of their collateral. In conti@e with the determination of t
allowance, the market value of collateral ordinardl evaluated by our staff appraiser. On a quigrteasis, the estimated values of impaired mortdagas are internally reviewed, basec
updated cash flows for income producing properied, at times, an updated independent appraisditésned. The loan balances of collateral depenidgraired loans are then compare
the loans updated fair value. The balance whicleeds fair value is chargeaidf. We do not allocate additional reserves to fmiich have written down to their fair value. Wharaluating
loan for impairment, we do not rely on guaranteesl the amount of impairment, if any, is basedhenfair value of the collateral. We do not carrgre at a value in excess of the fair v
due to a guarantee from the borrower. Impaired gagre loans that were written down resulted fronrtguly reviews or updated appraisals that indicatedpropertiesestimated value hi
declined from when the loan was originated. Laeassified as TDR are evaluated based on the pegjeliscounted cash flow of the restructured Idaheloans effective interest rate prio
restructuring. A portion of the allowance for loksses is allocated in the amount by which the nd=d investment in the TDR exceeds the discoungesth dlow. For noreollateralize:
impaired loans, management estimates any recovir@sare anticipated for each loan. A portiontaf allowance is allocated to nopHateralized based on these estimates. Basetie
review of impaired loans, which includes loans sifisd as TDR, a portion of the allowance was ated to impaired loans in the amount of $4.2 millamd $15.9 million at June 30, 2011
December 31, 2010, respectively.
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General provisions are established against perfagiaians in our portfolio in amounts deemed prudigntnanagement. A portion of the allowance is @ted to the remaining portfolio ba:
on historical loss experience. In the second quaft2011, the historical loss period used for @llscation was reduced to three years as theresuffisient data to make the experience fac
from this period relevant and meaningful. In additia portion of the allowance is allocated basedwrent economic conditions, trends in delinqyesned classified loans, and concentrat
in the loan portfolio. Based on these reviews, rganzent concluded the general portion of the allmgashould be $25.1 million and $11.8 million at&@®, 2011 and December 31, 2(
respectively, resulting in a total allowance of #2#illion and $27.7 million at June 30, 2011 anecBmber 31, 2010, respectively. The Board of Dinscteviews and approves the adeq
of the allowance for loan losses on a quarterlyshbddanagement has concluded, and the Board oftiire has concurred, that at June 30, 2011, tbevatice was sufficient to absorb los

inherent in our loan portfolio.

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

For the six months ended June

(Dollars in thousands 2011 2010
Balance at beginning of peri $ 27,69¢ % 20,32
Provision for loan losse 10,00( 10,00(
Loans charge-off:
Multi-family residentia (1,817) (2,239)
Commercial real esta (2,522) (374)
Oneto-four family — mixec-use propert (58€) (825)
Oneto-four family — residential (2,997) (94)
Constructior (70%) (862)
Small Business Administratic (48¢) (385)
Commercial business and other (450 (422)
Total loans charged-off (8,559 (5,20))
Recoveries
Multi-family residentia 21 5
Commercial real esta - 42
Oneto-four family — mixec-use propert 10¢
Oneto-four family — residential 63 -
Small Business Administratic 17 132
Commercial business and other 9 607
Total recoveries 21¢ 787
Net charg-offs (8,341) (4,419
Balance at end of period $ 29,35¢  $ 25,91(
Ratio of net charc-offs during the period taverage loans outstanding during the pe 0.52% 0.27%
Ratio of allowance for loan losses to gross loarend of perioc 0.91% 0.7%%
Ratio of allowance for loan losses to -performingassets at end of peri 25.41% 21.7¢%
Ratio of allowance for loan losses to -performingloans at end of peric 26.68% 23.21%
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK

For a discussion of the qualitative and quantigatiisclosures about market risk, see the informatioder the caption "Management's Discussion analyais of Financial Condition a
Results of Operations - Interest Rate Risk."

ITEM4. CONTROLS AND PROCEDURES

The Company carried out, under the supervisionveitithe participation of the Comparsymanagement, including its Chief Executive Offiaed Chief Financial Officer, an evaluation of
effectiveness of the design and operation of then@amy’s disclosure controls and procedures (asieéfin Rule 13d5(e) under the Securities Exchange Act of 19349fake end of th
period covered by this Quarterly Report. Basednugpat evaluation, the Chief Executive Officer alief Financial Officer concluded that, as of J&@e 2011, the design and operatio
these disclosure controls and procedures weretieffecDuring the period covered by this QuarteRgport, there have been no changes in the Compantgrnal control over financ
reporting that have materially affected, or aresoembly likely to materially affect, the Companyigernal control over financial reporting.
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PART Il - OTHER INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES

ITEM1. LEGAL PROCEEDINGS

The Company is a defendant in various lawsuits nag@ment of the Company, after consultation wittside legal counsel, believes that the resolutibthese various matters will not res
in any material adverse effect on the Company'saiaated financial condition, results of operati@nd cash flows.

ITEM 1A. RISK FACTORS

There have been no material changes from the aitorfs disclosed in the Company’s Annual Reporform 10-K for the year ended December 31, 2010.

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

The following table sets forth information regamlithe shares of common stock repurchased by thep@wyrduring the three months ended June 30, 2011:

Maximum

Total Number o Number of
Total Shares Purchas'  Shares That Ma
Number as Part of Publicl  Yet Be Purchase¢
of Shares Average Pricc  Announced Plan  Under the Plan

Period Purchasel Paid per Sha or Program: or Program:
April 1 to April 30, 2011 - % = 5 362,05(
May 1 to May 31, 201 - - - 362,05(
June 1 to June 30, 2011 - - - 362,05(

Total - $ - -

Our current common stock repurchase program wasoaeg by the Compang’Board of Directors on August 17, 2004. This repase program authorized the repurchase of 1,00
common shares. The repurchase program does netdmexpiration date or a maximum dollar amount thay be paid to repurchase the common sharesk $¢épurchases under t
program will be made from time to time, on the opearket or in privately negotiated transactionghatdiscretion of the management of the Company.

ITEM 4. REMOVED and RESERVED
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ITEM6. EXHIBITS

PART Il - OTHER INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES

Exhibit No. Description
3.1 Certificate of Incorporation of Flushing Financ@brporation (1,
3.2 Certificate of Amendment of Certificate of Incorption of Flushing Financial Corporation
&3 Certificate of Designations of Series A Junior Rgrating Preferred Stock of Flushing Financial @anation (4)
3.4 Certificate of Increase of Shares Designated aigSArJunior Participating Preferred Stock of FlaghFinancial Corporation (2
3.5 By-Laws of Flushing Financial Corporation |
4.1 Rights Agreement, dated as of September 8, 20@&glea Flushing Financial Corporation, and Compturs Trust Company N.A., as Rights Agent
10.1 Flushing Financial Corporation Annual IncentiverPfar Executives and Senior Officers
10.2 Flushing Savings Bank Specified Officer Change émol Severance Polic
311 Certification pursuant to Section 302 of the Sags-Oxley Act of 2002 by the Chief Executive Offic
31.2 Certification pursuant to Section 302 of the Sads-Oxley Act of 2002 by the Chief Financial Offic
32.1 Certification Pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarbarlkey @ct of 2002 by the Chief Executive Offic
32.2 Certification Pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarkey @ct of 2002 by the Chief Financial Offic

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

(3) Incorporated by reference to Exhibits filedtwitorm ¢-8 filed May 31, 2002

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

(5) Incorporated by reference to Exhibit 10.1 fileith Form &K filed March 1, 2007

(6) Incorporated by reference to Exhibit filed witbrm &K filed September 11, 200
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PART Il - OTHER INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES

Pursuant to the requirements of the Securities &xga Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the undewsil thereunto duly authorized.
Flushing Financial Corporation,
Dated: August 8, 2011 By: /s/John R. Buran

John R. Buran
President and Chief Executive Officer

Dated: August 8, 2011 By: /s/David W. Fry
David W. Fry
Executive Vice President, Treasurer and
Chief Financial Officer
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FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
EXHIBIT INDEX

Exhibit No. Description
3.1 Certificate of Incorporation of Flushing Financ@drporation (1
3.2 Certificate of Amendment of Certificate of Incorption of Flushing Financial Corporation
&3 Certificate of Designations of Series A Junior Rgvating Preferred Stock of Flushing Financial @anation (4)
3.4 Certificate of Increase of Shares Designated aieSArJunior Participating Preferred Stock of FlaghFinancial Corporation (2
35 By-Laws of Flushing Financial Corporation (
4.1 Rights Agreement, dated as of September 8, 20@@gelea Flushing Financial Corporation, and Compturms Trust Company N.A., as Rights Agent
10.1 Flushing Financial Corporation Annual IncentiverPfar Executives and Senior Officers
10.2 Flushing Savings Bank Specified Officer Change émitol Severance Polic
311 Certification pursuant to Section 302 of the Sags-Oxley Act of 2002 by the Chief Executive Offic
31.2 Certification pursuant to Section 302 of the Sads-Oxley Act of 2002 by the Chief Financial Offic
32.1 Certification Pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarlkey @ct of 2002 by the Chief Executive Offic
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 Offic

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

(3) Incorporated by reference to Exhibits filedtwitorm ¢-8 filed May 31, 2002

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

(5) Incorporated by reference to Exhibit 10.1 fileith Form &K filed March 1, 2007

(6) Incorporated by reference to Exhibit filed witkbrm &K filed September 11, 200



Exhibit 10.2
FLUSHING SAVINGS BANK
SPECIFIED OFFICER
CHANGE IN CONTROL SEVERANCE POLICY

Name:

Commencement Date:

Signature:

1. Term; Policy Effectiveness.

(a) This Policy shall apply to each enygle at the level of Assistant Vice President ovabia good standing of Flushing Savings Bank (tBarfk”) who is not party t
an employment agreement with the Bank (an “Empltjyés the period that both (i) such Employee is emptbas such and (ii) this Policy is in effect icraaance with Section 1(b) bel
(conjunctively, the “Term”)provided that if prior to January 1, 2009 such Eogpk is party to a written Special Termination Agnent with the Company, then the term (without vealg of
such agreement shall continue in full force anéaffintil terminated in accordance with the terhexe¢of and the Term hereof, if applicable, for skchployee shall commence immedia
upon such termination; and provided further thatwithstanding the provisions of Section 1(b), ffrerm shall continue for such Employee for a pewddwo years following a Change
Control (as defined in Section 2(b) below) thatesttise occurs during the Term.

(b) This Policy shall be in effect foretoneyear period commencing on January 1, 2008 and sffebtiveness shall automatically be renewed orh eaccessiv
anniversary thereof for an additional oyear period, unless the Board of Directors or affiger of the Bank, acting upon the authority thefteshall resolve to not renew the Policy as o
next such anniversary date; provided that sucHusn is adopted prior to such anniversary dai@ the participants under the Policy are notifiedwth norrenewal within 60 days after st
anniversary date.

(c) Upon the expiration of the Term, aghts, benefits and obligations of Flushing SasirBank (the “Bank”) and Flushing Financial Corpamat(the ‘Holding
Company”) hereunder shall terminate.

2. Definitions .

(@) “ Causé means the Employeg’(i) intentional engagement in dishonest conduatitful misconduct, (ii) breach of fiduciary dutiynvolving personal profit, (i

insubordination or intentional failure to perfortated duties, (iv) willful violation of the Ban&rules and policies and other applicable lawgs;ubr regulations, (v) conviction (including et
of a guilty ornolo contenderglea) of a felony or any crime involving dishornest moral turpitude, (vi) material breach of amgyision of any Bank policy or employment agreemwith the
Bank, or (vii) poor performance.




(b) “ Change of Contrdlmeans:

(0] the acquisition of all or substaniyaall of the assets of the Bank or the Holding Qamy by any person or entity, or by any personentities acting i
concert;

(ii) the occurrence of any event if, indiagely following such event, a majority of the maens of the Board of Directors of the Bank or theldihg Company
as the case may be, or of any successor corporgtimhconsist of persons other than Current Membrespectively (for these purposes, a “Current Berhshall mean ar
member of the Board of Directors of the Bank or ltadding Company as of the Commencement Date apdsaccessor of a Current Member whose nominaticglemtior
has been approved by a majority of the Current Mamnthen on the respective Board of Directors);

(iii) the acquisition of beneficial owrséip, directly or indirectly (as provided in Rul8dk3 under the Securities Exchange Act of 1934 {f&et"), or any
successor rule), of 25% or more of the total combinoting power of all classes of stock of the Bankhe Holding Company by any person or group deemperson und
Section 13(d)(3) of the Act; or

(iv) approval by the stockholders of B&nk or the Holding Company of an agreement progidor the merger or consolidation of the Banka Holdinc
Company with another corporation where the stoakdsl of the Bank or the Holding Company, immedjagelor to the merger or consolidation, would nenbficially own
directly or indirectly, immediately after the mergar consolidation, shares entitling such stockaddo 50% or more of the total combined voting powf all classes
stock of the surviving corporation.

(c) “ Disability” means termination under circumstances in whichEtmgloyee would qualify for disability benefits umdene or more disability programs maintai
by the Holding Company or any subsidiary (includihg Bank) employing the Employee.

(d) “ Good Reasdimeans:

@) a reduction by the Holding Companyaoy subsidiary (including the Bank) in the Empleseannual base salary as in effect imnmediately poi@ Chang
of Control;




(i) the failure of the bank to cure, kit 60 days following written notice thereof froimet Employee, a material adverse change by the htpl@ompany ¢
any subsidiary (including the Bank) in the Empldegrincipal functions, duties, or responsibilitesin effect immediately prior to a Change of Cohtprovided, howeve
that a change shall not be deemed to be mateadirgrse if the Employee is assigned a positionngasubstantially comparable functions, duties spoasibilities; or

(iii) the failure of the Holding Compawy any subsidiary (including the Bank) to maintdie Employees principal place of employment within 50 milesii
effect immediately prior to a Change of Control.

3. Severance Benefit.

In the event the Employee'employment with the Holding Company and any sfsiibsidiaries (including the Bank) is terminatathin two years following a Change
Control (i) by the Holding Company or any of itsbsidiaries (including the Bank) other than by remsb the death or Disability of the Employee anteotthan for Cause, or (ii) by 1
Employee for Good Reason, the Bank shall providemay to the Employee the following:

(a) the Employeg’earned but unpaid current salary as of the datermination, plus an amount representing any wextrbut unpaid vacation time, wh
amounts shall be paid within thirty days of terntioa;

(b) the benefits, if any, to which the floyee is entitled as a former employee under thlelilg Company’s and subsidiaries’ (including thenR’s) employe
benefit plans and programs and compensation plash@r@ograms, which shall be paid in accordance thighterms of such plans and programs;

(©) continued health and welfare benfitsluding group life, disability, medical and dehbenefits), in addition to that provided in pgnaph (b) above, to t
extent necessary to provide coverage for the Enegldgr the number of months equal to the numbenaiths of salary payable to the Employee pursumpatagraph (d) below (t
“Severance Period”). Such benefits shall be predithrough the purchase of insurance, and shabbesalent to the health and welfare benefits (idilg cost-sharing percentages)
provided to active employees of the Bank (or amceasor thereof) as from time to time in effectinyithe Severance Period. Where the amount of baokfits is based on sale
they shall be provided to the Employee based orhihleest annual rate of salary achieved by the Bysg during the period of the Employe@mployment with the Bank or
subsidiaries. If the Employee had dependent cgeeia effect at the time of his or her terminatimhemployment, the Employee shall have the righelect to continue su
dependent coverage for the Severance Period. @hefits to be provided under this paragraph (c)l slease to the extent that in the judgment of Bla@k substantially equivale
benefits are provided to the Employee (and/or kisélependents) by a subsequent employer of thedyep| who shall certify a description thereof te Bank; and




(d) within thirty days following the Engpflee’s termination of employment, a cash lump sayment in an amount equal to one mostbalary for each fu
year of continuous service completed with the HgddCompany or any of its subsidiaries (including Bank or any predecessor of the Bank), but invemeless than 12 months
salary or more than 18 months’ salary, such satatye the greater of the Employee’s salary immedigtrior to the Change of Control or the Emplogesalary at the date of st
termination.

Notwithstanding the foregoing, the benefits prodide the Employee under this Section 3 shall beiced if and to the extent that a nationally recegdifirm of compensation consultant:
auditors designated by the Holding Company or thekBdetermines that such reduction will result igreater net aftetax benefit to the Employee than the Employee walithin in th:
absence of such reduction, taking into accountexjse tax payable by the Employee under IntereaeRue Code Section 4999.

4. No Effect on Employee Benefit Plans or CompensatidArograms.

Except as expressly provided in this Policy, thenteation of the Employes’employment, whether by the Holding Company or @niys subsidiaries (including the Bank’
by the Employee, shall have no effect on the rigiitd obligations of the parties hereto under theleyee benefit plans or programs or compensatiangbr programs (whether or
employee benefit plans or programs) that the Hgl@@ompany or any subsidiary (including the Bankymmeintain from time to time.

5. No Right to Employment.

Nothing in this Policy shall be construed as givthg Employee the right to be retained in the egplent of the Holding Company or any of its subgiéis (including th
Bank), nor shall it affect the right of the Holdi@pmpany or any of its subsidiaries (including Bank) to terminate the Employee’s employment withvidhout cause.

6. Regulatory Action .

(@) Notwithstanding any other provisidrthas Policy to the contrary, this Section 6 stadply at all times, during the Term.




(b) If the Employee is suspended and¢orporarily prohibited from participating in the clutt of the affairs of the Bank by a notice serueder 12 U.S.C. § 1818(e)
(3) and (g)(1), the Bangk’obligations to the Employee under this Policylidbe suspended as of the date of such servicessiskayed by appropriate proceedings. If the @sairgsuch notic
are dismissed, the Bank shall (i) pay the Emplagléef the compensation payable under this Poliat tvas withheld while the Bardobligations under this Policy were so suspendac
(ii) reinstate in whole any of its obligations teetEmployee which were suspended.

(c) If the Employee is removed and/ompanently prohibited from participating in the cootlof the Banks affairs by an order issued under 12 U.S.C. § (914 o
(9)(1), all obligations of the Bank to the Employeeder this Policy shall terminate as of the effectiate of the order, other than vested rightthefparties accrued as of such effective |
which shall not be affected.

(d) If the Bank is in default (as definadsection 3(x)(1) of the Federal Deposit InsumAct), all obligations of the Bank under this Byglshall terminate as of the d
of such default, but this Section 6(d) shall né¢etfany vested rights of the Employee accrued asch date of default.

(e) All obligations of the Bank undergh®olicy shall be terminated, except to the exieist determined that continuation of the Policynicessary to the contint
operation of the Bank, (i) by the Regional Directdrthe Office of Thrift Supervision or his or hdesignee (“Directorgat the time the Federal Deposit Insurance Corpmrati Resolutio
Trust Corporation enters into an agreement to piewassistance to or on behalf of the Bank undeatitleority contained in Section 13(c) of the FetlBreposit Insurance Act; or (ii) by t
Director at the time the Director approves a suigery mergetto resolve problems related to operation of thekBamwhen the Bank is determined by the Directdoedn an unsafe or unsot
condition; provided, however, that this Section)&(eall not affect any vested rights of the Emptgecrued as of such date of termination.

) Any payments made to the Employeespant to this Policy or otherwise are subject td eonditioned upon their compliance with 12 U.S§C1.828(k) and ar
regulations promulgated thereunder.

7. Miscellaneous Provisions.

(@) SuccessorsThis Policy shall inure to the benefit of andbieding upon the Employee and his legal represieetaand the Holding Company and the Bank,

successors and assigns, including any successmrebyer or consolidation or a statutory receiveamy other person or firm or corporation to whichaal substantially all of the assets .
business of the Holding Company or the Bank magdie or otherwise transferred.




(b)

(c) Severability The invalidity or unenforceability of any proiaa of this Policy shall not affect the validity enforceability of any other provision of this Ry,
which shall remain in full force and effect.

Waiver The Waiver by any party of a breach of any gmn of this Policy shall not operate or be corediras a waiver of any subsequent breach of thisyPol

(d) Headings and ReferenceBhe headings of the sections of this Policyimserted for convenience only and shall not be dkia constitute a part of this Policy.

(e) Entire Policy This Policy constitutes the entire policy, agneait and understanding of the parties with respettie matters contemplated herein, and super
all prior policies, agreements, arrangements amigrstandings related to the subject matter hereof.

) No Modification This Policy may not be maodified other than byriting signed by all the parties hereto.

(9) Governing Law This Policy shall be governed by the laws of $itete of New York, without reference to confliofdaw principles.

(h)

Withholding The Employee agrees that the Bank may withhalchfany payment required to be made to the Emplpyesuant to this Policy all federal, st
local and/or other taxes which the Bank determaresrequired to be withheld in accordance with igpple statutes and/or regulations in effect frametto time.

8. Guarantee.

The Holding Company hereby agrees to guarantepapment by the Bank of any benefits and compensaiovhich the Employee is entitled under this &oli
9. Signature; Notices.

This Policy shall not be in effect with respectatoy Employee unless and until such Employee haeedighis Policy where indicated above and deliveredriginal cop

thereof to the Bank. Notices to the Employee unidisrPolicy shall be deemed received by the Emmdpethe extent given in accordance with the tesfmequired notice as may otherwise
required by any other policy of the Bank undeeitsployee manual of which this forms a part.




10. Compliance with Code Section 409A

(@) Notwithstanding the provisions of tsae 3, if the Employee is a specified employeehimitthe meaning of Section 409A of the Internal &awe Code of 1986,
amended (“Section 409A"gs determined by the Board in accordance with kbetien made by the Bank for determining specifdployees, any amounts payable under sectiong&(c
any other payments to which the Employee may bidledjtwhich constitute “deferred compensatiavithin the meaning of Section 409A and which ateeotvise scheduled to be paid du
the first six months following the Employeetermination of employment (other than any paymémat are permitted under Section 409A to be patidin six months following termination
employment of a specified employee) shall be susgenuntil the six-month anniversary of the Empldgegermination of employment (or the Employeeleath if sooner), at which time
payments that were suspended shall be paid toridyee (or his estate) in a lump sum, togetheh witerest on each suspended payment at the petagas reported in the Wall Str
Journal) from the date of suspension to the dapapment.

(b) A termination of employment shall t& deemed to have occurred for purposes of anyigiwa of this Policy providing for the paymentarfy amounts or benet
upon or following a termination of employment urdessich termination is also a “separation from sef\{within the meaning of Code Section 409A).

(c) For purposes of Section 409A, eagmpant under sections 3(d) will be treated as ars¢pa@ayment.
(d) It is intended that this Policy complith the provisions of Section 409A and the redgioins and guidance of general applicability isstieteunder so as to |

subject the Employee to the payment of additiongdrest and taxes under Section 409A, and in fratiee of this intent, this Policy shall be intetprk operated and administered in a ma
consistent with these intentions.



FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Exhibit 31.1

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

1, John R. Buran, certify that:

1. | have reviewed this quarterly report on Form@0f Flushing Financial Corporation;
2. Based on my knowledge, this report does notaiprany untrue statement of a material fact or anittate a material fact necessary to make thensemnts made, in light of the
circumstances under which such statements were,mateisleading with respect to the period covdrgdhis report;
3. Based on my knowledge, the financial statememtd,other financial information included in theport, fairly present in all material respectsfihancial condition, results of
operations and cash flows of the registrant aamd, for, the periods presented in this report;
4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined il&@e Act Rules 13a-15(e) and 15d-
15(e)) and internal control over financial repagtifas defined in Exchange Act Rules 13a-15(f) abd15(f)) for the registrant and have:
a) designed such disclosure controls and procedaresiused such disclosure controls and procedoes designed under our supervision, to ensatentlaterial information relating
to the registrant, including its consolidated sdlasies, is made known to us by others within thestties, particularly during the period in whitths report is being prepared;
b) designed such internal control over financigloréing, or caused such internal control over fiiahreporting to be designed under our supervigioprovide reasonable assurance
regarding the reliability of financial reportingdthe preparation of financial statements for exdepurposes in accordance with generally accegtedunting principles;
c) evaluated the effectiveness of the registradigslosure controls and procedures and presentusimeport our conclusions about the effectivene$the disclosure controls and
procedures, as of the end of the period coveratiisyeport based on such evaluation; and
d) disclosed in this report any change in the tegis's internal control over financial reportirtzat occurred during the registrant’s most recesufi quarter (the registrant’s fourth
fiscal quarter in the case of an annual report) ltha materially affected, or is reasonably likelynaterially affect, the registrant’s internal t@hover financial reporting; and
5. The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimternal control over financial reporting, feetregistrant’s auditors and the audit
committee of the registrant’s board of directonsgdersons performing the equivalent functions):
a) all significant deficiencies and material weadses in the design or operation of internal cordvelr financial reporting which are reasonablylljk® adversely affect the
registrant’s ability to record, process, summasard report financial information; and
b) any fraud, whether or not material, that invelmeanagement or other employees who have a significle in the registrant’s internal control ofieancial reporting.

Date:August 8, 201 By: /s/John R. Bura
John R. Burai
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

1, David W. Fry, certify that:

1. | have reviewed this quarterly report on Form@0f Flushing Financial Corporation;
2. Based on my knowledge, this report does notaiprany untrue statement of a material fact or anittate a material fact necessary to make thensemnts made, in light of the
circumstances under which such statements were,mateisleading with respect to the period covdrgdhis report;
3. Based on my knowledge, the financial statememtd,other financial information included in theport, fairly present in all material respectsfihancial condition, results of
operations and cash flows of the registrant aamd, for, the periods presented in this report;
4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined il&@e Act Rules 13a-15(e) and 15d-
15(e)) and internal control over financial repagtifas defined in Exchange Act Rules 13a-15(f) abd15(f)) for the registrant and have:
a) designed such disclosure controls and procedaresiused such disclosure controls and procedoes designed under our supervision, to ensatentlaterial information relating
to the registrant, including its consolidated sdlasies, is made known to us by others within thestties, particularly during the period in whitths report is being prepared;
b) designed such internal control over financigloréing, or caused such internal control over fiiahreporting to be designed under our supervigioprovide reasonable assurance
regarding the reliability of financial reportingdthe preparation of financial statements for exdepurposes in accordance with generally accegtedunting principles;
c) evaluated the effectiveness of the registradigslosure controls and procedures and presentusimeport our conclusions about the effectivene$the disclosure controls and
procedures, as of the end of the period coveratiisyeport based on such evaluation; and
d) disclosed in this report any change in the tegis's internal control over financial reportirtzat occurred during the registrant’s most recesufi quarter (the registrant’s fourth
fiscal quarter in the case of an annual report) ltha materially affected, or is reasonably likelynaterially affect, the registrant’s internal t@hover financial reporting; and
5. The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimternal control over financial reporting, feetregistrant’s auditors and the audit
committee of the registrant’s board of directonsgdersons performing the equivalent functions):
a) all significant deficiencies and material weadses in the design or operation of internal cordvelr financial reporting which are reasonablylljk® adversely affect the
registrant’s ability to record, process, summasard report financial information; and
b) any fraud, whether or not material, that invelmeanagement or other employees who have a significle in the registrant’s internal control ofieancial reporting.

Date:August 8, 201 By: /s/David W. Fry
David W. Fry

Executive Vice President, Treasurer and
Chief Financial Officer



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 FlushFigancial Corporation (the “Corporation”) on Foli-Q for the period ended June 30, 2011 as filgH thie Securities and Exchange
Commission on the date hereof (the “Report”), hRd&. Buran, Chief Executive Officer of the Corpara, certify, pursuant to 18 U.S.C. Section 13&®adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002, that to mgwkledge:

(1) the Report fully complies with the requirents of Section 13(a) or 15(d) of the SecuritiesHange Act of 1934; and

(2) The information contained in the Repoitljgpresents, in all material respects, the finahcondition and results of operations of the @ugion.

By: /s/John R. Buran
John R. Buran

Chief Executive Officer
August 8, 2011



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 FlushFigancial Corporation (the “Corporation”) on Foli-Q for the period ended June 30, 2011 as filgH thie Securities and Exchange
Commission on the date hereof (the “Repoit"pavid W. Fry, Chief Financial Officer of the Gmration, certify, pursuant to 18 U.S.C. Sectiob,3as adopted pursuant to Section
of the Sarbanes-Oxley Act of 2002, that to my krexlgle:

(1) the Report fully complies with the requirents of Section 13(a) or 15(d) of the SecuritiesHange Act of 1934; and

(2) The information contained in the Repoitlyapresents, in all material respects, the finahcondition and results of operations of the Qogpion.

By: /s/David W. Fry
David W. Fry

Chief Financial Officer
August 8, 2011



