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PART | — FINANCIAL INFORMATION

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Financial Condition

(Unaudited)
ITEM 1.

(Dollars in thousands, except per share di

March 31, December 3:
2011 2010

ASSETS
Cash and due from ban
Securities available for sal
Mortgage-backed securities ($46,817 and $51,475 at fairevplusuant ti
the fair value option at March 31, 2011 and Decen3fie 2010, respectivel
Other securities ($31,118 and $21,574 at fair vplusuant to the fa
value option at March 31, 2011 and December 310 284&pectively
Loans:
Multi-family residentia
Commercial real esta
One-to-four family — mixec-use propert
One-to-four family — residentia
Cc-operative apartmen
Constructior
Small business administrati
Taxi medallion
Commercial business and ott
Net unamortized premiums and unearned loan
Allowance for loan losses
Net loans
Interest and dividends receival
Bank premises and equipment,
Federal Home Loan Bank of New York stc
Bank owned life insuranc
Goodwill
Core deposit intangibl
Other asset

Total assets

LIABILITIES
Due to depositors
Norn-interest bearin
Interes-bearing:
Certificate of deposit accour
Savings account
Money market accoun
NOW accounts
Total interes-bearing deposit
Mortgagors' escrow depos
Borrowed funds ($31,794 and $33,227 at fair valuespant to the fai
value option at March 31, 2011 and December 310 2@&kpectively
Securities sold under agreements to repurc
Other liabilities
Total liabilities

STOCKHOLDERS' EQUITY

Preferred stock ($0.01 par value; 5,000,000 steut®rized; None issue

Common stock ($0.01 par value; 100,000,000 shart®ezed; 31,350,72
shares and 31,255,934 shares issued and outstatdieych 31, 2011 ar
December 31, 2010, respective

Additional paic-in capital

Treasury stock (None at March 31, 2011 and Dece®be2011]

Retained earning

Accumulated other comprehensive loss, net of t

Total stockholders' equi

Total liabilities and stockholders' equ

$ 50,68¢ $ 47,78¢

730,50: 754,07
62,23t 50,11:
1,281,01.  1,252,17
645,73¢ 662,79
721,24; 728,81
229,83 241,37
6,151 6,21¢
69,19: 75,51¢
18,90: 17,51
88,45¢ 88,26¢
197,30 187,16:
16,05: 16,50:
(27,430 (27,699
3,246,45  3,248,63
19,30: 19,47¢
23,02¢ 23,04:
29,92: 31,60¢
76,79¢ 76,12¢
16,127 16,12"
1,28¢ 1,40¢
60,59t 56,35¢

$4,316,94! $ 4,324,74!

$ 10457 $ 96,19¢

1,577,72i 1,520,57.

374,14« 388,51.
322,91¢ 371,99¢
812,24( 786,01t
3,087,083 3,067,09
39,821 27,31¢
504,84! 542,68
156,00( 166,00(
30,61 35,401

3,922,88! 3,934,770

314 313
192,33« 189,34t
208,05¢ 204,12¢

(6,645 (3,749
394,05 390,04!

$4,316,94! $ 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 montr
ended March 31
(Dollars in thousands, except per share di 2011 2010
Interest and dividend income
Interest and fees on loa $ 48,69C $ 49,68
Interest and dividends on securiti
Interes 8,107 7,911
Dividends 20z 20C
Other interest income 27 13
Total interest and dividend incot 57,02¢ 57,80¢
Interest expense
Deposits 12,33¢ 13,51°
Other interest expense 7,53 10,78t
Total interest expense 19,87: 24,30i
Net interest income 37,15¢ 33,50¢
Provision for loan losse 5,00( 5,00(
Net interest income after provision for loan losse 32,15¢ 28,50¢
Non-interest income
Othel-thar-temporary impairment ("OTTI") charg (3,61¢€) -
Less: Nor-credit portion of OTTI charge recorded in Otl
Comprehensive Income, before taxes 2,69( -
Net OTTI charge recognized in earnir (92€) -
Loan fee incom 434 367
Banking services fee incon 461 482
Net gain on sale of loar - 5
Net loss from fair value adjustmet (655) (103)
Federal Home Loan Bank of New York stock divide 50C 611
Bank owned life insuranc 667 64%
Other income 39C 57C
Total non-interest income 871 2,57
Non-interest expense
Salaries and employee bene 10,027 8,79¢
Occupancy and equipme 1,86 1,74¢
Professional service 1,59¢ 1,76¢
FDIC deposit insuranc 1,42¢ 1,274
Data processin 1,00¢ 1,07¢
Depreciation and amortization of premises and egaint 76€ 67¢
Other operating expens 3,328 2,59¢
Total non-interest expense 20,01 17,93¢
Income before income taxe 13,01: 13,14¢
Provision for income taxes
Federal 3,917 3,94¢
State and loce 1,14¢ 1,212
Total taxe: 5,05¢ 5,161
Net income $ 795 $ 7,98t
Basic earnings per common sh $ 0.2¢ $ 0.2¢
Diluted earnings per common shi $ 0.2¢ $ 0.2¢
Dividends per common sha $ 0.1: $ 0.1t

The accompanying notes are an integral part oktheasolidated financial statements.






PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Cash Flows

(Unaudited)
For the three months enc
March 31,
(Dollars in thousands 2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 7,95: % 7,98¢
Adjustments to reconcile net income to net cashigea by
operating activities
Provision for loan losse 5,00 5,00
Depreciation and amortization of bank premises equipmen 76€ 67¢
Net gain on sales of loans (including delingueans) - (5)
Amortization of premium, net of accretion of ahsint 1,42: 1,21¢
Net loss from fair value adjustmel 65E 10¢
OTTI charge recognized in earnir 92€ -
Income from bank owned life insurar (667) (645)
Stocl-based compensation expel 1,167 961
Deferred compensatic 10z 45
Amortization of core deposit intangibl 117 117
Excess tax benefit from stc-based payment arrangeme (80) (77)
Deferred income tax (benefit) provisi 12t (1,407%)
(Decrease) increase in other liabilit (3,562) 2,431
(Increase) decrease in other as (1,07 88
Net cash provided by operating activities 12,85t 16,49¢
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of bank premises and equipt (759) (369)
Net redemptions of Federal Home Loan Bank of NewkYahares 1,68: 4,65¢
Purchases of securities available for ¢ (34,657) (76,93¢)
Proceeds from sales and calls of securities avaifab sale - 1,27(
Proceeds from maturities and prepayments of seesidt/ailable for sal 38,10¢ 47,03¢
Net (originations) and repayment of loz 5,39¢ (21,079
Purchases of loar (12,55% (1,789
Proceeds from sale of real estate ow 154 27¢
Proceeds from sale of delinquent loi 3,15¢ 1,28¢
Net cash used in investing activities 533 (45,625
CASH FLOWS FROM FINANCING ACTIVITIES
Net increase (decrease) in -interest bearing depos 8,37¢ (6,590
Net increase in intere-bearing deposit 19,64¢ 129,53:
Net increase in mortgagors' escrow depc 12,51: 10,97«
Net repayments of sh-term borrowed fund - (73,500
Proceeds from lor-term borrowings - 30,00(
Repayment of lor-term borrowings (47,429 (60,009
Purchases of treasury stc (209) (66)
Excess tax benefit from stc-based payment arrangeme 80 77
Proceeds from issuance of common stock upon exeotistock option 52k -
Cash dividends pai (3,999 (3,946
Net cash provided by financing activit (10,48%) 26,47
Net increase (decrease) in cash and cash equis 2,90( (2,657%)
Cash and cash equivalents, beginning of pe 47,78¢ 28,42¢
Cash and cash equivalents, end of pe $ 5068 $ 25,76¢
SUPPLEMENTAL CASH FLOW DISCLOSURE
Interest paic $ 19,747 $ 24,48
Income taxes pai 2,36¢€ 127
Taxes paid if excess tax benefits were not tax cliula 2,44¢ 204
Non-cash activities
Loans transferred to real estate ow 98C 51¢
Loans provided for the sale of real estate ow 244 80C

The accompanying notes are an integral part oktheasolidated financial statemer






PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Changes in StockholderEquity and Consolidated Statements of Comprehensi&vincome
(Unaudited)

For the three months enc
March 31,

(Dollars in thousands, except per share d: 2011 2010

Preferred Stock
Balance, beginning of peric $ - % -
No activity - -

Balance, end of period $ - 9 =
Common Stock
Balance, beginning of peric $ 31z $ 311
Issuance upon exercise of stock options (26,90 womshares for th
three months ended March 31, 20 - -
Shares issued upon vesting of restricted stockawétrds (67,886 and 26,3
common shares for the three months ended MarcB(31l, and 2010, respectively) 1

1
Balance, end of peric $ 314 $ 31z

Additional Paid-In Capital
Balance, beginning of peric $ 189,34t $ 185,84.
Award of common shares released from Employee Behefst (131,799 and 169,3!

common shares for the three months ended MarcB@1, and 2010, respective 1,42¢ 1,064
Shares issued upon vesting of restricted stockawitrds (67,886 and 26,415 comn

shares for the three months ended March 31, 20d 2@h0, respectively 724 222
Issuance upon exercise of stock options (41,825mwmmshares for th

three months ended March 31, 20 34¢ -
Stoclk-based compensation activity, 1 405 66¢
Stock-based income tax benefit (expense) 80 77

Balance, end of peric $ 192,33 $ 187,87¢

Treasury Stock
Balance, beginning of peric $ - $ (36)
Shares issued upon vesting of restricted stockawstrds (3,395 commc

shares for the three months ended March 31, 2 - 36
Issuance upon exercise of stock options (14,378&wamshares for th

three months ended March 31, 20 20¢ -
Repurchase of shares to satisfy tax obligation8{and 5,370 common sha

for the three months ended March 31, 2011 and 2@spectively) (209 (66)
Balance, end of peric $ - $ (66)
Unearned Compensatior
Balance, beginning of peric $ - $ (575
Release of shares from the Employee Benefit TA&LE5 commol
shares for the three months ended March 31, 2 - 165

Balance, end of peric $ - % (410

The accompanying notes are an integral part oktheasolidated financial statements .
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PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Changes in StockholderEquity and Consolidated Statements of Comprehens&vincome(continued)

(Unaudited)
For the three months enc
March 31,
(Dollars in thousands 2011 2010
Retained Earnings
Balance, beginning of peric $ 202,39 $ 181,18
Net income 7,95: 7,98¢
Cash dividends declared and paid on common shd®eb3 per commo
share for the three months ended March 31, 2012amhd, respectively (3,995 (3,94¢)
Issuance upon exercise of stock options (41,825mmmshares for the thr
months ended March 31, 201 (32 -
Shares issued upon vesting of restricted stockawstrds (3,295 commc
shares for the three months ended March 31, z - (8)
Balance, end of peric $ 206,32 $ 185,21
Accumulated Other Comprehensive Los:
Balance, beginning of peric $ (3749 $ (6,579
Change in net unrealized (losses) gains on seesiatrailable for sale, net of taxes
approximately $2,756 and ($1,983) for the three tm@ended March 31, 20:
and 2010, respective (3,490 2,48¢
Amortization of actuarial losses, net of taxes mr@ximately ($61) and ($3:
for the three months ended March 31, 2011 and 2@5pectively 77 42
Amortization of prior service credits, net of taxadsapproximately $5 and
for the three months ended March 31, 2011 and 2@%pgectively (6) (5)
OTTI charges included in income, net of taxes gfragimately ($408) for th
three months ended March 31, 2011 51¢ -
Balance, end of peric $ (6645 $ (4,050
Total Stockholders' Equity $ 39405 $ 368,86
For the three months enc
March 31,
2011 201(
Comprehensive Income
Net income $ 7,95: % 7,98t
Amortization of actuarial losst 77 42
Amortization of prior service credi (6) 5)
OTTI charges included in incor 51¢ -
Unrealized (losses) gains on securities, (3,490 2,48¢
Comprehensive income $ 505z $ 10,50¢

The accompanying notes are an integral part oktheasolidated 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 itdolly-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 FSoperties Inc., are collectiv
herein referred to as the “Company.” The unauditedsolidated financial statements presented in @usrterly 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 accapptinciples 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 ékhelts for such presented periods of the Comp&ueh adjustments are of a nor
recurring nature, unless otherwise disclosed is @uarterly Report. All intecompany balances and transactions have been eladirie
consolidation. The results of operations in therim statements are not necessarily indicativthefresults that may be expected for the
year.

The accompanying unaudited consolidated finanté&kEments have been prepared in conformity withink&uctions to Quarterly Report
Form 10-Q and Article 10, Rule 10-01 of Regulati®# 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 Gesiom (“SEC”).The unaudited consolidated interim financial infation should be rei
in conjunction with the Company’s Annual Reportieorm 10-K for the year ended December 31, 2010.

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

The preparation of financial statements in confeymith GAAP requires management to make estimate$s assumptions that affect
reported amounts of assets and liabilities, andabsire of contingent assets and liabilities atdate of the financial statements, and rept
amounts of revenue and expenses during the reggréiriod. Actual results could differ from thestimates.

3. Earnings Per Share

Earnings per share are computed in accordanceA@t Topic 260 “Earnings Per Share,” which provitlest unvested shatgased payme
awards that contain nonforfeitable rights to divide or dividend equivalents (whether paid or unparé participating securities and as ¢
should be included in the calculation of earnings ghare. Basic earnings per common share is aehfy dividing net income available
common shareholders by the total weighted averageber of common shares outstanding, which includesested participating securiti
The Companys unvested restricted stock and restricted stodkawards are considered participating securifidgerefore, weighted avere
common shares outstanding used for computing le@sitings per common share includes common shatstoding plus unvested restric
stock and restricted stock unit awards. The contjutaof diluted earnings per share includes theitamtdhl dilutive effect of stock optiol
outstanding during the period. Common stock edeita that are antilutive are not included in the computation ofutidld earnings p
common share. The numerator for calculating basicdiluted earnings per common share is net incavadable to common shareholders.

-6-




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

Earnings per common share have been computed bagéd following:

For the three months end

March 31,
2011 2010
(In thousands, except per share de¢
Net income, as reporte $ 795 % 7,98¢
Divided by:
Weighted average common shares outstan 30,62( 30,257
Weighted average common stock equivalents 66 29
Total weighted average common shares outstandidh
common stock equivalents 30,68¢ 30,28¢
Basic earnings per common sh $ 026 $ 0.2¢
Diluted earnings per common share $ 02¢ $ 0.2¢€
Dividend payout ratic 50.(% 50.(%

(1) For the three months ended March 31, 2011, optiopsirchase 560,550 shares at an average exeriieeop$17.62 were not includ
in the computation of diluted earnings per commiwars as they are ardilutive. For the three months ended March 31, 2@p@ions ti
purchase 1,003,513 shares at an average exeriiseopi$15.72 were not included in the computatémliluted earnings per comm
share as they are e-dilutive.

4. Debt and Equity Securities

The Companys investments are classified in one of the follawthree categories and accounted for accordindlytrading securities, (
securities available for sale and (3) securitidd-tematurity.

The Company did not hold any trading securitiesexurities held-tenaturity during the periods presented. Securitiesilable for sale a
recorded at fair value.

The following table summarizes the Company’s pdidgfof securities available for sale at March 3Q12:

Gross Gross
Amortized Unrealizec Unrealizec

Cost Fair Value Gains Losses

(In thousands

U.S. government agenci $ 10,40¢ $ 10247 $ 108 $ 267
Other 34,01 31,35¢ 2 2,657
Mutual funds 20,63( 20,63( - -
Total other securities 65,05 62,23¢ 107 2,92¢
REMIC and CMC 451,07: 444 ,84( 8,98¢ 15,22(
GNMA 74,48 78,51¢ 4,21: 17¢
FNMA 182,93: 183,69! 3,41¢ 2,651
FHLMC 22,89¢ 23,45 55€ -
Total mortgag-backed securitie 731,38 730,50! 17,17: 18,05t
Total securities available for sale $ 796,43 $ 792,74 $ 17,28« $ 20,97¢

Mortgage-backed securities shown in the table aliwclade one private issue collateralized mortgalgiigation (“CMQO”) that is collateralize
by commercial real estate mortgages with an aneaftzost and market value of $13.0 million at Maddh 2011. The remaining mortgage-
backed securities are backed by one-to-four farejdential 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

-7-




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

position, at March 31, 2011.

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 $ 7,73 $ 267 $ 7,73 % 267 $ - $ =
Other 8,90¢ 2,651 2,00( 1 6,90¢ 2,65¢€
Total other securities 16,63¢ 2,92¢ 9,73: 26¢& 6,90¢ 2,65¢€
REMIC and CMC 197,97( 15,22( 164,64¢ 6,51( 33,32« 8,71(
GNMA 15,19: 17¢ 15,19: 17¢ - -
FNMA 98,96 2,651 98,96 2,657 - -
Total mortgag-backed
securities 312,12¢ 18,05¢ 278,80! 9,34¢ 33,32¢ 8,71(
Total securitie:
available for sal $ 328,76t $ 20,97¢ $ 288,53t $ 9,617 $ 40,23( $ 11,36¢

An other-than-temporary impairment (“OTTII)ss on impaired securities must be fully recogmireearnings if an investor has the inter
sell the debt security or if it is more likely thant that the investor will be required to sell thebt security before recovery of its amort
cost. However, even if an investor does not exfmesell a debt security, it must evaluate the etgubcash flows to be received and determi
a credit loss has occurred. In the event that @ditdess has occurred, only the amount of impaimaasociated with the credit loss is recogn
in earnings. Amounts relating to factors other tlwaedit losses are recorded in accumulated otherpoehensive loss (*“AOCL"within
StockholdersEquity. Additional disclosures regarding the caddidn of credit losses as well as factors consiiesethe investor in reaching
conclusion that an investment is not other-thanpimarily impaired are required.

The Company reviewed each investment that had esalired loss at March 31, 2011. An unrealized ®dsts when the current fair value
an investment is less than its amortized cost basisealized losses on available for sale secsritiet are deemed to be temporary
recorded, net of tax, in AOCL. Unrealized losdest tare considered to be other-thamporary are split between credit related and refil
related impairments, with the credit related impent being recorded as a charge against earningpe i€onsolidated Statements of Inc
and the noncredit related impairment being recordedOCL, net of tax.

The Company evaluates its pooled trust preferredrgiees, included in the table above in the robel@d “Other”,using an impairment moc
through an independent third party, which incluggsaluating the financial condition of each coungety. 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 dalieacy and foreclosure levels, projected lossesasibws loss severity levels and cr
enhancement and coverage. In addition, privatei€Os are evaluated using an impairment modeutiir@an independent third party. W
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 efptojected cash flows and the amortized cost lodidtse security recorded as a credit rel
loss against earnings; and (2) for mortghgeked securities, credit related impairment ismeined for each security by estimating lo
based on a set of assumptions, which includes giedincy and foreclosure levels, projected lossegagbus loss severity levels, cre
enhancement and coverage; and (3) in the casevatgissue CMOs, through an impairment model feowindependent third party, and t
recording those estimated losses as a credit dellags against earnings.

U.S Government Agencies:

The unrealized losses on U.S. government agen@es gaused by movements in interest rates. Ittimmicipated that these securities we
be settled at a price that is less than the aneattcost of the Comparg/investment. Each of these securities is perfagnaiccording to it
terms, and, in the opinion of management, will carg to perform according to its terms. The Compdogs not have the intent to sell tr
securities and it is more likely than not the Compavill not be required to sell the securities iefoecovery of the securities amortized
basis. This conclusion is based upon considerirg Gompanys cash and working capital requirements, and cotah and regulato
obligations, none of which the Company believes ld@ause the sale of the securities.

-8-




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

Therefore, the Company did not consider these tmvests to be other-than-temporarily impaired atdas1, 2011.

Other Securities:
The unrealized losses in Other securities at M&th2011, consist of losses on two municipal séiestione single issuer trust prefel
security and two pooled trust preferred securities.

The unrealized losses on the two municipal seegritiere caused by movements in interest ratesntitianticipated 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 oarg 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 iefoecovery of the securities amortized
basis. This conclusion is based upon considerirg Gompanys cash and working capital requirements, and cotah and regulato
obligations, none of which the Company believes latause the sale of the securities. Therefore,Gbmpany did not consider thi
investments to be other-than-temporarily impairelarch 31, 2011.

The unrealized losses on the single issuer triefeped securities and two pooled trust preferreclisties were caused by market inte
volatility, a significant widening of credit spremdcross markets for these securities, and illiguahd 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 seswiting an impairment model, through an indepentterd 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 &pitif the Company to retain its investment in thguier 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 of the banks:

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 n-performing assets plus assets past due over 90diaged by tangible equity plus the reserve
loan losses

= Credit ratings (where applicabl

] Capital issuances within the past year (where epblée)

" Ability to complete FDIC assisted acquisitions (napplicable

Based on the review of the above factors, we caleduhat:
" All of the performing issuers in our pools are wedbitalized banks, and do not appear likely talbsed by their regulator
= All of the performing issuers in our pools will dotue as a going concern and will not default 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 70.00%. For the remaining iss
with a Texas Ratio between 50.00% and 69.99%, 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 riskeféudlt. We assigned a zero default ra
these issuers. Our
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analysis also assumed that issuers currently drefenould default with no recovery, and issuerg tieve defaulted will have no recovery.

We had an independent third party prepare a dideducash flow analysis for each of these pooledttpueferred securities based on
assumptions discussed above. Other significanthgstsons were: (1) no issuers will prepay; (2) semasses will not call the debt on tt
portions; and (3) use of the forward LIBOR curvéeTcash flows were discounted at the effective fateach security. For each issuer tha
assumed a 25% shortfall in the cash flows, the ttlashanalysis eliminates 25% of the cash flow éach issuer effective immediately.

One of the pooled trust preferred securities is ®edays past due and the Company has stoppedirsgénterest. The remaining pooled t
preferred securities as well as the single issuest tpreferred security are performing accordinghteir terms. The Company also owr
pooled trust preferred security that is carriedarrttie fair value option, where the unrealizeddgsare included in the Consolidated Staten
of Income. This security is over 90 days pastalud the Company has stopped accruing interest.

It is not anticipated at this time that the onegldrissuer trust preferred security and the twdqubtrust preferred securities, would be settle
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@wmpany has stopped accruing interest as discads®ae, and, in the opinion of manager
based on the review performed at March 31, 201 catinue to perform according to its terms. T@empany does not have the intent to
these securities and it is more likely than not@oenpany will not be required to sell the secusitiefore recovery of the securitieshortizet
cost basis. This conclusion is based upon consiglelie Company cash and working capital requirements, and cotutah and regulato
obligations, none of which the Company believes lid@ause the sale of the securities. ThereforeCthrapany did not consider the one sii
issuer trust preferred security and the two potlest preferred securities to be other-than-temjidgrinpaired at March 31, 2011.

At March 31, 2011, the Company held six trust pmeie issues which had a current credit rating déast one rating below investment gri
Two of those issues are carried under the fairevalption and therefore, changes in fair value actuded in the Consolidated Statemer
Income — Net gain (loss) from fair value adjustrsent

The following table details the remaining four tryseferred issues that were evaluated to deterifitieey were other-thatemporarily
impaired at March 31, 2011. The class the Compawysdn pooled trust preferred securities does agehany excess subordination. The t
includes singléssuer or pooled trust preferred securities, classnber of performing banks in the security, amzedi cost, fair valu
cumulative credit related OTTI, deferrals/defaal$sa percentage of the original security, expedéderrals/defaults as a percentage of curr
performing issuers and the lowest current rating:

Deferrals/Defaults

Actual as ¢ Expected
Cumulative Percentagt Percentage = Current
Issuer Performing Amortized Fair Credit Related of Original  of Performing Lowest
Type Class Banks Cost Value OTTI Security Collateral Rating
(Dollars in thousands

Single issue n/a 1 $ 30C$ 251 % - None None BB+

Single issue n/a 1 50C 501 - None None BB-
Pooled issue B1 21 5,617 4,08( 2,19¢ 28.2% 2.1% C
Pooled issuer C1 19 3,648 2,57¢ 1,542 25.% 2.5% C

Total $ 10,06: $ 7,407 $ 3,73¢

REMIC and CMO:

The unrealized losses in Real Estate Mortgage tmexg Conduit (“REMIC")and CMO securities at March 31, 2011 consist ofssxes fror
the Federal Home Loan Mortgage Corporation (“FHLNIGive issues from the Federal National Mortgagsdciation (“FNMA”),eight issue
from the Government National Mortgage Associatit@BNMA”) and eight private issues.

The unrealized losses on the REMIC and CMO seesritisued by FHLMC, FNMA and GNMA were caused byemoents in interest rates

is not anticipated that these securities wouldditles] at a price that is less than the amortizesi of the Companyg’investment. Each of the
securities is performing according to its termgj,an
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the opinion of management, will continue to perfaatording to its terms. The Company does not tiaeéntent to sell these securities ar

is more likely than not the Company will not be ugqd to sell the securities before recovery of sleeurities amortized cost basis. -
conclusion is based upon considering the Comacgsh and working capital requirements, and cottahand regulatory obligations, none
which the Company believes would cause the sallbeo$ecurities. Therefore, the Company did nosicar these investments to be other-than:
temporarily impaired at March 31, 2011.

The unrealized losses at March 31, 2011 on REMICG@MO securities issued by private issuers wersaguy movements in interest rate
significant widening of credit spreads across miarker these securities, and illiquidity and unagtty in the financial markets. Each of th
securities has some level of credit enhancemenmtd, reone are collateralized by spbme loans. Currently, six of these securities
performing according to their terms, with two seties remitting less than the full principal amouwe. The principal loss for these -
securities totaled $0.2 million for the quarter eidMarch 31, 2011. These losses were anticipatétei cumulative OTTI charges recordec
these two securities.

Credit related impairment for mortgagacked securities are determined for each sechyitgstimating losses based on the following s
assumptions: (1) delinquency and foreclosure levi@$ projected losses at various loss severitelievand (3) credit enhancement
coverage. Based on these reviews, an OTTI chargereemrded during the quarter ended March 31, 28dne private issue CMO of $
million before tax, of which $0.9 million was chadjagainst earnings in the Consolidated Statenéritecome and $2.7 million before |
($1.5 million after-tax) was recorded in AOCL.

The portion of the above mentioned OTTI, recordadrd) the quarter ended March 31, 2011, that wkde to credit losses was calcule
using the following significant assumptions: (Blidquency and foreclosure levels of 21%; (2) potgd loss severity of 50%; (3) assut
default rates of 10% for the first 12 months, 8%tfee next 12 months, 6% for the next 12 months2¥dhereafter; and (4) prepayment sp
of 10%.

It is not anticipated at this time that the seveugte issue securities for which an OTTI chargarduthe quarter ended March 31, 2011wa:
recorded, would be settled at a price that is thas the current amortized cost of the Comparigvestment. Each of these securitie
performing according to its terms and in the opindd management, will continue to perform accordingheir terms. The Company does
have the intent to sell these securities andritase likely than not the Company will not be reedito sell the securities before recovery o
securities amortized cost basis. This conclusiorbdsed upon considering the Compangash and working capital requirements,
contractual and regulatory obligations, none ofclithe Company believes would cause the sale ehberities. Therefore, the Company
not consider these investments to be other-thapdesmily impaired at March 31, 2011.
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At March 31, 2011, the Company held 16 privatees®MOs which had a current credit rating of at ieae rating below investment gra
Six of those issues are carried under the fairevalption and therefore, changes in fair value actuded in the Consolidated Statemer
Income —Net gain (loss) from fair value adjustments. Thikofeing table details the remaining 10 private BSEMOs that were evaluatec
determine if they were other-thammporarily impaired at March 31, 2011. The tabteludes, by security, amortized cost, fair ve
outstanding principal, cumulative credit related TOTharges, year security was issued, maturity ,daterent rating, location of underlyi
collateral and average FICO score of borrower:

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

Security  Cost Value Principal Recorded Issuance Maturity Rating CA FL VA NY TX MD Score
(Dollars in thousands

1$ 13,44f $10,90¢ $ 15,76: $ 3,27¢ 200¢ 05/25/3¢ D 45% 14% 72C
2 6,19: 5,05¢ 6,29: 10C 200¢ 08/19/3¢ CC 52% 737
3 6,04C 4,35Z 6,581 774 200¢ 08/25/3¢ D 38% 13% 714
4 4,77¢  4,10% 5,39( 582 200¢ 08/25/3¢ CC 36% 15% 12% 10% 727
5 4,11< 3,78i 4,341 171 200¢ 03/25/3¢ CCC 3% 72¢
6 2,987 3,04 3,00¢ - 200t 12/25/3t Baz 3% 73¢€
7 5,72C  3,40¢ 5,99¢ 222 200¢ 05/25/3¢ CC 31% 19% 10% 717
8 1,987 2,02 2,00t - 200¢ 08/25/3¢ B2 28% 73¢
9 1,99C 1,98¢ 2,01¢ - 200t 11/25/3¢ B 3% 17% 11% 734
10 1,74€ 1,70¢ 1,74¢ 200t 11/25/3¢ CCC 46% 74z

Total $ 48,99¢ $40,37: $ 53,14t $ 5,12¢

GNMA:

The unrealized losses on the securities issuedMyI&were caused by movements in interest ratess. ot anticipated that these secur
would be settled at a price that is less than therized cost of the Comparsyinvestment. Each of these securities is perfggraiccording t
its terms, and, in the opinion of management, galitinue to perform according to its terms. The @any does not have the intent to sell ti
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 considerirg Gompanys cash and working capital requirements, and cotah and regulato
obligations, none of which the Company believes lbazause the sale of the securities. Therefore,Gompany did not consider th
investments to be other-than-temporarily impairelarch 31, 2011.

FNMA:

The unrealized losses on the securities issued\iA-were caused by movements in interest rates ftot anticipated that these secur
would be settled at a price that is less than thertized cost of the Compargyinvestment. Each of these securities is perfayraittording t
its terms, and, in the opinion of management, galitinue to perform according to its terms. The @any does not have the intent to sell ti
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 considerirg Gompanys cash and working capital requirements, and cotah and regulato
obligations, none of which the Company believes lbazause the sale of the securities. Therefore,Gompany did not consider th
investments to be other-than-temporarily impairedarch 31, 2011.
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The following table details the total impairment debt securities, as of March 31, 2011, for which €Company has previously recorde
credit related OTTI charge in the Consolidatede3tegnts of Income:

Gross Unrealize Cumulative
Losses Recorde Credit OTT

(in thousands Amortized Cos Fair Value In AOCL Losses

Private issued CMO'@® $ 40,28¢ $ 31,61t $ 8,67, $ 4,00¢
Trust preferred securitiéd 9,26z 6,65¢ 2,607 3,73¢
Total $ 49,55 % 38,27( $ 11,28: % 7,74¢€

(1) The Company has recorded OTTI charges in the Ciladet Statements of Income on six private issueDSMnd two pooled trt
preferred securities for which a portion of the @®Tcurrently recorded in AOCI

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

For the three months enc

(in thousands March 31, 201!

Beginning balanc $ 7,011
Recognition of actual loss: (291)
OTTI charges due to credit loss recorded in eas 92€

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

Ending balanci $ 7,74¢€

The following table details the amortized cost astimated fair value of the Company’s securiti¢essified as available for sale at March 31,
2011, by contractual maturity. Expected maturitidsdiffer from contractual maturities because tmwers may have the right to call or prepay
obligations with or without call or prepayment pkies.

Amortized
Cost Fair Value
(In thousands

Due in one year or le: $ 8462 $ 8,46
Due after one year through five ye. 10,07: 10,17¢
Due after five years through ten ye - -
Due after ten years 46,51¢ 43,597
Total other securitie 65,05: 62,23¢
Mortgage-backed securities 731,38 730,50!
Total securities available for sale $ 796,43" $ 792,74
-13-



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 securitie 52,60¢ 50,117 117 2,60¢
REMIC and CMC 456,21( 453,46! 10,03¢ 12,78
GNMA 81,43¢ 85,95¢ 4,58( 64
FNMA 192,75( 194,54( 3,81: 2,02¢
FHLMC 19,56 20,117 55€ -
Total mortgag-backed securitie 749,96( 754,07 18,98¢ 14,87
Total securities available for s¢ $ 80256: $ 804,18 $ 19,10 $ 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 vafu®1d.6 million at December 31, 2010. The remanmortgagesacked securities ¢
backed by one-to-four family residential mortgagaris.

The following table shows the Compasydvailable for sale securities with gross unredlilbosses and their fair value, aggregated by oat
and length of time that individual securities h&een in a continuous unrealized loss position,etdnber 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 97,25 2,02 97,25¢ 2,02: - -
Total mortgag-backed
securities 323,15: 14,87: 282,82! 7,87( 40,32¢ 7,001
Total securitie:
available for sal $ 340,100 $ 17,48 $ 29261 $ 8,07¢ $ 4748 $ 9,401
5. Loans

Loans are reported at their outstanding princizdafce 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. A-amxrual loan can be returned to accrual status whatractual delinquency returns to
than 90 days delinquent. Subsequent cash paynmesg/ed on nomccrual loans that do not bring the loan to leas B0 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 loanshwiag 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 theuasy 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 arational economic conditions. The CompanyBoard of Directors reviews and apprc
management’s evaluation of the adequacy of thevatae for loan losses on a quarterly basis.

A loan is considered impaired when, based uporeatiinformation, the Company believes it is probathat it will be unable to collect
amounts due, both principal and interest, accortbritpe contractual terms of the loan. Impairedh#oare measured based on the present
of the expected future cash flows discounted atdhe’s effective interest rate or at the laaobservable market price or the fair value o
collateral if the loan is collateral dependentefest income on impaired loans is recorded on & basis. The Compary’manageme
considers all non-accrual loans impaired.

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 uncollectilslecharged against the allowance, and subsequeateses, if any, are credited to

allowance.

We recognize a loan as npetforming when the borrower has indicated theilitplio bring the loan current, or due to otherccimstance
which, in our opinion, indicate the borrower wi# linable to bring the loan current within a reabts#ime, or if the collateral value is deer
to have been impaired. All loans classified as perfoerming, which includes all loans past due 99sdar more, are classified as nacerua
unless there is, in our opinion, compelling evidettee borrower will bring the loan current in tinenhediate future. Appraisals and/or upd.
internal evaluations are obtained as soon as pedcéind before the loan becomes 90 days delinglibetloan balances of collateral depen
impaired loans are compared to the loan’s updated/&lue. The balance which exceeds fair valueh&rgedeff. We review our allowance f
loan losses on a quarterly basis, and record asvispn the amount deemed appropriate, after denisig current year charge-offs, chamafé-
trends, new loan production, current balance byiqadar loan categories and delinquent loans byti@dar loan categories. The Board
Directors reviews and approves the adequacy ddltbherance for loan losses on a quarterly basis.

We use multiple valuation approaches in evaluatimg underlying collateral. These include obtainadhird party appraisal, an inco
approach and a sales approach. When obtained, ghitgl appraisals are given the most weight. Thwerime approach is used for incc
producing properties, and uses current revenusfasrating expenses to determine the net cashofidglae property. Once the net cash flo
determined, the value of the property is calculatsidg an appropriate capitalization rate for thepprty. The sales approach uses compe
sales prices in the market. When we do not obtaid party appraisals, we place greater relianctherincome approach to value the collatt

In preparing internal evaluations of property valuee seek to obtain current data on the subjegquty from various sources, including:
the borrower, (2) copies of existing leases, (8plaoeal estate brokers and appraisers, (4) pudtiords (such as for real estate taxes and
and sewer charges), (5) comparable sales and dattain the market, (6) an inspection of the prigpand (7) interviews with tenants. Inter
evaluations are reviewed by ourhiouse appraiser and/or our Executive Vice PresiGaigf of Real Estate Lending. These internal eatiduns
primarily focus on the income approach and comgarséles data to value the property.

As of March 31, 2011, we utilized recent third paappraisals of the collateral to measure impaitni@n$94.6 million, or 68.8%, of collate
dependent impaired loans, and used internal evahsabf the property value for $43.0 million, or 31.2%, of collateddpendent impairt
loans.

We review each impaired loan to determine if a gbaff is to be recorded or if a valuation allowanséad be allocated to the loan. We do

allocate a valuation allowance to loans for whidah lvave concluded the current value of the undeglgllateral will allow for recovery of tl
loan balance either through the sale of the lodnydobreclosure and sale of the property.
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We recorded net chargdfs for impaired loans of $5.3 million and $2.3llioh during the three months ended March 31, 2@hdl 201(
respectively. The following table shows net loaarge-offs (recoveries) for the periods indicated:

Three Months Ende
March 31, March 31,

(In thousands 2011 201C
Multi-family residentia $ 917 $  1,09:
Commercial real esta 1,95( 14C
One-to-four family — mixec-use property 178 36(
One-to-four family — residentia 1,47¢ 69
Constructior - 862
Small Business Administratic 32¢ 29C
Commercial business and ot} 432 (527

Total net loan charge-offs $ 526¢ $ 2,29

We may restructure a loan to enable a borrowerotdirtue making payments when it is deemed to beuinbest longerm interest. Th
restructure may include reducing the interest oatamount of the monthly payment for a specifiedqukof time, after which the interest r
and repayment terms revert to the original termthefloan. We classify these loans as troubled a=ittuctured (“TDR”).

The Bank reviews its delinquencies on a loan by Ibasis and continually explores ways to help heers meet their obligations and ret
them back to current status. The Bank takes a pveaapproach to managing delinquent loans, indgdionducting site examinations |
encouraging borrowers to meet with a Bank repregieet The Bank has been developing shemna payment plans that enable cel
borrowers to bring their loans current. In addititne Bank has restructured certain problem logneither: reducing the interest rate until
next reset date, extending the amortization petiedeby lowering the monthly payments, deferringaation of the interest payment,
changing the loan to interest only payments foméed time period. At times, certain problem lodrae been restructured by combining n
than one of these options. The Bank believes #sttucturing these loans in this manner will allogrtain borrowers to become and rer
current on their loans. These restructured loaazlassified as TDR. Loans which have been cufoergix consecutive months at the time 1
are restructured as TDR remain on accrual statoang which were delinquent at the time they arguetsired as a TDR are placed on non-
accrual status until they have made timely paymantsix consecutive months. Loans that are reirad as TDR but are not performing
accordance with the restructured terms are exclfided the TDR table below, as they are placed om-acrual status and reported as non-
performing loans.
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The following table shows loans classified as TD&t are performing according to their restructuegchs at the periods indicated:

March 31 December 3:

(In thousands 2011 2010
Accrual Status:
Multi-family residentia $ 107 $ 11,24:
Commercial real esta 2,43¢ 2,44¢
One-to-four family - mixec-use propert 26€ 20€
Constructior 24,21¢ -
Commercial business and ot} 2,00¢ -
Total 30,00( 13,89¢
Non-accrual status:
Multi-family residentia 8,64¢ -
One-to-four family - mixec-use propert 381 -
One-to-four family - residentia 572 -
Total 9,59¢ -
Total performing troubled debt restructured $ 3959 $ 13,89¢

The following table shows non-performing loanshet periods indicated:

March 31 December 3.
(In thousands 2011 2010
Loans 90 days or more past du
and still accruing:

Multi-family residentia $ - $ 102
Commercial real esta 95¢E 3,32¢
Constructior 5,24k -
Commercial business and other 6 6
Total 6,20¢ 3,437
Non-accrual loans:
Multi-family residentia 34,97¢ 35,63
Commercial real esta 22,15 22,80¢
One-to-four family - mixec-use propert 29,21 30,47¢
One-to-four family - residentia 9,45¢ 10,69¢
Constructior 5,16t 4,46
Small business administrati 2,052 1,15¢
Commercial business and ott 6,991 3,41¢
Total 110,00¢ 108,65!
Total non-performing loans $ 116,21 $  112,09:

Loans classified as TDR which are not performingdnordance with their restructured terms are deiduin nonaccrual loans in the immedi
preceding table, and totaled $5.5 million and $8ilion at March 31, 2011 and December 31, 2016peetively.

The interest foregone on n@ecrual loans and loans classified as TDR totad fhillion and $1.8 million for the three monthsded Marc
31, 2011 and 2010, respectively.
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The following table shows an age analysis of oooréed investment in loans at March 31, 2011:

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

(in thousands Past Due Past Due 90 Days Due Current  Total Loan:
Multi-family residentia $ 2333 $ 859(C $ 3497¢ $ 66,907 $1,214,10- $1,281,01.
Commercial real esta 14,24( 4,92¢ 20,80: 39,96¢ 605,77( 645,73t
One-to-four family - mixec-use propert 19,60: 4,81¢ 29,21( 53,63: 667,61( 721,24
One-to-four family - residentia 3,47¢ 1,81: 9,45¢ 14,74¢ 215,08¢ 229,83:
Ca-operative apartmen - - - - 6,151 6,151
Construction loan 4,407 7,73¢ 5,16t 17,31: 51,88! 69,19:
Small Business Administratic 382 71C 333 1,42¢ 17,47 18,90:
Taxi medallion - - - - 88,45¢ 88,45¢
Commercial business and other 3 971 6,63( 7,60¢ 189,701 197,30°

Total $ 6545 $ 29567 $ 106,57 $ 201,59. $3,056,24. $3,257,83.
The following table shows an age analysis of oooréed investment in loans at December 31, 2010:

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

Multi-family residentia $ 30,79¢ $ 7,012 $ 3573t $ 7354¢ $1,178,62 $1,252,17
Commercial real esta 17,167 2,181 26,13 45,48: 617,31: 662,79¢
One-to-four family - mixec-use propert 19,59¢ 6,37¢ 30,47¢ 56,45( 672,36( 728,81(
One-to-four family - residentia 4,82¢ 1,04¢ 10,69t 16,567 224,80¢ 241,37¢
Cc-operative apartmen 13¢ - - 13¢ 6,082 6,21°%
Construction loan 2,90( 5,48¢ 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 $ 80,370 $ 23,09 $ 11209: $ 21556 $3,044,26! $3,259,82
The following are changes in the allowance for ltses for the periods indicated:

For the three montt
ended March 3

(In thousands 2011 201(
Balance, beginning of peric $ 2769 $ 20,32
Provision for loan losse 5,00( 5,00(
Charge-off's (5,320 (2,94%)
Recoveries 51 651
Balance, end of period $ 27,43 $ 23,03.
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The following table shows the activity in the allamce for loan losses for the three months endediMait, 2011:

Ending Balanc Ending Balanc

Beginning Balanc Ending Balanc  Individualy Collectively

December 31 March 31, Evaluated foi  Evaluated foi

(in thousands 2010 Chargew-off's Recoverie Provisior 2011 Impairment Impairment
Multi-family residentia $ 9,007 $ (919 $ 1$ 20tE$ 8,29t $ 97 $ 8,19¢
Commercial real esta 4,90¢ (1,950 - 1,90z 4,85¢ 18C 4,67¢

One-to-four family - mixed-use
property 5,997 (216) 43  (1,86)) 3,961 25 3,93¢
One-to-four family - residentia 93¢ (1,474 - 2,28¢ 1,752 25¢E 1,497
Ca-operative apartmen 17 - - 7 24 - 24
Construction loan 58¢ - - 434 1,02¢ 394 62¢
Small Business Administratic 1,30 (327) 4 76¢ 1,74¢ 64¢ 1,10¢
Taxi medallion 63¢ - - (579 6C - 60
Commercial business and ott 4,304 (43%) 3 1,83¢ 5,70¢ 3,04z 2,66¢
Total $ 2769¢$%  (5320% 51 $ 5,00C $ 27,43( $ 4,64: $ 22,78t¢
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The following table shows our recorded investmanpaid principal balance and allocated allowancdd@an losses, average recorded
investment and interest income recognized for Idhaswere considered impaired at or for the thmesth period ended March 31, 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 $ 37,94 $ 43,69¢ $ - $ 27630 % 72
Commercial real esta 29,25: 33,87: - 20,86¢ 121
One-to-four family mixec-use propert 32,21¢ 34,36 - 19,52¢ 35
One-to-four family residentia 9,891 11,50¢ - 9,14¢ 6
Cc-operative apartmen - - - - -
Constructior 10,41( 12,16 - 20,50( 10t

Non-mortgage loans
Small Business Administratic - - - - -
Taxi Medallion 5 - - -
Commercial Business and ott 17,48: 17,717 - 13,11« 222

Total loans with no related allowance recor 137,19¢ 153,32: - 110,78 561

With an allowance recorde
Mortgage loans

Multi-family residentia 13,03! 13,03 97 23,127 73
Commercial real esta 3,867 3,99 18C 11,75: 26
One-to-four family mixec-use property 1,544 1,55¢ 25 13,98¢ 7
One-to-four family residentia 572 572 25E 1,52¢ 6
Cc-operative apartmen - - - - -
Constructior 24,21 24,217 392 12,10¢ 242
Non-mortgage loans
Small Business Administratic 1,297 1,297 64¢ 1,36t 7
Taxi Medallion - - - - -
Commercial Business and ott 8,051 8,71t 3,04: 7,08¢ 63
Total loans with an allowance recorc 52,57¢ 53,38( 4,64z 70,95¢ 424
Total Impaired Loans
Total mortgage loans $ 16294 $ 17897 $ 95C $ 160,17¢ $ 693
Total non-mortgage loans $ 26,83 $ 27,72¢ $ 369 $ 2156 $ 29z

In accordance with our policy and the Office ofifttSupervision (“OTS") regulations, we designéians as “Special Mention,” which are
considered “Criticized Loans,” and “Substandardybubtful,” or “Loss,” which are considered “Classd Loans,” as deemed necessary. If a
loan does not fall within one of the previous menéd categories than the loan would be considd?ads."We designate a loan as Substan
when a welldefined weakness is identified that jeopardizestiderly liquidation of the debt. We designate anl®oubtful when it displays t
inherent weakness of a Substandard loan with tbedagrovision that collection of the debt in fuh the basis of existing facts, is highly
improbable. We designate a loan as Loss if it &k the debtor is incapable of repayment. Ldaaisare designated as Loss are charged to
the Allowance for Loan Losses. Loans that are murwal are designated as Substandard, Doubtfubss.lWe designate a loan as Special
Mention if the asset does not warrant classificatigthin one of the other classifications, but doestain a potential weakness that deserves
closer attention.
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The following table sets forth the recorded investirin loans designated as Criticized or Classifieilarch 31, 2011

(In thousands Special Mentio Substandal  Doubtful Loss Total
Loans:
Multi-family residentia $ 26,24t $ 49,89 $ - $ - $ 76,13¢
Commercial real esta 22,36¢ 33,12( - - 55,48¢
One-to-four family - mixec-use propert 19,56 33,49 - - 53,05¢
One-to-four family - residentia 4,71( 10,46¢ - - 15,17¢
Ca-operative apartmen 133 - - - 133
Construction loan 4,95¢ 34,627 - - 39,58
Small Business Administratic 36E 1,00¢ 28¢ - 1,662
Commercial business and other 5,571 24,29¢ 1,23¢ - 31,10¢
Total loans $ 83,907 $ 186,90 $ 1527 $ - $ 272,33¢

The following table sets forth the recorded investirin loans designated as Criticized or ClassifieBDecember 31, 201

(In thousands Special Mentio Substandai  Doubtful Loss Total
Loans:
Multi-family residentia $ 20,277 $ 51,62t $ - $ - $ 71,90
Commercial real esta 13,22¢ 32,12( - - 45,34¢
One-to-four family - mixec-use propert 15,54¢ 33,53¢ - - 49,08t
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 $ 72,708 $ 173,80t $§ 123t $ - $ 247,75
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6. Other Real Estate Owned
The following are changes in Other Real Estate @W@®REO”) during the period indicated:

For the three months enc

March 31,
2011 201(
(In thousands
Balance at beginning of peri $ 158t $ 2,26
Acquisitions 98( 51¢
Sales (38€) (987)
Balance at end of peric $ 2,182 $ 1,798

During the three months ended March 31, 2011 ard@®2the Company recorded gross gains from thecdaBREO in the amount of $92,C
and $108,000, respectively. During the three moetided March 31, 2011 and 2010, the Company redogdass losses from the sale
OREO in the amount of $12,000 and $16,000, respayti The net gains / losses on the sale of OREOIrmluded in the Consolidal
Statements of Income in Other operating expenses.

7. Stock-Based Compensation

For the three months ended March 31, 2011 and 200 Companys net income, as reported, includes $1.2 milliod &i.0 million
respectively, of stock-based compensation costs,$5 million and $0.4 million, respectively, afcome tax benefits related to the stock-
based compensation plans.

The Company estimates the fair value of stock agtigsing the Blaclscholes valuation model. Key assumptions usedtimate the fair valu
of stock options include the exercise price ofaherd, the expected option term, the expected ilitlaif the Company’s stock price, the risk-
free interest rate over the optioreXpected term and the annual dividend yield. Then@any uses the fair value of the common stock e
date of award to measure compensation cost forigiest stock unit awards. Compensation cost isgeized over the vesting period of
award using the straight line method. During theeehmonths ended March 31, 2011 and 2010, the Qomgianted 213,095 and 169,
restricted stock units, respectively. There weratock options granted during the three montheeémdiarch 31, 2011 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 authoriresGompensation Committee to grant a variety oftgequompensation awards as wel
long+term and annual cash incentive awards, all of whinh be structured so as to comply with Section(rh$af the Internal Revenue Co
The Company has applied the shares previously améitbby stockholders under the 1996 RestrictedkShacentive Plan and the 1996 St
Option Incentive Plan for use as full value awaadsd nonfull value awards, respectively, for future awatdwler the Omnibus Plan. As
March 31, 2011, there are 80,346 shares availaléufl value awards and 300 shares available for-fill value awards. To satisfy stc
option exercises or fund restricted stock and istett stock unit awards, shares are issued froastng stock, if available, otherwise new sh
are issued. Grants and awards under the 1996i®egtStock 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 filevalue pool on a 3-fof: basis. Th
exercise price per share of a stock option gramt moé be less than the fair market value of the mam stock of the Company, as defined ir
Omnibus Plan, on the date of grant, and may natepdced without the approval of the Compangtockholders. Options, stock apprecie
rights, restricted stock, restricted stock unitd ather stock based awards granted under the Osfilaun 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 retireel@aibility, at which time such awar
fully vest. These amounts are included in stocledasompensation expense.
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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 caatemtil, expiration, forfeiture or other terminatioha full 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, includingeshavhich are withheld from full value awards; 8} the surrender of shares by an a
holder in payment of the exercise price or taxeh wéspect to a full value award. The Omnibus Ridhallow 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.

The following table summarizes the Company'’s fallue awards at or for the three months ended Mait¢cR011:

Weightec-Average

Gran-Date

Full Value Awards Shares Fair Value
Non-vested at December 31, 20 287,00 $ 13.0z
Granted 213,09! 14.5:
Vested (84,140 12.6¢
Forfeited (1,720 13.4¢
Non-vested at March 31, 2011 414,23¢ $ 13.8¢
Vested but unissued at March 31, 2! 102,62¢ $ 13.8¢

As of March 31, 2011, there was $4.7 million oftainrecognized compensation cost related tovested full value awards granted undel
Omnibus Plan. That cost is expected to be recodrozer a weighte@verage period of 3.3 years. The total fair valfiawards vested for t
three months ended March 31, 2011 and 2010 wegerfiillion and $0.7 million, respectively. The vesteut unissued full value awards cor
of awards made to employees and directors wholayible for retirement. According to the terms dietOmnibus Plan, these employees
directors have no risk of forfeiture. These shavitisbe issued at the original contractual vestitages.

Nor-Full Value Awards: The second pool is available for nauit 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, retainedheyGompany as a result of the deliver
the award holder of fewer shares than the numbaenlying the award, or the settlement of the awarchsh.
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The following table summarizes certain informatiegarding the noffull value awards, all of which have been grantedgstck options, at
for the three months ended March 31, 2011:

Weighte«-
Weighte- Average Aggregate
Average Remainin¢ Intrinsic
Exercise Contractue Value

Non-Full Value Awards Shares Price Term  $ (00Q) *

Outstanding at December 31, 2( 1,247,88! $ 14.5]

Grantec - -

Exercisec (41,285 12.71

Forfeited - -
Outstanding at March 31, 2011 1,206,60: $ 1457 40years $ 1,91¢
Exercisable shares at March 31, 2! 1,030,65( $ 14.6¢ 35years $ 1,481
Vested but unexercisable share

March 31, 2011 6,57t $ 15.67 6.6years $ 8

* The intrinsic value of a stock option is the diftnce between the market value of the underlyiocksand the exercise price of
option.

As of March 31, 2011, there was $0.3 million ofatainrecognized compensation cost related to uedesbnfull value awards granted unt
the Omnibus Plan. That cost is expected to be rézed over a weighted-average period of 1.8 yed@ihe vested but unexercisable rfoti-
value awards were made to employees and directbrs ave eligible for retirement. According to thents of the Omnibus Plan, th
employees and directors have no risk of forfeituFaese awards will be exercisable at the origioaltractual vesting dates.

There were no stock options granted or exercisathgluhe three months ended March 31, 2010. Cashepds, fair value received,
benefits, and intrinsic value related to stock @msi exercised and the weighted average grant diatealue for options granted, during the tt
months ended March 31, 2011 are provided in tHevidhg table:

For the three montt

(In thousands ended March 31, 20.
Proceeds from stock options exerci: $ 52t
Tax benefit (expense) related to stock optionscised (64)
Intrinsic value of stock options exercis 79

Phantom Stock Plarthe Company maintains a ngualified phantom stock plan as a supplement tpritéit sharing plan for officers who he
achieved the level of Senior Vice President andralamd completed one year of service. Howeveigar$ 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 shanpign, due to the terms of the pr
sharing plan and the Internal Revenue Code. Empbyeceive awards under this plan proportionathgécamount 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 equitsa(@hantom shares) at the then current markeevaf the 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 contmeldefined in this plan), an employgéiterest is converted to a fixed dollar amourd
deemed to be invested in the same manner as aigshin the Savings Bank’s ngualified deferred compensation plan. Employees wede
this plan 20% per year for 5 years. Employees la¢ssmme 100% vested upon a change of control. Eraptogeceive their vested interest in
plan in the form of a cash lump sum payment oralirsents, as elected by the employee, after temmimaf employment. The Compa
adjusts its liability under this plan to the faalwe of the shares at the end of each period.
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The following table summarizes the Phantom Stoek Rk or for the three months ended March 31, 2011:

Phantom Stock Pls Shares Fair Value
Outstanding at December 31, 2( 30,97C $ 14.0(
Granted 7,26¢€ 14.2¢
Forfeited - -
Distributions (55 14.4¢
Outstanding at March 31, 2011 38,187 $  14.9(
Vested at March 31, 2011 36,87¢ $ 14.9(

The Company recorded stoblesed compensation expense for the Phantom Stackd?I$37,000 and $42,000 for the three monthsd
March 31, 2011 and 2010, respectively. The totamlvfalue of the distributions from the Phantom &tédan was $1,000 and $2,000 for
three months ended March 31, 2011 and 2010, régplyct

8. Pension and Other Postretirement BeriePlans
The following table sets forth information regamlithe components of net expense for the pensiomtg postretirement benefit plans.

Three months ende

March 31,
(In thousands 2011 2010
Employee Pension Pla
Interest cos $ 24 $ 23¢
Amortization of unrecognized lo 158 91
Expected return on plan assets (30¢) (312
Net employee pension expe $ 91 $ 18
Outside Director Pension Ple
Service cos $ 17 $ 16
Interest cos 31 33
Amortization of unrecognized ge (13 (19
Amortization of past service liabili 1C 1C
Net outside director pension expense $ 45 $ 45
Other Postretirement Benefit Pla
Service cos $ 78 % 68
Interest cos 52 52
Amortization of unrecognized lo - 2
Amortization of past service credit (21) (21)
Net other postretirement expe $ 10¢ $ 101

The Company previously disclosed in its Consoliddteancial Statements for the year ended DeceBibe2010 that it expects to contrib
$0.2 million to each of the Company’s Employee Remd$lan (the “Employee Pension Plar@id the Outside Director Pension Plan
“Outside Director Pension Plan”) and $0.1 millianthe other post retirement benefit plans (the BDtRostretirement Benefit Planglyiring
the year ending December 31, 2011. As of Marci2B1]1, the Company has contributed $59,000 to thpl@ree Pension Plan, $21,000 to
Outside Director Pension Plan and $12,000 to theiOPostretirement Benefit Plans. As of March 31112 the Company has not revise
expected contributions for the year ending Decer8hef011.
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9. Fair Value of Financial Instruments

The Company carries certain financial assets andnf€ial liabilities at fair value in accordance WwWiASC Topic 825, Financia
Instruments” (“ASC Topic 825”), and values thoseaficial assets and financial liabilities in accaawith ASC Topic 820, Fair Value
Measurements and Disclosures” (ASC Topic 82&%C Topic 820 defines fair value as the price thatild be received to sell an asset or
to transfer a liability in an orderly transactioativeen market participants at the measurement esti@hlishes a framework for measuring
value, and expands disclosures about fair valuesamements. ASC Topic 825 permits entities to chdogneasure many financial instrum
and certain other items at fair value. At March 3011, the Company carried financial assets arah@ial liabilities under the fair value opt
with fair values of $77.9 million and $31.8 milliprespectively. At December 31, 2010, the Compaayied financial assets and finan
liabilities under the fair value option with faiales of $73.0 million and $32.2 million, respeetix The Company elected to measure a
value securities with a cost of $10.0 million thaire purchased during the three months ended MircB011. During the three months er
March 31, 2010, the Company did not elect to cary additional financial assets or financial ligkgs under the fair value option.

The following table presents the financial assets financial liabilities reported at fair value werdhe fair value option, and the changes ir
value included in the Consolidated Statement oftme — Net gain (loss) from fair value adjustmeatsyr for the periods ended as indicated:

Fair Value Fair Value Changes in Fair Values For ltems Measured at Falé

Measuremen Measurements Pursuant to Election of the Fair Value Opt

at March 31, at December 3 Three Months Ende
(Dollars in thousand: 2011 201(C March 31, 201: March 31, 201(
Mortgage-backed securitie $ 46,817 $ 51,47 $ (602) $ 56¢
Other securitie: 31,11¢ 21,574 (509) 184
Borrowed funds 31,79« 32,22% 42F 862
Net gain from fair value adjustmer() $ (686€) $ 1,61¢

(1) The net gain (loss) from fair value adjustmentsented in the above table does not include gai#8bf000 and losses of $1.7 mill
for the three months ended March 31, 2011 and 2@&pgectively, from the change in the fair valuénbérest rate cap

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 remainmanfial instruments and reports as interest incormeterest expense in the Consolidi
Statement of Income the interest receivable or Ipa@yan the financial instruments selected for the falue option at their respect
contractual rates.

The borrowed funds had a contractual principal amod@ $61.9 million at March 31, 2011 and Decem®g&r 2010 The fair value of borrown
funds includes accrued interest payable of $0.#4aniat March 31, 2011 and December 31, 2010.

The Company generally holds its earning assetgradthian 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 Compasentire 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 depdsit@ibles and other customer relationst
premises and equipment, leases, income taxes)doegtproperties and equity.
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Further, fair value disclosure does not attemptatioie future income or business. These items mawndterial 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 reporédair value are required to be measured basedther: (1) quoted prices in active markets
identical financial instruments (Level 1); (2) sifigant other observable inputs (Level 2); or (B)nificant unobservable inputs (Level 3).

A description of the methods and significant asstimng utilized in estimating the fair value of t@®mpanys assets and liabilities that
carried at fair value on a recurring basis areolevs:

Level 1 —where quoted market prices are available in arvagtiarket. The Company does not value any of getasor liabilities that a
carried at fair value on a recurring basis as Léval March 31, 2011 and December 31, 2010.

Level 2 —when quoted market prices are not available, faloe is estimated using quoted market prices faoilai financial instruments a
adjusted for differences between the quoted ingninand the instrument being valued. Fair value @igo be estimated by using pric
models, or discounted cash flows. Pricing modeingrily use markebased or independently sourced market parameténpuais, including
but not limited to, yield curves, interest rateguiéy or debt prices, and credit spreads. In &mdito observable market information, mot
also incorporate maturity and cash flow assumptidadarch 31, 2011 and December 31, 2010, LevielcRides mortgage related securi
corporate debt and interest rate caps and FederakH.oan Bank of New York (“FHLB-NY") advances.

Level 3 —when there is limited activity or less transpareacyund inputs to the valuation, financial instrumtseare classified as Level 3.
March 31, 2011 and December 31, 2010, Level 3 dedurust preferred securities owned by and jusitrordinated debentures issued by
Company.

The methods described above may produce fair véhatanay not be indicative of net realizable vadueeflective of future fair values. Wh
the Company believes its valuation methods are ggiate and consistent with those of other marlatigpants, the use of differe
methodologies, assumptions, and models to deterfainealue of certain financial instruments copldduce different estimates of fair valu
the reporting date.

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

For the three months end
March 31, 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 (502) -
Net gain from fair valu

adjustment of financial liabilitie - (424)
Decrease in accrued inter: - 8
Change in unrealized losses inclut

in other comprehensive incor (260 =
Ending balance $ 9,382 $ 31,79«
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The following table sets forth the assets and lité®s that are carried at fair value on a recgrhesis, and the method that was use
determine their fair value, at March 31, 2011 amt&nber 31, 2010:

Quoted Price

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 recurring bas
March 3. December 3. March 3. December 3: March 3. December 3. March 31 December 3:
2011 2010 2011 2010 2011 2010 2011 2010

(in thousands
Assets:
Securities available for sa
Mortgage-backed

Securities $ - $ - $730,50t $  754,07" $ - % -$ 730,50 $ 754,07
Other securitie - - 52,85 39,96¢ 9,38 10,14« 62,23¢ 50,11:
Interest rate car. - - 2,54( 2,50¢ - - 2,54( 2,50¢
Total asset $ - $ - $785,89t$  796,55:+$ 9,387 $ 10,144 $ 795,28( $  806,69¢

Liabilities:
Borrowings $ - $ -$ -$ -$ 31,79 $ 32,22¢$ 31,79: $ 32,22¢
Total liabilities $ - $ -$ -$ -$ 31,79 $ 32,22¢$ 31,79 $ 32,22¢

The following table sets forth the Company’s assletd are carried at fair value on a nmewurring basis, and the method that was us
determine their fair value, at March 31, 2011 amt&nber 31, 2010:

Quoted Price

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 no-recurring basi:
March 37 December 3. March 3. December 3: March 3. December 3: March 31 December 3:

2011 2010 2011 2010 2011 2010 2011 2010

(in thousands
Assets:

Impaired loan: $ - 8 -$ - $ -$ 5750 $ 51,61t $ 57,50 $ 51,61¢
Other Real estate own - - - - 2,18 1,58¢ 2,182 1,58¢
Total asset $ - $ -$ - $ - $ 59,68 $ 53,20{ $ 59,68t $ 53,20

The Company did not have any liabilities that weaieried at fair value on a non-recurring basis até¥t 31, 2011 and December 31, 2010.

The estimated fair value of each material clasnaincial instruments at March 31, 2011 and Decem3lie 2010 and the related methods
assumptions used to estimate fair value are asasll

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

The carrying amounts are a reasonable estimatarofdlue.
Securities Available for Sale:
Securities available for sale are carried at failug in the Consolidated Financial Statements. ¥ale 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 quoted
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instrument and the instrument being valued (Levelgut). When there is limited activity or lessrsparency around inputs to the valua
securities are classified as (Level 3 input).

Loans:

The estimated fair value of loans, with carryingoammts of $3,273.9 million and $3,276.3 million aaih 31, 2011 and December 31, 2
respectively, was $3,473.5 million and $3,359.8iorilat March 31, 2011 and December 31, 2010, ciifdy.

Fair value is estimated by discounting the expefittute cash flows using the current rates at wisiohilar 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, witrying amounts of $3,191.6 million and $3,16@i8ion at March 31, 2011 and Decem
31, 2010, respectively, was $3,214.7 million anc2$3.6 million at March 31, 2011 and December 31,®X respectively.

The fair values of demand, passbook savings, NOWhaoney market deposits are, by definition, eqoidhé amount payable on demand a
reporting dates (i.e. their carrying value). Thi fmlue of fixedmaturity certificates of deposits are estimateddiscounting the expect
future cash flows using the rates currently offeieddeposits of similar remaining maturities (Le2enput).

Borrowings:

The estimated fair value of borrowings, with camg/amounts of $660.8 million and $708.7 millionvidrch 31, 2011 and December 31, 2
respectively, was $678.5 million and $736.4 millexrMarch 31, 2011 and December 31, 2010, respbgtiv

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

Interest Rate Caps:

The estimated fair value of interest rate caps atddl 31, 2011 and December 31, 2010 was $1.5 midlimd $7.4 million, respectively. T
Company has not designated the interest rate cagmgnts as hedges as defined under the Derivangsiedging Topic of the FASB AS
Interest rate caps are carried at fair value inGbasolidated Financial Statements in “Other assetd changes in their fair value are recor
through earnings in the Consolidated Statemenksoofme in Net gain (loss) from fair value adjustitiseriThe Company purchased interest
caps during 2009 with a notional amount of $100illian. The Company uses interest rate caps to et exposure to rising interest r
on its financial liabilities without stated matuies. Fair value for interest rate caps is based upoker quotes (Level 2 input). The Comg
recorded gains of $31,000 and losses of $1.7 milidw the three months ended March 31, 2011 an@,2@spectively, from the change in
fair value of interest rate caps.

Other Real Estate Owned:

OREO are carried at the lower of cost or fair valide fair value is based on appraised value tifr@ucurrent appraisal, or sometimes thre
an internal review, additionally adjusted by thereated 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 chaayguhid to enter into similar agreeme
taking into account the remaining terms of the aegrents and the present creditworthiness of theteguerties 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 March 31, 2011 and December 31, 2010, the falues of the above financial instruments approxénhaée recorded amounts of the rel:
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 @itome tax returns with

subsidiaries, with the exception Flushing Finan€iapital Trust Il, Flushing Financial Capital Trudf and Flushing Financial Capital Trust
which file separate Federal income tax returnsasts, and Flushing Preferred Funding Corporatidmnich 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
ended March 31

(In thousands 2011 2010
Federal:
Curren $ 382 $ 514
Deferred 86 (1,199
Total federal tax provision 3,917 3,94¢
State and Loca
Curreni 1,10 1,42
Deferred 39 (215)
Total state and local tax provis 1,14¢ 1,217
Total income tax provisio $ 5058 $ 51617

The income tax provision in the Consolidated Statei® of Income has been provided at effective rafe38.9% and 39.3% for the th
months ended March 31, 2011 and 2010, respectiVeky effective rates differ from the statutory feadéncome tax rate as follows:

For the three montt
ended March 31
(dollars in thousands 2011 2010

Taxes at federal statutory re $ 4,55/ 35.(% $ 4,601 35.(%
Increase (reduction) in taxes resulting frc
State and local income tax, net of Fed

income tax benef 745 5.7 78€ 6.1
Other (241) (1.9) (229) (1.9
Taxes at effective rate $ 5,05¢ 38.€% $ 5,161 39.7%

The Company has recorded a deferred tax asset2f $8illion at March 31, 2011, which is included‘@ther assetsin the Consolidate
Statements of Financial Condition. This represémtsanticipated net federal, state and local tavefis expected to be realized in future y
upon the utilization of the underlying tax attrieatcomprising this balance. The Company has repoateable 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 $18.8 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 realiz
Accordingly, no valuation allowance was deemed sgay for the deferred tax asset at March 31, 2011.
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11. Accumulated Other Comprehensive Incoen(Loss):

The components of accumulated other comprehensoagrie (loss) at March 31, 2011 and December 310 284 the changes during the
period are as follows:

Other
March 31 Comprehensiv December 3:
2011 Income (loss 2010
(In thousands

Net unrealized (loss) gain on securil

available for sal $ (2,069 % (2,972 $ 90z
Net actuarial loss on pension plans

other postretirement benef (4,945 77 (5,022
Prior service cost on pensi

plans and other postretirement bene 36¢ (6) 37¢
Accumulated other comprehensive I $ (6,649 % (2,900 $ (3,749
12. Regulatory Capital

Under OTS capital regulations, the Savings Bantedgiired to comply with each of three separatetabptdequacy standards. At March
2011, the Savings Bank exceeded each of the thie @pital requirements and is categorized as “wvagitalized”by the OTS under tl
prompt corrective action regulations. Set forthobeis a summary of the Savings Basikcompliance with OTS capital standards as of v
31, 2011:

(Dollars in thousands Amount Percent of Asse

Tangible Capital:

Capital leve $398,92: 9.27%

Requiremen 64,55¢ 1.5C

Exces: 334,36° 71.71
Leverage and Core Capital:

Capital leve $398,92: 9.27%

Requiremen 172,14° 4.0C

Exces: 226,77 5.27
Risk-Based Capital:

Capital leve $425,38! 14.0%

Requiremen 241 ,54. 8.0C

Exces: 183,84: 6.0¢
13. New Authoritative Accounting Pronouoements

In January 2010, the FASB issued Accounting Stadelaipdate (“ASU”) No. 201@6, which amends the authoritative accounting guie
under ASC Topic 820. The update requires the Viollg additional disclosures: (1) separately diseltse amounts of significant transfer
and out of Level 1 and Level 2 fair value measumnand describe the reasons for the transfers(rekparately disclose information at
purchases, sales, issuances and settlementsriecthreciliation for fair value measurements usingdle. The update provides for amendm
to existing disclosures as follows: (1) fair valoeeasurement disclosures are to be made for easls of assets and liabilities; and
disclosures are to be made about valuation teckeigund inputs used to measure fair value for bethirring and nonrecurring fair va
measurements. The update also includes conformuingndments to guidance on employefisclosures about postretirement benefit
assets. The
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update is effective for interim and annual repgrigeriods beginning after December 15, 2009, exiweghe disclosures about purchases, <
issuances and settlements in the roll forward ofi& in Level 3 fair value measurements. Thossckbsures are effective for fiscal ye
beginning after December 15, 2010, and for intgpgriods within those fiscal years. Adoption of thjgdate did not have a material effec
the Company’s results of operations or financialdition.

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 financ
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 changesraasons for those changes in the allowance &alitclosses. An entity is required to pro\

disclosures on a disaggregated basis by portfeligpnent 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 affective for interim and annual reporting peridsyinning on or after December 15, 2010.

Note 5 of Notes to Consolidated Financial States1“Loans.”

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, ethiamends the authoritative accounting guidanceeur®SC Topic 310 “
Receivables.” The update provides clarifying guidance as to wdatstitutes a troubled debt restructuring. The tegaovides clarifyin

guidance on a credit@’evaluation of the following: (1) how a restruatgr constitutes a concession; and (2) if the delstagxperiencin

financial difficulties. The amendments in this upedare effective for the first interim or annuatipd 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. 2011are effective for interim and annual periodgibeing on or after June 15, 20

Adoption of this update is not expected to haveatenial effect on the Company’s results of operetior financial condition.

In April 2011, the FASB issued ASU No. 2011-03, elhamends the authoritative accounting guidancemuA&C Topic 860 Transfers an
Servicing.” The amendments in this update remove from the sisges of effective control (1) the criterion redudy the transferor to have
ability to repurchase or redeem the financial @aseatsubstantially the agreed terms, even in teateof 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 13,12@nd should be applied prospectively to tramsastor modifications of existit
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 maificial condition.
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ITEM 2.

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 additiplease read this section in conjunction with @wnsolidated Financii
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 Corporatianc
our consolidated subsidiaries, including FlushirgviBgs Bank, FSB (the “Savings Bank”) and Flush®gmmercial Bank (theCommercie
Bank” and together with the Savings Bank, the “Banks”).

Statements contained in this Quarterly Reportiredab plans, strategies, objectives, economicquerince 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 A498%. Forwardeoking information i
inherently subject to risks and uncertainties, actdial results could differ materially from thoserently anticipated due to a number of fac
which include, but are not limited to, the factset forth in the preceding paragraph and elsewhrethis Quarterly Report, and in ot
documents filed by us with the Securities and ErgeaCommission from time to time, including, withdmitation, our Annual Report ¢
Form 10-K for the year ended December 31, 2010w&at-looking statements may be identified by tesush as “may,” “will,” “should,”
“could,” “expects,” “plans,” “intends,” “anticipatg” “believes,” “estimates,” “predicts,” “forecastspotential” or “continue”or similar term
or the negative of these terms. Although we belidnag the expectations reflected in the forwhkroking statements are reasonable, we ci
guarantee future results, levels of activity, perfance or achievements. We have no obligatiomptate these forward-looking statements.

Executive Summary

We are a Delaware corporation organized in May 1&%e direction of the Savings Bank. The Savigsk was organized in 1929 as a I
York State chartered mutual savings bank. In 199 ,Savings Bank converted to a federally chartenetlal savings bank and change:
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: tihg Commercial Bank, Flushing Preferred FundingpOeation, Flushing Servi
Corporation, and FSB Properties Inc. In Novemb606&? the Savings Bank launched an internet bra@Bbanking.con® . The activities c
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 in ¢tiginations and purchases of one-to-four famibcsing 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, gilynfor residential properties; (3) Small Busiaesdministration (“SBA”)loans and oth
small business loans; (4) mortgage loan surrogatel as mortgage-backed securities; and (5) Wb®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 betweenitiseme 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 interestring liabilities, adjusted for the differencetlire averac
balance of interest-earning assets as compardtetavierage balance of interest-bearing liabiliti¥s. also generate nanterest income froi
loan fees, service charges on deposit accountdgays servicing fees, other fees, income earneBamk Owned Life Insurance (“BOL);
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
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results of operations also can be significantieetid by our periodic provision for loan losses apdcific provision for losses on real es
owned.

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

« continue our emphasis on the origination of mudtiafly 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 m-cultural marketplace, with a particular focus oe #xsian community in Queen

« maintain asset quality;

« manage deposit growth and maintain a low costd$uthrougt

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

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

Our investment policy, which is approved by the Boaf Directors, is designed primarily to manage iifiterest 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 ourrmss and growth strategies, the econ
environment, our interest rate risk exposure, aterest rate sensitivity “gapdosition, the types of securities to be held, atetiofactors. W
classify our investment securities as availablestde.

We carry a portion of our financial assets andrfgial liabilities at fair value and record changegheir 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 tdbesolidated Financial Statements.

At March 31, 2011, total assets were $4,316.9 onlia decrease of $7.8 million, or 0.2%, from $4,32million at December 31, 2010. T¢
loans, net decreased $2.2 million, or 0.1%, dutimg three months ended March 31, 2011 to $3,246lllomfrom $3,248.6 million ¢
December 31, 2010. Loan originations and purchases $99.1 million for the three months ended M&8th2011, an increase of $4.1 mill
from $95.0 million for the three months ended Ma&h 2010. Loan demand has remained at reduceds ldve to the current econor
environment. At March 31, 2011, loan applicationgprocess totaled $164.7 million, compared to $4Rillion at December 31, 2010 ¢
$151.8 million at March 31, 2010.

Management continues to adhere to the Savings Bamkiservative underwriting standards to ensureSthengs Bank continues to origin
quality loans. We also focus on the performancéhefSavings Bank’s existing loan portfolio. Nparforming loans were $116.2 million
March 31, 2011, an increase of $4.1 million fron1 31 million at December 31, 2010. Performing lodeknquent 60 to 89 days totaled $:
million at March 31, 2011, an increase of $2.1 imillfrom December 31, 2010. Performing loans delént 30 to 59 days totaled $€
million at March 31, 2011, a decrease of $8.3 ouillfrom $73.5 million at December 31, 2010. Thearigj of nonperforming loans a
collateralized by residential income producing ndies in the New York City metropolitan area thatain occupied and generate reve
Given New York City’s low vacancy rates, they haeéined 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% ofvéieie of the loars collateral. Net loe
chargeeffs during the three months ended March 31, 20&tevs5 basis points of average loans, which coatioube below the indus
average.
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Total liabilities were $3,922.9 million at March ,32011, a decrease of $11.8 million, or 0.3%, frbecember 31, 2010. During the tk
months ended March 31, 2011, due to depositoreased $28.3 million, or 0.9%, to $3,191.6 millias,a result of an increase of $57.2 mil
in certificates of deposit, partially offset by ecdease of $28.8 million in core deposits. Borrovtetls decreased $47.8 million as the incr
in deposits allowed us to reduce our borrowed funds

Net income for the quarter ended March 31, 2011 $&6 million, the same as that reported for thst fijuarter of 2010. Return on avet
equity was 8.2% for the three months ended Marc2811 compared to 8.8% for the three months enlerdh 31, 2010. Return on aver.
assets was 0.7% for the three months ended Marc2031 compared to 0.8% for the three months edbadh 31, 2010.

The net interest margin increased 23 basis pain&82% for the three months ended March 31, 2éditx 3.39% for the three months en
march 31, 2010. The increase in the net interesgimavas primarily due to a reduction of 54 basisngs in the cost of interefiearing
liabilities for the three months ended March 3112Grom the comparable prior year period. The ease in the cost of interdsearing
liabilities is primarily attributable to reductions the rates paid on deposits combined with a ghifleposit concentrations, as we focuse
increasing the balance of our customer depositdewhthe same time reducing wholesale borrowings.

We recorded a provision for loan losses of $5.0ionilduring the three months ended March 31, 20diich was the same as recorded dt
the three months ended March 31, 2010. The pmvisias deemed necessary as a result of the regudaterly analysis of the allowance
loan losses. The regular quarterly analysis iedam managemest’evaluation of the risks inherent in the varioosmponents of the loi
portfolio and other factors, including historicabh loss experience (which is updated at quartechgnges in the composition and volum
the portfolio, collection policies and experientrends in the volume of non-accrual loans and lecal national economic conditions. See “-
ALLOWANCE FOR LOAN LOSSES.”

The Savings Bank continues to be well-capitalizedeau regulatory requirements at March 31, 2011h witre and riskveighted capital ratic
of 9.27% and 14.09%, respectively.

COMPARISON OF OPERATING RESULTS FOR THE THREE MONTH S ENDED
MARCH 31, 2011 AND 2010

General. Net income for the quarter ended March 31, 204% $8.0 million, or $0.26 per diluted common sh#re,same as that reported
the first quarter of 2010. Return on average equig 8.2% for the three months ended March 31, 20hipared to 8.8% for the three moi
ended March 31, 2010. Return on average asset®.f¥sfor the three months ended March 31, 2011 emetpto 0.8% for the three mon
ended March 31, 2010.

Interest Income. Total interest and dividend income decreased 80l&n, or 1.4%, to $57.0 million for the threeomhs ended March &
2011 from $57.8 million for the three months endéalch 31, 2010. The decrease in interest inconagtitbuted to a 29 basis point declin
the yield of interesearning assets to 5.56% for the three months ehtéedh 31, 2011 from 5.85% in the comparable priearyquarter. Tt
decline in the yield was partially offset by a $1&#illion increase in the average balance of egezarning assets to $4,106.0 million for
three months ended March 31, 2011 from $3,952.1iomifor the comparable prior year period. The 2&ib point decline in the yield
interestearning assets was primarily due to a 20 basig pedtuction in the yield of the loan portfolio td6% for the quarter ended March
2011 from 6.20% for the quarter ended March 3102@bmbined with a 39 basis point decline in theld/on total securities to 4.16% for
quarter ended March 31, 2011 from 4.55% for the gamable period in 2010. In addition, the yield oferestearning assets was negati
impacted by a $110.6 million increase in the corabiaverage balances of the lower yielding secarji@tfolio and interestarning deposi
for the three months ended March 31, 2011, botiwto€h have a lower yield than the yield of totaleirestearning assets. The 20 basis [
decrease in the loan portfolio was primarily dueatdecline in the rates earned on new loan originatcombined with an increase in non-
accrual loans for which we do not accrue interasbine. The 39 basis point decrease in the seauptietfolio was primarily due to ne
securities being purchased at lower yields thare#igting portfolio. The yield on the mortgage Iqaortfolio declined 17 basis points to 6.1
for the three months ended March 31, 2011 from%.23r the three months ended March 31, 2010. Téle yn the mortgage loan portfol
excluding prepayment penalty income, declined 18sbpoints to 6.03% for the three months ended M8t 2011from 6.21% for the thi
months ended March 31, 2010. The decline in th&l yaé interestearning assets was partially offset by an increds®43.3 million in th
average balance of the loan portfolio to $3,248illian for the three months ended March 31, 2011.
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Interest Expense . Interest expense decreased $4.4 million, or%8t® $19.9 million for the three months ended MaBd, 2011 from $24
million for the three months ended March 31, 20IBe decrease in interest expense is due to thectiedun the cost of intereftearing
liabilities, which decreased 54 basis points td®%20for the three months ended March 31, 2011 fro83% for the comparable prior yi
period. This decrease was partially offset withl@&3 million increase in the average balance @rastbearing liabilities to $3,805.9 millic
for the three months ended March 31, 2011 from&3®million for the comparable prior year periothe 54 basis point decrease in the
of interest-bearing liabilities is primarily attritable to the Banks’ reducing the rates it payst®mleposit products and the Bankstus ol
increasing lower costing core deposits and redutiogowed funds. The cost of certificates of defpasioney market accounts, savi
accounts and NOW accounts decreased 59 basis péihtmsis points, 26 basis points and 41 basistpoespectively, for the quarter en
March 31, 2011 compared to the same period in 20Hs resulted in a decrease in the cost of dukepmsitors of 43 basis points to 1.60%
the quarter ended March 31, 2011 from 2.03% fortierter ended March 31, 2010. The cost of borrofuads increased nine basis point
4.41% for the quarter ended March 31, 2011 fror2%.3or the quarter ended March 31, 2010. The coethaverage balances of lonasting
core deposits increased a total of $172.1 millmntfie quarter ended March 31, 2011 compared tedlee period in 2010, while the combi
average balances of highessting certificates of deposits and borrowed futhgldined $64.5 million for the quarter ended MaBdh 2011 fror
the comparable period in 2010.

Net Interest Income. For the three months ended March 31, 2011,ntetdst income was a record $37.2 million, an iaseeof $3.7 millior
or 10.9%, from $33.5 million for the three monthmled March 31, 2010. The increase in net interesime is attributed to an increase in
average balance of interesirning assets of $154.0 million, to $4,106.0 wrillifor the quarter ended March 31, 2011, combinet ar
increase in the net interest spread of 25 basigpt 3.47% for the quarter ended March 31, 20dm f3.22% for the quarter ended March
2010. The yield on interesiarning assets decreased 29 basis points to 5.66%ef three months ended March 31, 2011 from 5.85%e
three months ended March 31, 2010. However, this ware than offset by a decline in the cost of fuatl54 basis points to 2.09% for
three months ended March 31, 2011 from 2.63% fercthmparable prior quarter period. The net intemestgin improved 23 basis points
3.62% for the three months ended March 31, 201t fBo39% for the three months ended March 31, 2&k@luding prepayment pena
income, the net interest margin would have incr@é@&sbasis points to 3.57% for the quarter endectMal, 2011 from 3.35% for the qua
ended March 31, 2010.

Provision for Loan Losses. A provision for loan losses of $5.0 million waorded for the quarter ended March 31, 2011, wivah the san
as that recorded in the quarter ended March 310,281d a decrease of $1.0 million from that recdrfte the quarter ended December
2010. During the three months ended March 31, 2@dt;performing loans increased $4.1 million to $116.@iom from $112.1 million &
December 31, 2010. Net charge-offs for the quateted March 31, 2011 totaled $5.3 million. Nmrforming loans primarily consists
mortgage loans collateralized by residential incgmeducing properties located in the New York Gitgtropolitan market that continue
show low vacancy rates, thereby retaining moréneir tvalue. The current loan-to-value ratio for aonperforming loans collateralized by r
estate was 65.1% at March 31, 2011. We anticifeatevte will continue to see low loss content irs thortfolio that constitutes the majority
our non-performing loans. The Banks' continues taintain conservative underwriting standards. Howegéven the increase in non-
performing loans, the current economic uncertaénténd the chargeffs recorded in the first quarter of 2011, managetnas a result of t
regular quarterly analysis of the allowance fomwéosses, deemed it necessary to record a $3i6mmpkovision for possible loan losses in
first quarter of 2011. See ““ALLOWANCE FOR LOAN LG&S.”

Non-Interest Income. Nonidinterest income for the three months ended Marg2811 was $0.9 million, a decrease of $1.7 milfimm $2.¢
million for the three months ended March 31, 20I@e decrease in non-interest income was primalilg to a $0.9 million other-than-
temporary impairment charge on a private issueatanthlized mortgage obligation recorded duringttiree months ended March 31, 2
compared to none in the three months ended MarcB@ID, and a $0.7 million net loss recorded fanges in assets and liabilities carrie
fair value in the three months ended March 31, 2@ffipared to a $0.1 million net loss recorded enttiree months ended March 31, 2010.

Non-Interest Expense. Non-nterest expense was $20.0 million for the threentin® ended March 31, 2011, an increase of $2.1omjlbi
11.6%, from $17.9 million for the three months ethdiéarch 31, 2010. The increase was primarily duthéogrowth of the Company over
past year, which included the opening of a new ¢hran January 2011, an increase in stock based eosation expense, and an increa:
foreclosure and other real estate owned expensziedaand benefits increased $1.2 million duehtoriew branch, employee salary incre
as of
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January 1, and increases in stock based compemsatiyroll taxes, and employee medical and retirencests. Other operating expe
increased $0.7 million primarily due to an increa@séoreclosure and other real estate owned expdrse efficiency ratio was 50.4% for -
three months ended March 31, 2011 compared to 48B#e three months ended March 31, 2010.

Income before Income Taxes . Income before the provision for income taxesréased $0.1 million, or 1.0%, to $13.0 million tbe thre
months ended March 31, 2011 from $13.1 milliontfar three months ended March 31, 2010 for the resadiscussed above.

Provision for Income Taxes. Income tax expense decreased $0.1 million to $&llion for the three months ended March 31, 2@k
compared to $5.2 million for the three months enbfiedlch 31, 2010. The effective tax rate was 38&8% 39.3% for the three months er
March 31, 2011 and 2010, respectively.

FINANCIAL CONDITION

Assets.  Total assets at March 31, 2011 were $4,316.9amjla decrease of $7.8 million, or 0.2%, from 243 million at December 31, 20
Total loans, net decreased $2.2 million, or 0.1%jnd the three months ended March 31, 2011 to4322million from $3,248.6 million

December 31, 2010. Loan originations and purchases $99.1 million for the three months ended M&th2011, an increase of $4.1 mill
from $95.0 million for the three months ended MaB&h 2010. Loan demand has remained at reducetkldue to the current econor
environment. At March 31, 2011, loan applicationgrocess totaled $164.7 million, compared to $14Rillion at December 31, 2010 ¢
$151.8 million at March 31, 2010.

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

For the three montt
ended March 31

(In thousands 2011 2010
Multi-family residentia $ 46,01¢ $ 38,40
Commercial real esta 1,41¢ 4,60(
One-to-four family — mixec-use property 4,81¢ 12,71:
One-to-four family — residentia 3,35 6,67¢
Ca-operative apartmen - 21¢€
Constructior 1,00¢ 83z
Small Business Administratic 2,32¢ 28¢
Taxi Medallion(®) 23,82« 16,45¢
Commercial business and other lo. 16,29: 14,80:
Total loan originations and purchases $ 99,060 $ 94,98¢

(1) Includes purchases of $12.6 million and $1.8 millior the three months ended March 31, 2011 an@,2@%pectively

As the Savings Bank continues to increase its fmatfolio, management continues to adhere to theng§a Banks conservative underwritil
standards. Non-accrual loans and chaffe-for impaired loans have increased, primarilyedo the current economic environment.
majority of the Savings Bank’s ngrerforming loans are collateralized by residenti@bme producing properties that are occupied ethy
retaining more of their value and reducing the ptiéd loss. The Savings Bank takes a proactive aggr to managing delinquent lo¢
including conducting site examinations and encoaggorrowers to meet with a Savings Bank repregeet. The Savings Bank reviews
delinquencies on a loan by loan basis and confinegaxblores ways to help borrowers meet their ailisns and return them back to cur
status. The Savings Bank has been developing sontpayment plans that enable certain borrowelwitg their loans current. In additit
the Savings Bank has restructured certain probteand by either: (1) reducing the interest ratel uh& next reset date; (2) extending
amortization period thereby lowering the monthlymants; or (3) changing the loan to interest ordyments for a limited time period.
times, certain problem loans have been restructilyetbmbining more than one of these options. Téargs Bank believes that restructul
these loans in this manner will allow certain bareos to become and remain

-37-




PART Il - OTHER INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Management's Discussion & Analysis of Financial Catiition and Results of Operations

current on their loans. These restructured loares dassified as “troubled debt restructured (“TDR3ee — TROUBLED DEBT
RESTRUCUTURED AND NON-PERFORMING ASSETS.”

The Savings Bank has increased staffing to haneliaglient loans by hiring people experienced imlaarkouts. The Savings Bank’s non-
performing assets were $122.7 million at March &111, an increase of $3.9 million from $118.8 roilliat December 31, 2010. Total non-
performing assets as a percentage of total asses 2v84% at March 31, 2011 as compared to 2.758eaémber 31, 2010. The ratio
allowance for loan losses to total non-performiogns was 24% at March 31, 2011 and 25% at Dece®ihe010. See -TROUBLED DEBT
RESTRUCUTURED AND NON-PERFORMING ASSETS.”

During the three months ended March 31, 2011, rage§acked securities decreased $23.6 million, or 3tb%730.5 million. The decrease
mortgagebacked securities during the three months endediMat, 2011 was primarily due to principal repaytaef $38.0 million combine
with a reduction in the fair value of $5.6 milliopartially offset by purchases of $21.5 million.rihg the three months ended March 31, 2
other securities increased $12.1 million, or 24.2962.2 million from $50.1 million. Other secig# primarily consists of securities issuet
government agencies and mutual or bond funds thaist in government and government agency seaurifieiring the three months en
March 31, 2011, there were $13.1 million in purasagartially offset by a reduction in the fair valof $0.8 million.

Liabilities. Total liabilities were $3,922.9 million at March ,32011, a decrease of $11.8 million, or 0.3%, fildetember 31, 2010. Duri
the three months ended March 31, 2011, due to depodncreased $28.3 million, or 0.9%, to $3,19M#lion, as a result of an increase
$57.2 million in certificates of deposit, partiathffset by a decrease of $28.8 million in core d#so Borrowed funds decreased $47.8 mi
as the increase in deposits allowed us to reducbawowed funds.

Equity. Total stockholderséquity increased $4.0 million, or 1.0%, to $394.illiom at March 31, 2011 from $390.0 million at Beunber 31
2010. The increase is primarily due to net incorh&&0 million for the three months ended March 3011, the net issuance of 94,
common shares during the quarter upon vestingsificeed stock awards and the exercise of stoclongt and the annual funding of cer
employee retirement plans through the release wihoon shares from the Employee Benefit Trust. Theseases were partially offset by
declaration and payment of dividends on the Commaogmmon stock of $4.0 million and a decrease lerotomprehensive income of $
million. Book value per common share was $12.5Match 31, 2011 compared to $12.48 at Decembe310Q. Tangible book value |
common share was $12.05 at March 31, 2011 compatgtil.95 at December 31, 2010.

The Company did not repurchase any shares durmdhttee months ended March 31, 2011 under its musteck repurchase program.
March 31, 2011, 362,050 shares remain to be repasechunder the current stock repurchase program.

Cash flow. During the three months ended March 31, 2011ds$uysrovided by the Company's operating activitie®anted to $12.9 millio
The Company's primary business objective is thgimation and purchase of one-to-four family (indghgimixed-use properties), mufamily
residential and commercial real estate mortgagesloand commercial, business and SBA loans. Dutiegthree months ended March
2011, the net total of loan originations and pusgsaess loan repayments and sales was $4.0 miDioting the three months ended March
2011, the Company also funded $34.7 million in pases of securities available for sale. Funds ywenearily provided by increases of $2
million in customer deposits and $38.1 million iropeeds from maturities, sales, calls and prepatsneisecurities available for sale. -
Company also used funds of $47.4 million to redoeeowings and $4.0 million for dividend paymentsidg the three months ended Me
31, 2011.
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INTEREST RATE RISK

The Consolidated Statements of Financial Positeretbeen prepared in accordance with generallypged@ccounting principles in the Uni
States of America, which require the measuremefinaficial position and operating results in temhdistorical dollars without consideri
the changes in fair value of certain investments tduchanges in interest rates. Generally, tirevidue of financial investments such as lc
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 whichccadlersely affect the Compasyesults 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-earningtassd interedtearing liabilities on a continuous basis to maxenieturn and adjust
exposure to interest rate risk. On a quarterlyasanagement prepares the “Earnings and Econoxpiosire to Changes in Interest Rate”
report for review by the Board of Directors, as swsmized below. This report quantifies the potérdfenges 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 Office of Thrift Supervision (“OT)SUurrently places its focus on the net portfolioueglfocusing on a rate shock up or dow
200 basis points. Net portfolio value is definsdfze market value of assets net of the markeewaidlliabilities. The market value of assets
liabilities is determined using a discounted cdstv fcalculation. The net portfolio value ratiotige ratio of the net portfolio value to the ma
value of assets. All changes in income and valeengeasured as percentage changes from the pubjeeténterest income and net portfi
value at the base interest rate scenafize base interest rate scenario assumes intetestabMarch 31, 2011. Various estimates rega
prepayment assumptions are made at each leveltefshack. However, prepayment penalty income iduebed from this analysis. Actt
results could differ significantly from these estites. At March 31, 2011, the Company is within ¢uidelines set forth by the Board
Directors for each interest rate level.

The following table presents the Company'’s interatt shock as of March 31, 2011:

Projected Percentage Chang:
Net Interes Net Portfolio Net Portfolic

Change in Interest Ra Income Value Value Ratic

-200 Basis point -2.71% 12.47%% 14. 7%

-100 Basis point -0.9¢ 6.43 14.1z2

Base interest rai 0.0C 0.0C 13.5¢

+100 Basis point -3.2¢€ -16.2( 11.6¢

+200 Basis point -7.4¢ -31.4¢ 9.84
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AVERAGE BALANCES

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 March 31, 2011 and 2010, and reflecatieeage yield on assets and ave
cost of liabilities for the periods indicated. 8udelds and costs are derived by dividing incomexpense by the average balance of ass
liabilities, respectively, for the periods showfiverage balances are derived from average dailgngals. The yields include amortizatiol
fees which are considered adjustments to yields.

Assets

Interes-earning asset:
Mortgage loans, net (.
Other loans, net (1)

Total loans, net
Mortgage-backed securitie
Other securities

Total securitie
Interes-earning deposits ar

federal funds sol
Total interes-earning assel
Other assets
Total assel

Liabilities and Equity
Interes-bearing liabilities
Deposits
Savings accoun
NOW account
Money market accoun
Certificate of deposit accounts
Total due to deposito
Mortgagors' escrow accounts
Total deposit
Borrowed funds
Total interest-bearing liabilities
Non interes-bearing deposit
Other liabilities
Total liabilities
Equity
Total liabilities and equit

Net interest income
net interest rate spre

Net interes-earning assets
net interest margin

Ratio of interes-earning assets
interes-bearing liabilities

For the three months ended March

2011 2010
Average Yield/ Average Yield/
Balance Interest Cost Balance Interest Cost
(Dollars in thousands
$2,947,020 $ 44,93¢ 6.1(% $2,94356. $ 46,107 6.27%
301,63¢ 3,75¢ 4.9¢ 261,78: 3,571 5.47
3,248,66: 48,69( 6.0( 3,205,34 49,68 6.2(C
743,63 7,85¢ 4,22 653,02¢ 7,58¢ 4.6t
55,80 45E 3.2¢ 59,91t 528 3.4¢
799,44 8,30¢ 4.1¢ 712,94« 8,111 45
57,93t 27 0.1¢ 33,79¢ 13 0.1
4,106,04. 57,02¢ 5.5¢€ 3,952,08! 57,80¢ 5.8t
214,93: 218,78:
$4,320,97 $4,170,87!
$ 376,74t 57¢ 0.61 $ 423,01 92C 0.87
831,02¢ 1,774 0.8t 572,22 1,80¢ 1.2¢
363,61« 45¢ 0.5C 404,02: 97t 0.97
1,514,48I 9,514 2.51 1,263,84! 9,80¢ 3.1C
3,085,86: 12,32: 1.6C 2,663,11, 13,50: 2.0
35,96¢ 12 0.1: 35,21¢ 14 0.1¢€
3,121,83; 12,33« 1.5¢ 2,698,32i 13,517 2.0C
684,03: 7,53 4.41 999,19! 10,78¢ 4,32
3,805,86: 19,87 2.0¢ 3,697,52. 24,30: 2.6
99,11 84,20¢
26,54* 26,63:
3,931,522, 3,808,36.
389,45 362,51!
$4,320,97 $4,170,87!
$ 37,15¢ 3.41% $ 33,50t 3.22%
$ 300,17¢ 3.62% $ 254,56: 3.3%%
1.07X

1.0eX

(1)Loan interest income includes loan fee income (Whincludes net amortization of deferred fees amts;date charges, and prepayr
penalties) of approximately $0.3 million for eadtttte thre-month periods ended March 31, 2011 and 2
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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 three months ended March
(In thousands 2011 2010

Mortgage Loans

At beginning of perioc $ 2,966,891 $ 2,943,21.
Mortgage loans originate:
Multi-family residentia 46,01¢ 38,40¢
Commercial real esta 1,41¢ 4,60(
One-to-four family — mixec-use propert 4,81¢ 12,71:
One-to-four family — residentia 3,35 6,67¢
Cc-operative apartmen - 21€
Construction 1,00¢ 832
Total mortgage loans originat 56,61¢ 63,44(
Less:
Principal and other reductio 67,32: 55,04¢
Sales 3,01¢ 1,28¢
At end of perioc $ 2,953,160 $ 2,950,31!

Commercial Business and Other Loan:

At beginning of perioc $ 29293t $ 260,16(
Other loans originate«
Small business administrati 2,32¢ 28¢
Taxi Medallion 11,26¢ 14,67
Commercial busine: 15,79¢ 13,75:
Other 49¢€ 1,04¢
Total other loans originat 29,88¢ 29,76
Other loans purchase
Taxi Medallion 12,55¢ 1,78:¢
Total other loans purchas 12,55¢ 1,78
Less:
Principal and other reductio 30,572 19,61¢
Sales 14C -
At end of period $ 304,66 $ 272,08¢
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TROUBLED DEBT RESTRUCUTURED AND NON -PERFORMING ASSETS

As the Savings Bank continues to increase its fmatfolio, management continues to adhere to théng§a Banks conservative underwriti
standards. The majority of the Savings Bank’s performing loans are collateralized by residenitilome producing properties that
occupied, thereby retaining more of their value aaducing the potential loss. The Savings Bank dakeroactive approach to manag
delinquent loans, including conducting site exarigmes and encouraging borrowers to meet with arg@mvBank representative. The Sav
Bank has been developing shtatm payment plans that enable certain borrowetwitay their loans current. The Savings Bank regiets
delinquencies on a loan by loan basis and contineiplores ways to help borrowers meet their ailgns and return them back to cur
status. At times, the Savings Bank may restrucduan to enable a borrower to continue making patswhen it is deemed to be in the
longterm interest of the Savings Bank. This restructnag include making concessions to the borrowerttteaSavings Bank would not mé
in the normal course of business, such as redubmgnterest rate until the next reset date, extgnthe amortization period thereby lowetr
the monthly payments, or changing the loan to @geonly payments for a limited time period. At éign certain problem loans have t
restructured by combining more than one of theg®mig. The Savings Bank believes that restructutivgge loans in this manner will all
certain borrowers to become and remain currenhein toans. The Savings Bank classifies these laanEDR. Loans which have been cur
for six consecutive months at the time they ar&wetired as a TDR remain on accrual status. Ledrish were delinquent at the time they
restructured as a TDR are placed on moorual status until they have made timely paymémtssix consecutive months. Loans that
restructured as a TDR but are not performing iroed@nce with the restructured terms are excludenh fthe TDR table below, as they
placed on non-accrual status and reported as ndorméng loans.

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

March 31 December 3:

(In thousands 2011 2010
Accrual Status:
Multi-family residentia $ 1,077 $ 11,24:
Commercial real esta 2,43¢ 2,44¢
One-to-four family - mixec-use propert 26€ 20€
Construction loan 24,21¢ -
Commercial business and ott 2,00( -
Total 30,00( 13,89¢
Non-accrual status:
Multi-family residentia 8,64¢ -
One-to-four family - mixec-use propert 381 -
One-to-four family - residentia 572 -
Total 9,59¢ -
Total performing troubled debt restructured $ 39,59 $ 13,89¢

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 ldamsversed from interest income at the time tfamlis placed on non-accrual statusoans
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:

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

Multi-family residentia $ - % 102
Commercial real esta 95& 3,32¢
Construction loan 5,24t -
Commercial business and other 6 6
Total 6,20¢ 3,43
Non-accrual loans:
Multi-family residentia 34,97¢ 35,63:
Commercial real esta 22,15:; 22,80¢
One-to-four family - mixec-use propert 29,21 30,47¢
One-to-four family - residentia 9,45tk 10,69¢
Construction loan 5,16¢ 4,46¢
Small business administratis 2,052 1,15¢
Commercial business and other 6,991 3,41¢
Total 110,00! 108,65!
Total non-performing loans 116,21: 112,09:
Other non-performing assets:
Real estate acquired through foreclos 2,18 1,58¢
Investment securitie 4,34¢ 5,134
Total 6,53( 6,722
Total non-performing assets $ 122,74. $ 118,81

Loans classified as TDR which are not performingéaordance with their restructured terms are @fedlin nonaccrual loans, and totaled $
million and $2.3 million at March 31, 2011 and Dextxer 31, 2010, respectively.

The Bank’s norperforming assets totaled $122.7 million at Mardh 2011, an increase of $3.9 million from $118.8liori at December 3
2010. Total norperforming assets as a percentage of total assgts 284% at March 31, 2011 as compared to 2.7589eeember 31, 201
The ratio of allowance for loan losses to total4penforming loans was 24% at March 31, 2011 as esetpto 25% at December 31, 2010.

Non-performing investment securities at March 31, 20bt|ude two pooled trust preferred securities lioga$4.3 million for which w
currently are not receiving payments.
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The following table shows our delinquent loans tir&t less than 90 days past due still accruingestend considered performing at the pel
indicated:

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

Multi-family residentia $ 859C $ 2333 $ 3,717 $ 23,93¢
Commercial real esta 3,57¢ 14,24( 2,181 17,16"
One-to-four family - mixec-use propert 4,81¢ 19,60« 6,37¢ 19,59¢
One-to-four family - residentia 1,81: 3,47¢ 1,04¢ 4,95¢
Construction loan 2,49¢ 4,407 5,48¢ 2,90(
Small Business Administratic 1 171 991 41¢
Commercial business and other 60¢ 3 3 4,53¢
Total delinquent loans $ 2190C $ 6524: $ 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 themnitor these assets, and, in accordance witlpolicy and OTS regulations, we desigr
them as “Special Mention,” which is considered aiti€ized Asset,” and “Substandard,” “Doubtful,” dtoss,” which are consider:
“Classified Assets,” as deemed necessary. We d@g@n asset as Substandard when adeéithed weakness is identified that jeopardize
orderly liquidation of the debt. We designate aseigs Doubtful when it displays the inherent weskrof a Substandard asset with the a
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 aségtlate as Loss are charged to the Allowance danlLosses. Assets that are @merua
are designate as Substandard, Doubtful or Lossd&¥mynate an asset as Special Mention if the dsgstnot warrant designation within on
the other categories, but does contain a potenwgakness that deserves closer attention. Our @itatized and Classified assets were $3
million at March 31, 2011, an increase of $16.dionlfrom $323.7 million at December 31, 2010.
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The following table sets forth the Banks’ assetsgleated as Criticized and Classified at March2Ri1L1:

(In thousands Special Mentio Substandal  Doubtful Loss Total
Loans:

Multi-family residentia $ 26,248 $ 49,89 $ -9 - $ 76,13¢
Commercial real esta 22,36¢ 33,12( - - 55,48¢
One-to-four family - mixec-use propert 19,56 33,49 - - 53,05¢
One-to-four family - residentia 4,71( 10,46¢ - - 15,17¢
Cc-operative apartmen 13¢ - - - 133
Construction loan 4,95¢ 34,621 - - 39,58
Small Business Administratic 365 1,00¢ 28¢ - 1,66z
Commercial business and other 5,571 24,29¢ 1,23¢ - 31,10¢
Total loans 83,90 186,90! 1,523 - 272,33

Investment Securities: @

Pooled trust preferred securiti - 16,04 - - 16,04
Private issue CMO - 49,34¢ - - 49,34¢
Total investment securitie - 65,39 - - 65,391
Other Real Estate Own - 2,182 - - 2,182
Total $ 83,907 $ 25447¢ $ 1527 $ - $ 339,91

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 72,70¢ 173,80t 1,23¢ - 247,75:.

Investment Securities: @

Pooled trust preferred securiti - 16,45’ - - 16,457
Mutual funds - 4,08 - - 4,08
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 asiisges available for sale and as such are caatettieir fair value in our Consolida
Financial Statements. The securities above hait adflue of $58.2 million and $65.0 million at M&r81, 2011 and December 31, 2(
respectively. Under current applicable regulatonjdglines, we are required to disclose the classifnvestment securities, as show
the tables above, at their book values (amortizesd, ©r fair value for securities that are undex fir value option). Additionally, tl
requirement is only for the Banksécurities. Flushing Financial Corporation had ongual fund security classified as Substandard e
market value of $1.6 million at December 31, 201l®.addition, Flushing Financial Corporation hadtyrivate issue trust preferi
securities classified as Substandard with a conahimarket value of $0.8 million at March 31, 2014 &ecember 31, 201
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On a quarterly basis, all mortgage loans that astgthated as Substandard or Doubtful are internelliewed for impairment, based on upd
cash flows for income producing properties or updahdependent appraisals. The loan balancesliateral dependant impaired loans
then compared to the loans updated fair value.bBEfnce which exceeds fair value is charged-afiiéoallowance 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 investsmnurities that are held at the Savings Bank ast&8ntiard at March 31, 2011. Our class
investment securities at March 31, 2011 held bySaeings Bank include 16 private issue CMOs ratddwb investment grade by one or i
of the rating agencies, three issues of pooled preferred securities, and one private issue prefierred security. The Investment Secur
which are classified as Substandard at March 311 20e securities that were rated investment gndds we purchased them. These secu
have each been subsequently downgraded by atdeastating agency to below investment grade. ThHradgrch 31, 2011, these securit
with the exception of two of the pooled trust predel securities and three private issue CMOs, naati to pay interest and principal
scheduled. We test each of these securities glyafteiimpairment, through an independent thirdtpar

ALLOWANCE FOR LOAN LOSSES

We have established and maintain on our books lawahce for loan losses that is designed to proedeserve 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 upd:
guarterly), changes in the composition and voludthe portfolio, collection policies and experientends in the volume of namccrual an
classified loans and local and national economitit®ns. The determination of the amount of tHevehnce for loan losses includes estim
that are susceptible to significant changes duehmges in appraisal values of collateral, nati@mal local economic conditions and o
factors. We incurred total net chargfs of $5.3 million and $2.3 million during thertre months ended March 31, 2011 and 2010, respéc
The national and regional economies were genecalhgidered to be in a recession from December 2@@ugh the middle of 2009. This |
resulted in increased unemployment and declinioggnty values, although the property value declingbe New York City metropolitan ar
have not been as great as many other areas obtimerg. While the national and regional economiagehshown signs of improvement si
the second half of 2009, unemployment has remahetevated levels. The deterioration in the econbas resulted in an increase in our non-
performing loans, which totaled $116.2 million atidh 31, 2011 and $112.1 million at December 31020 he Savings Ban&'underwritin
standards generally require a loanvedue ratio of no more than 75% at the time thenl@m originated. At March 31, 2011, the avel
outstanding principal balance of our nperforming loans was 65.1% of the estimated cursaitie of the supporting collateral, a
considering the charge-offs that have been recoMkdhave not been affected by the defaults ofpgithe mortgages as we do not origin
or hold in portfolio, sutprime mortgages. A provision for loan losses oD$&illion was recorded for the three months endexddi 31, 201
and 2010.

We review our loan portfolio by separate categonéh 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 acrual loans are considered impai
Impaired loans secured by real estate are revidvesgd on the fair value of their collateral. In mection with the determination of
allowance, the market value of collateral ordinard evaluated by our staff appraiser. On a quigrtessis, the estimated values of impa
mortgage loans are internally reviewed, based atatgg cash flows for income producing properties] at times an updated indepent
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 enlgased on the fair value of the collate
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 TDR are evalusit@sked on the projected discounted cash flow ofreéstructured loan at the loans effec
interest rate prior to restructuring. A portiontbé allowance for loan losses is allocated in tim@wnt by which the recorded investment in
TDR exceeds the discounted cash flow. For colfateralized impaired loans, management estinatggecoveries that are anticipated for
loan. A portion of the allowance is allocated tonfuwllateralized based on these estimates. Basetheomeview of impaired loans, whi
includes loans classified
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as TDR, a portion of the allowance was allocatedhtpaired loans in the amount of $4.6 million arib® million at March 31, 2011 a
December 31, 2010, respectively.

General provisions are established against perfgrniioans in our portfolio in amounts deemed prudgntmanagement. A portion of t
allowance is allocated to the remaining portfolaséd on historical loss experience. In the firgtrigr 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 allowarsellocated based on current economic condititrteads in delinquency and classified lo.
and concentrations in the loan portfolio. Basedtmse reviews, management concluded the gener@mparf the allowance should be $2
million and $11.8 million at March 31, 2011 and Beter 31, 2010, respectively, resulting in a tatiddwance of $27.4 million and $2°
million at March 31, 2011 and December 31, 2018peetively. The Board of Directors reviews and agps the adequacy of the allowance
loan losses on a quarterly basis. Management haduoed, and the Board of Directors has concurtteat, at March 31, 2011, the allowa
was sufficient to absorb losses inherent in oun lpartfolio.

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

For the three months ended March

(Dollars in thousands 2011 2010
Balance at beginning of peri $ 27,69¢ $ 20,32«
Provision for loan losse 5,00( 5,00(C

Loans charge-off:

Multi-family residentia (91¢) (1,099

Commercial real esta (2,950 (140

One-to-four family — mixec-use propert (21€) (360)

One-to-four family — residential (1,479 (69

Constructior - (862)

Small Business Administratic (327) (334)

Commercial business and ot (43%) (81)

Total loans charged-off (5,320 (2,947

Recoveries

Multi-family residentia 1 5

One-to-four family — mixec-use property 43 -

Small Business Administratic 4 44

Commercial business and otl 3 602

Total recoverie 51 651

Net charg-offs (5,269 (2,292
Balance at end of peric $ 27,43C  $ 23,03:
Ratio of net charc-offs during the period t

average loans outstanding during the pe 0.65% 0.2%%
Ratio of allowance for loan losses to gross lodrend of perioc 0.84% 0.71%
Ratio of allowance for loan losses to -performing

assets at end of peri 22.3t% 23.3t%
Ratio of allowance for loan losses to -performing

loans at end of peric 23.6(% 25.1%%

-47-



PART Il - OTHER INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES

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 &webults 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 tlifeetiveness of the design and operation of the gamy’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 ofrbta31, 2011, the design and operatic
these disclosure controls and procedures weret#ecDuring the period covered by this QuartdRigport, there have been no changes i
Company'’s internal control over financial reportitigat have materially affected, or are reasonaktlyl to materially affect, the Comparsy’
internal control over financial reporting.

PART Il - OTHER INFORMATION
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 Company'salidated financial condition, results
operations and cash flows.
ITEM 1A. RISK FACTORS
There have been no material changes from the aitorfs disclosed in the Company’s Annual Reporfform 10-K for the year ended
December 31, 2010.
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

The following table sets forth information regamlithe shares of common stock repurchased by thep@wynduring the quarter ended Me
31, 2011:

Maximum

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

Period Purchase Paid per Sha  or Program: or Program:
January 1 to January 31, 2C -$ > = 362,05(
February 1 to February 28, 20 - - - 362,05(
March 1 to March 31, 201 - - - 362,05(

Total -3 - -

Our current common stock repurchase program wasoeeg by the Compang’Board of Directors on August 17, 2004. This repas
program authorized the repurchase of 1,000,000 aamshares. The repurchase program does not haxepaation date or a maximum do
amount that may be paid to repurchase the commamesh Stock repurchases under this program withade from time to time, on the o}
market or in privately negotiated transactionghatdiscretion of the management of the Company.

ITEM 4. RESERVED
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ITEM 6. 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$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@@&glka Flushing Financial Corporation, and Compians Trust
Company N.A., as Rights Agent (

10.1 Flushing Financial Corporation Annual IncentiverPtar Executives and Senior Officers.

31.1 Certification pursuant to Section 302 of the Sads-Oxley Act of 2002 by the Chief Executive Offic

31.2 Certification pursuant to Section 302 of the Sads-Oxley Act of 2002 by the Chief Financial Offic

32.1 Certification Pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarkey @ct of 2002 by

the Chief Executive Office

32.2 Certification Pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarkey @ct of 2002 by
the Chief Financial Office

(1) Incorporated by reference to Exhibits filedwibhe Registration Statement on For-1 filed
September 1, 1995, Registration No-96488.

(2) Incorporated by reference to Exhibits filediwitorm &K filed September 26, 200

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

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

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

(6) Incorporated by reference to Exhibit filed wikbrm ¢-K filed September 11, 20(
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SIGNATURES

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

Flushing Financial Corporation,

Dated:May 9, 2011 By: /s/John R. Bura
John R. Buran
President and Chief Executive Offic

Dated: May 9, 2011 By: /s/David W. Fry
David W. Fry

Executive Vice President, Treasurer and
Chief Financial Office
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Exhibit No. Description

3.1 Certificate of Incorporation of Flushing Financiabrporation (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$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@@glka Flushing Financial Corporation, and Compizns Trust
Company N.A., as Rights Agent (

10.1 Flushing Financial Corporation Annual IncentiverPtar Executives and Senior Officers.

31.1 Certification pursuant to Section 302 of the Sads-Oxley Act of 2002 by the Chief Executive Offic

31.2 Certification pursuant to Section 302 of the Sads-Oxley Act of 2002 by the Chief Financial Offic

32.1 Certification Pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarkey @ct of 2002 by
the Chief Executive Office

32.2 Certification Pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarkey @ct of 2002 by

the Chief Financial Office

(1) Incorporated by reference to Exhibits filedwibe 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 filediwitorm 1(-Q for the quarter ende
September 30, 200

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

(6) Incorporated by reference to Exhibit filed witbrm ¢-K filed September 11, 200
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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 statememig,other financial information included in théport, fairly present in all material
respects the financial condition, results of operetand cash flows of the registrant as of, amdtfe 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 procedaontes 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:May 9, 2011 By: /s/John R. Bura
John R. Buran
President and Chief Executive Officer



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 statememig,other financial information included in théport, fairly present in all material
respects the financial condition, results of operetand cash flows of the registrant as of, amdtfe 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 procedaontes 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: May 9, 2011

By: /s/David W. Fry

David W. Fry

Executive Vice President, Treasurer and
Chief Financial Officer
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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 Folf-Q for the period ended March
31, 2011 as filed with the Securities and Exchabgmmission on the date hereof (the “Report”), hAd®. Buran, Chief Executive
Officer of the Corporation, certify, pursuant to W8.C. Section 1350, as adopted pursuant to $e@€i6 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 SecuritieshHange 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
May 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 Foli®-Q for the period ended March
31, 2011 as filed with the Securities and Excha@gmmission on the date hereof (the “Report”), lyidaV. Fry, Chief Financial
Officer of the Corporation, certify, pursuant to W8.C. Section 1350, as adopted pursuant to $e8@6 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 Securitieshiange Act of 1934; and

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

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

Chief Financial Officer
May 9, 2011



