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PART | — FINANCIAL INFORMATION

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Financial Condition
(Unaudited)
ITEM 1. FINANCIAL STATEMENTS

September 3

December 31

(Dollars in thousands, except per share di 2011 2010
ASSETS
Cash and due from ban $ 50,90: $ 47,78¢
Securities available for sal
Mortgage-backed securities ($40,770 and $51,47&ratalue pursuant to
the fair value option at September 30, 2011Redember 31, 2010, respective 784,52 754,07
Other securities ($30,716 and $21,574 at fair valwsuant to the fa
value option at September 30, 2011 and DeceBihe2010 respectively 47,16¢ 50,11:
Loans:
Multi-family residentia 1,333,801 1,252,171
Commercial real esta 604,78: 662,79:
One-to-four family — mixec-use propert 705,93t 728,81(
One-to-four family — residentia 222,55 241,37t
Cc-operative apartmen 5,562 6,21¢
Constructior 51,52: 75,51¢
Small Business Administratic 14,46( 17,51:
Taxi medallion 68,57( 88,26
Commercial business and ott 206,56( 187,16:
Net unamortized premiums and unearned loan 15,31: 16,50z
Allowance for loan losses (29,609 (27,699
Net loans 3,199,45! 3,248,63
Interest and dividends receival 18,48¢ 19,47¢
Bank premises and equipment, 23,19: 23,04
Federal Home Loan Bank of New York stc 30,821 31,60¢
Bank owned life insuranc 78,19¢ 76,12¢
Goodwill 16,127 16,127
Core deposit intangibl 1,05¢ 1,40¢
Other asset 53,60 56,35/
Total assets $ 4,303,531 $ 4,324,74!
LIABILITIES
Due to depositors
Non-interest bearin $ 111,170 $ 96,19¢
Interes-bearing:
Certificate of deposit accour 1,549,95! 1,520,57.
Savings account 363,02! 388,51.
Money market accoun 230,60¢ 371,99¢
NOW accounts 862,04° 786,01!
Total interes-bearing deposit 3,005,63: 3,067,09
Mortgagors' escrow depos 33,254 27,31t
Borrowed funds ($27,189 and $32,226 at fair valuespant to the fai
value option at September 30, 2011 and DeceBthe2010, respectivel 513,35! 542,68:
Securities sold under agreements to repurc 185,30( 166,00(
Other liabilities 35,81¢ 35,407
Total liabilities 3,884,54. 3,934,70!
STOCKHOLDERS' EQUITY
Preferred stock ($0.01 par value; 5,000,000 steut®rized; none issue - -
Common stock ($0.01 par value; 100,000,000 shard®ezed; 31,530,595 shares and 31,255,934 shar
issued at September 30, 2011 and December 31,
2010, respectively; 31,160,639 shares and 31938 shares outstanding a September 30, 2011 and
December 31, 2010, respective 31t 313
Additional paic-in capital 195,13t 189,34
Treasury stock (369,956 shares at September 3Q, 2@l none at December 31, 20 (4,23%) -
Retained earninc 219,28: 204,12¢
Accumulated other comprehensive income (loss)phttxes 8,49: (3,749
Total stockholders' equity 418,99:. 390,04!
Total liabilities and stockholders' equity $ 430353 $ 4,324,74




The accompanying notes are an integral part oktheasolidated financial statements



PART | — FINANCIAL INFORMATION

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Income

(Unaudited)
For the three montt For the nine month
ended September 3 ended September 3!
2011 2010 2011 2010
Interest and dividend income
Interest and fees on loa $ 47,761 $ 50,09¢ $ 14457¢ $ 148,77
Interest and dividends on securiti
Interes 8,32t 7,95¢ 24,58 23,60(
Dividends 20z 207 60¢€ 61C
Other interest incom 35 11 89 33
Total interest and dividend income 56,32¢ 58,27 169,85- 173,01¢
Interest expense
Deposits 12,26¢ 13,31¢ 36,95/ 40,64
Other interest expen: 6,96 9,09t 21,84¢ 29,57
Total interest expense 19,22¢ 22,41( 58,80: 70,21
Net interest income 37,10: 35,86: 111,05: 102,80t
Provision for loan losse 5,00( 5,00( 15,00( 15,00(
Net interest income after provision for loan losse 32,10! 30,86 96,05 87,80¢
Non-interest income (loss
Otherthar-temporary impairment ("OTTI") char (4,816 (3,319 (8,999 (6,13¢6)
Less: Nor-credit portion of OTTI charge recorded in Ot
Comprehensive Income, before taxes 4,164 2,76¢ 7,421 4,59¢
Net OTTI charge recognized in earnir (652) (550) (1,57¢) (1,53¢)
Loan fee incomu 53¢ 432 1,48 1,28:
Banking services fee incon 43C 437 1,27¢ 1,35(C
Net gain (loss) on sale of loa 49¢ (6) 492 17
Net gain from sale of securiti - 39 - 62
Net gain (loss) from fair value adjustme 2,08t (20 1,26 (159
Federal Home Loan Bank of New York stock divide 33¢ 444 1,18( 1,50¢
Bank owned life insuranc 70% 702 2,06 2,04(
Other income 35¢€ 47C 1,10¢ 1,67¢
Total non-interest income 4,29¢ 1,94¢ 7,301 6,24+
Non-interest expense
Salaries and employee bene 9,71¢ 8,75¢ 29,42¢ 26,12¢
Occupancy and equipme 1,971 1,85( 5,71 5,31t
Professional service 1,697 1,53¢ 4,93: 5,05¢
FDIC deposit insuranc 1,03( 1,20(¢ 3,40¢ 3,72
Data processin 1,13¢ 1,10¢ 3,32¢ 3,27¢
Depreciation and amortizatic 79z 692 2,331 2,094
Other real estate owned / foreclosure expi 77C 38¢ 1,63¢ 76¢
Other operating expenses 2,37¢ 2,13( 7,592 6,84
Total no-interest expens 19,49( 17,65¢ 58,37( 53,20:
Income before income taxe 16,90¢ 15,154 44,98: 40,84¢
Provision (benefit) for income taxes
Federal 5,09¢ 7,48¢ 13,57¢ 15,18¢
State and loce 1,657 (6,969 4,23( (4,62%)
Total taxes 6,75¢€ 52€ 17,80¢ 10,56:
Net income $ 10,15C $ 14628 $ 27,177 $ 30,28¢

03t $ 04¢ $ 08¢ $ 1.0C
03t $ 04¢ $ 0.8 $ 1.0C

Basic earnings per common sh
Diluted earnings per common shi

&



Dividends per common sha $ 01z % 01z % 03¢ $ 0.3¢

The accompanying notes are an integral part oktbeasolidated financial statements.



PART | — FINANCIAL INFORMATION

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Cash Flows

(Unaudited)
For the nine months enc
September 3(
(Dollars in thousands 2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 27,177 $ 30,28¢
Adjustments to reconcile net income to net cashigea by
operating activities
Provision for loan losse 15,00( 15,00(
Depreciation and amortization of bank premises equipmen 2,33 2,094
Net gain on sales of loans (including delingueans) (499 a7
Net gain on sales of securiti - (62
Amortization of premium, net of accretion of absint 4,167 3,691
Net (gain) loss from fair value adjustme (1,265 154
OTTI charge recognized in earnir 1,57¢ 1,53¢
Income from bank owned life insurar (2,067) (2,040
Stocl-based compensation expel 2,101 1,78(
Deferred compensatic 39t 152
Amortization of core deposit intangibl 351 352
Excess tax expense (benefit) from s-based payment arrangeme (260) 14
Deferred income benefit provisi (335 (8,760
(Decrease) increase in other liabilit (4,929 1,89
Increase in other assets (4,306) (5,519
Net cash provided by operating activi 39,45: 40,567
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of bank premises and equipt (2,489 (1,382
Net redemptions of Federal Home Loan Bank of NewkYahares 77¢ 6,352
Purchases of securities available for ¢ (121,570 (217,59)
Proceeds from sales and calls of securities avaifab sale 8,00( 42,31
Proceeds from maturities and prepayments of séesiatailable for sal 103,49! 139,31
Net (originations) and repayment of loz 29,01¢ (73,06¢)
Purchases of loar (14,45 (7,699
Proceeds from sale of real estate ow 842 2,09(
Proceeds from sale of delinquent loans 15,34( 6,60¢
Net cash provided by (used) in investintvéees 18,95¢ (103,06
CASH FLOWS FROM FINANCING ACTIVITIES
Net increase (decrease) in -interest bearing depos 14,97% (1,812
Net (decrease) increase in inte-bearing deposit (62,329 237,70«
Net increase in mortgagors' escrow depc 5,93¢ 6,33¢
Net activity of shor-term borrowed fund - (18,200
Proceeds from lor-term borrowings 245,44 42,50¢
Repayment of lor-term borrowings (245,149 (193,929)
Purchases of treasury stc (4,50¢) (347)
Excess tax benefit (expense) from s-based payment arrangeme 26C (14)
Proceeds from issuance of common stock upon exeofistock option 2,03¢ 23t
Cash dividends pai (11,979 (11,840
Net cash (used) in provided by financintivities (55,29)) 60,64’
Net increase (decrease) in cash and cash equis 3,11z (1,859
Cash and cash equivalents, beginning of period 47,78¢ 28,42¢
Cash and cash equivalents, end of period $ 5090: $ 26,561
SUPPLEMENTAL CASH FLOW DISCLOSURE
Interest paic $ 5842° $ 70,30¢
Income taxes pai 19,33¢ 21,10°
Taxes paid if excess tax benefits were not tax ciiiole 19,59 21,09:
Non-cash activities
Securities purchased, not yet set 1,00(¢ -
Loans transferred to other real estate ow 4,75( 3,85(



Loans provided for the sale of other real estateed 1,34t 2,86:

The accompanying notes are an integral part oktbeasolidated financial statements.



PART | — FINANCIAL INFORMATION

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES

Consolidated Statements of Changes in Stockholdergquity and Consolidated Statements of

Comprehensive Income
(Unaudited)

For the nine months end

September 3(

(Dollars in thousands, except per share d: 2011 2010
Common Stock
Balance, beginning of peric $ 31 % 311
Issuance upon exercise of stock options (155,06118094 common shares for

nine months ended September 30, 2011 and 284fectively’ 1 -
Shares issued upon vesting of restricted stockawstrds (119,600 and 87,821

common shares for the nine months ended Septe3ib2011 and 2010, respectively) 1 1

Balance, end of period $ 31t $ 312
Additional Paid-In Capital
Balance, beginning of peric $ 189,34¢ $ 185,84.
Award of common shares released from Employee Behefst (140,298 and 130,499

common shares for the nine months ended SepteB@) 2011 and 2010, respective 1,50¢ 1,131
Shares issued upon vesting of restricted stockawntrds (119,800 and 103,109 common

shares for the nine months ended Septemb&03Q, and 2010, respectivel 1,66¢ 1,394
Issuance upon exercise of stock options (155,06118094 common shares for tl

nine months ended September 30, 2011and 284jectively’ 1,82t 20¢
Stoclk-based compensation activity, 1 532 112
Stock-based income tax benefit (expen 26C (14

Balance, end of period $ 195,13t $ 188,67:
Treasury Stock
Balance, beginning of peric $ - $ (36)
Purchases of common shares outstanding (362,05Mmoarshares for the

nine months ended September 30, 2( (4,137 -
Shares issued upon vesting of restricted stockawstrds (200 and 18,583 commr

shares for the nine months ended Septembel03Q, 2nd 2010, respectivel 3 23¢
Issuance upon exercise of stock options (23,12Barb6 common shares for 1

nine months ended September 30, 2011 and 2684fectively’ 32¢ 51t
Repurchase of shares to satisfy tax obligationgi@®7and 26,443 common shares

for the nine months ended September 30, 20d28h0, respectively (37¢) (347)
Repurchase of shares to pay for option exercig®43and 26,011 common shares

for the nine months ended September 30, 201 2ahd) (59 (370

Balance, end of peric $ (4,235 $ -
Unearned Compensatior
Balance, beginning of peric $ - $ (575)
Release of shares from the Employee Benefit Ta#3,095 commol

shares for the nine months ended Septemb&03®) - 491

Balance, end of peric $ - 3 (84)

The accompanying notes are an integral part oktheasolidated financial statements .



PART | — FINANCIAL INFORMATION

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Changes in Stockholder&quity and
Consolidated Statements of Comprehensive Inconfeontinued)

(Unaudited)
For the nine months end
September 3(

(Dollars in thousands, except per share d: 2011 2010
Retained Earnings
Balance, beginning of peric $ 204,12t $ 181,18:
Net income 27,171 30,28¢
Cash dividends declared and paid on common sh0e39( per common

share for the nine months ended September 3@, &d 2010, respectivel (11,979 (11,840
Issuance upon exercise of stock options (23,12Bdrb6 common shares for the nine

months ended September 30, 2011 and 2010,ctesgg) (50 (92
Shares issued upon vesting of restricted stockawetrds (3,295 commc

shares for the nine months ended Septemb&03®) - (8)

Balance, end of peric $ 219,28. $ 199,52°
Accumulated Other Comprehensive (Loss) Gail
Balance, beginning of peric $ (3,749 $ (6,57¢9)
Change in net unrealized gains on securities ahaif@r sale, net of taxes of

approximately ($8,707) and ($8,548) for the nimenths ended September 30, 2011

and 2010, respective 11,13 10,71(
Amortization of actuarial losses, net of taxesmr@ximately ($183) and ($10

for the nine months ended September 30, 201 2amd, respectivel 23¢ 12¢
Amortization of prior service credits, net of taxasapproximately $15 and $13

for the nine months ended September 30, 20d28h0, respectivel (19 (1€
OTTI charges included in income, net of taxes gfragimately ($693) and ($683)for the

nine months ended September 30, 2011 and 284ffectively 88t 85t
Reclassification adjustment for gains includedéhincome, net of taxes of approximat

$28 for the nine months ended September 3@ 201 - (34)

Balance, end of peric $ 849: $ 5,06t
Total Stockholders' Equity $ 418,99. $ 379,61

For the three months end For the nine months end:
September 3( September 3(
2011 2010 2011 2010

Comprehensive Income
Net income $ 10,15( $ 14,62¢ $ 27177 $ 30,28t

Reclassification adjustment for gains includeéhicome - (22) - (34)

Amortization of actuarial losst 77 44 23< 12¢

Amortization of prior service credi (6) (6) (29 (16)

OTTI charges included in incor 367 30¢€ 88t 85t

Unrealized gains on securities, net 10,69¢ 2,26( 11,137 10,71(
Comprehensive incon $ 21,28: $ 17,21 $ 39,41 $ 41,93(

The accompanying notes are an integral part oktbeasolidated financial statements .



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 igolly-owned subsidiary, Flushi
Savings Bank, FSB (the “Savings Bank”). The Haldi@ompany and its direct and indirect whaliyned subsidiaries, the Savings Bi
Flushing Commercial Bank, Flushing Preferred FugdBorporation, Flushing Service Corporation and H8Bperties Inc., are collectiv
herein referred to as the “Company.” The unauditedsolidated financial statements presented in Qusrterly Report on Form 1Q-
(“Quarterly Report”) include the collective resultsthe Company on a consolidated basis.

The accompanying unaudited consolidated finant&#Ements are prepared in accordance with accauptinciples generally accepted in
United States of America (“GAAP”")The information furnished in these interim stateteeeflects all adjustments which are, in the apind!
management, necessary for a fair statement of ébalts for such presented periods of the Comp&ugh adjustments are of a nor
recurring nature, unless otherwise disclosed ia Quarterly Report. All intecompany balances and transactions have been efedirik
consolidation. The results of operations in therim statements are not necessarily indicativthefresults that may be expected for the
year.

The accompanying unaudited consolidated finant¢&kements have been prepared in conformity withinkguctions to Quarterly Report
Form 10-Q and Article 10, Rule 10-01 of Regulati®#X for interim financial statements. Accordinglyertain information and footnc
disclosures normally included in financial statetsgrepared in accordance with GAAP have been cmatkor omitted pursuant to the n
and regulations of the Securities and Exchange Uegiom (“SEC”).The unaudited consolidated interim financial infatian should be rei
in conjunction with the Company’s Annual Reportearm 10-K for the year ended December 31, 2010.

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

The preparation of financial statements in confeymvith GAAP requires management to make estimates assumptions that affect
reported amounts of assets, liabilities and disolof contingent assets and liabilities at thee daft the financial statements and repc
amounts of revenue and expenses during the reggréiriod. Actual results could differ from thestimates.

3. Earnings Per Share

Earnings per share is computed in accordance witboédnting Standards Codification (“ASC”) Topic 26Barnings Per Share,ivhich
provides that unvested share-based payment awaticdantain norerfeitable rights to dividends or dividend equimais (whether paid
unpaid) are participating securities and as sucllghbe included in the calculation of earnings §ieaire. Basic earnings per common shz
computed by dividing net income available to comrebareholders by the total weighted average nuwb@&mmon shares outstanding, wt
includes unvested participating securities. The gamy’'s unvested restricted stock and restricted stogkawards are considered participa
securities. Therefore, weighted average commoneshantstanding used for computing basic earning@@amon share includes comn
shares outstanding plus unvested restricted stodkrestricted stock unit awards. The computationlibfted earnings per share includes
additional dilutive effect of stock options outstizgmg during the period. Common stock equivaleh# are antdilutive are not included in tl
computation of diluted earnings per common shahe dumerator for calculating basic and diluted iegs per common share is net ince
available to common shareholders.




PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)
Earnings per common share has been computed baghd llowing:

For the three months enc  For the nine months end

September 3( September 3(
2011 2010 2011 2010
(In thousands, except per share de

Net income, as reporte $ 10,15 $ 14.62¢ $ 27,177 $ 30,28¢
Divided by:

Weighted average common shares outstan 30,67¢ 30,35¢ 30,70 30,32:

Weighted average common stock equivalents 14 19 37 29

Total weighted average common shares outstandidh

common stock equivalents 30,69: 30,37¢ 30,74+ 30,35:

Basic earnings per common sh $ 03: $ 0.4¢ $ 08¢ $ 1.0C
Diluted earnings per common share (1) $ 03: $ 04t $ 08t $ 1.0C
Dividend payout ratic 39.2% 27.1% 43.8% 39.(%

(1) For the three months ended September 30, 201 bnepid purchase 869,200 shares at an averagesxpraie of $15.99 were n
included in the computation of diluted earnings g@mmon share since they were atititive. For the three months ended SepterBby
2010, options to purchase 1,064,983 shares atexaga exercise price of $15.42 were not includetiércomputation of diluted earnings
per common share since they were-dilutive.

(2) For the nine months ended September 30, 2011,nspt@dpurchase 721,240 shares at an average exprie of $16.71 were not incluc
in the computation of diluted earnings per commbare since they were arilutive. For the nine months ended September28a0
options to purchase 955,723 shares at an averageigx price of $15.77 were not included in the pomation of diluted earnings
common share since they were -dilutive.

4, Debt and Equity Securities
The Companys investments are classified in one of the follaythree categories and accounted for accordindlytréading securities, (
securities available for sale and (3) securitidd-tematurity.

The Company did not hold any trading securitiesegurities held-tonaturity during the three and nine month perioddeenSeptember &
2011 and 2010. Securities available for sale aerded at fair value.

The following table summarizes the Company'’s pdtidfof securities available for sale at Septemtisr2d11:

Gross Gross
Amortized Unrealizec Unrealizec

Cost Fair Value Gains Losses

(In thousands

U.S. government agenci $ 2131 $ 222( $ 83 $ =
Other 29,05¢ 23,667 5 5,397
Mutual funds 21,27¢ 21,27¢ - -
Total other securitie 52,47¢ 47,16¢ 88 5,397
REMIC and CMC 485,97¢ 501,52( 25,35 9,80¢
GNMA 66,21« 71,34¢ 5,13¢ -
FNMA 182,51 189,37 6,86¢ -
FHLMC 21,46 22,27¢ 81t -
Total mortgag-backed securitie 756,16t 784,52: 38,16: 9,80¢
Total securities available for sale $ 808,64: $ 831,69C $ 38,258 $ 15,20¢

Mortgage-backed securities shown in the table albbmlade one private issue collateralized mortgalgigation (“CMO”) that is collateralized
by commercial real estate mortgages with an anestteost and market value of $11.4 million at Sepien30, 2011. The remaining private
issue mortgage-backed securities are backed byoefer family residential mortgage loans.




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 unredlilbsses and their fair value aggregated by cat
and length of time the individual securities haeein a continuous unrealized loss position, ptepeber 30, 2011:

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

Other $ 6,16¢ $ 5391 $ 1,99¢ $ 4 3% 4,16¢ $ 5,39:
REMIC and CMO 35,00: 9,80¢ 7,31¢ 2C 27,68 9,78¢
Total securitiecavailable for sals $ 41,168 $ 15,20¢ $ 9,31t $ 24 $ 31,85( $ 15,18:

Other-than-temporary impairment (“OTTII)sses on impaired securities must be fully recogphin earnings if an investor has the intent tk
the debt security or if it is more likely than rtbat the investor will be required to sell the dséturity before recovery of its amortized ¢
However, even if an investor does not expect tb aelebt security, the investor must evaluate tkgeeted cash flows to be received
determine if a credit loss has occurred. In thenetleat a credit loss has occurred, only the amotimhpairment associated with the credit
is recognized in earnings in the Consolidated 8tat#s of Income. Amounts relating to factors ottiean credit losses are recordet
accumulated other comprehensive income (“AOCI")hwitStockholders’Equity. Additional disclosures regarding the cadtign of credi
losses as well as factors considered by the invéstoeaching a conclusion that an investment it atber-thantemporarily impaired a
required.

The Company reviewed each investment that had esalimed loss at September 30, 2011. An unrealzesiexists when the current fair ve
of an investment is less than its amortized costsbdJnrealized losses on available for sale stesyithat are deemed to be temporary
recorded in AOCI, net of tax. Unrealized losseat thre considered to be other-thtemporary are split between credit related and reatil
related impairments, with the credit related impant being recorded as a charge against earnigthamoncredit related impairment be
recorded in AOCI, net of tax.

The Company evaluates its pooled trust preferredrgges, included in the table above in the robel@d “Other”,using an impairment moc
through an independent third party, which includgaluating the financial condition of each countéety. For single issuer trust prefer
securities, the Company evaluates the issuer'si¢iah condition. The Company evaluates its mortgaaeked securities by reviewing

characteristics of the securities, including daliecy and foreclosure levels, projected lossesagibws loss severity levels and cr
enhancement and coverage. In addition, privateei€Os are evaluated using an impairment modeutitran independent third party. Wi
an OTTI is identified, the portion of the impairnteéhat is credit related is determined by managerbgnusing the following methods: (1)

trust preferred securities, the credit related immpant is determined by using a discounted casl fltodel from an independent third pa
with the difference between the present value effojected cash flows and the amortized cost ldistse security recorded as a credit rel
loss against earnings; (2) for mortgaupeked securities, credit related impairment igiadeined for each security by estimating lossesdas
a set of assumptions, which includes delinquendyfareclosure levels, projected losses at varioss keverity levels, credit enhancement
coverage and (3) for private issue CMOs, throughngmairment model from an independent third pary ¢hen recording those estime
losses as a credit related loss against earnings.

Other Securities:
The unrealized losses in Other Securities at Sdpeer®0, 2011, consist of losses on two municipaligges, one single issuer trust prefe
security and two pooled trust preferred securities.

The unrealized losses on the two municipal seegritiere caused by movements in interest ratesnfitianticipated that these securities w
be settled at a price that is less than the aneartcost of the Compary’investment. Each of these securities is perfagnaiccording to i
terms and, in the opinion of management, will cmni to perform according to its terms. The Compdogs not have the intent to sell tF
securities and it is more likely than not the Compavill not be required to sell the securities brefoecovery of the securities amortized
basis. This conclusion is based upon considerieg Gompanys cash and working capital requirements and co@h@and regulatol
obligations, none of which the Company believes iatause the sale of the securities. Therefore,Gbmpany did not consider thi
investments to be other-than-temporarily impaireS8eptember 30, 2011.




PART | — FINANCIAL INFORMATION

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

The unrealized losses on the single issuer trusfeped security and two pooled trust preferredustes were caused by market inte
volatility, a significant widening of credit spremécross markets for these securities and illiqpidhd uncertainty in the financial mark
These securities are currently rated below investrgeade. The pooled trust preferred securitieaatchave collateral that is subordinate tc
classes we own. The Company evaluates these sesw#ing an impairment model, through an indepenthérd party, that is applied to di
securities. In estimating other-théemporary impairment losses, management consi@Brshe length of time and the extent to which fhie
value has been less than amortized cost; (2) themuinterest rate environment; (3) the finandahdition and neaterm prospects of tl
issuer, if applicable and (4) the intent and apitit the Company to retain its investment in theuésr for a period of time sufficient to allow
any anticipated recovery in fair value. Additioyalinanagement reviews the financial condition aheiadividual issuer within the pooled tr
preferred securities. All of the issuers of the enhydng collateral of the pooled trust preferredugéties we reviewed are banks.

For each bank, our review included the followingfpenance items:

Ratio of tangible equity to asse

Tier 1 Risk Weighted Capiti

Net interest margi

Efficiency ratio for most recent two quarte

Return on average assets for most recent two gs.

Texas Ratio (ratio of noperforming assets plus assets past due over 90dilged by tangible equity plus the reserve
loan losses

= Credit ratings (where applicabl

= Capital issuances within the past year (where epbplée)

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

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

In order to estimate potential future defaults aederrals, we segregated the performing underlyésgers by their Texas Ratio. We t
reviewed performing issuers with Texas Ratios iness of 50%. The Texas Ratio is a key indicatothefhealth of the institution and
likelihood of failure. This ratio compares the pierh assets of the institution to the institut®mvailable capital and reserves to absorb |
that are likely to occur in these assets. Thereevi@ur issuers with Texas Ratios in excess of 5084vhich we concluded there would not |
default, primarily due to their current operatimgults and demonstrated ability to raise additicagital.

There were no remaining issuers in our pooled pusferred securities which had a Texas Ratio oess of 75.00%. For the remaining iss
with a Texas Ratio between 50.00% and 74.99%, wmated 25% of the related cash flows of the issusuld not be realized. We conclut
that issuers with a Texas Ratio below 50.00% ansidered healthy and there was a minimal risk édae We assigned a zero default rat
these issuers. Our analysis also assumed thatsssueently deferring would default with no recoy@nd issuers that have defaulted will t
no recovery.

We had an independent third party prepare a dideducash flow analysis for each of these pooledt tpneferred securities based on
assumptions discussed above. Other significantngstions were: (1) no issuers will prepay; (2) sermiasses will not call the debt on tt
portions and (3) use of the forward London Intekb&ffered Rate (“LIBOR”)curve. The cash flows were discounted at the effectte fo
each security. For each issuer that we assumeéloasBbrtfall in the cash flows, the cash flow analygiminates 25% of the cash flow for e
issuer effective immediately.

One of the pooled trust preferred securities is ®edays past due and the Company has stoppedirsgénterest. The remaining pooled t
preferred security asell as the single issuer trust preferred secdrdth are performing according to their terms. Twmpany also owns
pooled trust preferred security that is carriedarrttie fair value option, where the unrealizeddgsare included in the Consolidated Staten
of Income — Net gain (loss) from fair value adjustits. This security is over 90 days past due aa€bmpany has stopped accruing interest.
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FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

It is not anticipated at this time that the oneglirissuer trust preferred security and the twdegubtrust preferred securities would be settl¢
a price that is less than the amortized cost ofdbmpanys investment. Each of these securities is perfagractording to its terms; except
the pooled trust preferred securities for which@mmpany has stopped accruing interest as discads®a and, in the opinion of manager
based on the review performed at September 30,, 2@l ontinue to perform according to its ternihie Company does not have the intel
sell these securities and it is more likely than the Company will not be required to sell the siims before recovery of the securities’
amortized cost basis. This conclusion is based wamsidering the Comparg/’cash and working capital requirements and cau@h@nt
regulatory obligations, none of which the Companlidves would cause the sale of the securitiestefbie, the Company did not consider
one single issuer trust preferred security andtweepooled trust preferred securities to be othantemporarily impaired at September
2011.

At September 30, 2011, the Company held six trustepred issues which had a current credit ratihgtdeast one rating below investm
grade. Two of those issues are carried under thedhaie option and therefore, changes in fair gaue included in the Consolidated Statel
of Income — Net gain (loss) from fair value adjustits.

The following table details the remaining four tryseferred issues that were evaluated to deterifitieey were other-thatemporarily
impaired at September 30, 2011. The class the Coynpans in pooled trust preferred securities dagshave any excess subordination.
Deferrals/Defaults (1)

Actual as
a Expected
Cumulative Percentage Percentage  Current
Credit of
Issuer Performing Amortized Fair Related of Original  Performing Lowest
Type Class Banks Cost Value OTTI Security Collateral Rating
(Dollars in thousands
Single issue n/a 1 $ 30C $ 25¢ % - None None BB+
Single issue n/a 1 50C 50¢& - None None BB-
Pooled issue B1 19 5,617 2,16( 2,19¢ 28.2% 2.3% C
Pooled issue C1 19 3,64t 1,75( 1,542 25.6% 2.9% C
Total $ 1006: $ 4677 $ 3,73

(1) Represents deferrals/defaults as a percentageeobribinal security and expected deferrals/defaattsa percentage of perform
issuers.

REMIC and CMO:

The unrealized losses in Real Estate Mortgage tmarg Conduit (“REMIC”)and CMO securities at September 30, 2011 consighefissu
from the Federal Home Loan Mortgage CorporatiorH{!MC”), one issue from the Federal National Mortga§yssociation (“FNMA”")anc
eight private issues.

The unrealized losses on the REMIC and CMO seesrisued by FHLMC and FNMA were caused by movesneninterest rates. It is r
anticipated that these securities would be setited price that is less than the amortized coghefCompanys investment. Each of the
securities is performing according to its terms,andhe opinion of management, will continue tafpem according to its terms. The Comp
does not have the intent to sell these securitiesitais more likely than not the Company will no¢ required to sell the securities be
recovery of the securities amortized cost basiss Tbnclusion is based upon considering the Comigazgsh and working capital requiremi
and contractual and regulatory obligations, noneuth the Company believes would cause the salken$ecurities. Therefore, the Comg
did not consider these investments to be other-thaporarily impaired at September 30, 2011.

The unrealized losses at September 30, 2011 on REMH CMO securities issued by private issuers watsed by movements in inte
rates, a significant widening of credit spreadossmarkets for these securities and illiquiditg ancertainty in the financial markets. Eac
these securities has some level of credit enhanusnaad none are collateralized by furbmme loans. Currently, four of these securitiez
performing according to their terms, with four bese securities remitting less than the full ppatiamount due. The principal loss for tf
four securities totaled $1.2 million for the nin@mths ended September 30, 2011. These lossesamirpated in the cumulative credit rele
OTTI charges recorded for these four securities.
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FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

Credit related impairment for mortgagacked securities are determined for each sechyitgstimating losses based on the following s
assumptions: (1) delinquency and foreclosure le¥&)sprojected losses at various loss severitglleand (3) credit enhancement and cove
Based on these reviews, an OTTI charge was recaldedg the three months ended September 30, 261 iqur private issue CMOs of $
million before tax, of which $0.7 million was chadjagainst earnings in the Consolidated Statenwéritecome and $4.1 million before 1
(%$2.3 million aftertax) was recorded in AOCI. During the nine monthdexl September 30, 2011, an OTTI charge was redanmidive privat
issue CMOs of $9.0 million before tax, of which &illion was charged against earnings in the Clidsied Statements of Income and ¢
million before tax ($4.2 million after-tax) was mded in AOCI.

The portion of the above mentioned OTTI, recordadnd) the three and nine months ended Septembe?2®(,, that was related to cre
losses was calculated using the following significassumptions: (1) delinquency and forecloswelteof 21%; (2) projected loss severity
50%; (3) assumed default rates of 10% for the filstnonths, 8% for the next 12 months, 6% for theti2 months and 2% thereafter anc
prepayment speeds of 10%.

It is not anticipated at this time that the fouivpte issue securities for which an OTTI chargeirdputhe three months ended Septembe
2011 was not recorded, would be settled at a ghatis less than the current amortized cost ofGbepany$ investment. Except for ¢
private issue security that is remitting less tttenfull principal amount due, each of these séiesris performing according to its terms, an

the opinion of management will continue to perfaotording to its terms. The Company does not hageéntent to sell these securities ar

is more likely than not the Company will not be uzgd to sell the securities before recovery of $leeurities amortized cost basis. -
conclusion is based upon considering the Comaogsh and working capital requirements and cotahand regulatory obligations, none
which the Company believes would cause the salleeo$ecurities. Therefore, the Company did nosictar these investments to be other-than.
temporarily impaired at September 30, 2011.

At September 30, 2011, the Company held 16 priissee CMOs which had a current credit rating ofeast one rating below investm
grade. Six of those issues are carried under ithedaue option and therefore, changes in fair gadwe included in the Consolidated Statel
of Income — Net gain (loss) from fair value adjustits.

The following table details the remaining 10 prevédsue CMOs that were evaluated to determineeif there other-thatemporarily impaire
at September 30, 2011:

Cumulative
OTTI Current Average
Amortized Fair Outstanding Charges Year of Lowest Collateral Located in: FICO

Security Cost Value  Principal  Recorded IssuancéMaturity RatingCA FL VA NY NJ TX MD  Score
(Dollars in thousands

1 $ 12,40¢ $ 9,20z $ 14,04: $ 3,27¢ 200€ 05/25/3¢ D 44% 15% 721
2 5,49/ 3,897 5,87¢ 447 200€ 08/19/3¢ D 51% 737
3 5,60 3,88i 6,08- 954 200€ 08/25/3¢ D 37% 14% 714
4 4,19¢ 3,61¢ 4,812 657 200€  08/25/3¢ D 35% 14% 12% 11% 72€
5 3,39¢  3,02¢ 3,681 221 200€ 03/25/3¢ CC 37% 72¢€
6 2,41 2,41¢ 2,42¢ - 2008  12/25/3¢ B2 3% 73€
7 4,97: 2,61 5,24¢ 222 200€ 05/25/3¢ CC 26% 18% 10% 10% 714
8 1,35¢ 1,36z 1,36¢ - 200€ 08/25/3¢ CCC 2% 73¢€
9 1,73¢  1,72¢ 1,75¢ - 200t 11/25/3t B 3% 17% 12% 731
10 1,49¢ 1,437 1,501 2008 11/25/3¢ CCC 45% 10% 74C

Total $ 42,97( $33,18¢ $ 46,79 $ 5,78(
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FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)
The following table details the total impairment @ebt securities, as of September 30, 2011, foclwtlie Company has previously record
credit related OTTI charge in the Consolidated e3tegnts of Income:

Gross Unrealize Cumulative
Losses Recorde Credit OTT

(in thousands Amortized Cos Fair Value In AOCI Losses

Private issued CMO™ $ 3597: $ 26,24 $ 9,721$ 3,69
Trust preferred securitid? 9,262 3,91C 5,352 3,73¢
Total $ 45,23¢ $ 30,15t $ 15,07¢ $ 7,43¢

(1) The Company has recorded OTTI chaigéise Consolidated Statements of Income on siapeiissue CMOs and two pooled trust
preferred securities for which a portion of the @WTcurrently recorded in AOCI.

The following table represents the activity relatedhe credit loss component recognized in eaming debt securities held by the Comg
for which a portion of OTTI was recognized in AOGI the period indicated:

For the nine months enc

(in thousands September 30, 201
Beginning balanc $ 7,011
Recognition of actual loss: (1,159

OTTI charges due to credit loss recorded in eas 1,57¢
Securities sold during the peri -
Securities where there is an intent to sell or irequoent to sell -
Ending balanci $ 7,43¢€

The following table details the amortized cost astimated fair value of the Company’s securitiéassified as available for sale at September
30, 2011, by contractual maturity. Expected magsiwill differ from contractual maturities becausmrowers may have the right to call or
prepay obligations with or without call or prepayrhpenalties.

Amortized
Cost Fair Value
(In thousands

Due in one year or le: $ 28,42. $ 28,41
Due after one year through five ye. 7,13 7,22(
Due after five years through ten ye - -
Due after ten years 16,91¢ 11,52¢
Total other securitie 52,47" 47,16¢
Mortgage-backed securities 756,16t 784,52:
Total securities available for se $ 808,64: $ 831,69
12
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FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

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

Gross Gross
Amortized Unrealizec Unrealizec

Cost Fair Value Gains Losses

(In thousands

U.S. government agenci $ 1055¢ $ 10,45¢ $ 111 $ 20¢
Other 31,42 29,02¢ 6 2,401
Mutual funds 10,62¢ 10,62¢ - -
Total other securities 52,60¢ 50,117 117 2,60¢
REMIC and CMQ 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: 20,117 55€ -
Total mortgage-backed securities 749,96( 754,07 18,98¢ 14,87
Total securities available for s¢ $ 802,56 $ 804,18¢ $ 19,108 $ 17,48(

Mortgagebacked securities shown in the table above incluokeel private issue CMO that was collateralized bynmercial real este
mortgages with an amortized cost and market vafuld.6 million at December 31, 2010. The remajnprivate issue mortgadeacke!
securities are backed by one-to-four family resiid¢mortgage loans.

The following table shows the Compasydvailable for sale securities with gross unredlilbsses and their fair value, aggregated by oaf
and length of time that individual securities héveen in a continuous unrealized loss position,eteinber 31, 2010:
Total Less than 12 montt 12 months or mor
Unrealizec Unrealizec Unrealizec
Fair Value Losses Fair Value Losses Fair Value Losses
(In thousands

U.S. government agenci $ 7,79 $ 20 $ 7,79: % 20¢ % - 3% -
Other 9,161 2,401 2,00( 1 7,161 2,40(
Total other securities 16,95: 2,60¢ 9,79z 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 97,25t 2,027 97,25t 2,02% - -
Total mortgag-backec
securities 323,15: 14,87: 282,82! 7,87( 40,32¢ 7,001
Total securitie:
available for sale $ 340,100 $ 17,48 $ 292,61 $ 8,07¢ $ 4748 $ 9,401
5. Loans

Loans are reported at their outstanding princifzdace net of any unearned income, charffe- deferred loan fees and costs on origir
loans and unamortized premiums or discounts onhaised loans. Interest on loans is recognized oadbmial basis. The accrual of incom
loans is generally discontinued when certain fagteuch as contractual delinquency of 90 days aejrindicate reasonable doubt as tc
timely collectability of such income. Uncollectetérest previously recognized on nacerual loans is reversed from interest incomehe
time the loan is placed on non-accrual status. Aamxrual loan can be returned to accrual status whatractual delinquency returns to
than 90 days delinquent. Subsequent cash payrmesged on nomccrual loans that do not bring the loan to leas 90 days delinquent
recorded on a cash basis. Subsequent cash paycaengso be applied first as a reduction of prialcimtil all principal is recovered and tt
subsequently to interest, if in managemgrpinion, it is evident that recovery of all piijpal due is unlikely to occur. Net loan originat
costs and premiums or discounts on loans purchergedmortized into interest income over the contidife of the loans using the levgield
method. Prepayment penalties received on loanshwag in full prior to their scheduled maturity aneluded in interest income in the pet
they are collected.
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The Company maintains an allowance for loan loas@s amount, which, in managemerjtidgment, is adequate to absorb probable estil

losses inherent in the loan portfolio. Managengidgment in determining the adequacy of the alowe is based on evaluations of

collectability of loans. This evaluation is inhetlgnsubjective, as it requires estimates that argceptible to significant revisions as

information becomes available. In assessing theuaty of the Company's allowance for loan lossemagement considers various fac

such as, the current fair value of collateral follateral dependent loans, the Company's histol@sd experience, recent trends in los

collection policies and collection experience, tternn the volume of noperforming and classified loans, changes in the paasition an

volume of the gross loan portfolio and local antiareal economic conditions. The Company’s Boardakctors (the “Board of Directory”
reviews and approves management’s evaluation acideguacy of the allowance for loan losses on aepabasis.

The allowance for loan losses is established thraigirges to earnings in the form of a provisiaridan losses. Increases and decreases
allowance other than chargéts and recoveries are included in the provisimniéan losses. When a loan or a portion of a Isatetermined 1
be uncollectible, the portion deemed uncollectilsiecharged against the allowance and subsequeaveges, if any, are credited to
allowance.

The Company recognizes a loan as performing when the borrower has indicated the ilitaldo bring the loan current, or due to ot
circumstances which, in our opinion, indicate tloerbwer will be unable to bring the loan currenthin a reasonable time, or if the collat
value is deemed to have been impaired. All loaassified as noperforming, which includes all loans past due 9¢sdar more, are classifi
as nonaccrual unless there is, in our opinion, compellwglence the borrower will bring the loan currenthe immediate future. Apprais
and/or updated internal evaluations are obtainedoa® as practical and before the loan become 98 delinquent. The loan balance:
collateral dependant impaired loans are comparethéoloan’s updated fair value. The balance whigbeeds fair value is charged-
off. Management reviews the allowance for loarsésson a quarterly basis and records as a provis®@amount deemed appropriate, i
considering current year charge-offs, chanffetrends, new loan production, current balancepbsticular loan categories and delinquent |
by particular loan categories.

A loan is considered impaired when, based upomtbst current information, the Company believes ipiobable that it will be unable
collect all amounts due, both principal and interascording to the contractual terms of the Idampaired loans are measured based o
present value of the expected future cash flowsodisted at the loan’s effective interest rate dhatloans observable market price or the
value of the collateral if the loan is collaterapgndent. Interest income on impaired loans isrdecbon a cash basis. The Company’
management considers all non-accrual loans impaired

The Company reviews each impaired loan to deterihiaehargeoff is to be recorded or if a valuation allowansed be allocated to the lo.
The Company does not allocate a valuation allowandeans for which we have concluded the curretier of the underlying collateral v
allow for recovery of the loan balance either tigiothe sale of the loan or by foreclosure and sbibe property.

The Company uses multiple valuation approaches/auating the underlying collateral. These includeaining a third party appraisal,
income approach and a sales approach. When obtdimed party appraisals are given the most weidthte income approach is used
income producing properties and uses current reagtass operating expenses to determine the rfeflomsof the property. Once the net ¢
flow is determined, the value of the property iscakated using an appropriate capitalization ratethe property. The sales approach
comparable sales prices in the market. When weotl@btain third party appraisals, we place gresgiance on the income approach to v
the collateral.

In preparing internal evaluations of property valuthe Company seeks to obtain current data orsubgect property from various sourc
including: (1) the borrower; (2) copies of existilegses; (3) local real estate brokers and appsai€® public records (such as for real e:
taxes and water and sewer charges); (5) compasatde and rental data in the market; (6) an ingpecf the property and (7) interviews w
tenants. These internal evaluations primarily fomughe income approach and comparable salesaatdute the property.

As of September 30, 2011, the Company utilized metleird party appraisals of the collateral to measimpairment for $74.4 million,

53.8%, of collateral dependent impaired loans aseblunternal evaluations of the propestyalue for $64.0 million, or 46.2%, of collate
dependent impaired loans.
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The following table shows net loan charge-offs ¢reries) for the periods indicated:
For the three months end For the nine months end:
September 31 September 3 September 3 September 3
(In thousands 2011 2010 2011 2010
Multi-family residentia $ 2,18t % 1,80¢ $ 398 % 4,04:
Commercial real esta 1,54¢ 80¢€ 4,071 1,13¢
One-to-four family — mixec-use property 80¢ 75€ 1,28¢ 1,58
One-to-four family — residential - 21 1,92¢ 11F
Constructior - - 702 862
Small Business Administratic 137 93 60¢ 34t
Commercial business and other 73 22 514 (163)
Total net loan char-offs $ 4758 $ 3508 $ 13,09¢ $ 7,92:

The Company may restructure a loan to enable aWwerrto continue making payments when it is deetodak in our best lontgrm interes
This restructure may include reducing the interatt or amount of the monthly payment for a spedifieriod of time, after which the intei
rate and repayment terms revert to the originah$eof the loan. The Company classifies these laartsoubled debt restructured (“TDR").

The Company reviews its delinquencies on a loaobp basis and continually explores ways to helpdyeers meet their obligations &
return them back to current status. Managementstakeproactive approach to managing delinquent |oarduding conducting si
examinations and encouraging borrowers to meet aviBank representative. We have been developing-s&ro payment plans that ene
certain borrowers to bring their loans currentatidition, we have restructured certain problem $oay either: reducing the interest rate 1
the next reset date, extending the amortizatioiogehereby lowering the monthly payments, defgrrinportion of the interest payment
changing the loan to interest only payments fométéd time period. At times, certain problem lodrave been restructured by combining n
than one of these options. These restructuringe hat included a reduction of principal balance. Mééeve that restructuring these loan
this manner will allow certain borrowers to becoaral remain current on their loans. Restructureddaae classified as a TDR when
Savings Bank grants a concession to a borrower isz/leaperiencing financial difficulties. Loans whitlave been current for six consecu
months at the time they are restructured as TDRairemn accrual status. Loans which were delinqag¢nhe time they are restructured
TDR are placed on noaecrual status until they have made timely paymfamtsix consecutive months. Loans that are rettrad as TDR bl
are not performing in accordance with the restmatfuerms are excluded from the TDR table belowthayg are placed on naecrual statt
and reported as non-performing loans.

No loans were modified and classified as a TDRmiyuthe three months ended September 30, 2011.Dtivinthree months ended Septer
30, 2010, two multfamily loans totaling $7.2 million were modified dclassified as a TDR as each of these borrowessgiven an intere
rate that was considered below market for thatdveer, with one also having the loanamortization term extended, and one also hi
deferral of the payment of a portion of the interasd two commercial mortgage loans totaling $Rilion were modified and classified
TDR as each of these borrowers was given an irtess that was considered below market for thatdveer, with one loan also change«
payments of interest only.

During the nine months ended September 30, 20%Imslti-family loans totaling $1.8 million were modified cgclassified as a TDR as ei
of these borrowers was given an interest rate whaet considered below market for that borrower amchehad the loars’amortization ter
extended; two constructions loans totaling $24 .tianiwere modified and classified as a TDR as eafctihese borrowers was given an inte
rate that was considered below market for thatdveer; one commercial business loan for $2.0 millias modified and classified as a TDF
the borrower was given an interest rate that wasidered below market for that borrower; and troee-to-four family — mixedise propert
loans totaling $0.9 million was modified and cléissi as a TDR as each of these borrowers was giménterest rate that was considered b
market for that borrower with two of the loans alsving the loars amortization term extended. During the nine merthded September
2010, three multfamily loans totaling $7.5 million were modified dlassified as a TDR as each of these borrowessgiven an interest re
that was considered below market for that borrowth one also having the loanamortization term extended, and one also havéferdl o
the payment of a portion of the interest; three m@rtial mortgage loans totaling $5.6 million weredified and classified as a TDR as eac
these borrowers was given an interest rate thatowsasidered below market for that borrower, withe doan also changed to payment
interest only; and one one-to-four family — mixesk property loan for $0.5 million was modified adssified as a TDR as the borrower
given an interest rate that was considered belovkendor that borrower. For each of the loans thate modified and classified as a TDR
borrower was experiencing financial difficultiehé recorded investment of each of the loans matldied classified to a TDR was unchar
as there was no principal forgiven in any of thesslifications.
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The allocation of a portion of the allowance foarolosses for a TDR loan is based upon the presgu¢ of the future expected cash fl¢
discounted at the loamoriginal effective rate or if the loan is collatbdependent, the fair value of the collateras lessts to sell. At Septem|
30, 2011, there were no commitments to lend aduitifunds to borrowers whose loans were modifieal TOR. The modification of loans t

TDR did not have a significant effect on our opegtesults, nor did it require a significant abition of the allowance for loan losses to tl
loans.

The following table shows loans classified as Th&t tare performing according to their restructuegchs at the periods indicated:

September 30, 201 December 31, 201

Number Recordec Number Recordec

(Dollars in thousands of contract investmen of contract investmen
Multi-family residentia 11 $  9,89¢ 5 $ 7,94¢
Commercial real esta 2 2,48( 3 5,81t
One-to-four family - mixec-use propert 3 797 1 20€
Constructior 1 8,50¢ - -
Commercial business and other 1 2,00( - -
Total performing troubled debt restructul 18 $ 23,67¢ 9 $ 13,96

During the three months ended September 30, 20tEL¢construction loan for $11.5 million, which wasedified and classified as a TDR witl
the previous 12 months, was reclassified to aocrual status as it was no longer performing toetance with its modified terms. No lo.
which were previously modified and classified aSR were reclassified to nomecrual status during the three months ended Sépteg0
2010. During the nine months ended September 30,,2the construction loan for $11.5 million, onencoercial loan for $3.3 million and t
one-to-four family — mixedise property loans totaling $0.7 million , whichrezenodified and classified as a TDR within the [was 1:
months, were reclassified to nagerual status as they are no longer performingcicordance with their modified terms. During thee
months ended September 30, 2010, one commercialftwebl.4 million and two one-to-four family — neid-use property loans totaling $
million , which were modified and classified as BR within the previous 12 months, were reclassifiecdhonaccrual status as they are
longer performing in accordance with their modiftedns.
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The following table shows loans classified as Th&t are not performing according to their restrrediuterms at the periods indicated:

September 30, 201 December 31, 201

Number Recordec Number Recordec

(Dollars in thousands of contract investmen of contract investmen
Multi-family residentia - $ = - $ =
Commercial real esta 2 4,42 1 1,49¢
One-to-four family - mixec-use propert 4 1,62¢ 3 1,287
One-to-four family - residentia - - 1 491
Construction 1 11,46¢ - -
Total troubled debt restructurings that subseduetgfaulted 7 $ 17,51¢ 5 $ 3,27¢

The following table shows non-performing loanshet periods indicated:

September 3 December 3:

(In thousands 2011 2010
Loans 90 days or more past duand still accruing:
Multi-family residentia $ -$ 102
Commercial real esta 427 3,32¢
Constructior 5,24t -
Commercial business and ot} - 6
Total 5,66¢ 3,43
Non-accrual loans:
Multi-family residentia 27,84t 35,63:
Commercial real esta 21,06: 22,80¢
One-to-four family - mixec-use propert 29,89( 30,47¢
One-to-four family - residentia 10,67: 10,69
Ca-operative apartmen 152 -
Constructior 14,33 4,46
Small business administratit 61z 1,15¢
Commercial business and ott 6,127 3,41¢
Total 110,68¢ 108,65!
Total non-performing loans $ 116,35° $  112,09:

The interest foregone on naweerual loans and loans classified as TDR tota2@ $illion and $1.9 million for the three monthsdec
September 30, 2011 and 2010, respectively. Therdst foregone on namccrual loans and loans classified as TDR totai&8 #illion anc
$5.5 million for the nine months ended Septembe28Q1 and 2010, respectively.
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The following table shows an age analysis of oooréed investment in loans at September 30, 2011:

Greatet
30- 59 Day: 60- 89 Day: than Total Pas

(in thousands Past Due Past Due 90 Days Due Current  Total Loan:
Multi-family residentia $ 15200 $ 422¢ $ 26,67 $ 46,09¢ $1,287,70: $1,333,80
Commercial real esta 10,91 5,21t 21,06: 37,18¢ 567,59 604,78:
One-to-four family - mixec-use propert 22,03( 1,83¢ 29,89( 53,75¢ 652,18: 705,93¢
One-to-four family - residentia 5,114 1,47 10,67: 17,26: 205,28¢ 222,55:
Ca-operative apartmen 204 - 152 35€ 5,20¢ 5,562
Construction loan 13,96( 5,35:% 2,86t 22,17¢ 29,34 51,52:
Small Business Administratic 112 - 56€ 67¢ 13,78: 14,46(
Taxi medallion - - - - 68,57( 68,57(
Commercial business and ott 1,92¢ 2,15( 6,122 10,20: 196,35’ 206,55¢

Total $ 6946( $ 20,257 $ 98,000 $ 187,71f $3,026,03. $3,213,74
The following table shows an age analysis of oaoréed investment in loans at December 31, 2010:

Greatet
30- 59 Day: 60- 89 Day: than Total Pas

(in thousands Past Due Past Due 90 Days Due Current  Total Loan:
Multi-family residentia $ 30,79¢ $ 7,012 $ 3573t $ 7354¢ $1,178,62 $1,252,17
Commercial real esta 17,16° 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¢ 10,69t 16,567 224,80¢ 241,37¢
Cc-operative apartmen 13¢ - - 13¢ 6,082 6,21°%
Construction loan 2,90( 5,48t 4,46¢ 12,85( 62,66¢ 75,51¢
Small Business Administratic 41€ 991 1,15¢ 2,56¢ 14,94 17,511
Taxi medallion - - - - 88,26« 88,26«
Commercial business and other 4,53 3 3,42¢ 7,967 179,19¢ 187,16

Total $ 80,37¢ $  23,09¢ $ 112,090 $ 215,56 $3,044,26! $ 3,259,82

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

For the nine month
ended September .

(In thousands 2011 2010

Balance, beginning of peric $ 27,69 $ 20,32
Provision for loan losse 15,00( 15,00(
Charge-off's (13,539 (8,85))
Recoveries 43¢ 92¢
Balance, end of period $ 29,600 $ 27,40:
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The following table shows the activity in the allamce for loan losses for the nine months endeceSdyar 30, 2011:
One-to-

Multi-

four

family -
mixed-

family Commercie

(in thousands)

One-to-
four
use  family -
residentia real estatc property residentic apartment

Cc-

operative Constructiol
loans

Small
Business Taxi
Administratior medallior

Commercie
business
and othel

Total

Allowance for credit

losses:

Beginning balanc  $ 9,007 $
Charg-off's 4,09:
Recoverie! 10¢
Provision 4,83

490t %

4,19¢
12Z

4,59¢

5,997 $

1,401
112
(224)

93¢ $
1,991
63
2,67¢

17%

58¢$
702

1,101

1,30:$  63¢$
62¢ -
20 -
491 (589

4,30¢%
524
10
2,10¢

27,69¢
13,53«

43¢
15,00(

Ending balance $ 9,85¢%

543($

4,48t $

1,68¢$

24%

987%

1,18¢$ 51%

5,89¢$

29,60

Ending balance:

individually

evaluated for

impairment $ 83%

13€$

32%

321%

25E$ -$

2,927 %

3,751

Ending balance:
collectively evaluate
for impairment $ 977t%

5,291%

4,45: $

1,68¢$

24%

66€$

931% 51%

2,96¢$

25,84¢

Financing
Recevables:

Ending balanc $1,333,80'$

604,78.$705,93¢ $ 222,55: $

5,562 %

51,52: $

14,46($ 68,57($

206,55 $3,213,74!

Ending balance:

individually

evaluated for

impairment $ 2781:%

13,36¢$ 16,121 $

2,68¢%

19,97:$

51C$ -3

7,85¢%

88,32¢

Ending balance:
collectively evaluate

for impairment $1,305,991 $

591,41!$689,81.$ 219,86($

5,56z%

31,54($

13,95($ 68,57($

198,70!$3,125,42.

19



PART | — FINANCIAL INFORMATION

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

The following table shows our recorded investmemtpaid principal balance and allocated allowanceldéan losses, average recor
investment and interest income recognized for Idhaswere considered impaired at or for the nimati period ended September 30, 2011:
Unpaid Average Interest
Recordec  Principal Related  Recordec  Income
Investmen Balance Allowance Investmen Recognize

(Dollars in thousands
With no related allowance recorde
Mortgage loans

Multi-family residentia $ 34531 $ 38,71¢ $ -$ 36700 $ 29¢
Commercial real esta 43,46¢ 49,44¢ - 37,09¢ 93¢
One-to-four family mixec-use propert 34,01¢ 36,311 - 32,30¢ 192
One-to-four family residentia 11,58¢ 13,61( - 10,65¢ 60
Cc-operative apartmen 152 152 - 95 -
Constructior 12,07¢ 12,08( - 11,22 377

Non-mortgage loans
Small Business Administratic - - -
Taxi Medallion 9,231 9,54( - 14,68 21¢
Commercial Business and ott - -

Total loans with no related allowance recor: 145,07( 159,86 - 142,76° 2,082

With an allowance recorde
Mortgage loans

Multi-family residentia 9,89/ 9,89¢ 83 12,011 29¢
Commercial real esta 2,48( 2,48( 13¢ 3,39t 77
One-to-four family mixec-use property 797 797 32 1,58¢ 34
One-to-four family residentia - - - 191 -
Cc-operative apartmen - - - - -
Constructior 19,97+ 19,97+ 321 22,54( 48t
Non-mortgage loans
Small Business Administratic 51C 51C 25E 971 3
Taxi Medallion - - - - -
Commercial Business and ott 7,814 8,47¢ 2,921 7,99¢ 16C
Total loans with an allowance recorded 41,46¢ 42,13 3,751 48,69¢ 1,05¢
Total Impaired Loans
Total mortgage loan $ 168,98 $ 183,46¢ $ 57t $ 167,81: $  2,75¢
Total non-mortgage loans $ 17558 $ 18,52t $ 3,182 $ 23,657 % 382

In accordance with our policy and the current rathrly guidelines, we designate loans as “Speciaite,” which are consideredCtiticizec
Loans,” and “Substandard,” “Doubtful,” or “Loss,”hich are considered “Classified Loandf.a loan does not fall within one of the previ
mentioned categories then the loan would be coraiddass.” We designate a loan as Substandard avhesil-defined weakness is identifi
that jeopardizes the orderly liquidation of the tlélde designate a loan Doubtful when it displayes ittherent weakness of a Substandard
with the added provision that collection of the diekfull, on the basis of existing facts, is higlinprobable. We designate a loan as Loss i
deemed the debtor is incapable of repayment. Ltdsatsare designated as Loss are charged to tlogvadice for Loan Losses. Loans that
non-accrual are designated as Substandard, Doubtfidss. We designate a loan as Special Mention ififset does not warrant classifica
within one of the other classifications, but doesteain a potential weakness that deserves cloattiain.
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The following table sets forth the recorded investivin loans designated as Criticized or Classiéie8eptember 30, 2011:

(In thousands Special Mentio Substandai  Doubtful Loss Total
Multi-family residentia $ 14,89 $ 43,36: $ -3 - $ 58,25¢
Commercial real esta 13,38! 45,94¢ - - 59,321
One-to-four family - mixec-use propert 17,84: 34,01¢ - - 51,85¢
One-to-four family - residentia 3,41( 11,59( - - 15,00(
Ca-operative apartmen - 152 - - 152
Construction loan 2,57( 32,05: - - 34,62:
Small Business Administratic 76€ 221 28¢ - 1,27¢
Commercial business and ott 14,55¢ 15,81( 1,237 - 31,60:
Total loans $ 67,42. $ 183,15( $ 1,52¢ $ - $ 252,09°

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

(In thousands Special Mentio Substandai  Doubtful Loss Total
Multi-family residentia $ 20,277 $ 51,62t $ -9 - $ 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 b5¢ 1,43z - - 1,99(
Commercial business and ott 14,30: 13,62¢ 1,23¢ - 29,16¢

Total loans $ 72,708 $ 173,80 $ 1,23t $ - $ 247,75
6. Other Real Estate Owned

The following are changes in Other Real Estate QWHOREQ”) during the period indicated:

For the nine months enc

September 3(
2011 2010

(In thousands
Balance at beginning of peri $ 158 $ 2,26
Acquisitions 4,75( 3,811
Writedown of carrying valu (17€) -
Sales (1,912 (4,989
Balance at end of peric $ 425( $ 1,09(

During the three months ended September 30, 20d126m60, the Company recorded gross gains from ake f OREO in the amount
$31,000 and $10,000, respectively. During the timeaths ended September 30, 2011, the Companydextoio gross losses from the sal
OREO and in 2010, recorded losses in the amou$9di00. During the nine months ended Septembef2@01 and 2010, the Compz
recorded gross gains from the sale of OREO in theuat of $287,000 and $127,000, respectively. Quthe nine months ended Septen
30, 2011 and 2010, the Company recorded grossddesm the sale of OREO in the amount of $12,000 $159,000, respectively. The
gains / losses on the sale of OREO are includélteitConsolidated Statements of Income in Otheratjpey expenses.
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7. Stock-Based Compensation

For the three months ended September 30, 2011 @b@, Zhe Companyg net income, as reported, includes $0.4 milliod &8.4 million
respectively, of stock-based compensation costsb@rimillion and $0.2 million, respectively, otimme tax benefits related to the stdidse:
compensation plans. For the nine months endece®éerr 30, 2011 and 2010, the Compamnyét income, as reported, includes $2.1 mi
and $1.8 million, respectively, of stotlased compensation costs and $0.8 million and iB@libn, respectively, of income tax benefits rel
to the stock-based compensation plans.

The Company estimates the fair value of stock ogtiasing the BlackScholes valuation model. Key assumptions usedtimate the fair valu
of stock options include the exercise price ofdhard, the expected option term, the expected ililaif the Company’s stock price, the risk-
free interest rate over the optiorexXpected term and the annual dividend yield. Then@any uses the fair value of the common stock e
date of award to measure compensation cost foriatest stock unit awards. Compensation cost isgeized over the vesting period of
award using the straight line method. During thee¢hmonths ended September 30, 2011, the Compamtegr 1,000 restricted stc
units. There were no restricted stock units grhdigring the three months ended September 30, ZDirthg the nine months ended Septer
30, 2011 and 2010, the Company granted 214,095.68(820 restricted stock units, respectively. Theeee no stock options granted dul
the three and nine month periods ended Septembh&03Q and 2010.

The 2005 Omnibus Incentive Plan (“Omnibus Plamgfame effective on May 17, 2005 after adoptionhgyBoard of Directors and appro
by the stockholders. The Omnibus Plan authoribesGompensation Committee of the Company’s Boar®ioéctors (the Compensatic
Committee”) to grant a variety of equity compermatawards as well as lonigkem and annual cash incentive awards, all of witiah b
structured so as to comply with Section 162(m)hef Internal Revenue Code of 1986, as amended Iftkerrial Revenue Code"Pn May 17
2011, stockholders approved an amendment to theiliiiPlan authorizing an additional 625,000 shéoesise for full value awards. The
additional shares, along with shares remaining wWeat previously authorized by stockholders untlert996 Restricted Stock Incentive F
and the 1996 Stock Option Incentive Plan, are aklgl for use as full value awards and ffioihvalue awards under the Omnibus Plan. A
September 30, 2011, there are 720,776 shares laledita full value awards and 300 shares availfédenon{full value awards. To satisfy stc
option exercises or fund restricted stock and istt stock unit awards, shares are issued froasty stock, if available, otherwise new sh
are issued. Grants and awards under the 1996i®edtStock Incentive Plan and the 1996 Stock @pliwentive Plan prior to the effect
date of the Omnibus Plan remained outstanding s The Company will maintain separate poolsvafilable shares for full value
opposed to non-full value awards, except that sheam be moved from the non-full value pool to finevalue pool on a 3-fof- basis. Th
exercise price per share of a stock option grant med be less than the fair market value of the rmom stock of the Company, as defined ir
Omnibus Plan, on the date of grant and may noehlaiced without the approval of the Compangtockholders. Options, stock apprecie
rights, restricted stock, restricted stock unitd ather stock based awards granted under the Omfilzn are generally subject to a minin
vesting period of three years with stock optiongiing a 10year contractual term. Other awards do not haven&ractual term of expiratic
Restricted stock unit awards include participantswave reached or are close to reaching retireelagibility, at which time such awar
fully vest. These amounts are included in stocledasompensation expense.

Full Value Awards:The first pool is available for full value awardsjch as restricted stock unit awards. The pool bélldecreased by 1
number of shares granted as full value awards.pbo¢ will be increased from time to time by: (1ethumber of shares that are returned
retained by the Company as a result of the cangilaexpiration, forfeiture or other terminatiohafull value award (under the Omnibus F

or the 1996 Restricted Stock Incentive Plan); (@) settlement of such an award in cash; (3) thieatglto the award holder of fewer she
than the number underlying the award, includingehavhich are withheld from full value awards oy {de surrender of shares by an av
holder in payment of the exercise price or taxeh waspect to a full value award. The Omnibus Mdhallow the Company to transfer sha
from the non-full value pool to the full value pam a 3-for-1 basis, but does not allow the transfeshares 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 nine months ended Sepe&th 2011
Weightec-Average

Gran-Date

Full Value Awards Shares Fair Value
Non-vested at December 31, 20 287,00: $ 13.0z
Grantec 214,09! 14.52
Vested (121,329 14.2¢
Forfeited (5,509 13.8¢
Non-vested at September 30, 2( 374,26t $ 13.4i
Vested but unissued at September 30, - 87,90« $ 12.92

As of September 30, 2011, there was $3.7 milliototdl unrecognized compensation cost related tovested full value awards granted ur
the Omnibus Plan. That cost is expected to be rezed over a weightedverage period of 3.0 years. The total fair vaifiawards vested f
the three months ended September 30, 2011 andv2&E0$3,000 and $14,000 million, respectively. Tdtal fair value of awards vested
the nine months ended September 30, 2011 and 2860%¢.7 million and $1.4 million, respectively.efested but unissued full value awi
consist of awards made to employees and directbosake eligible for retirement. According to themts of the Omnibus Plan, these emplo
and directors have no risk of forfeiture. Thesarsh will be issued at the original contractuatingsdates.

Nor-Full Value Awards: The second pool is available for nfuil value awards, such as stock options. The polblbe increased from time
time by the number of shares that are returnedr teetmined by the Company as a result of the ctatmel, expiration, forfeiture or oth
termination of a norull value award (under the Omnibus Plan or the 6l8ock Option Incentive Plan). The second podl not be
replenished by shares withheld or surrendered ympat of the exercise price or taxes, retainedney@ompany as a result of the deliver
the award holder of fewer shares than the numbaenlying the award or the settlement of the awardaish.

The following table summarizes certain informatiegarding the noffull value awards, all of which have been grantedstck options, at
for the nine months ended September 30, 2011:

Weighte- Weighte«-Average Aggregatt

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 (178,190 11.7¢
Forfeited (92,859 12.9¢

Outstanding at September 30, 2( 976,84( $ 15.1¢ 37 % 254

Exercisable shares at September 30 2011 857,28( $ 15.5] 32 $ 94

Vested but unexercisable shares at September 3@, 20 3,600 $ 14.5¢ 6. $ 3

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

As of September 30, 2011, there was $0.2 milliototdl unrecognized compensation cost related t@sted non-full value awards granted
under the Omnibus Plan. That cost is expected tedmgnized over a weighted-average period of &8s/ The vested but unexercisable non-
full value awards were made to employees who agékd for retirement. According to the terms oét®mnibus Plan, these employees hay
risk of forfeiture. These awards will be exercigaft the original contractual vesting dates.
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Cash proceeds, fair value received, tax benefitansic value related to stock options exercised the weighted average grant date fair v
for options granted, during the nine months endgat&nber 30, 2011 are provided in the followindeab

For the three months enc For the nine months enc

September 3( September 3(
(In thousands 2011 2010 2011 2010
Proceeds from stock options exerci: $ 22 % 19 2,03¢ $ 23t
Fair value of shares received upon exercised ckstptions - - 54 37C
Tax benefit related to stock options exerci 1 - 184 15
Intrinsic value of stock options exercis 7 - 42¢ 15¢€

Phantom Stock Plarthe Company maintains a nguoalified phantom stock plan as a supplement tpritéit sharing plan for officers who he
achieved the level of Senior Vice President andratamd completed one year of service. Howeveiger who had achieved at least the |
of Vice President and completed one year of semiga to January 1, 2009 remain eligible to pdptite in the phantom stock plan. Awe
are made under this plan on certain compensatioreligible for awards made under the profit shanpgn, due to the terms of the pr
sharing plan and the Internal Revenue Code. Empkyeceive awards under this plan proportionathécamount they would have recei
under the profit sharing plan, but for limits impdsby the profit sharing plan and the Internal RexeCode. The awards are made as
awards and then converted to common stock equitga(@hantom shares) at the then current markeewvafihe Compang common stoc
Dividends are credited to each emplogeatcount in the form of additional phantom shaash time the Company pays a dividend o
common stock. In the event of a change of conaieldefined in this plan), an employgénterest is converted to a fixed dollar amourd
deemed to be invested in the same manner as therest in the Savings Bank’s ngoalified deferred compensation plan. Employees
under this plan 20% per year for 5 years. Employdss become 100% vested upon a change of coBEtmgdloyees receive their vested inte
in this plan in the form of a cash lump sum paymarinstaliments, as elected by the employee, &tenination of employment. The Compi
adjusts its liability under this plan to the faalve of the shares at the end of each period.

The following table summarizes the Phantom Stoek Rk or for the nine months ended September 30,:20

Phantom Stock Plg Shares Fair Value

Outstanding at December 31, 2( 30,97C $ 14.0C
Granted 8,11( 14.0z
Forfeited > >
Distributions (16§) 14.17
Outstanding at September 30, 2( 38,91 $ 10.8(
Vested at September 30, 2C 38,56: $ 10.8(

The Company recorded stobesed compensation benefit for the Phantom Stoak Bf $79,000 and $16,000 for the three monthsd
September 30, 2011 and 2010, respectively. Thé fimtavalue of the distributions from the Phant@&tock Plan was $1,000 for each of
three month periods ended September 30, 2011 &@ B&spectively.

For the nine months ended September 30, 2011 ah@, #e Company recorded stdsised compensation (benefit) expense for the Pim

Stock Plan of $(110,000) and $17,000, respectivihe total fair value of the distributions from tReantom Stock Plan during the nine mo
ended September 30, 2011 and 2010 were $2,00050005 respectively.
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8. Pension and Other Postretirement BenePlans

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

Three months ende Nine months ende
September 3( September 3(
(In thousands 2011 2010 2011 2010
Employee Pension Pla
Interest cos $ 24 $ 23¢ % 73t $ 717
Amortization of unrecognized lo 153 91 45¢ 273
Expected return on plan assets (308) (312 (929 (93¢6)
Net employee pension expense $ 91 $ 18 $ 27 $ 54
Outside Director Pension Ple
Service cos $ 17 $ 16 $ 51 % 48
Interest cos 31 33 93 99
Amortization of unrecognized ge (13 (19 (39 (42
Amortization of past service liability 10 10 3C 3C
Net outside director pension expe $ 45  $ 45  $ 13t $ 13E
Other Postretirement Benefit Plai
Service cos $ 78 % 68 $ 234 % 204
Interest cos 52 52 15€ 15€
Amortization of unrecognized lo - 2 - 6
Amortization of past service cre: (21) (21) (63) (63)
Net other postretirement expense $ 10¢ $ 101 $ 3271 $ 303

The Company previously disclosed in its Consoliddancial Statements for the year ended Dece®be?010 that it expects to contrib
$0.2 million to each of the Company’s Employee Ren$lan (the “Employee Pension Plarid the Outside Director Pension Plan
“Outside Director Pension Plan”) and $0.1 millianthe other post retirement benefit plans (the BDtRostretirement Benefit Plangiyiring
the year ending December 31, 2011. As of Septe®Be2011, the Company has contributed $176,000edmployee Pension Plan, $66,
to the Outside Director Pension Plan and $41,00iec0ther Postretirement Benefit Plans. As of &aper 30, 2011, the Company has
revised its expected contributions for the yearimmp®ecember 31, 2011.

9. Fair Value of Financial Instruments

The Company carries certain financial assets andnéial liabilities at fair value in accordance WIASC Topic 825, Financia
Instruments” (“ASC Topic 825”") and values thoseafigial assets and financial liabilities in accomamvith ASC Topic 820, Fair Value
Measurements and Disclosures” (“ASC Topic 82085C Topic 820 defines fair value as the price thauld be received to sell an asse
paid to transfer a liability in an orderly transantbetween market participants at the measureneset establishes a framework for meast
fair value and expands disclosures about fair vaheasurements. ASC Topic 825 permits entitieshtoose to measure many finan
instruments and certain other items at fair vahteSeptember 30, 2011, the Company carried findmssets and financial liabilities under
fair value option with fair values of $71.5 milliand $27.2 million, respectively. At December 3@1@, the Company carried financial as
and financial liabilities under the fair value aptiwith fair values of $73.0 million and $32.2 nali, respectively. The Company electe
measure at fair value securities with a cost of.Ifillion that were purchased during the nine rherénded September 30, 2011. During
nine months ended September 30, 2010, the Compdnyotl elect to carry any additional financial dsser financial liabilities under the fi
value option.
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The following table presents the financial assat$ fanancial liabilities reported at fair value wrdhe fair value option and the changes ir
value included in the Consolidated Statement obiime — Net gain from fair value adjustments, atoortlie periods ended as indicated:

Fair Value Fair Value Changes in Fair Values For Iltems Measured at Falné
Measurement: Measurement: Pursuant to Election of the Fair Value Opt
at September 3 at December 3 Three Months Ende Nine Months Ende

(Dollars in

thousands 2011 2010 September 30, 20.  September 30, 20 September 30, 20. September 30, 20
Mortgage-backed

securities $ 40,77 $ 51,47 $ (15¢) $ (86) $ (554 $ 1,09¢
Other securitie 30,71¢ 21,57+ (364) 35¢ (1,137 482
Borrowed funds 27,18¢ 32,22% 3,517 1,22¢ 5,03¢ 4,15¢
Net gain from fai

value adjustment

®E $ 209/ $ 1,49 $ 3,351 $ 5,73¢

(1) The net gain from fair value adjustments presemetie above table does not include net losseD® fiillion and $1.5 million fc
the three months ended September 30, 2011 and @@ ctively, from the change in the fair valuéntérest rate caps.

(2) The net gain from fair value adjustments presemetie above table does not include net lossedf Billion and $5.9 million fc
the nine months ended September 30, 2011 and B&85kctively, from the change in the fair valuéntérest rate caps.

Included in the fair value of the financial assatsl financial liabilities selected for the fair waloption is the accrued interest receivab
payable for the related instrument. One pooled pusferred security is over 90 days past due hadompany has stopped accruing inte
The Company continues to accrue on the remainmanfiial instruments and reports, as interest incometerest expense in the Consolid;
Statement of Income, the interest receivable oraplyon the financial instruments selected for féie value option at their respect
contractual rates.

The borrowed funds had a contractual principal amad $61.9 million at September 30, 2011 and Ddmem81, 2010. The fair value
borrowed funds includes accrued interest payab#9af million at September 30, 2011 and Decembge2@10.

The Company generally holds its earning asset®radtian securities available for sale, to matuatd settles its liabilities at maturi
However, fair value estimates are made at a spgoifint in time and are based on relevant marKetrimation. These estimates do not re
any premium or discount that could result from offg for sale at one time the Compasyentire holdings of a particular instrum
Accordingly, as assumptions change, such as inteatess and prepayments, fair value estimates &and these amounts may not neces:
be realized in an immediate sale.

Disclosure of fair value does not require fair wailnformation for items that do not meet the déitami of a financial instrument or certain ot
financial instruments specifically excluded frors iequirements. These items include core depdsidibles and other customer relationsl
premises and equipment, leases, income taxes)dsegtproperties and equity.

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

Financial assets and financial liabilities reporéédair value are required to be measured basegitioer: (1) quoted prices in active market:
identical financial instruments (Level 1); (2) sifigant other observable inputs (Level 2); or (Bjnéficant unobservable inputs (Level 3).

A description of the methods and significant assiiong utilized in estimating the fair value of tl@mpanys assets and liabilities that
carried at fair value on a recurring basis areofievis:

Level 1 —where quoted market prices are available in awveadctiarket. The Company did not value any of itetser liabilities that are carri
at fair value on a recurring basis as Level 1 gt&eber 30, 2011 and December 31, 2010.
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Level 2 —when quoted market prices are not available, falue is estimated using quoted market prices foilai financial instruments a
adjusted for differences between the quoted ingninand the instrument being valued. Fair value @go be estimated by using pric
models, or discounted cash flows. Pricing modeinagrily use markebased or independently sourced market parameténpais, including
but not limited to, yield curves, interest rategigy or debt prices and credit spreads. In addito observable market information, models
incorporate maturity and cash flow assumptionsSéptember 30, 2011 and December 31, 2010, Levatl@des mortgage related securi
corporate debt and interest rate caps.

Level 3 —when there is limited activity or less transpareacyund inputs to the valuation, financial instrumtseare classified as Level 3.
September 30, 2011 and December 31, 2010, Levedl@des trust preferred securities owned by antwsubordinated debentures issue
the Company.

The methods described above may produce fair véhasnay not be indicative of net realizable vadueeflective of future fair values. Wh
the Company believes its valuation methods are gagiate and consistent with those of other marlati@pants, the use of differe
methodologies, assumptions and models to deterfaingalue of certain financial instruments couldguce different estimates of fair valui
the reporting date.

The following table sets forth the assets and liizs that are carried at fair value on a recugrirasis, classified within Level 3 of the valua
hierarchy for the period indicated:

For the nine months end
September 30, 201
Trust preferre  Junior subordinate
securities debenture:
(In thousands

Beginning balanc $ 10,14« $ 32,22¢
Transfer into Level . - -
Net loss from fair value adjustme

of financial asset (1,625 -
Net gain from fair valu

adjustment of financial liabilitie - (5,037%)
Change in unrealized losses inclut

in other comprehensive income (3,009%) -
Ending balance $ 551< $ 27,18¢

The following table sets forth the assets and litss that are carried at fair value on a recgrivasis and the method that was use
determine their fair value, at September 30, 201dLldecember 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
September 3 December 3. September 3 December 3. September 31 December 3. September 3 December 3:
2011 2010 2011 2010 2011 2010 2011 2010
(in thousands
Assets:
Mortgag¢-
backec
Securities  $ - % -$ 784,52: $ 754,07 $ - % -$ 784,52: $ 754,07
Other securitie - - 41,65 39,96¢ 5,51/ 10,14« 47,16¢ 50,11:
Interest rate
caps - - 422 2,50¢ - - 427 2,50¢
Total assets  $ - $ -$ 826,59¢ $  796,55: $ 5514 $ 10,14+ $ 832,11 $ 806,69t
Liabilities:
Borrowings $ - $ -3 -$ -$ 27,18¢ $ 32,22¢ $ 27,18¢ $ 32,22¢
Total liabilities $ -9 -$ -$ -$ 27,18¢ $ 32,22¢ $ 27,18¢ $ 32,22¢
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The following table sets forth the Company’s assk&t are carried at fair value on a nmecurring basis and the method that was us
determine their fair value, at September 30, 201dLecember 31, 2010:

Quoted Prices

in Active Markets Significant Othe! Significant Othe!
for Identical Asset Observable Input Unobservable Input Total carried at fair valu
(Level 1) (Level 2) (Level 3) on a nokrecurring basi:

September 3 December 3. September 3 December 3. September 31 December 3. September 3  December 3;
2011 2010 2011 2010 2011 2010 1022 2010
(in thousands

Assets:

Impaired

loans $ - $ -3 50,161 $ 51,61t $ 50,16 $ 51,61°¢
Other Rea

estate owne - - 4,25( 1,58¢ 4,25( 1,58¢
Total assets $ - 9% -3 - $ -$ 54,417 $ 53,20! $ 54,41 $ 53,20:¢

The Company did not have any liabilities that weaieried at fair value on a non-recurring basisegit@mber 30, 2011 and December 31, 2010.

The estimated fair value of each material clagtnahcial instruments at September 30, 2011 anceBder 31, 2010 and the related methods
and assumptions used to estimate fair value afialaws:

Cash and Due from Banks, Overnight Interest-EarningDeposits and Federal Funds Sold, FHLB-NY stock, Bk Owned Life
Insurance, Interest and Dividends Receivable, Mortggors’ Escrow Deposits and Other Liabilities:

The carrying amounts are a reasonable estimaggrofdiue.

Securities Available for Sale:

Securities available for sale are carried at failug in the Consolidated Financial Statements. ¥ae is based upon quoted market p
(Level 1 input), where available. If a quoted manece is not available, fair value is estimatethg quoted market prices for similar secur
and adjusted for differences between the quoteduiment and the instrument being valued (Levelguth When there is limited activity
less transparency around inputs to the valuatiecyrities are classified as (Level 3 input).

Loans:

The estimated fair value of loans, with carryingoamts of $3,229.1 million and $3,276.3 million ap&mber 30, 2011 and December
2010, respectively, was $3,375.1 million and $3,858illion at September 30, 2011 and December B8102respectively.

Fair value is estimated by discounting the expefittate cash flows using the current rates at wisichilar loans would be made to borrow
with similar credit ratings and remaining matustig.evel 2 input).

For non-accruing loans, fair value is generallyineated by discounting managemengstimate of future cash flows with a discount
commensurate with the risk associated with sucatagkevel 2 input).

Due to Depositors:

The estimated fair value of due to depositors, vetirying amounts of $3,116.8 million and $3,1688lion at September 30, 2011 ¢
December 31, 2010, respectively, was $3,173.4onikind $3,212.6 million at September 30, 2011 aacebhber 31, 2010, respectively.

The fair values of demand, passbook savings, NOthaoney market deposits are, by definition, eqodhe amount payable on demand a

reporting dates (i.e. their carrying value). The falue of fixedmaturity certificates of deposits are estimateddiscounting the expect
future cash flows using the rates currently offefi@ddeposits of similar remaining maturities (Le2enput).
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Borrowings:

The estimated fair value of borrowings, with camgiamounts of $698.7 million and $708.7 millionSsptember 30, 2011 and Decembe
2010, respectively, was $743.8 million and $736ikion at September 30, 2011 and December 31, 2@&Kpectively.

The fair value of borrowings is estimated by disting the contractual cash flows using interestgan effect for borrowings with simil
maturities and collateral requirements (Level ipr using a market-standard model (Level 3 ihput

Interest Rate Caps:

The estimated fair value of interest rate capsepté&nber 30, 2011 and December 31, 2010 was $0idmand $2.5 million, respectively. T
Company has not designated the interest rate cagemgnts as hedges as defined under the Derivathediedging Topic of the Financ
Accounting Standards Board (“FASB”) ASC. Interester caps are carried at fair value in the Consmdl&inancial Statements iOthel
assets” and changes in their fair value are recotidi®ugh earnings in the Consolidated Statemdnitscome -Net gain (loss) from fair val
adjustments. The Company purchased interest agpte during 2009 with a notional amount of $100.0ioni. The Company uses interest |
caps to manage its exposure to rising interess m@teits financial liabilities without stated matigs. Fair value for interest rate caps is b.
upon broker quotes (Level 2 input). The Compamypréed net losses of $0.9 million and $1.5 millfon the three months ended Septer
30, 2011 and 2010, respectively, from the chandberfair value of interest rate caps and net bs$&2.1 million and $5.9 million for the ni
months ended September 30, 2011 and 2010, resglgcfivom the change in the fair value of intenege caps.

Other Real Estate Owned:

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

Other Financial Instruments:

The fair values of commitments to sell, lend orrbar are estimated using the fees currently chaaygohid to enter into similar agreeme
taking into account the remaining terms of the agrents and the present creditworthiness of thetequarties or on the estimated cos
terminate them or otherwise settle with the coyp#dres at the reporting date. For fixete loan commitments to sell, lend or borrow,
values also consider the difference between culegets of interest rates and committed rates (e/l@plicable).

At September 30, 2011 and December 31, 2010, thevdbues of the above financial instruments apprate the recorded amounts of
related fees and were not considered to be material
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10. Income Taxes

Flushing Financial Corporation files consolidateed€ral and combined New York State and New Yorky @Gitome tax returns with

subsidiaries, with the exception of Flushing Firiah€apital Trust Il, Flushing Financial CapitaluBt |1l and Flushing Financial Capital Tr
IV, which file separate Federal income tax retwaadrusts, and Flushing Preferred Funding Corpmrativhich files a separate Federal and
York State income tax return as a real estate tmesst trust.

Income tax provisions are summarized as follows:

For the three montt For the nine month
ended September 3 ended September 3
(In thousands 2011 2010 2011 2010
Federal:
Curreni $ 495 $ 533¢ $ 13,82F $ 14,44¢
Deferrec 14C 2,15¢ (250 744
Total federal tax provision 5,09¢ 7,491 13,57¢ 15,19(
State and Loca
Curreni 1,564 2,41( 4,31¢ 4,87¢
Deferrec 93 (9,375 (86) (9,509
Total state and local tax provis 1,657 (6,96%) 4,23( (4,62¢)
Total income tax provisio $ 6,75¢ $ 52¢ $ 17,808 $ 10,56:

The income tax provision in the Consolidated Statets of Income has been provided at effective ratd®.0% and 3.5% for the three mor
ended September 30, 2011 and 2010, respectivaly3@6% and 25.9% for the nine months ended Semtesth 2011 and 2010, respectively.

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

For the three montt For the nine month
ended September 3 ended September 3
(dollars in thousands 2011 2010 2011 2010
Taxes at federal statutory re $ 5,91i 35.(% $ 5,30« 35.(% $ 15,74« 35.% 14,297 35.(%
Increase (reduction) in taxes resulting
from:
State and local income tax, net
Federa
income tax benef 1,07¢ 6.4 (4,52¢) (29.9 2,75( 6.1 (3,009 (7.4)
Other (239) (1.4 (252) (1.6) (689) (1.5) (727 (1.7)
Taxes at effective ra $ 6,75¢ 40.(% $ 52€ 3.5% $ 17,80: 39.6% $ 10,56 25.%

The three and nine months ended September 30, iB6lL@led a net tax benefit of $5.5 million due ttegislative change in the New Y
State and City tax bad debt deduction. Excludirng et tax benefit, income tax expense and thegfgetax rate would have been $6.0 mil
and 39.8%, respectively, for the three months er@utember 30, 2010 and $16.1 million and 39.8%peetively, for the nine months en
September 30, 2010.

The Company has recorded a deferred tax asset3dd $dllion at September 30, 2011, which is incldidie “Other assetsih the Consolidate
Statements of Financial Condition. This represémtsanticipated net federal, state and local tavefits expected to be realized in future y
upon the utilization of the underlying tax attrieatcomprising this balance. The Company has rapoateable income for federal, state
local tax purposes in each of the past three figeats. In management’s opinion, in view of the @any’s previous, current and projec
future earnings trend, the probability that someh&f Companys $30.9 million deferred tax liability can be usedoffset a portion of tt
deferred tax asset, as well as certain tax plansimgtegies, it is more likely than not that thdeded tax asset will be fully realizt
Accordingly, no valuation allowance was deemed sgagy for the deferred tax asset at September(3a,. 2

30




PART | — FINANCIAL INFORMATION

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

11. Accumulated Other Comprehensive Incoen(Loss):

The components of accumulated other comprehensogarie (loss) at September 30, 2011 and Decemb@030,and the changes during the
period are as follows:

Other
Septembe Decembe
30, Comprehensiv 31,
2011 Income (loss 2010
(In thousands

Net unrealized gain on securities available foe $ 12,92t $ 12,02: $ 90z
Net actuarial loss on pension plans and other girment benefit (4,789 233 (5,027)
Prior service cost on pension plans and other gtirsgment benefit 35€ (19 37E
Accumulated other comprehensive loss $ 8,497 $ 12,23¢ $ (3,749
12. Regulatory

On July 21, 2011, under provisions of the Dodd-krérell Street Reform and Consumer Protection Awt, $avings Bank' primary regulato
the Office of Thrift Supervision (“OTS”), was me@to the Office of the Comptroller of the Currgni¢OCC”) and the Holding Company’
primary regulator, which had been the OTS, becdmd-ederal Reserve. The OCC, on July 21, 2011edsan Interim Final Rule containi
the regulations issued by the OTS that the OCCaldisority to promulgate and enforce as of July Z011. This Interim Final Rule w
effective as of July 21, 2011. The Savings Bank taedHolding Company will continue to file regulataeports through the end of 201!
accordance with the requirements that existed utfdelOTS. Beginning with the quarter ended MarchZ112, the Savings Bank and
Holding Company will file regulatory reports in aedance with the requirements of the OCC and tlie=iRéd Reserve, respectively. Under
regulations of the OTS, the Holding Company wasraquired to meet capital requirements. Under dgeilations of the Federal Reserve,
Holding Company will be required to meet capitajuigements similar to that of the Savings Bankh# Holding Company had been subje:
the capital requirements that applied to the Sa/Bank, its capital ratios would have been slightbher than those of the Savings Bank a
would have been considered “well-capitalized” unegulatory requirements.

31




PART | — FINANCIAL INFORMATION

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

Under current regulatory capital requirements, Sevings Bank is required to comply with each ofe¢hrseparate capital adequ
standards. At September 30, 2011, the Savings Baok&eded each of the three capital requirementssacategorized as “well-capitalized”
under the prompt corrective action regulationst f&gh below is a summary of the Savings Bank’'mpbance:

(Dollars in thousands Amount Percent of Asse
Core Capital:
Capital leve $407,08: 9.51%
Well capitalizec 213,86: 5.0C
Exces: 193,22: 4.51
Tier 1 Risk-Based Capital:
Capital leve $407,08¢ 14.2%
Well capitalizec 171,48 6.0C
Exces: 235,59! 8.24
Risk-Based Capital:
Capital leve $436,68' 15.2¢%
Well capitalizec 285,81¢ 10.0¢
Exces: 150,87: 5.2¢
13. New Authoritative Accounting Pronouocements

In January 2010, the FASB issued Accounting Stateldipdate (“ASU”) No. 2010-06, which amends thénatitative accounting guidance
under ASC Topic 820. The update requires theiotlg additional disclosures: (1) separately diseltd®e amounts of significant transfers in
and out of Level 1 and Level 2 fair value measumreiand describe the reasons for the transfer¢2rsparately disclose information about
purchases, sales, issuances and settlementsrecieciliation for fair value measurements usingdle3. The update provides for amendm

to existing disclosures as follows: (1) fair valmeasurement disclosures are to be made for eashalassets and liabilities and (2) disclos
are to be made about valuation techniques andsnm&d to measure fair value for both recurringraovtecurring fair value

measurements. The update also includes conforamrendments to guidance on employers’ disclosurestadmstretirement benefit plan
assets. The update is effective for interim amibahreporting periods beginning after December20B9, except for the disclosures about
purchases, sales, issuances and settlementsriolitf@ward of activity in Level 3 fair value meaements. Those disclosures are effective for
fiscal years beginning after December 15, 2010fanthterim periods within those fiscal years. Atiop of this update did not have a material
effect on the Company’s results of operations maficial condition.

In February 2010, the FASB issued ASU No. 2010v@i8ich amends the authoritative accounting guidamzter ASC Topic 855 Subseque
Events.” The update provides that an SEC filer is requiredetvaluate subsequent events through the datecfalastatements a
issued. However, an SEC filer is not required igcldse the date through which subsequent evernts haen evaluated. The update
effective as of the date of issuance. Adoptiothaf update did not have a material effect on tben@anys results of operations or finant
condition.

In July 2010, the FASB issued ASU No. 2010-20, whiamends the authoritative accounting guidance udeC Topic 310 “
Receivable.” The update is to provide financial statemergraswith greater transparency about an erstiffowance for credit losses and
credit quality of its financing receivables. Thedape requires disclosures that facilitate finanstatement usergvaluation of the following
(1) the nature of credit risk inherent in the gngtportfolio of financing receivables; (2) how thisk is analyzed and assessed in arriving ¢
allowance for credit losses and (3) the changeseasbns for those changes in the allowance falitdasses. An entity is required to prov
disclosures on a disaggregated basis by portfelipnent and class of financing receivables. Thisatgpdequires the expansion of curre
required disclosures about financing receivableselsas requiring additional disclosures abouafioing receivables. The disclosures as ¢
end of a reporting period are effective for intermd annual reporting periods ending on or aftezdieber 15, 2010. The disclosures a
activity that occurs during a reporting period aftective for interim and annual reporting peridgbgginning on or after December 15, 2(
Adoption of this update did not have a materiaeefffon the Compang’results of operations or financial condition. S&se 5 of Notes |
Consolidated Financial Statements “Loans.”
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In January 2011, the FASB issued ASU No. 2011which temporarily delays the effective datehaf required disclosures about troubled
restructurings contained in ASU No. 2020- The delay is intended to allow the FASB addiil time to deliberate what constitutes a trou
debt restructuring. All other amendments contaime8lSU No. 201020 are effective as issued. Adoption of this updidenot have a mater
effect on the Company’s results of operations maificial condition.

In April 2011, the FASB issued ASU No. 2011-02, gthiamends the authoritative accounting guidanceeum®SC Topic 310 *
Receivables.” The update provides clarifying guidance as to wdatstitutes a troubled debt restructuring. The tegaovides clarifyin
guidance on a creditar’evaluation of the following: (1) how a restruatgr constitutes a concession and (2) if the delsagxperiencin
financial difficulties. The amendments in this updare effective for the first interim or annualipd beginning on or after June 15, 2011
should be applied retrospectively to the beginrohghe annual period of adoption. In addition, thsares about troubled debt restructur
which were delayed by the issuance of ASU No. 2011lare effective for interim and annual periodgibeing on or after June 15, 20
Adoption of this update did not have a materiakefffon the Compang’results of operations or financial condition.e $¢ote 5 of Notes
Consolidated Financial Statements “Loans.”

In April 2011, the FASB issued ASU No. 2011-03, elhemends the authoritative accounting guidancemnA&C Topic 860 Transfers an
Servicing.” The amendments in this update remove from the sisseg of effective control (1) the criterion redugy the transferor to have f
ability to repurchase or redeem the financial aseatsubstantially the agreed terms, even in tleatesf default by the transferee and (2)
collateral maintenance implementation guidancetedldo that criterion. The amendments in this tpdae effective for the first interim
annual period beginning on or after December 13,128nd should be applied prospectively to transastior modifications of existil
transactions that occur on or after the effectigsgedEarly adoption is not permitted. Adoption luktupdate is not expected to have a ma
effect on the Company’s results of operations maricial condition.

In May 2011, the FASB issued ASU No. 2011-04, whichends the authoritative accounting guidance uA&E Topic 820 “Fair Value
Measuremen.” The amendments in this update clarify how to meaamd disclose fair value under ASC Topic 820. dimendments in tF
update are effective for the first interim or annpariod beginning on or after December 15, 201d should be applied prospectively
transactions or modifications of existing transatsi that occur on or after the effective date.yEadoption is not permitted. Adoption of t
update is not expected to have a material effetherCompany’s results of operations or financiaidition.

In June 2011, the FASB issued ASU No. 2011-05, himends the authoritative accounting guidanceruA8€ Topic 220 “Comprehensiy
Income.” The amendments eliminate the option to presentponents of other comprehensive income in thersent of stockholdergquity
Instead, the new guidance requires entities toegptesll nonowner changes in stockholdexguity either as a single continuous stateme
comprehensive income or as two separate but cotrgeatiatements. The amendments in this updateféeetive for the first interim or annt
period beginning on or after December 15, 2011 randt be applied retrospectively. Early adoptiopasmitted. Adoption of this update is
expected to have a material effect on the Compamegsits of operations or financial condition.

In September 2011, the FASB issued ASU No. 2011v@l@ich amends the authoritative accounting guidamcder ASC Topic 350 “
Intangibles— Goodwill and Other” The amendments in the update permit an entityrép dissess qualitative factors to determine whétlig
more likely than not that the fair value of a repar unit is less than its carrying amount as asofs determining whether it is necessar
perform the two-step goodwill impairment test déseal in Topic 350. The more-likely-tharet threshold is defined as having a likelihoo
more than 50 percent. The amendments in this updateffective for annual and interim goodwill inmpaent tests performed for fiscal ye
beginning after December 15, 2011. Early adoptiopdarmitted, including for annual and interim godtimpairment tests performed as ¢
date before September 15, 2011, if an erdtitfjhancial statements for the most recent annuahterim period have not yet been issi
Adoption of this update is not expected to haveatenial effect on the Company’s results of operetior financial condition.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS

This Quarterly Report should be read in conjunctwith the more detailed and comprehensive discesimcluded in our Annual Report
Form 1(-K for the year ended December 31, 2010. In addjtjplease read this section in conjunction with @wonsolidated Financi
Statements and Notes to Consolidated Financiak8tants contained herein.

As used in this Quarterly Report, the wo“we,” “us,” “our” and the “Company” are used to refer to Flushing Financial Corporatiand it:
direct and indirect wholly-owned subsidiaries, Firgy Savings Bank, FSB (the “Savings BankPBlushing Commercial Bank (t
“Commercial Bank,” and together with the SavingsnBa the “Banks”), Flushing Preferred Funding Corporation, Flushing r8ee
Corporation and FSB Properties, Inc.

Statements contained in this Quarterly Reportirejab plans, strategies, objectives, economicquerénce and trends, projections of resul
specific activities or investments and other statets that are not descriptions of historical fants be forwardeoking statements within t
meaning of Section 27A of the Securities Act of 3@81d Section 21E of the Securities Exchange A&98%. Forwardeoking information i
inherently subject to risks and uncertainties actda results could differ materially from thosereuntly anticipated due to a number of fact
which include, but are not limited to, factors dissed elsewhere in this Quarterly Report and ieralocuments filed by us with the Secur
and Exchange Commission from time to time, inclgdivithout limitation, our Annual Report on Form-KOfor the year ended December
2010. Forward-looking statements may be identifizd terms such as “may,” “will,” “should,” “could,“expects,” “plans,” “intends,”
“anticipates,” “believes,” “estimates,” “predictsiforecasts,” “potential” or “continuebr similar terms or the negative of these termghaugt
we believe that the expectations reflected in tmevérdiooking statements are reasonable, we cannot giearéuture results, levels of activ
performance or achievements. We have no obligatiaipdate these forward-looking statements.

Executive Summary

We are a Delaware corporation organized in May 1&%e direction of the Savings Bank. The Savidgsk was organized in 1929 as a I
York State chartered mutual savings bank. In 199&,Savings Bank converted to a federally chartemetual savings bank and changes
name from Flushing Savings Bank to Flushing SavBgsk, FSB. The Savings Bank converted from a fdtjechartered mutual savings b
to a federally chartered stock savings bank on Rex 21, 1995, at which time Flushing Financialgooation acquired all of the stock of
Savings Bank. The primary business of Flushing féied Corporation at this time is the operatioritefwholly owned subsidiary, the Savil
Bank. The Savings Bank owns four subsidiaries: lihg Commercial Bank, Flushing Preferred FundingpOeation, Flushing Servi

Corporation and FSB Properties Inc. In November62@e Savings Bank launched an internet branc@,b'ﬁking.com(@ . The activities ¢
Flushing Financial Corporation are primarily fundgddividends, if any, received from the SavingsBadssuances of junior subordinated «
and issuances of equity securities. Flushing Fila@orporations common stock is traded on the NASDAQ Global Sdiéarket under th
symbol “FFIC.”

Our principal business is attracting retail depo$ibm the general public and investing those diépdsgether with funds generated fr
ongoing operations and borrowings, primarily iny ¢tiginations and purchases of one-to-four fanficusing on mixedise properties, whi
are properties that contain both residential dwellinits and commercial units), muiéimily residential and, to a lesser extent, comiaérea
estate mortgage loans; (2) construction loans, guilynfor residential properties; (3) Small Busieesdministration (“SBA”")loans and oth:
small business loans; (4) mortgage loan surrogatel as mortgage-backed securities and (5) U.&rgment securities, corporate fixed-
income securities and other marketable securMi&salso originate certain other consumer loans.

Our results of operations depend primarily on mérest income, which is the difference betweenitisceme earned on its interesrning
assets and the cost of our interleséring liabilities. Net interest income is theulesf our interest rate margin, which is the diéfece betwee
the average yield earned on interest-earning aasetshe average cost of interbs@ring liabilities, adjusted for the differencetlire averac
balance of interest-earning assets compared tavlieage balance of interest-bearing liabilities. &%® generate nointerest income from lo:
fees, service charges on deposit accounts, mortgapécing fees, other fees, income earned on Bawnked Life Insurance (“BOLYJ;
dividends on Federal Home Bank of New York (“FHLB(N stock and net gains and losses on sales of sesuatid loans. Our operat
expenses consist principally of employee compemsatnd benefits, occupancy and equipment costsr giéneral and administrative expel
and income tax expense. Our results of operatitss @an be significantly affected by our periodioysion for loan losses and spec
provision for losses on real estate owned.
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Our strategy is to continue our focus on beingratitution serving consumers, businesses and gowartal units in our local markets. In
furtherance of this objective, we intend to:

« continue our emphasis on the origination of mudtifly residential and one-to-four family mixed-yseperty mortgage loans;
« transition from a traditional thrift to a mo‘commercie-like’ banking institution

« increase our commitment to the multi-cultural mépkece, with a particular focus on the Asian comityuim Queens;

« maintain asset qualit

« manage deposit growth and maintain a low costd$uthrough:

= business banking deposi
= municipal deposits through government banking,

" new customer relationships via iGObanking.c®;
« cross sell to lending and deposit custom
- take advantage of market disruptions to attraenteind customers from competitors; and
« manage interest rate risk and cap

There can be no assurance that we will be abl&eotely implement this strategy. Our strateggidject to change by the Board of Direct

Our investment policy, which is approved by the Bloaf Directors, is designed primarily to manage ihterest rate sensitivity of our ove
assets and liabilities, to generate a favorablemetithout incurring undue interest rate risk aneldit risk, to complement our lending activi
and to provide and maintain liquidity. In estabiighour investment strategies, we consider ourrtass and growth strategies, the econ
environment, our interest rate risk exposure, aterest rate sensitivity “gagiosition, the types of securities to be held argtiofactors. W
classify our investment securities as availablestde.

We carry a portion of our financial assets andrfgial liabilities at fair value and record changesheir fair value through earnings in non-
interest income on our Consolidated Statementsnofrhe and Comprehensive Income. A description effthancial assets and finan:
liabilities that are carried at fair value througgrnings can be found in Note 9 of the Notes tahesolidated Financial Statements.

At September 30, 2011, total assets were $4,308lidrma decrease of $21.2 million from $4,324.1lion at December 31, 2010. Total los
net decreased $49.2 million, or 1.5%, during theemonths ended September 30, 2011 to $3,199.bmitbm $3,248.6 million at Decemt
31, 2010. Loan originations and purchases were 8288lion for the nine months ended September28d,1, a decrease of $37.3 million fr
$320.6 million for the nine months ended Septen®@r2010. The decline in originations was attribilgeo the current economic environn
and the shifting of our focus to multi-family prafies and deemphasizing nomner occupied commercial real estate and con&rut#nding
However, loan applications in process increase®Ptod.4 million compared to $197.4 million at Juie 3011 and $142.2 million at Decem
31, 2010.

We continue to maintain conservative underwrititendards that include, among other things, a loaratue ratio of 75% or less and a ¢
coverage ratio of at least 125%. Multi-family remitial, commercial real estate and one-to-four fiamiixed-use property mortgage loz
originated during the third quarter of 2011 hadagarage loan-to-value ratio of 42.8% and an avedatpe coverage ratio of 237%.

We also focus on the performance of the SavingkBagxisting loan portfolio. Nomerforming loans were $116.4 million at Septemb®
2011, an increase of $4.3 million from $112.1 roiiliat December 31, 2010. Performing loans deling@@rto 89 days were $14.3 millior
September 30, 2011, a decrease of $5.5 million $&t8 million at December 31, 2010. Performingidelinquent 30 to 59 days were $!
million at September 30, 2011, a decrease of $dfll®n from $73.5 million at December 31, 2010.€elmajority of nonperforming loans a
collateralized by residential income producing gnties in the New York City metropolitan area thenain occupied and generate reve
Given New York City’s low vacancy rates, they haetined value and provided us with low loss conterour nonperforming loans. W
review the property values of impaired loans quirtend charge-off amounts in excess of 90% ofuéieie of the loars collateral. Net loe
chargeeffs during the nine months ended September 301 28dre 54 basis points of average loans, whichimoatto be below the indus
average.
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Total liabilities were $3,884.5 million at Septemi3@®, 2011, a decrease of $50.2 million, or 1.3%mf$3,934.7 million at December 31, 2(
During the nine months ended September 30, 2014 taldepositors decreased $46.5 million, or 1.5943,116.8 million. This decrease \
the result of a $75.9 million decrease in core déapmartially offset by a $29.4 million increasedertificates of deposit. Borrowed ful
decreased $10.0 million during the nine months dr&kptember 30, 2011.

Net income for the nine months ended SeptembeP@01 was $27.2 million, a decrease of $3.1 millien10.3%, compared to $30.3 mill
for the nine months ended September 30, 2010. dilaarnings per common share were $0.88 for themonths ended September 30, 20.
decrease of $0.12, or 12.0%, from $1.00 for the miwnths ended September 30, 2010. Return ongeverpuity was 9.1% for the nine mor
ended September 30, 2011 compared to 10.9% fonitteemonths ended September 30, 2010. The nineghs@mded September 30, 2
included a net tax benefit of $5.5 million, or 8 der diluted common share, due to a legislatisngle in the New York State and City tax
debt deduction. Excluding this net tax benefit, ilebme, diluted earnings per common share would hacreased $2.4 million and $0.
respectively. In addition, return on average eqaityl return on average assets would have been 8@P®.8%, respectively, for the n
months ended September 30, 2010.

The net interest margin for the nine months endgute3nber 30, 2011 increased 17 basis points t&3f6dm 3.44% for the nine months en
September 30, 2010. The increase in the net itteraggin was primarily due to a reduction of 45ipgmints in the cost of interebearing
liabilities for the nine months ended September 2,1 from the comparable prior year period. Tkerease in the cost of interdmaring
liabilities was primarily attributable to reduct®in the rates paid on deposits.

We recorded a provision for loan losses of $15.0ianiduring the nine months ended September 3Q,12Which was the same as recol
during the nine months ended September 30, 20h@. pfovision was deemed necessary as a resuleafetiular quarterly analysis of
allowance for loan losses. The regular quartemblysis is based on managemsmvaluation of the risks inherent in the varioosiponents ¢
the loan portfolio and other factors, includingtbigal loan loss experience (which is updated wub), changes in the composition
volume of the portfolio, collection policies andpexience, trends in the volume of nacerual loans and local and national econ
conditions. See “~ALLOWANCE FOR LOAN LOSSES.”

The Savings Bank continues to be well-capitalizedar regulatory requirements, with Core, Tier k-tissed and Total riskased capital rati
of 9.51%, 14.24% and 15.28%, respectively, at $apéz 30, 2011.

On July 21, 2011, under provisions of the Dodd-krérell Street Reform and Consumer Protection Awt, $avings Bank' primary regulato
the Office of Thrift Supervision (“OTS"), was medénto the Office of the Comptroller of the Currgn¢OCC") and Flushing Financi
Corporations primary regulator, which had been the OTS, bectirad-ederal Reserve. The OCC, on July 21, 20%lied an Interim Fin
Rule containing the regulations issued by the QWS the OCC has authority to promulgate and enfascef July 21, 2011. This Interim Fi
Rule was effective as of July 21, 2011.

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

General. Net income for the three months ended SeptembeR®L1 was $10.2 million, a decrease of $4.5 ami|lior 30.6%, compared
$14.6 million for the three months ended Septen88gr2010. Diluted earnings per common share werd3$fr the three months enc
September 30, 2011, a decrease of $0.15, or 31r@¥h, $0.48 for the three months ended September2@00. The three months en
September 30, 2010 included a net tax benefit & #$5llion, or $0.18 per diluted common share, tua legislative change in the New Y
State and City tax bad debt deduction. Excludirg tiet tax benefit, net income and diluted earnipgiscommon share would have incre:
$1.0 million and $0.03, respectively.

Return on average equity was 9.9% for the threethsoended September 30, 2011 compared to 15.4%dahree months ended Septen
30, 2010. Return on average assets was 0.9% fahtee months ended September 30, 2011 compargadi§e for the three months ent
September 30, 2010. Excluding the net tax beneftudsed above, return on average equity and retuaverage assets would have been
and 0.9%, respectively, for the three months er®kmmtember 30, 2010.
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Interest Income. Total interest and dividend income decreased #fillion, or 3.3%, to $56.3 million for the threeomths ended Septem|
30, 2011 from $58.3 million for the three monthsled September 30, 2010. The decrease in inte@snm was attributable to a 32 basis |
decline in the yield of interegtarning assets to 5.47% for the three months eSdptember 30, 2011 from 5.79% in the comparabte gea
period combined with a $52.2 million decrease im #iverage balance of total loans to $3,205.6 millar the three months ended Septer
30, 2011 from $3,257.8 million for the comparabitepyear period. These declines were partialfigetf by an $88.1 million increase in
average balance of interestrning assets to $4,117.1 million for the threentin® ended September 30, 2011 from $4,029.0 mifiowrthe
comparable prior year period. The 32 basis pointike in the yield of interestarning assets was primarily due to a 19 basig peduction i
the yield of the loan portfolio to 5.96% for thedb months ended September 30, 2011 from 6.15%éothree months ended Septembe
2010, combined with a 34 basis point decline inyttedd on total securities to 4.07% for the threenths ended September 30, 2011 {
4.41% for the comparable prior year period. In &ddj the yield of interest-earning assets was tieglgt impacted by &140.3 million increas
in the combined average balances of the lower iyigldecurities portfolio and interesérning deposits for the three months ended Sejgt
30, 2011, both of which have a lower yield than yhedd of total interesearning assets. The 19 basis point decrease iloaheportfolio wa
primarily due to the decline in the rates earnedew loan originations. The 34 basis point decréasiee securities portfolio was primarily ¢
to the purchase of new securities at lower yidhds tthe existing portfolio. The yield on the moggdoan portfolio decreased 19 basis poin
6.03% for the three months ended September 30, 20416.22% for the three months ended SeptembeP@D0. The yield on the mortg:
loan portfolio, excluding prepayment penalty incomecreased 21 basis points to 5.94% for the tmeeths ended September 30, 2011 ¢
6.15% for the three months ended September 30,.2010

Interest Expense. Interest expense decreased $3.2 million, or 1418%$19.2 million for the three months ended Sesbier 30, 2011 frol
$22.4 million for the three months ended Septen3@er2010. The decrease in interest expense watodbe reduction in the cost of interest-
bearing liabilities, which decreased 36 basis potnt2.03% for the three months ended Septembe2@, from 2.39% for the compara
prior year period. This decrease was partiallyedffgith a $41.4 million increase in the averagabeé of interesbearing liabilities to $3,790
million for the three months ended September 3Q1Z8om $3,748.8 million for the comparable priaay period. The 36 basis point decr
in the cost of interedtearing liabilities was primarily attributable toet Banks reducing the rates they pay on their depaxiucts and reduci
higher costing borrowed funds. The cost of cedifés of deposit, money market accounts, savingsuate and NOW accounts decrease
basis points, 44 basis points, 22 basis points 2Bdbasis points, respectively, for the three momthded September 30, 2011 from
comparable prior year period. This resulted ireeréase in the cost of due to depositors of 2Ishmmnts to 1.62% for the three months el
September 30, 2011 from 1.83% for the three moartlied September 30, 2010. The cost of borrowedsfdadreased 63 basis points fron
comparable prior year period to 3.83% for the thmemths ended September 30, 2011, while the avéralgmce decreased $88.5 millior
$726.7 million for the three months ended Septer86e2011 from $815.2 million for the comparabl®mpyear period.

Net Interest Income. For the three months ended September 30, 201 inteeest income was $37.1 million, an increas&hP million, o
3.5%, from $35.9 million for the three months en@=aptember 30, 2010. The increase in net intenesime was attributable to a four b
point increase in the natterest spread to 3.44% for the three months er@atember 30, 2011 from 3.40% for the three moetide!
September 30, 2010, combined with an increasedratterage balance of interestrning assets of $88.1 million to $4,117.1 millfon the
three months ended September 30, 2011. The irciedbe neinterest spread was partially offset by a $52.3iomildecrease in the aver:
balance of total loans to $3,205.6 million for theee months ended September 30, 2011 from $3,2BilliBn for the comparable prior ye
period. The yield on interestarning assets decreased 32 basis points to 5@7&ef three months ended September 30, 2011 frég¥ofo
the three months ended September 30, 2010. Howtigryas more than offset by a decline in the ob$tinds of 36 basis points to 2.03%
the three months ended September 30, 2011 fron¥2{88the comparable prior year period. The nedrigét margin improved four basis po
to 3.60% for the three months ended September @0, ffom 3.56% for the three months ended Septe®®e2010. Excluding prepaym:
penalty income, the net interest margin would haceeased three basis points to 3.54% for the threeths ended September 30, 2011 -
3.51% for the three months ended September 30,.2010
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Provision for Loan Losses. A provision for loan losses of $5.0 million wasorded for the three months ended September 3d, 2¢hict
was the same as that recorded for the three mamtisd September 30, 2010. During the three maended September 30, 2011, non-
performing loans increased $6.3 million to $116.#liom from $110.0 million at June 30, 2011. Netatheoffs for the three months enc
September 30, 2011 totaled $4.8 million. Nmerforming loans primarily consists of mortgageni®acollateralized by residential inco
producing properties located in the New York Citgtropolitan market that continue to show low vagarates, thereby retaining more of ti
value. The current loan-to-value ratio for our mmerforming loans collateralized by real estate Wa5% at September 30, 2011. Wher
have obtained properties through foreclosure, wee Heeen able to quickly sell the properties at ameuhat approximate book value.
anticipate that we will continue to see low lossitemt in this segment of the loan portfolio thahstitutes the majority of our nguerforming
loans. The Savings Bank continues to maintain awasge underwriting standards. However, given kel of nonperforming loans, tf
current economic uncertainties and the chafferecorded in the third quarter of 2011, managetnas a result of the regular quarterly ana
of the allowance for loans losses, deemed it nacgss record a $5.0 million provision for possitdan losses in the third quarter of 2011.
“-ALLOWANCE FOR LOAN LOSSES.”

Non-Interest Income. Non-interest income for the three months ended SepteBhe2011 was $4.3 million, an increase of $2.8ioni from
$1.9 million for the three months ended SeptemBeRB810. The increase in namerest income was primarily due to a $2.1 millinarease i
net gains from fair value adjustments and a $0J5amiincrease in net gains from the sale of loaftsese increases were partially offset |
$0.1 million increase in OTTI charges recorded argD.1 million decline in dividends received frohe FHLBNY from the comparable pri
year period

Non-Interest Expense. Non-nterest expense was $19.5 million for the threatim® ended September 30, 2011, an increase ofdilli@n, or
10.4%, from $17.7 million for the three months eth@&e=ptember 30, 2010. The increase was primarigytduhe growth of the Company o
the past year, which included the opening of a heamch in January 2011, an increase in stock be@m®gensation expense, employee ber
expense and other real estate owned/foreclosurenegp Salaries and benefits increased $1.0 midlimnto a new branch, employee se
increases as of January 1, 2011 and increasesdk Isised compensation, payroll taxes and emploestical and retirement costs. Other
estate owned/foreclosure expense increased $0libmmind other operating expense increased $0.RomilThese increases were parti
offset by a $0.2 million decrease in FDIC assesssn@uring the three months ended September 30, f26iilthe comparable prior year peri
The efficiency ratio was 48.3% for the three morghgded September 30, 2011 compared to 46.0% fahthe months ended Septembel
2010.

Income before Income Taxes. Income before the provision for income taxes inseela$1.8 million, or 11.6%, to $16.9 million foretlthre:
months ended September 30, 2011 from $15.2 milbothe three months ended September 30, 201Méordasons discussed above.

Provision for Income Taxes. Income tax expense increased $6.2 million to $6IBom for the three months ended September 30,1%@dm
$0.5 million for the three months ended Septemi®e2810. The effective tax rate was 39.8% and Fd&@%he three months ended Septer
30, 2011 and 2010, respectively. The three montiseed September 30, 2010 included a net tax beoe#6.5 million, due to a legislati
change in the New York State and City tax bad digatuction. Excluding this net tax benefit, incorag e&xpense and the effective tax
would have been $6.0 million and 39.8%, respeativiel the three months ended September 30, 2010.

COMPARISON OF OPERATING RESULTS FOR THE NINE MONTHS ENDED
SEPTEMBER 30, 2011 AND 2010

General. Net income for the nine months ended Septembe@D] was $27.2 million, a decrease of $3.1 million,10.3%, compared
$30.3 million for the nine months ended Septemb®r 2910. Diluted earnings per common share wer88$€r the nine months enc
September 30, 2011, a decrease of $0.12, or 12:@%, $1.00 for the nine months ended September28@p. The nine months enc
September 30, 2010 included a net tax benefit & #$5llion, or $0.18 per diluted common share, tua legislative change in the New Y
State and City tax bad debt deduction. Excludirig tiet tax benefit, net income and diluted earnipgiscommon share would have incre:
$2.4 million and $0.06, respectively.

Return on average equity was 9.1% for the nine hwahded September 30, 2011 compared to 10.9%daribe months ended Septembe
2010. Return on average assets was 0.8% for the mionths ended September 30, 2011 compared to thO%he nine months end
September 30, 2010. Excluding the net tax beneftussed previously return on average equity andnen average assets would have
8.9% and 0.8%, respectively, for the nine monthdedrSeptember 30, 2010.
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Interest Income. Total interest and dividend income decreased 88llibn, or 1.8%, to $169.9 million for the nineamths ended Septem!|
30, 2011 from $173.0 million for the nine monthsled September 30, 2010. The decrease in inte@sn|was attributable to a 27 basis |
decline in the yield of interestarning assets to 5.52% for the nine months endpteBber 30, 2011 from 5.79% in the comparabler yea
period. The decrease in the yield was partiallgetfby a $114.7 million increase in the averagara of interesearning assets to $4,10
million for the nine months ended September 30,12Bdm $3,986.6 million for the comparable priormygeriod. The 27 basis point declin
the yield of interesearning assets was primarily due to a 15 basig pedtuction in the yield of the loan portfolio t®®8% for the nine mont
ended September 30, 2011 from 6.13% for the ninetinsoended September 30, 2010, combined with aa8# Ipoint decline in the yield
total securities to 4.14% for the nine months en8edtember 30, 2011 from 4.48% for the comparatite pear period. In addition, the yie
of interestearning assets was negatively impacted by a $X2#lidn increase in the combined average balanééseolower yielding securitit
portfolio and interesearning deposits for the nine months ended SepteBthe2011, both of which have a lower yield thha yield of tote
interestearning assets. The 15 basis point decrease ifo#meportfolio was primarily due to the declinetime rates earned on new I
originations. The 34 basis point decrease in tloeriiées portfolio was primarily due to the purceasf new securities at lower yields than
existing portfolio. The yield on the mortgage Iqaortfolio decreased 13 basis points to 6.06% ferrtine months ended September 30, .
from 6.19% for the nine months ended Septembe2B00. The yield on the mortgage loan portfolioglading prepayment penalty incor
decreased 16 basis points to 5.98% for the ninglms@nded September 30, 2011 from 6.14% for the mianths ended September 30, 2010.

Interest Expense . Interest expense decreased $11.4 million, c2%61t0 $58.8 million for the nine months ended 8pyier 30, 2011 fro
$70.2 million for the nine months ended Septemlier2B10. The decrease in interest expense wasodihe reduction in the cost of interest-
bearing liabilities, which decreased 45 basis [goiot2.07% for the nine months ended Septembe2®0, from 2.52% for the comparable p
year period. This decrease was partially offsehwit$68.6 million increase in the average balarfcateres-bearing liabilities to $3,787
million for the nine months ended September 30,126dm $3,718.6 million for the comparable priomayg@eriod. The 45 basis point decre
in the cost of interedtearing liabilities was primarily attributable toet Banks reducing the rates they pay on their depasducts. The cost
certificates of deposit, money market accountsinggvaccounts and NOW accounts decreased 50 basis,p47 basis points, 22 basis pc
and 33 basis points, respectively, for the nine tmended September 30, 2011 from the comparakde year period. This resulted ir
decrease in the cost of due to depositors of 3# Ipeénts to 1.61% for the nine months ended Seip¢er80, 2011 from 1.95% for the n
months ended September 30, 2010. The cost of beddunds decreased 19 basis points to 4.20% fonitltee months ended September
2011 from 4.39% for the nine months ended Septer@®eR010 with the average balance decreasing $2@#lion to $693.3 million for th
nine months ended September 30, 2011 from $891l®mrfior the nine months ended September 30, 2010.

Net Interest Income . For the nine months ended September 30, 201 inteeest income was $111.1 million, an increak882 million, o
8.0%, from $102.8 million for the nine months en@ptember 30, 2010. The increase in net intemestme was attributable to an increas
the average balance of interesirning assets of $114.7 million to $4,101.2 millior the nine months ended September 30, 2011binen
with an increase in the net interest spread ofdssbpoints to 3.45% for the nine months endede®aper 30, 2011 from 3.27% for the r
months ended September 30, 2010. The yield oneisitearning assets decreased 27 basis points to 5&2¥ef nine months ended Septen
30, 2011 from 5.79% for the nine months ended 3aipée 30, 2010. However, this was more than offged becline in the cost of funds of
basis points to 2.07% for the nine months endedeSdper 30, 2011 from 2.52% for the comparable préar period. The net interest mal
improved 17 basis points to 3.61% for the nine rhemnded September 30, 2011 from 3.44% for the mimeths ended September 30, 2
Excluding prepayment penalty income, the net istereargin would have increased 15 basis points.56% for the nine months enc
September 30, 2011 from 3.40% for the nine montlded September 30, 2010.

Provision for Loan Losses. A provision for loan losses of $15.0 million weescorded for the nine months ended September 30, 2@hict
was the same as that recorded in the nine monttiedeS8eptember 30, 2010. During the nine months cei@Bptember 30, 2011, non-
performing loans increased $4.3 million to $116ifliom from $112.1 million at December 31, 2010.tNbargeeffs for the nine months enc
September 30, 2011 totaled $13.1 million. Nmerforming loans primarily consists of mortgageneaollateralized by residential inco
producing properties located in the New York Citgtropolitan market that continue to show low vagarates, thereby
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retaining more of their value. The current loanstdde ratio for our nomperforming loans collateralized by real estate #h3% at Septemk
30, 2011. When we have obtained properties thrdaggclosure, we have been able to quickly sellghaperties at amounts that approxin
book value. We anticipate that we will continuese® low loss content in this segment of the loatfqm that constitutes the majority of ¢
non-performing loans. The Savings Bank continuesngintain conservative underwriting standards. Heewge given the level of non-
performing loans, the current economic uncertasnéiad the chargeffs recorded in 2011, management, as a resulhefrégular quarter
analysis of the allowance for loans losses, deeineecessary to record a $15.0 million provision fjossible loan losses for the nine mo
ended September 30, 2011. See “~ALLOWANCE FOR LOADSSES.”

Non-Interest Income. Noninterest income for the nine months ended Septe@®eP011 was $7.3 million, an increase of $1.liomlfrom
$6.2 million for the nine months ended Septembe2B20. The increase in namerest income was primarily due to a $1.4 millinorease i
net gains recorded from fair value adjustmentsaf0.5 million increase in net gains on the salaifs for the nine months ended Septel
30, 2011 compared to the nine months ended SepteB@e2010. These increases were partially offseal$0.6 million decrease in ot
income and a $0.3 million decline in dividends reed from the FHLBNY during the nine months ended September 30, 20iipared to tt
nine months ended September 30, 2010.

Non-Interest Expense. Non-nterest expense was $58.4 million for the nine themnded September 30, 2011, an increase of #8i@wmor
9.7%, from $53.2 million for the nine months end&=ptember 30, 2010. The increase was primarilytaltiee growth of the Company over
past year, which included the opening of a new diran January 2011, an increase in stock based easagion expense and an increa:
other real estate owned/foreclosure expense. 8alarid benefits increased $3.3 million due to a bbeamch, employee salary increases
January 1, 2011 and increases in stock based caai@m payroll taxes and employee medical anderagént costs. Other real es
owned/foreclosure expense increased $0.9 milliah @ther operating expense increased $0.8 millidre &fficiency ratio was 49.2% for |
nine months ended September 30, 2011 compared@®&u48r the nine months ended September 30, 2010.

Income before Income Taxes. Income before the provision for income taxes inseela$4.1 million, or 10.1%, to $45.0 million foretmine
months ended September 30, 2011 from $40.8 milothe nine months ended September 30, 2010 éorahsons discussed above.

Provision for Income Taxes. Income tax expense increased $7.2 million to &IMillion for the nine months ended September
2011 compared to $10.6 million for the nine mongimsled September 30, 2010. The effective taxwate 39.6% and 25.9% for the n
months ended September 30, 2011 and 2010, resplgctihe nine months ended September 30, 2010dadla net tax benefit of $5.5 millic
due to a legislative change in the New York Staité @ity tax bad debt deduction. Excluding this taet benefit, income tax expense and
effective tax rate would have been $16.0 milliod 89.3%, respectively, for the nine months endqae®aber 30, 2010.

FINANCIAL CONDITION

Assets.  Total assets at September 30, 2011 were $4,30ilién, a decrease of $21.2 million, or 0.5% fr&#,324.7 million at December :
2010. Total loans, net decreased $49.2 millior..6#6, during the nine months ended September 301 &) $3,199.5 million from $3,24¢
million at December 31, 2010. Loan originations gurchases were $283.3 million for the nine momrthded September 30, 2011, a dect
of $37.3 million from $320.6 million for the nineanths ended September 30, 2010. The decline ifnatigns was attributable to the cun
economic environment and the shifting of our fotusnulti-family properties and deemphasizing rawnRer occupied commercial real es
and construction lending. However, loan applicationprocess increased to $214.4 million at Sepéer8b, 2011 compared to $197.4 mill
at June 30, 2011 and $142.2 million at DecembeRB10.
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The following table shows loan originations andghases for the periods indicated. The table indudan purchases of $0.7 million for
three months ended September 30, 2010 and $14lBménd $7.7 million for the nine months ended t8aber 30, 2011 and 20
respectively. There were no loan purchases fottitee® months ended September 30, 2011.

For the three montt For the nine month

ended September 3 ended September 3

(In thousands 2011 2010 2011 2010
Multi-family residentia $ 61,03 $ 38,63, $ 161,51 $ 127,40¢
Commercial real esta 4,05(C 6,01°¢ 7,06% 33,36
One-to-four family — mixec-use property 5,907 7,65 18,55 22,45¢
One-to-four family — residentia 8,36: 8,37¢ 15,57: 29,29
Cc-operative apartmen - - - 407
Constructior 8C 2,231 1,28: 6,211
Small Business Administratic 332 1,37¢ 3,17( 3,831
Taxi Medallion - 4,07 26,23¢ 52,85:
Commercial business and other 26,15¢ 11,34« 49,87" 44 74¢
Total $ 105,927 $ 79,71 $ 283,26 $ 320,57

We continue to maintain conservative underwrititendards that include, among other things, a loaratue ratio of 75% or less and a ¢
coverage ratio of at least 125%. Multi-family resitial, commercial real estate and one-to-four fiamiixed-use property mortgage loz
originated during the third quarter of 2011 hadagarage loan-to-value ratio of 42.8% and an avedatpe coverage ratio of 237%.

The Savings Bank’s noperforming assets totaled $123.1 million at Septm®9, 2011, an increase of $4.3 million from $81&illion a
December 31, 2010. Total n@erforming assets as a percentage of total assats 286% at September 30, 2011 compared to 2.%
December 31, 2010. The ratio of allowance for llmmses to total noperforming loans was 25.4% at September 30, 20fripaced to 25.7!
at December 31, 2010. See — “TROUBLED DEBT RESTRIWORED AND NON-PERFORMING ASSETS.”

During the nine months ended September 30, 201itgagebacked securities increased $30.4 million, or 4.694784.5 million from $754
million at December 31, 2010. The increase in magé&packed securities during the nine months endedeSdyer 30, 2011 was primarily ¢
to purchases of $105.7 million and the $23.7 millimprovement in fair value. These increases wartglly offset by principal repayments
$95.6 million and $1.6 million in OTTI charges. [hg the nine months ended September 30, 2011, edwnities decreased $2.9 million
5.9%, to $47.2 million from $50.1 million at Deceent81, 2010. Other securities primarily consistsexfurities issued by government agetr
and mutual or bond funds that invest in governnagck government agency securities. During the miaeths ended September 30, 2011, 1
were $16.9 million in purchases offset by matusitxé $7.5 million, calls of $8.0 million and a rexdion in the fair value of $3.9 million.

Liabilities. Total liabilities were $3,884.5 million at Septemt89, 2011, a decrease of $50.2 million, or 1.3%mf $3,934.7 million ¢
December 31, 2010. During the nine months endete8dyer 30, 2011, due to depositors decreased $4ilién, or 1.5%, to $3,116.8 millio
as a result of a $75.9 million decrease in coreodigp partially offset by a $29.4 million increaisecertificates of deposit. Borrowed fur
decreased $10.0 million during the nine months dr&kptembe r 30, 2011.

Equity. Total stockholderséquity increased $28.9 million, or 7.4%, to $41®illion at September 30, 2011 from $390.0 milliarDecembe
31, 2010. Stockholdergquity was increased by net income of $27.2 milfimmthe nine months ended September 30, 201Ih@ease in oth
comprehensive income of $12.2 million primarily disean increase in the fair value of the securifiegtfolio, the net issuance of 266,
common shares during the nine months ended Septe30p2011 upon vesting of restricted stock awatlus exercise of stock options and
annual funding of certain employee retirement plgmeugh the release of common shares from the &mapl Benefit Trust. These incree
were partially offset by the declaration and payhwrdividends on the Comparsytommon stock of $12.0 million and the purchasg6®,05!
treasury shares at a cost of $4.1 million. Bookiggder common share was $13.45 at September 30,c2®ipared to $12.48 at Decembel
2010.

During the three months ended September 30, 20@L,Ctompany completed its previously outstandingksteepurchase program
repurchasing 362,050 shares of the Compaegmmon stock at an average cost of $11.41 pee.sba September 28, 2011, the Comj
announced the authorization by the Board of Dimscttf a new common stock repurchase program whithoaizes the purchase of ug
1,000,000 shares of its common stock. At SepterBbe2011, 1,000,000 shares remain to be repurchasaer the current stock repurch
program.
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Cash flow. During the nine months ended September 30, 2fiitds provided by the Company's operating actiwitenounted to $3¢
million. The Company's primary business objectigettie origination and purchase of one-to-four fgnfihcluding mixeduse properties
multi-family residential and commercial real estate magtyloans and commercial, business and SBA loamsndpthe nine months enc
September 30, 2011, due to a reduction in the lefsielan originations, the net total of loan origiions and purchases less loan repayment
sales was a $29.9 million inflow of cash. During thine months ended September 30, 2011, the Conth$121.6 million in purchases
securities available for sale. During the nine therended September 30, 2011, additional funds mendded by $111.5 million in procee
from maturities, sales, calls and prepayments oftidiges available for sale. These increases fdraleb47.4 million decrease in custo
deposits. The Company also used funds of $12.0omidind $4.1 million for dividend payments and fwarses of treasury stock, respectiv
during the nine months ended September 30, 2011.

INTEREST RATE RISK

The Consolidated Statements of Financial Positeretbeen prepared in accordance with generallypéageaccounting principles in the Uni
States of America, which require the measuremefinahcial position and operating results in temfdistorical dollars without consideri
the changes in fair value of certain investments tuchanges in interest rates. Generally, threvidue of financial investments such as Ic
and securities fluctuates inversely with changestierest rates. As a result, increases in inteeges could result in decreases in the fair \
of the Company’s interest-earning assets whichccadiversely affect the Compasy'esults of operation if such assets were soldndhe cas
of securities classified as available-for-sale rdases in the Company’s stockholders’ equity, ¢hssecurities were retained.

The Company manages the mix of interest-earningtsaissd interedtearing liabilities on a continuous basis to maxenieturn and adjust
exposure to interest rate risk. On a quarterlyshasanagement prepares the “Earnings and Econorpioskire to Changes in Interest Rate”
report for review by the Board of Directors, as swnized below. This report quantifies the potdrdfeanges in net interest income and
portfolio value should interest rates go up or ddaimocked) 200 basis points, assuming the yieldesuof the rate shocks will be paralle
each other. The Compamytregulators currently place focus on the net pbotfvalue, focusing on a rate shock up or dowr200 basi
points. Net portfolio value is defined as the neinkalue of assets net of the market value oflliss. The market value of assets and liabil
is determined using a discounted cash flow calmnatThe net portfolio value ratio is the ratiotb& net portfolio value to the market valu
assets. All changes in income and value are medsis percentage changes from the projected ee¢dtincome and net portfolio value at
base interest rate scenario. The base interest segnario assumes interest rates at Septembe03Q, Various estimates regarc
prepayment assumptions are made at each levelteofshack. However, prepayment penalty income iduebed from this analysis. Actt
results could differ significantly from these estites. At September 30, 2011, the Company wasmiitie guidelines set forth by the Boart
Directors for each interest rate level.

The following table presents the Company'’s interatt shock as of September 30, 2011:

Projected Percentage Changge
Net Interes  Net Portfolic  Net Portfolic

Change in Interest Ra Income Value Value Ratic

-200 Basis point -3.51% 31.3(% 14.7%%

-100 Basis point 0.2¢€ 16.7¢ 13.4:

Base interest ral 0.0C 0.0C 11.8¢

+100 Basis point -3.24 -13.9¢ 10.57

+200 Basis point -6.3¢ -27.3¢ 9.2:
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Net interest income represents the difference betvilrcome on intere-earning assets and expense on intdseating liabilities. Net intere
income depends upon the relative amount of intexasting assets and interéstaring liabilities and the interest rate earnecdpaid ot
them. The following table sets forth certain imf@tion relating to the Comparsy'Consolidated Statements of Financial Conditiod
Consolidated Statements of Income for the threethsoended September 30, 2011 and 2010 and refleetaverage yield on assets
average cost of liabilities for the periods indézht Such yields and costs are derived by dividiegme or expense by the average balan
assets or liabilities, respectively, for the pesicshown. Average balances are derived from avedaig balances. The yields inclt
amortization of fees which are considered adjustmgnyields.

For the three months ended Septembe

2011 2010
Average Yield/ Average Yield/
Balance Interest Cost Balance Interest Cost
Assets
Interes-earning asset:
Mortgage loans, net (: $ 292368 $ 44,08: 6.09% $ 2,965,009 $ 46,07 6.2z %
Other loans, net (1) 281,94: 3,68¢ 5.2¢ 292,72¢ 4,02t 5.5C
Total loans, ne 3,205,62 47,765 5.9¢€ 3,257,82. 50,09¢ 6.1
Mortgage-backed securitie 777,18t 8,03¢ 4.14 693,65: 7,78 4.4¢
Other securitie 59,86¢ 491 3.2¢ 46,02¢ 37¢ 3.2¢
Total securities 837,05: 8,52 4.07 739,67¢ 8,162 4.4]
Interes-earning deposits ar
federal funds sold 74,38¢ 35 0.1¢ 31,51: 11 0.1
Total interes-earning assel 4,117,06! 56,32¢ 5.47 4,029,01 58,27 5.7¢
Other assets 223,28 214,41¢
Total assel $ 4,340,34 $ 4,243,42
Liabilities and Equity
Interes-bearing liabilities
Deposits
Savings accoun $ 368,02¢ 56C 061 $ 411,54¢ 852 0.8¢
NOW account 833,40: 1,60( 0.77 746,18: 1,957 1.08
Money market accoun 239,27( 30¢ 0.52 392,71! 947 0.9¢
Certificate of deposit accounts 1,589,43. 9,78: 2.4€ 1,348,78. 9,54: 2.88
Total due to deposito 3,030,13: 12,25 1.62 2,899,22 13,30( 1.8t
Mortgagors' escrow accounts 33,35¢ 14 0.17 34,36( 15 0.17
Total deposit 3,063,491 12,26¢ 1.6C 2,933,58! 13,31t 1.82
Borrowed funds 726,73t 6,962 3.8¢ 815,22¢ 9,09t 4.4¢€
Total intere-bearing liabilities 3,790,22 19,22¢ 2.0 3,748,81. 22,41( 2.3¢
Non interes-bearing deposit 110,80( 88,05¢
Other liabilities 30,66¢ 26,34¢
Total liabilities 3,931,69! 3,863,21°
Equity 408,65¢ 380,21:
Total liabilities and equit $ 4,340,34 $  4,243,42
Net interest income
net interest rate spre $ 37,10! 3.44% $ 35,86! 3.4(%
Net interes-earning assets
net interest margin $ 326,84 3.6(% $ 280,19¢ 3.56%
Ratio of interes-earning assets
interes-bearing liabilities 1.0¢ X 1.07 X

(1) Loan interest income includes loan fee inc@migich includes net amortization of deferred feed eosts, late charges and prepayment
penalties) of approximately $0.4 million for eadttee three months ended September 30, 2011 ar@
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The following table sets forth certain informatiaiating to the Company’s Consolidated Statemehirancial Condition and Consolidated
Statements of Income for the nine months endedeSeg®r 30, 2011 and 2010 and reflect the averade gieassets and average cost of
liabilities for the periods indicated. Such yielfsd costs are derived by dividing income or expdmnsthe average balance of assets or
liabilities, respectively, for the periods showhverage balances are derived from average daignisals. The yields include amortization of
fees which are considered adjustments to yields.

For the nine months ended Septembel

2011 2010
Average Yield/ Average Yield/
Balance Interest Cost Balance Interest Cost
Assets
Interes-earning asset:
Mortgage loans, net (| $ 2,932,39° $ 133,32t 6.06%6 $ 2,955,811 $ 137,25( 6.1%%
Other loans, net (1) 292,50: 11,25: 5.1 279,13t 11,52¢ 5.51
Total loans, ne 3,224,90: 144,57t 5.9¢ 3,234,94: 148,77" 6.13
Mortgage-backed securitie 752,36: 23,74( 4.21 661,62° 22,73 4.5¢
Other securitie 59,52« 1,44 3.24 58,41¢ 1,47 3.37
Total securities 811,88t 25,181 4.14 720,04¢ 24,21( 4.4¢
Interes-earning deposits ar
federal funds sold 64,44¢ 89 0.1¢ 31,56¢ 33 0.14
Total interes-earning asset 4,101,23: 169,85: 5.52 3,986,56! 173,01t 5.7¢
Other assets 217,90: 215,91.
Total assei $ 4,319,13 $ 4,202,47.
Liabilities and Equity
Interes-bearing liabilities
Deposits
Savings accoun $ 373,67t 1,732 06z $ 417,52¢ 2,64 0.84
NOW account 823,07 5,10(C 0.8% 649,02: 5,642 1.1¢€
Money market accoun 300,95¢ 1,11¢ 0.5C 399,53¢ 2,90¢ 0.97
Certificate of deposit accounts 1,557,21. 28,96¢ 2.4¢ 1,316,39: 29,40¢ 2.9¢
Total due to deposito 3,054,91! 36,91¢ 1.61 2,782,47 40,59¢ 1.9t
Mortgagors' escrow accounts 38,95¢ 38 0.1: 38,54¢ 43 0.1fF
Total deposit 3,093,871 36,95+ 1.5¢ 2,821,02! 40,64 1.92
Borrowed funds 693,29. 21,84¢ 4.2C 897,52¢ 29,57: 4.3¢
Total intere-bearing liabilities 3,787,16! 58,80: 2.07 3,718,55. 70,21 2.52
Non interes-bearing deposit 105,40! 86,30(
Other liabilities 27,66¢ 26,88(
Total liabilities 3,920,23 3,831,73.
Equity 398,89¢ 370,73t
Total liabilities and equity $ 4,319,13 $  4,202,47.
Net interest income
net interest rate spre $ 111,05: 3.45% $ 102,80t 3.21%
Net interes-earning assets
net interest margin $ 314,06! 3.61% $ 268,00¢ 3.44%
Ratio of interes-earning assets
interest-bearing liabilities 1.0eX 1.07X

(1) Loan interest income includes loan fee incdmieich includes net amortization of deferred feed eosts, late charges and prepayment
penalties) of approximately $1.2 million and $0.8lion for the nine months ended September 30, 281id 2010, respectivel
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LOANS

The following table sets forth the Company’s loaigioations (including the net effect of refinang)nand the changes in the Company’
portfolio of loans, including purchases, sales jridcipal reductions for the periods indicated.

For the nine months ended Septembe

(In thousands 2011 2010
Mortgage Loans
At beginning of perioc $ 2,966,890 $ 2,943,21.
Mortgage loans originate:
Multi-family residentia 161,51¢ 127,40t
Commercial real esta 7,062 33,361
One-to-four family — mixec-use propert 18,55 22,45¢
One-to-four family — residentia 15,57! 29,29:
Cc-operative apartmen - 407
Construction 1,28: 6,211
Total mortgage loans originat 203,98t 219,14:
Less:
Principal and other reductio 231,74: 180,97(
Sales 14,97¢ 6,49:
At end of period $ 2,924,150 % 2,974,89.
Commercial Business and Other Loan:
At beginning of perioc $ 29293t % 260,16(
Other loans originate(
Small business administrati 3,17 3,831
Taxi Medallion 46,22¢ 45,15¢
Commercial busine: 11,77¢ 40,52t
Other 3,64¢ 4,224
Total other loans originated 64,82+ 93,73¢
Other loans purchase
Taxi Medallion 14,45¢ 7,69¢
Total other loans purchased 14,45t 7,69¢
Less:
Principal and other reductio 78,62( 68,57
Sales and loans transferred to available fier 4,00 -
At end of perioc $ 289,59( % 293,01
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TROUBLED DEBT RESTRUCUTURED AND NON -PERFORMING ASSETS

Management continues to adhere to the Savings Baodthservative underwriting standards. The majooitythe Savings Bank’s non-
performing loans are collateralized by residenitimome producing properties that are occupied,etheretaining more of their value ¢
reducing the potential loss. The Savings Bank takpeoactive approach to managing delinquent loacgjding conducting site examinatic
and encouraging borrowers to meet with a SavingskBapresentative. The Savings Bank has been damglshortterm payment plans tt
enable certain borrowers to bring their loans aurr@he Savings Bank reviews its delinquencies doaa by loan basis and continui
explores ways to help borrowers meet their oblayetiand return them back to current status. Atdjrttee Savings Bank may restructure a
to enable a borrower to continue making paymentsnaihis deemed to be in the best Idegm interest of the Savings Bank. This restrut
may include making concessions to the borrower tthatSavings Bank would not make in the normal sewf business, such as reducing
interest rate until the next reset date, extenttirgamortization period thereby lowering the mopthdyments, or changing the loan to inte
only payments for a limited time period. At timegrtain problem loans have been restructured bybadng more than one of these optic
The Savings Bank believes that restructuring theaes in this manner will allow certain borrowecsltecome and remain current on t
loans. The Savings Bank classifies these loansER. T.oans which have been current for six consgeuthonths at the time they
restructured as TDR remain on accrual status. Ledmch were delinquent at the time they are restined as a TDR are placed on ramerua
status until they have made timely payments for irsecutive months. Loans that are restructureddR but are not performing
accordance with the restructured terms are exclfided the TDR table below, as they are placed omaxcrual status and reported as non-
performing loans.

The following table shows loans classified as Th&t are performing according to their restructuegchs at the periods indicated:

September 31 June 30 December 3:

(In thousands 2011 2011 2010
Multi-family residentia $ 9,701 $ 9,711 $ 11,24:
Commercial real esta 2,42¢ 2,43( 2,44¢
One-to-four family - mixec-use propert 797 80C 20€
Construction loan 8,50¢ 23,43 -
Commercial business and other 2,00( 2,00( -
Total performing troubled debt restructured $ 23,43( $ 3837: % 13,89¢

During the three months ended September 30, 20ELconstruction loan for $11.5 million, which wapexforming TDR at June 30, 2011, \
reclassified to nomccrual status as it was no longer performing toetance with its modified terms. In addition, pants of $3.5 millio
were received on performing TDR.

Interest income on loans is recognized on the atdvasis. The accrual of income on loans is disooatl when certain factors, suct
contractual delinquency of 90 days or more, indicgaasonable doubt as to the timely collectabditguch income. Additionally, uncollect
interest previously recognized on non-accrual ldanmsversed from interest income at the time tia lis placed on non-accrual statusoan:
in default 90 days or more, as to their maturitiedaut not their payments, continue to accrue @steas long as the borrower continues to |
monthly payments.
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The following table shows non-performing assethatperiods indicated:

September 31 June 30 December 3:
(In thousands 2011 2011 2010
Loans 90 days or more past du
and still accruing:

Multi-family residentia $ -$ -$ 102
Commercial real esta 423 33C 3,32¢
Construction loan 5,24t 775 -
Commercial business and ott - - 6
Total 5,66¢ 1,10¢% 3,43
Non-accrual loans:
Multi-family residentia 27,84¢ 35,54( 35,63
Commercial real esta 21,06: 23,91¢ 22,80¢
One-to-four family - mixec-use propert 29,89( 28,96¢ 30,47¢
One-to-four family - residentia 10,67: 10,18¢ 10,69
Cc-operative apartmen 152 132 -
Construction loan 14,33! 2,66¢ 4,46¢
Small business administratis 613 803 1,15¢
Commercial business and other 6,122 6,72 3,41¢
Total 110,68¢  108,94( 108,65!
Total non-performing loans 116,357 110,04! 112,09:
Other non-performing assets:
Real estate acquired through foreclos 4,25( 1,82¢ 1,58¢
Investment securitie 2,53¢ 3,654 5,134
Total 6,78¢ 5,482 6,722
Total non-performing assets $ 123,14 $ 11552 $ 118,81

Included in noraccrual loans at September 30, 2011 were seves togling $17.5 million which were restructuredTd3R which were nc
performing in accordance with their restructureunte Included in nomccrual loans at June 30, 2011 were six loansrgt&6.1 million whicl
were restructured as TDR which were not perfornimgccordance with their restructured terms. Inetlith nonaccrual loans at December
2010 were five loans totaling $3.2 million which nieeestructured as TDR which were not performingiéeordance with their restructu
terms.

The Savings Bank’s noperforming assets totaled $123.1 million at Sep&m3®, 2011, an increase of $7.6 million from $51&illion at Jun
30, 2011 and an increase of $4.3 million from $81@illion at December 31, 2010. Total nparforming assets as a percentage of total
were 2.86% at September 30, 2011 compared to 288 dune 30, 2011 and 2.75% at December 31, 20Hrakio of allowance for loan los:
to total non-performing loans was 25% at Septer8BeR2011; 27% at June 30, 2011 and 25% at Dece®ih@010.

The Savings Bank’s noperforming loans totaled $116.4 million at Septeng 2011, an increase of $6.4 million from $11Mlion at Jun
30, 2011 and an increase of $4.3 million from $11®illion at December 31, 2010. During the threenthe ended September 30, 2011
loans totaling $30.3 million were added to rmerforming loans, 18 loans totaling $7.3 millionrereeturned to performing status, seven |
totaling $1.7 million were paid in full, 18 loanstaling $7.4 million were sold, eight loans totgli§2.5 million were transferred to other |
estate owned and charge-offs of $5.0 million weeorded on non-performing loans. Included in thditazhs to nonperforming loans was o
construction loan for $11.5 million, which was arfpeming TDR at June 30, 2011, as it was no longerforming in accordance with
modified terms. While construction on this projectomplete, there have been delays in obtainiegctttificate of occupancy. We anticig
the borrower obtaining the certificate of occupaaog accepting contracts on the units in the rexan.tThe project is comprised of tviamily
homes, with sufficient collateral value to repag than. Also included in additions to npefforming loans were two construction loans tag
$5.2 million which are 90 days past maturity buttimuing to make payments. These two loans arbdsame borrower. Construction on t
multi-family properties is complete and the certificat@ocupancy has been obtained on one building. Bhilsling is currently occupied a
produces sufficient cash flow to make the paymentboth loans.
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Non-performing investment securities include two podiedst preferred securities for which we are naereing payments. At September
2011, these investment securities had a combinedtaed cost and market value of $8.3 million a2db$illion, respectively.

The following table shows our delinquent loans tir&t less than 90 days past due still accruinggateand considered performing at the pe!
indicated:

September 30, 201 December 31, 201
60- 89 30-59 60- 89 30-59
days days days days
(In thousands
Multi-family residentia $ 355¢ $ 1520 $ 3,717 $ 23,93¢
Commercial real esta 5,21¢ 10,91: 2,181 17,16"
One-to-four family - mixec-use propert 2,17( 24,61¢ 6,37¢ 19,59¢
One-to-four family - residentia 1,141 2,732 1,04¢ 4,95¢
Construction loan 10¢ 2,49¢ 5,48¢ 2,90(
Small Business Administratic - 112 991 41¢
Commercial business and other 2,15( 1,92¢ 3 4,53¢
Total delinquent loans $ 1434. $ 57,994 $ 19,79¢ $ 73,51

CRITICIZED AND CLASSIFIED ASSETS

Our policy is to review our assets, focusing prifigaon the loan portfolio, real estate owned ane ifvestment portfolios, to ensure that
credit quality is maintained at the highest levalghen weaknesses are identified, immediate adtidaken to correct the problem throl
direct contact with the borrower or issuer. We thegnitor these assets and, in accordance with @licypand current regulatory guidelines,
designate them as “Special Mention,” which is cdesgd a “Criticized Asset,” and “Substandard,” “Btful,” or “Loss,” which are considert
“Classified Assets,” as deemed necessary. We d@s@n asset as Substandard when adeéithted weakness is identified that jeopardize
orderly liquidation of the debt. We designate aseass Doubtful when it displays the inherent weakrof a Substandard asset with the &
provision that collection of the debt in full, dmetbasis of existing facts, is highly improbablee Wésignate an asset as Loss if it is deeme
debtor is incapable of repayment. Loans that asigthated as Loss are charged to the Allowanckedan Losses. Assets that are ramtrua
are designated as Substandard, Doubtful or Lossd&¥ignate an asset as Special Mention if the ds&st not warrant designation within

of the other categories, but does contain a patenteakness that deserves closer attention. Oat @iiticized and Classified assets w
$314.8 million at September 30, 2011, a decrea$d.6f million from $323.7 million at December 3D1®.

48




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

The following table sets forth the Banks’ assetsigleated as Criticized and Classified at Septer8Bbef011:

(In thousands Special Mentio Substandal  Doubtful Loss Total
Loans:
Multi-family residentia $ 14,89 $ 43,36: $ - 3 - $ 58,25¢
Commercial real esta 13,381 45,94¢ - - 59,327
One-to-four family - mixec-use propert 17,84 34,01¢ - - 51,85¢
One-to-four family - residentia 3,41( 11,59( - - 15,00(
Cc-operative apartmen - 152 - - 152
Construction loan 2,57( 32,05: - - 34,62
Small Business Administratic 76¢& 221 28¢ - 1,27¢
Commercial business and ott 14,55¢ 15,81( 1,23¢ - 31,60¢
Total loans 67,42 183,15( 1,527 - 252,09¢
Investment Securities:
Pooled trust preferred securiti - 15,21( - - 15,21(
Private issue CM( - 43,24« = 5 43,24¢
Total investment securitie - 58,45¢ - - 58,45¢
Other Real Estate Ownt - 4,25(C - - 4,25(
Total $ 67,42 $ 24585: $ 1527 $ - $ 314,80:

The following table sets forth the Banks’ assetsigleated as Criticized and Classified at Decembef@10:

(In thousands Special Mentio Substandal  Doubtful Loss Total
Loans:
Multi-family residentia $ 20,277 $ 51,62t $ -9 - $ 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 55€ 1,432 - - 1,99(
Commercial business and other 14,30: 13,62¢ 1,23¢ - 29,16¢
Total loans 72,70t 173,80t 1,23¢ - 247,75.

Investment Securities: @

Pooled trust preferred securiti - 16,457 - - 16,457
Mutual funds - 4,08z - - 4,08z
Private issue CM( - 53,79( - - 53,79(
Total investment securities - 74,32¢ - - 74,32¢
Other Real Estate Owned - 1,58¢ - - 1,58¢
Total $ 72,708 $ 249,72 $§ 1,23t $ - $ 323,66¢

(1) Our investment securities are classified as séesravailable for sale and as such are carriedheit fair value in our Consolidat
Financial Statements. The securities above hadr adhlue of $43.3 million and $65.0 million at Septber 30, 2011 and December
2010, respectively. Under current applicable reigujaguidelines, we are required to disclose tresgified investment securities,
shown in the tables above, at their book valuesoftimed cost, or fair value for securities that ameder the fair value optiol
Additionally, the requirement is only for the Bahlsgcurities. Flushing Financial Corporation had oméual fund security classified
Substandard with a market value of $1.6 milliolDatember 31, 2010. In addition, Flushing Finan€aiporation had two private iss
trust preferred securities classified as Substahdéh a combined market value of $0.8 million &p&mber 30, 2011 and Decembel
2010.
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On a quarterly basis, all mortgage loans that esiggthated as Substandard or Doubtful are internelliewed for impairment, based on upd:
cash flows for income producing properties or updahdependent appraisals. The loan balancedlateral dependant impaired loans are
then compared to the loans updated fair value.bBEfnce which exceeds fair value is charged-afifiéoallowance for loan losses.

We designate investment securities as Substandaed the investment grade rating by one or moré@frating agencies is below investn
grade. We have designated a total of 20 investreeatrities that are held at the Savings Bank ast8n#lard at September 30, 2011.
classified investment securities at September @01 held by the Savings Bank include 16 privatadsSMOs rated below investment grad
one or more of the rating agencies, three issugeaied trust preferred securities and one priissee trust preferred security. The Investr
Securities which are classified as Substandarcpteghber 30, 2011 are securities that were rategsiment grade when we purchased tl
These securities have each been subsequently dadewby at least one rating agency to below invesstrgrade. Through September
2011, these securities, with the exception of tévthe pooled trust preferred securities and fiviegie issue CMOs, continued to pay inte
and principal as scheduled. We test each of thexagriies quarterly for impairment, through an ipeledent third party.

ALLOWANCE FOR LOAN LOSSES

We have established and maintain on our books lawahce for loan losses that is designed to progideserve against estimated lo
inherent in our overall loan portfolio. The alloveanis established through a provision for loandedsased on managemangvaluation of tt
risk inherent in the various components of the lpantfolio and other factors, including historidabn loss experience (which is upds
quarterly), changes in the composition and volurihghe portfolio, collection policies and experienteends in the volume of naaecrual an
classified loans and local and national economicit®mns. The determination of the amount of tHevednce for loan losses includes estim
that are susceptible to significant changes duehnges in appraisal values of collateral, nati@mal local economic conditions and o
factors. We incurred total net charg#is of $4.8 million and $3.5 million during therte months ended September 30, 2011 and
respectively, and $13.1 million and $7.9 millionridg the nine months ended September 30, 2011 @t6, Zespectively. The national ¢
regional economies were generally considered tinb& recession from December 2007 through the raiadl2009. This has resulted
increased unemployment and declining property walaghough the property value declines in the Neuk City metropolitan area have |
been as great as many other areas of the countrije e national and regional economies have shaigims of improvement since the sec
half of 2009, unemployment has remained at elevégedls. The deterioration in the economy has teduin an elevated level of non-
performing loans, which totaled $116.4 million aép&mber 30, 2011 and $112.1 million at December 2B10. The Savings Bark’
underwriting standards generally require a loangfue ratio of no more than 75% at the time the liseoriginated. At September 30, 2011,
average outstanding principal balance of our perferming loans was 61.7% of the estimated curvahte of the supporting collateral, a
considering the charge-offs that have been recoMkdhave not been affected by the defaults ofpgithe mortgages as we do not origin
or hold in portfolio, sulprime mortgages. A provision for loan losses o0$#%illion was recorded for each of the three maquethiods ende
September 30, 2011 and 2010 and of $15.0 milliore&zh of the nine month periods ended Septemhe&(@d and 2010.

We review our loan portfolio by separate categon#h similar risk and collateral characteristiesy., multifamily residential, commercial re
estate, one-to-four family mixed-use property, tméour family residential, coperative apartment, construction, SBA, commefgisdines:
taxi medallion and consumer loans. Impaired loaessegregated and reviewed separately. All acerual loans and TDRs are consid
impaired. Impaired loans secured by real estateesiewed based on the fair value of their collaltein connection with the determinatior
the allowance, the market value of collateral cadily is evaluated by our staff appraiser. On artguly basis, the estimated values of impe
mortgage loans are internally reviewed based oratgpldcash flows for income producing properties, atdimes, an updated indepen
appraisal is obtained. The loan balances of esthtdependent impaired loans are then comparétettoans updated fair value. The balz
which exceeds fair value is chargeff- We do not allocate additional reserves to Barhich have written down to their fair value. W
evaluating a loan for impairment, we do not relyguarantees and the amount of impairment, if anpased on the fair value of the collatt
We do not carry loans at a value in excess of #iirevilue due to a guarantee from the borrower.ainepl mortgage loans that were wri
down resulted from quarterly reviews or updatedraispls that indicated the propertiestimated value had declined from when the loar
originated. Loans classified as
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TDR are evaluated based on the projected discowsatstd flow of the restructured loan at the loaffisctif’e interest rate prior to restructuri
A portion of the allowance for loan losses is alisxl in the amount by which the recorded investritetite TDR exceeds the discounted
flow. For noneollateralized impaired loans, management estimatgsecoveries that are anticipated for each I8aportion of the allowanc
is allocated to nomollateralized based on these estimates. Basetleoreview of impaired loans, which includes loalassified as TDR,
portion of the allowance was allocated to impailehs in the amount of $3.8 million and $15.9 roifliat September 30, 2011 and Decel
31, 2010, respectively.

General provisions are established against perfgrnoans in our portfolio in amounts deemed prudgntmanagement. A portion of 1
allowance is allocated to the remaining portfolaséd on historical loss experience. In the secoadter of 2011, the historical loss period t
for this allocation was reduced to three years heset was sufficient data to make the experienceofadrom this period relevant &
meaningful. In addition, a portion of the allowarisallocated based on current economic conditizaads in delinquency and classified Ic
and concentrations in the loan portfolio. Basedtmse reviews, management concluded the gener@dmparf the allowance should be $2
million and $11.8 million at September 30, 2011 &&tember 31, 2010, respectively, resulting intal tallowance of $29.6 million and $2
million at September 30, 2011 and December 31, 20d4€pectively. The Board of Directors reviews approves the adequacy of
allowance for loan losses on a quarterly basis.ddament has concluded and the Board of Direct@tiacurred, that at September 30, 2
the allowance was sufficient to absorb losses #titan our loan portfolio.

The following table sets forth the activity in tB®mpany's allowance for loan losses for the periodisated:

For the nine months ended Septembe

(Dollars in thousands 2011 2010
Balance at beginning of peri $ 27,69¢ % 20,32«
Provision for loan losse 15,00( 15,00(

Loans charge-off:

Multi-family residentia (4,099 (4,069

Commercial real esta (4,199 (1,180

One-to-four family — mixec-use propert (1,400 (1,667)

One-to-four family — residentia (2,99 (115)

Constructior (703 (862)

Small Business Administratic (628) (51€)

Commercial business and other (524 (448

Total loans charg-off (13,539 (8,85))

Recoveries

Multi-family residentia 10¢ 27

Commercial real esta 122 42

One-to-four family — mixec-use propert 113 78

One-to-four family — residentia 63 -

Small Business Administratic 20 171

Commercial business and ot 10 611

Total recoveries 43¢ 92¢

Net charg-offs (13,096 (7,922
Balance at end of period $ 29,60 $ 27,40:
Ratio of net charc-offs during the period t

average loans outstanding during the pe 0.5%% 0.33%
Ratio of allowance for loan losses to gross lodrend of perioc 0.92% 0.84%
Ratio of allowance for loan losses to -performing

assets at end of peri 24.0%% 21.92%
Ratio of allowance for loan losses to -performing

loans at end of peric 25.40% 22.95%
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK

For a discussion of the qualitative and quantitatilisclosures about market risk, see the informatiader the caption "Manageme
Discussion and Analysis of Financial Condition &ebults of Operations - Interest Rate Risk."

ITEM 4. CONTROLS AND PROCEDURES

The Company carried out, under the supervisionvattdthe participation of the Comparsymanagement, including its Chief Executive Off
and Chief Financial Officer, an evaluation of tHfeetiveness of the design and operation of the gamg’s disclosure controls and procedi
(as defined in Rule 1385(e) under the Securities Exchange Act of 1934)fake end of the period covered by this Quart&gport. Base
upon that evaluation, the Chief Executive Officed £hief Financial Officer concluded that, as op®enber 30, 2011, the design and oper:
of these disclosure controls and procedures wdeetafe. During the period covered by this Qudyt&eport, there have been no changt
the Company'’s internal control over financial repuay that have materially affected, or are reastnlitely to materially affect, the Compary’
internal control over financial reporting.
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ITEM 1. LEGAL PROCEEDINGS

The Company is a defendant in various lawsuitsnag@ment of the Company, after consultation wittside legal counsel, believes that
resolution of these various matters will not resalany material adverse effect on the Companysalidated financial condition, results
operations and cash flows.

ITEM 1A. RISK FACTORS

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

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIE S AND USE OF PROCEEDS

The following table sets forth information regamlithe shares of common stock repurchased by thep&aynduring the three months en
September 30, 2011:

Maximum

Total Number o Number of
Total Shares Purchas Shares That Ma
Number as Part of Publicl Yet Be Purchase
of Share: Average Pric Announced Plan Under the Plan

Period Purchase Paid per Sha  or Program: or Program:
July 1 to July 31, 201 -$ - - 362,05(
August 1 to August 31, 201 362,05( 11.41 362,05( -
September 1 to September 30, 2! - - - 1,000,001

Total 362,05( $ = 362,05(

During the three months ended September 30, 2B&1Company completed the common stock repurchagggm that was approved by the
Company’s Board of Directors on August 17, 2004.S&ptember 28, 2011, the Company announced ther&ation by the Board of
Directors of a new common stock repurchase progvaioh authorizes the purchase of up to 1,000,0@0eshof its common stock. The
repurchase program does not have an expirationodatenaximum dollar amount that may be paid tarelpase the common shares. Stock
repurchases under this program will be made frome tio time, on the open market or in privately rieged transactions, at the discretion of
the management of the Company.

ITEM 4. RESERVED
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ITEM6. EXHIBITS

Exhibit No. Description

3.1 Certificate of Incorporation of Flushing Financtadrporation (1.

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

3.3 Certificate of Designations of Series A Junior Rgrating Preferred Stock of Flushing Financial @anation (4)

3.4 Certificate of Increase of Shares Designated ag$S&rJunior Participating Preferred Stock of FinghFinancial
Corporation (2'

3.5 By-Laws of Flushing Financial Corporation {

4.1 Rights Agreement, dated as of September 8, 20@&glka Flushing Financial Corporation, and Compizns Trust
Company N.A., as Rights Agent (

10.1 Amendment to Flushing Financial Corporation 2005rmas Incentive Plan (filed herewit

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

31.2 Certification pursuant to Section 302 of the Sads-Oxley Act of 2002 by the Chief Financial Officeil¢fl herewith)

32.1 Certification Pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarkey @ct of 2002 b
the Chief Executive Officer (filed herewit

32.2 Certification Pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarbarlkey @ct of 2002 b
the Chief Financial Officer (filed herwitt

101.INS XBRL Instance Document (furnished herewi

101.SCH XBRL Taxonomy Extension Schema Document (furnishewith)

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

101.DEF XBRL Taxonomy Extension Definition Linkbase Docunhéinurnished herewith

101.LAB XBRL Taxonomy Extension Label Linkbase Documentr{fshed herewith

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doentiffurnished herewitt

(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 filediwiftorm &K filed September 26, 200

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

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

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

Pursuant to the requirements of the Securities &xga Act of 1934, the registrant has duly causisdéport to be signed on its behalf by the
undersigned thereunto duly authorized.

Flushing Financial Corporation,

Dated: November 9, 2011 By: /s/John R. Buran
John R. Buran
President and Chief Executive Officer

Dated: November 9, 2011 By: /s/David W. Fry
David W. Fry
Executive Vice President, Treasurer and
Chief Financial Officer
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EXHIBIT INDEX
Exhibit No. Description

3.1 Certificate of Incorporation of Flushing Financtadrporation (1.

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

3.3 Certificate of Designations of Series A Junior Rgrating Preferred Stock of Flushing Financ
Corporation (4’

3.4 Certificate of Increase of Shares Designated ag$SArJunior Participating Preferred Stock of FinghFinancial
Corporation (2

3.5 By-Laws of Flushing Financial Corporation {

4.1 Rights Agreement, dated as of September 8, 20@¥eka Flushing Financial Corporation, and
Computershare Trust Company N.A., as Rights Ag&r

10.1 Amendment to Flushing Financial Corporation 2005rmas Incentive Plan (filed herewit

31.1 Certification pursuant to Section 302 of the Sadsa@®xley Act of 2002 by the Chief Executive Officer
(filed herewith)

31.2 Certification pursuant to Section 302 of the Sadsa®xley Act of 2002 by the Chief Financial Officer
(filed herewith)

32.1 Certification Pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarkey
Act of 2002 by the Chief Executive Officer (file@tewith)

32.2 Certification Pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarbarley
Act of 2002 by the Chief Financial Officer (filediwith)

101.INS XBRL Instance Document (furnished herewi

101.SCH XBRL Taxonomy Extension Schema Document (furnishecwith)

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

101.DEF XBRL Taxonomy Extension Definition Linkbase Docunhéinurnished herewith

101.LAB XBRL Taxonomy Extension Label Linkbase Documentr{fshed herewith

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doeninffurnished herewitt

(1) Incorporated by reference to Exhibits filediwtihe Registration Statement on For-1 filed September 1, 199
Registration No. 3-96488.

(2) Incorporated by reference to Exhibits filedwitorm {-K filed September 26, 200

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

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

(5) Incorporated by reference to Exhibit filed wikbrm ¢-K filed September 11, 200
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Exhibit 10.1

AMENDMENT TO FLUSHING FINANCIAL CORPORATION
2005 OMNIBUS INCENTIVE PLAN

The Flushing Financial Corporation 2005 Omnibusive Plan as amended and restated through Ma30114, (the “Plan”) is
hereby amended as follows effective as of July01,12

Section 8(a) of the Plan is hereby amended to asddllows:

8. Non-Employee Director Awards. Each non-employee director shall automaticalbeinee Formula Awards as provided in Section
8(a), having the terms and conditions providedenti®n 8(b).

() Timeand Amount of Formula Awards . Formula Awards shall be made as follows:

(i) Annual Grants As of January 30 of each year following July Q12, each person then serving as a non-employee
director shall be granted 4,800 RSUs, subject josamient as provided in Section 11(c). Prior tohsg@nt, the
Committee may determine to substitute RestrictediStor such RSUs.

(i) Initial Grants. Effective as of the date of a person’s initi@ation or appointment as a non-employee director or
change to non-employee director status after JUAP11, such person shall be granted a pro ratesbp®f the Annual

Grant consisting of 400 shares of Restricted Stockach full or partial month from the date of Bulirector’s election

or appointment or change in status to the followlaguary 30 (subject to adjustment as providecati@ 11(c)). Prior
to such grant, the Committee may determine to #ubsKRSUs for such Restricted Stock.

IN WITNESS WHEREOF, Flushing Financial Corporatimas caused this Amendment to be executed thisda§ of August, 2011.

FLUBNG
FINANCIAL CORPORATION

By: /s/Maria A. Grasso
Name: Maria A. Grasso
Title: Executive Vice President,
COO0, &
Corporate Secretary



FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Exhibit 31.1

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

I, John R. Buran, certify that:

1. | have reviewed this quarterly report on ForraQ0f Flushing Financial Corporation;

2. Based on my knowledge, this report does notaioretny untrue statement of a material fact or eéonditate a material fact necessar
make the statements made, in light of the circunt&ts.under which such statements were made, ntgadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statemandsother financial information included in thipoet, fairly present in all material
respects the financial condition, results of operetand cash flows of the registrant as of andtfar periods presented in this report;
4. The registrant’s other certifying officer andre responsible for establishing and maintainirsgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andénav

a) designed such disclosure controls and procedoresused such disclosure controls and procedaotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us
others within those entities, particularly duritg fperiod in which this report is being prepared;

b) designed such internal control over financigbming, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assurargardang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentadsineport our conclusions about
the effectiveness of the disclosure controls andedures, as of the end of the period coveredhisyr¢port based on such evaluation;
and

d) disclosed in this report any change in the tegig's internal control over financial reportirftat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repog) ttas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

a) all significant deficiencies and material weas®s in the design or operation of internal cortvek financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

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

Date:November 9, 201 By: /s/John R. Bura
John R. Bural
President and Chief Executive Offic



FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Exhibit 31.2

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

I, David W. Fry, certify that:

1. | have reviewed this quarterly report on ForraQ0f Flushing Financial Corporation;
2. Based on my knowledge, this report does notaioretny untrue statement of a material fact or eéonditate a material fact necessar
make the statements made, in light of the circunt&ts.under which such statements were made, ntgadisg with respect to the
period covered by this report;
3. Based on my knowledge, the financial statemandsother financial information included in thipoet, fairly present in all material
respects the financial condition, results of operetand cash flows of the registrant as of andtfar periods presented in this report;
4. The registrant’s other certifying officer andre responsible for establishing and maintainirsgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andénav
a) designed such disclosure controls and procedoresused such disclosure controls and procedaotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us
others within those entities, particularly duritg fperiod in which this report is being prepared;
b) designed such internal control over financigbming, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assurargardang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;
c) evaluated the effectiveness of the registratisslosure controls and procedures and presentadsineport our conclusions about
the effectiveness of the disclosure controls andedures, as of the end of the period coveredhisyr¢port based on such evaluation;
and
d) disclosed in this report any change in the tegig's internal control over financial reportirftat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repog) ttas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan
5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):
a) all significant deficiencies and material weas®s in the design or operation of internal cortvek financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and
b) any fraud, whether or not material, that invelveanagement or other employees who have a sigmiffole in the registrant’s
internal control over financial reporting.

Date:November 9, 201 By: /s/David W. Fry
David W. Fry
Executive Vice President, Treasurer
Chief Financial Office!
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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 Flushiigancial Corporation (the “Corporation”) on Fof®-Q for the period ended
September 30, 2011 as filed with the SecuritiesiExthange Commission on the date hereof (the “R8parJohn R. Buran, Chief
Executive Officer of the Corporation, certify, puasit to 18 U.S.C. Section 1350, as adopted pursagection 906 of the Sarbanes-
Oxley Act of 2002, that to my knowledge:

(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 Repoitlfgpresents, in all material respects, the finahcondition and results of operations of
the Corporation.

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

Chief Executive Officer
November 9, 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 Flushiigancial Corporation (the “Corporation”) on Fof®-Q for the period ended
September 30, 2011 as filed with the SecuritiesExthange Commission on the date hereof (the “R§parDavid W. Fry, Chief
Financial Officer of the Corporation, certify, puet to 18 U.S.C. Section 1350, as adopted pursaa8ection 906 of the Sarbanes-
Oxley Act of 2002, that to my knowledge:

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

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

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

Chief Financial Officer
November 9, 201



