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PART | — FINANCIAL INFORMATION

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Financial Condition

(Unaudited)
Item 1. Financial Statements
June 30 December 31
(Dollars in thousands, except per share d¢ 2012 2011
ASSETS
Cash and due from ban $ 41,21¢  $ 55,721
Securities available for sal
Mortgage-backed securities ($30,968 and $37,787 at fairevplursuant tthe fair value option at June 30, 2012 and Decer@8be2011, respectivel 738,09¢ 747,28¢
Other securities ($31,377 and $30,942 at fair valursuant to the faivalue option at June 30, 2012 and December 31, Bsectively’ 221,91t 65,24
Loans available for sa 74C -
Loans:
Multi-family residentia 1,453,04! 1,391,22:
Commercial real esta 552,51: 580,78
One-to-four family — mixec-use propert 669,91! 693,93:
One-to-four family — residentia 208,27: 220,43:
Cc-operative apartmen 6,83¢ 5,50¢
Constructior 39,511 47,14(
Small Business Administratic 11,23t 14,03¢
Taxi medallion 37,291 54,32¢
Commercial business and ott 242,96 206,61«
Net unamortized premiums and unearned loan 13,911 14,88¢
Allowance for loan losses (30,899 (30,349
Net loans 3,204,591 3,198,53
Interest and dividends receival 18,70¢ 17,96¢
Bank premises and equipment, 23,50¢ 24,415
Federal Home Loan Bank of New York stc 36,847 30,24
Bank owned life insuranc 84,83¢ 83,45¢
Goodwill 16,127 16,127
Core deposit intangibl 7032 937
Other assets 48,532 48,01¢
Total assets $ 4435820 $ 4,287,94!
LIABILITIES
Due to depositors
Non-interest bearin $ 139,51( $ 118,50°
Interes-bearing:
Certificate of deposit accour 1,500,48: 1,529,111
Savings accouni 322,72¢ 349,63(
Money market accoun 166,87 200,18
NOW accounts 971,12¢ 919,02¢
Total interes-bearing deposit 2,961,211 2,997,95.
Mortgagors' escrow deposits 35,88( 29,78¢
Borrowed funds ($24,356 and $26,311 at fair valuespant to the faivalue option at June 30, 2012 and December 31,,28%fiectively’ 641,70t 499,83¢
Securities sold under agreements to repurc 185,30( 185,30(
Other liabilities 41,24¢ 39,65¢
Total liabilities 4,004,86. 3,871,03i
STOCKHOLDERS' EQUITY
Preferred stock ($0.01 par value; 5,000,000 shawdsorized; None issue - -
Common stock ($0.01 par value; 100,000,000 sharg®ezed; 31,530,595 shares issued at June 3@, &0d December 31, 2011; 30,949,332 shares
30,904,177 shares outstanding at June 30, 2012December 31, 2011, respective 31t 31t
Additional paic-in capital 197,70¢ 195,62¢
Treasury stock, at average cost (581,263 share6261d18 shares «June 30, 2012 and December 31, 2011, respecti (7,08¢) (7,355
Retained earning 231,22 223,51(
Accumulated other comprehensive income, net ofstaxe 8,80« 4,817
Total stockholders' equity 430,96¢ 416,91:
Total liabilities and stockholders' equity $ 443582 $ 4,287,94!

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

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES

Consolidated Statements of Income
(Unaudited)

For the three montt
ended June 3(

For the six month
ended June 3C

(Dollars in thousands, except per share d¢ 2012 2011 2012 2011
Interest and dividend income
Interest and fees on loa $ 46,120 $ 48,127 $ 92,68: $ 96,811
Interest and dividends on securiti
Interes: 8,04t 8,14¢ 15,67¢ 16,25¢€
Dividends 20t 202 412 404
Other interest income 11 27 28 54
Total interest and dividend income 54,38¢ 56,49¢ 108,79¢ 113,52¢
Interest expense
Deposits 10,22¢ 12,35¢ 21,13t 24,68¢
Other interest expense 5,872 7,35(C 12,032 14,88
Total interest expense 16,091 19,70/ 33,167 39,57¢
Net interest income 38,28 36,79¢ 75,63: 73,95(
Provision for loan losses 5,00( 5,00( 11,00 10,00(
Net interest income after provision for loan losses 33,28 31,79¢ 64,63 63,95(
Non-interest income (loss'
Other-than-temporary impairment ("OTTI") charge (6,21¢) - (6,21¢) (3,939
Less: Non-credit portion of OTTI charge recorde®ither Comprehensive Income, before taxes 5,44: - 5,44: 3,018
Net OTTI charge recognized in earnir (77€) - (77€) (926)
Loan fee incomi 634 51¢& 1,10C 94¢
Banking services fee income 40¢ 38¢ 864 84¢
Net gain on sale of loar 39 - 39 -
Net gain from sale of securiti - - - -
Net loss from fair value adjustmer (562) (165) (1,010 (820)
Federal Home Loan Bank of New York stock divide 33¢ 34z 723 842
Bank owned life insuranc 68¢ 69E 1,38¢ 1,362
Other income 337 36C 661 75C
Total non-interest income 1,10¢ 2,13¢ 2,98¢ 3,00€
Non-interest expense
Salaries and employee benefits 10,457 9,682 21,49¢ 19,70¢
Occupancy and equipme 1,91¢ 1,874 3,84¢ 3,741
Professional service 1,55¢ 1,637 3,27¢ 3,23¢
FDIC deposit insuranc 1,087 951 2,10 2,37¢
Data processin 1,051 1,181 2,027 2,18¢
Depreciation and amortizatic 78E 77¢ 1,61¢ 1,54¢
Other real estate owned/foreclosure expe 59¢E 531 1,307 868
Other operating expenses 2,792 2,23( 6,097 5,21¢
Total non-interest expense 20,23¢ 18,86¢ 41,77 38,88(
Income before income taxe 14,15¢ 15,06¢ 25,84: 28,07¢
Provision for income taxes
Federa 4,23¢ 4,56¢ 7,86( 8,47¢
State and local 1,28: 1,427 2,217 2,578
Total taxes 5,51¢ 5,991 10,073 11,04¢
Net income $ 8,631 $ 9,072 $ 15,766 $ 17,023
Basic earnings per common share $ 026 $ 0.2¢ % 05z $ 0.5t
Diluted earnings per common shi $ 026 $ 0.2¢ $ 05z $ 0.5
Dividends per common sha $ 0.1z $ 0.1z $ 026 $ 0.2€

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

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Comprehensive Income

(Unaudited)
For the three months end For the six months ende
June 30 June 30
(Dollars in thousands 2012 2011 2012 2011
Comprehensive Income
Net income $ 8,631 $ 9,07¢ $ 15,76¢ $ 17,027
Amortization of actuarial losst 14¢ 79 29¢ 15€
Amortization of prior service credi ) ) (13 (13
OTTI charges included in incor 437 - 437 518
Unrealized gains (losses) on securities, net 2,052 3,93: 3,26¢ 443
Comprehensive income $ 11,266  $ 13,07¢  $ 19,757 $ 18,131

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

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Cash Flows

(Unaudited)
For the six months ende
June 30
(Dollars in thousands 2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 15,76¢ $ 17,027
Adjustments to reconcile net income to net cashigeal by operating activities
Provision for loan losse 11,00( 10,00(
Depreciation and amortization of bank premises equipmen 1,61¢ 1,54t
Net gain on sale of loal (39 -
Amortization of premium, net of accretion of cbsint 3,21( 2,79¢
Net loss from fair value adjustments 1,01C 82C
OTTI charge recognized in earnir 77€ 92€
Income from bank owned life insurar (1,38%) (1,362)
Stock-based compensation expense 2,21¢ 1,66:
Deferred compensatic (309 244
Amortization of core deposit intangibl 234 234
Excess tax benefit from stc-based payment arrangeme (78) (205)
Deferred income tax provisic (485) (569)
Decrease in prepaid FDIC assessn 1,95¢ 2,17¢
Increase (decrease) in other liabilit 4,13¢ (844
Increase in other assets (3,839 (7,549
Net cash provided by operating activities 35,79¢ 26,91(
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of bank premises and equipr (709) (1,27%)
Net purchase of Federal Home Loan Bank of New Yabr&res (6,602) (2,42))
Purchases of securities available for ¢ (225,43() (119,467
Proceeds from maturities and prepayments of séesiavailable for sal 82,28¢ 68,36:
Net (originations) and repayments of loi (37,967 38,14¢
Purchases of loar (3,45€) (14,455
Proceeds from sale of real estate ow 1,22¢ 51&
Proceeds from sale of delinquent loans 16,49¢ 7,76€
Net cash used in investing activities (174,159 (22,824
CASH FLOWS FROM FINANCING ACTIVITIES
Net increase in nc-interest bearing deposi 21,002 12,91«
Net decrease in inter-bearing deposits (37,249 (87,729
Net increase in mortgagors' escrow depc 6,09¢ 5,32¢
Net proceeds from sh-term borrowed fund 60,74( 104,63¢
Proceeds from lor-term borrowings 162,51¢ 26,33¢
Repayment of lor-term borrowings (80,000 (75,41¢)
Purchases of treasury stc (2,229 (379
Excess tax benefit from stc-based payment arrangeme 78 205
Proceeds from issuance of common stock upon exeofistock option 814 2,01¢
Cash dividends paid (7,93) (8,010
Net cash provided by (used in) financingvities 123,85( (20,09)
Net decrease in cash and cash equiva (14,509 (16,009
Cash and cash equivalents, beginning of period 55,721 47,78¢
Cash and cash equivalents, end of period $ 41,21¢  $ 31,78¢
SUPPLEMENTAL CASH FLOW DISCLOSURE
Interest paic $ 32,87¢ $ 39,21(
Income taxes pai 11,57 13,65¢
Taxes paid if excess tax benefits were not tax dole 11,651 13,861
Non-cash activities
Loans transferred to real estate ow 1,632 1,861
Loans provided for the sale of real estate ow 1,42¢ 1,34t
Loans held for investment transferred to avaddbl sale 74C -

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

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

For the six months ende

June 30

(Dollars in thousands, except per share d¢ 2012

2011

Common Stock

Balance, beginning of peric $ 31t $ 2
Issuance upon exercise of stock options (155,06inwon shares for thsix months ended June 30, 20 - 1
Shares issued upon vesting of restricted stockawvétrds (119,600 commons shares for the six marttded June 30, 2011) - 1
Balance, end of period $ 31 $ 31E
Additional Paid-In Capital
Balance, beginning of peric $ 195,62¢ $ 189,34¢
Award of common shares released from Employee Behefst (150,564 and 135,61common shares for the six months ended June 3@, &0d 2011, respective 1,39¢ 1,46¢
Shares issued upon vesting of restricted stockawsirds (113,072 and 119,600 common shares faixhmonths ended June 30, 2012 and 2011, respggtiv 317 1,667
Issuance upon exercise of stock options (102,5d0L@56,570 common shares for tsix months ended June 30, 2012 and 2011, respbgt 97 1,82¢
Stocl-based compensation activity, t 191 21
Stock-based income tax benefit 78 20E
Balance, end of period $ 197,70¢ $ 194,53:
Treasury Stock
Balance, beginning of peric $ (7,355 $ -
Purchases of shares outstanding(130,900 commoessfarthe six months ended June 30, 2012) (1,727 -
Shares issued upon vesting of restricted stockawvétrds (142,022 common shaifor the six months ended June 30, 2C 1,68¢ -
Issuance upon exercise of stock options (113,08@ar609 common sharefor the six months ended June 30, 2012 and 20%fendively) 1,35¢ 294
Purchases of shares to fund options exercised@8@Bd 3,794 common shares for isix months ended June 30, 2012 and 2011, resphgt (549) (54)
Repurchase of shares to satisfy tax obligationsl@Band 27,368 common shares for the six monmttiecJune 30, 2012 and 2011, respectively) (502) (379
Balance, end of period $ (7,086 $ (134
Retained Earnings
Balance, beginning of peric $ 22351 $ 204,12¢
Net income 15,76¢ 17,027
Cash dividends declared and paid on common sh&@e2§ per commorshare for the six months ended June 30, 2012 ahdl, 28spectively (7,939 (8,010
Issuance upon exercise of stock options (10,480L&8¢670 common sharefor the six months ended June 30, 2012 and 20%fendively) (23 (46)
Shares issued upon vesting of restricted stockawvéirds (28,950 common shares for the six monttied June 30, 2012) (98) -
Balance, end of period $ 231,22: $ 213,09
Accumulated Other Comprehensive Income (Loss
Balance, beginning of peric $ 4,812 $ (3,749
Change in net unrealized gains (losses) on seesidiailable for sale, net of taxes of approxifyg®2,566) and ($336) for the six months endedeJ8® 2012 and
2011, respectivel 3,26¢ 442
Amortization of actuarial losses, net of taxes mr@ximately ($233) and ($12zfor the six months ended June 30, 2012 and 20%pendively 29¢ 15€
Amortization of prior service credits, net of tax&fsapproximately $10 for botlsix month periods ended June 30, 2012 and 2 (13) (13)
OTTI charges included in income, net of taxes gfragimately ($339) and ($408) for the six monthged June 30, 2012 and 2011, respectively) 431 51¢
Balance, end of period $ 8,80 $ (2,640
Total Stockholders' Equity $ 430,96¢ $ 405,17«

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

1. Basis of Presentation

The primary business of Flushing Financial Corgoraithe “Holding Company”) is the operation of igholly-owned subsidiary, Flushing Savings BankBF@he “Savings Bank”).The
Holding Company and its direct and indirect whadhned subsidiaries, the Savings Bank, Flushing Cernial Bank, Flushing Preferred Funding Corporatiinshing Service Corporation, &
FSB Properties Inc., are collectively herein reddrto as the “Company.” The unaudited consolidéteghcial statements presented in this QuarterlgdReon Form 10-Q (“Quarterly Repojt”
include the collective results of the Company aasolidated basis.

The Holding Company also owns Flushing Financiapi@ Trust Il, Flushing Financial Capital Trust,land Flushing Financial Capital Trust IV (the UBts”), which are special purpc
business trusts. The Trusts are not included irCihmpany’s consolidated financial statements ativapany would not absorb the losses of the Titikisses were to occur.

The accompanying unaudited consolidated finand¢&kments are prepared in accordance with accauptinciples generally accepted in the United StateAmerica (“GAAP”)and gener:
practices within the banking industry. The inforioatfurnished in these interim statements refladit®djustments which are, in the opinion of mamaget, necessary for a fair statement o
results for such presented periods of the Comp&ugch adjustments are of a normal recurring natuméess otherwise disclosed in this Quarterly Rep&ll inter-company balances a
transactions have been eliminated in consolidatibime results of operations in the interim statet®ia@ne not necessarily indicative of the resuléd thay be expected for the full year.

The accompanying unaudited consolidated finant&éements have been prepared in conformity withribuctions to Quarterly Report on Form 10-Q &mticle 10, Rule 1001 of Regulatio
S-X for interim financial statements. Accordinglyertain information and footnote disclosures norgnaltluded in financial statements prepared in edaoce with GAAP have been conder
or omitted pursuant to the rules and regulationthefSecurities and Exchange Commission (“SETHe unaudited consolidated interim financial infatman should be read in conjunction v
the Company’s Annual Report on Form 10-K for tharyended December 31, 2011.

When necessary, certain reclassifications have beete to the prior-period consolidated financiatesnents to conform to the current-period presiemtat
2. Use of Estimates

The preparation of financial statements in confoymiith GAAP requires management to make estimatesassumptions that affect the reported amounass¥ts and liabilities, and disclos
of contingent assets and liabilities at the datéheffinancial statements, and reported amountgew#nue and expenses during the reporting peristimBtes that are particularly susceptibl
change in the near term are used in connection thighdetermination of the allowance for loan losske evaluation of goodwill for impairment, theakation of the need for a valuat
allowance of the Company’s deferred tax assetsth@devaluation of other-than-temporary impairmé@T(TI”) on securities. The current economic environmentihagased the degree
uncertainty inherent in these material estimatestual results could differ from these estimates.

3. Earnings Per Share

Earnings per share is computed in accordance witoénting Standards Codification (“ASC”) Topic 28Barnings Per Share,” which provides that unvestearebased payment awards t
contain nonforfeitable rights to dividends or diedl equivalents (whether paid or unpaid) are pp#iing securities and as such should be includebe calculation of earnings per share. E
earnings per common share is computed by dividetgntome available to common shareholders bydta weighted average number of common sharesamatstg, which includes unves
participating securities. The Compasyinvested restricted stock and restricted stodkawards are considered participating securifiégerefore, weighted average common shares outsig
used for computing basic earnings per common shahedes common shares outstanding plus unvesttdated stock and restricted stock unit awarde bmputation of diluted earnings
share includes the additional dilutive effect afcét options outstanding during the period. Comrmsimtk equivalents that are adilutive are not included in the computation ofutidd earning
per common share. The numerator for calculatingckea®d diluted earnings per common share is netirecavailable to common shareholders.

-6-




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

(Unaudited)
Earnings per common share has been computed bagbd llowing:
For the three months end For the six months ende
June 30 June 30
2012 2011 2012 2011
(In thousands, except per share data)
Net income, as reporte $ 8631 $ 9,072 $ 15,76¢  $ 17,02}
Divided by:
Weighted average common shares outstan 30,47: 30,82: 30,43¢ 30,72:
Weighted average common stock equivalents 20 41 22 54
Total weighted average common shares outstandidg@ammon stock equivalents 30,49: 30,86¢ 30,45¢ 30,77¢
Basic earnings per common sh $ 028 $ 0.2¢ $ 05z $ 0.5t
Diluted earnings per common share $ 02&t $ 02¢ % 05z $ 0.5t
Dividend payout ratic 46.4% 44.£% 50.(% 47.2%

(1) For the three and six months ended June@IR,Dptions to purchase 720,865 shares at angeves@rcise price of $16.71 were not included exabmputation of diluted earnings per
common share as they are anti-dilutive. For theetand six months ended June 30, 2011, optionsrahase 560,550 shares at an average exerciseopd&.62 were not included in the
computation of diluted earnings per common sharthe are anti-dilutive.

4. Debt and Equity Securities

The Company'’s investments are classified in ontheffollowing three categories and accounted faoatingly: (1) trading securities, (2) securitiamiable for sale and (3) securities held-to-
maturity.

The Company did not hold any trading securitiesanurities held-tenaturity during the three and six month periodseshdune 30, 2012 and 2011. Securities availabledler are recorded
fair value.

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

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

U.S. government agenci $ 31,73¢  $ 31,95¢ $ 217 $ =
Corporate 85,41¢ 86,40( 1,312 33C
Municipals 65,431 64,927 30C 804
Mutual funds 21,67¢ 21,67¢ - -
Other 22,19¢ 16,96( 18 5,25¢€
Total other securities 226,46: 221,91¢ 1,847 6,39(C
REMIC and CMO 462,19! 480,74! 25,65¢ 7,104
GNMA 53,82¢ 58,41¢ 4,59 -
FNMA 161,78: 169,85: 8,071 -
FHLMC 28,34: 29,08t 743 -
Total mortgage-backed securities 706,14" 738,09¢ 39,05¢ 7,104
Total securities available for sale $ 932,60t $ 960,017 $ 40,908  $ 13,49¢

Mortgage-backed securities shown in the table alislade two private issue collateralized mortgagégations (“CMOs”) that are collateralized by cowercial real estate mortgages with
amortized cost and market values totaling $16.5aniland $16.9 million, respectively, at June 3012. The remaining private issue mortgage-backedrities are backed by one-to-four family
residential mortgage loans.




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

The following table shows the Compasyvailable for sale securities with gross unrealilbsses and their fair value aggregated by cafegal length of time the individual securities adeel
in a continuous unrealized loss position, at JUNe2B12:

Total Less than 12 montt 12 months or mor
Unrealizec Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
(In thousands
Corporate $ 39,14C $ 33 % 39,14C $ 33 $ -8 -
Municipals 42,32¢ 804 42,32¢ 804 - -
Other 4,307 5,25¢€ - - 4,307 5,25¢€
Total other securities 85,77 6,39(C 81,46¢ 1,134 4,307 5,25¢€
REMIC and CMO 38,23¢ 7,104 12,60¢ 15C 25,62¢ 6,954
Total mortgage-backed securities 38,23« 7,104 12,60¢ 15C 25,62¢ 6,954
Total securities available for sale $ 124,000 $ 13,49 $ 94,07t $ 1,28 $ 29,93 $ 12,21(

OTTI losses on impaired securities must be fullyognized in earnings if an investor has the intersell the debt security or if it is more likelyan not that the investor will be required to te¢
debt security before recovery of its amortized cbiiwever, even if an investor does not expectelba debt security, the investor must evaluateekgected cash flows to be received
determine if a credit loss has occurred. In thenetieat a credit loss has occurred, only the amo@imtnpairment associated with the credit losseisognized in earnings in the Consolid:
Statements of Income. Amounts relating to factdheiothan credit losses are recorded in accumulatteet comprehensive income (“AOCI”) within Stockdhers’ Equity. Additional disclosure
regarding the calculation of credit losses as @aelfactors considered by the investor in reachiogrelusion that an investment is not other-thampterarily impaired are required.

The Company reviewed each investment that had aselired loss at June 30, 2012. An unrealized éossts when the current fair value of an investnisréss than its amortized cost be
Unrealized losses on available for sale securitlest, are deemed to be temporary, are recordedd@IAnet of tax. Unrealized losses that are cansid to be other-thatemporary are sp
between credit related and noncredit related inmpents, with the credit related impairment beingorded as a charge against earnings and the nonhcetated impairment being recordec
AOCI, net of tax.

The Company evaluates its pooled trust preferredritees, included in the table above in the robel@d “Other”,using an impairment model through an independerd ffarty, which include
evaluating the financial condition of each coungéety. For single issuer trust preferred securitihe Company evaluates the issuer’s financial itmmd The Company evaluates its mortgage-
backed securities by reviewing the characteristitshe securities, including delinquency and fooealre levels, projected losses at various lossriggvevels and credit enhancement
coverage. In addition, private issue CMOs are atalli using an impairment model through an indepenitérd party. When an OTTI is identified, the pon of the impairment that is cre
related is determined by management using thevialigp methods: (1) for trust preferred securitide tredit related impairment is determined by usindjscounted cash flow model from
independent third party, with the difference betwé®e present value of the projected cash flowsteadamortized cost basis of the security recoated credit related loss against earnings

for mortgagebacked securities, credit related impairment i®eined for each security by estimating losses dasea set of assumptions, which includes delinquemd foreclosure leve
projected losses at various loss severity leveéjitenhancement and coverage; and (3) for priigatee CMOs, through an impairment model from alependent third party and then recort
those estimated losses as a credit related lossshgarnings.

Corporate:

The unrealized losses in Corporate securities @ 30, 2012, consist of losses on six Corporaterges. The unrealized losses were caused by meme&in interest rates. It is not anticipe
that these securities would be settled at a phiaeis less than the amortized cost of the Compaimyestment. Each of these securities is perfagraccording to its terms and, in the opinio
management, will continue to perform accordingt$aeérms. The Company does not have the intergltéhese securities and it is more likely than et Company will not be required to sell
securities before recovery of the securities arredticost basis. This conclusion is based upon derieg the Companyg’ cash and working capital requirements and cot@aand regulatol
obligations, none of which the Company believes i@ause the sale of the securities. ThereforeChmpany did not consider these investments totherdghantemporarily impaired at Ju
30, 2012.




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

Municipals:

The unrealized losses in Municipal securities @eJ80, 2012, consist of losses on 12 municipalrigest The unrealized losses were caused by momtsie interest rates. It is not anticipe
that these securities would be settled at a phaeis less than the amortized cost of the Commaimyestment. Each of these securities is perfagraccording to its terms and, in the opinio
management, will continue to perform accordingt$aérms. The Company does not have the intergltéhese securities and it is more likely than tihet Company will not be required to sell
securities before recovery of the securities amedticost basis. This conclusion is based upon derisg the Companyg’ cash and working capital requirements and coi@aand regulatol
obligations, none of which the Company believes @ause the sale of the securities. ThereforeCivapany did not consider these investments totherdhantemporarily impaired at Ju
30, 2012.

Other Securities:

The unrealized losses in Other Securities at Jne@12, consist of losses on one single issust preferred security and two pooled trust prefésecurities. The unrealized losses on
securities were caused by market interest volatilit significant widening of credit spreads acroswkets for these securities and illiquidity anccemainty in the financial markets. Th
securities are currently rated below investmentlgra he pooled trust preferred securities do neéleallateral that is subordinate to the classesdbmpany owns. The Compasyhanageme
evaluates these securities using an impairment intiteugh an independent third party, that is sgubto debt securities. In estimating OTTI losseanagement considers: (1) the length of
and the extent to which the fair value has beestlesn amortized cost; (2) the current interest emvironment; (3) the financial condition and rsm prospects of the issuer, if applicable;
(4) the intent and ability of the Company to retisninvestment in the security for a period of ¢isufficient to allow for any anticipated recovémyfair value. Additionally, management revie
the financial condition of each individual issueithin the pooled trust preferred securities. Alltbé issuers of the underlying collateral of thelpd trust preferred securities we reviewec
banks.

For each bank, our review included the followingfpenance items:

Ratio of tangible equity to assets

Tier 1 Risk Weighted Capiti

Net interest margi

Efficiency ratio for most recent two quarte

Return on average assets for most recent two gearte

Texas Ratio (ratio of n-performing assets plus assets past due over 90dilggied by tangible equity plus the reserve f@ardosses
Credit ratings (where applicable)

Capital issuances within the past year (where aaple)

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

Based on the review of the above factors, we caleciithat:

- All of the performing issuers in our pools are wapitalized banks and do not appear likely tolbsed by their regulator

- All of the performing issuers in our pools will dimue as a going concern and will not default agirteecurities
In order to estimate potential future defaults deterrals, we segregated the performing underligagers by their Texas Ratio. We then reviewedoperihg issuers with Texas Ratios in exc
of 50%. The Texas Ratio is a key indicator of tkalth of the institution and the likelihood of faié. This ratio compares the problem assets ointéution to the institutiors available capit

and reserves to absorb losses that are likelydardn these assets. There was one issuer withxasTRatio in excess of 50% for which we concluthete would not be a default, primarily du
its current operating results and demonstratedtakbil raise additional capital.




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

There were no remaining performing issuers in moied trust preferred securities which had a Tdxat$o in excess of 75.00%. For the remaining issuéth a Texas Ratio between 50.00%
74.99%, we estimated 25% of the related cash floivbhie issuer would not be realized. We concludeat tssuers with a Texas Ratio below 50.00% areidered healthy and there we
minimal risk of default. We assigned a zero defaatlé to these issuers. Our analysis also assumatdssuers currently deferring would default with recovery and issuers that have defa
will have no recovery.

We had an independent third party prepare a digeduoash flow analysis for each of these pooledttpreferred securities based on the assumptismusied above. Other signific
assumptions were: (1) one issuer will prepay ie fyjears; (2) senior classes will not call the debtheir portions; and (3) use of the forward Lomditerbank Offered Rate (“LIBORQurve
The cash flows were discounted at the effective fat each security. For each issuer that we assan®5% shortfall in the cash flows, the cash fivalysis eliminates 25% of the cash flow
each issuer effective immediately.

One of the pooled trust preferred securities is ®gedays past due and the Company has stoppedigdnterest. The remaining pooled trust prefesedurity as well as the single issuer 1
preferred security are both performing accordinghtr terms. The Company also owns a pooled preferred security that is carried under the ¥alue option, where the unrealized losse:
included in the Consolidated Statements of Incom&tgain (loss) from fair value adjustments. Tdgsurity is over 90 days past due and the Compasystopped accruing interest.

It is not anticipated at this time that the oneginissuer trust preferred security and the twolgmarust preferred securities would be settled ptice that is less than the amortized cost ¢
Companys investment. Each of these securities is perfagnaiocording to its terms; except for the pooledttpreferred securities for which the Company hapmed accruing interest
discussed above and, in the opinion of managenes#don the review performed at June 30, 2012 cwiitinue to perform according to its terms. ThenPany does not have the intent to
these securities and it is more likely than not @@mpany will not be required to sell the secusitefore recovery of the securitiemmnortized cost basis. This conclusion is based
considering the Compang/’cash and working capital requirements and contad@nd regulatory obligations, none of which tbempany believes would cause the sale of the d@s
Therefore, the Company did not consider the onglsiissuer trust preferred security and the twdgmbtrust preferred securities to be other-thangerarily impaired at June 30, 2012.

At June 30, 2012, the Company held six trust preteissues which had a current credit rating déast one rating below investment grade. Two of¢hissues are carried under the fair v
option and therefore, changes in fair value artughed in the Consolidated Statement of Income —gdet (loss) from fair value adjustments.

The following table details the remaining four trpseferred issues that were evaluated to deterihthey were other-tharemporarily impaired at June 30, 2012. The classGbmpany owns
pooled trust preferred securities does not haveeaogss subordination.

Deferrals/Defaults (1)

Actual as a Expected
Cumulative Percentage Percentage Current
Issuer Performing Amortized Fair Credit Related of Original of Performing Lowest
Type Class Banks Cost Value OTTI Security Collateral Rating
(Dollars in thousands
Single issue n/e 1 3 30C $ 272 $ - None None BB-
Single issue n/e 1 50C 51¢ - None None B+
Pooled issue B1 19 5,617 2,16( 2,19¢ 28.2% 0.S% C
Pooled issuer C1 19 3,64¢ 1,87 1,542 25.€% 0.C% C
Total $ 10,06: $ 4,82t $ 3,73¢

(1) Represents deferrals/defaults as a percenfate original security and expected deferraliglidiés as a percentage of performing issuers.
REMIC and CMO:

The unrealized losses in Real Estate Mortgage tmexg Conduit (‘REMIC”)and CMO securities at June 30, 2012 consist of i&sues from the Federal Home Loan Mortgage Caitfm
(“FHLMC"), one issue from the Federal National Mypage Association (‘FNMA”), and seven private issues
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The unrealized losses on the REMIC and CMO seesriisued by FHLMC and FNMA were caused by movesieninterest rates. It is not anticipated thasthsecurities would be settled
price that is less than the amortized cost of tbenflanys investment. Each of these securities is perfagraiccording to its terms and, in the opinion of agement, will continue to perfol
according to its terms. The Company does not haedrttent to sell these securities and it is mdeely than not the Company will not be requiredstdl the securities before recovery of
securities amortized cost basis. This conclusiobaised upon considering the Compangash and working capital requirements and cot@@and regulatory obligations, none of which
Company believes would cause the sale of the smuriTherefore, the Company did not considerehiegestments to be other-than-temporarily impaaedune 30, 2012.

The unrealized losses at June 30, 2012 on the RESIC and CMO securities issued by private issweese caused by movements in interest rates, afisgmt widening of credit sprea
across markets for these securities and illiquiditgd uncertainty in the financial markets. Eaclthefse securities has some level of credit enhanusna@d none are collateralized by gubme
loans. Currently, three of these securities aréopming according to their terms, with four of eesecurities remitting less than the full printiaount due. The principal loss for these
securities totaled $0.8 million for the six mon#reled June 30, 2012. These losses were anticijatieel cumulative credit related OTTI charges rded for these four securities.

Credit related impairment for mortgapecked securities are determined for each sechoyitystimating losses based on the following setssumptions: (1) delinquency and foreclosure le
(2) projected losses at various loss severity Ewatd (3) credit enhancement and coverage. Basétese reviews, an OTTI charge was recorded dihi@ghree and six months ended Jun:
2012 on five private issue CMOs of $6.2 million def tax, of which $0.8 million was charged aga#estings in the Consolidated Statements of Incomie$s.4 million before tax ($3.1 millic
after-tax) was recorded in AOCL.

The portion of the above mentioned OTTI, recordedird) the three and six months ended June 30, 2B2,was related to credit losses was calculagdguthe following significar
assumptions: (1) delinquency and foreclosure #wél11%-18%; (2) projected loss severity of 40%65@3) assumed default rates of 6%-10% for the fit&s months, 2%% for the next 1
months, 2%-8% for the next 12 months and 2% thereaind (4) prepayment speeds of 6%-20%.

It is not anticipated at this time that the twovpte issue CMOs for which an OTTI charge duringttiree months ended June 30, 2012 was not recondrdd be settled at a price that is
than the current amortized cost of the Comparipvestment. Both of these securities are peifoggnaccording to their terms and in the opinionneinagement, will continue to perfc
according to their terms. The Company does noe hhe intent to sell these securities and it iserikely than not the Company will not be requitedsell the securities before recovery of
securities amortized cost basis. This conclusiobaised upon considering the Compangash and working capital requirements and comi@h@nd regulatory obligations, none of which
Company believes would cause the sale of the smuriTherefore, the Company did not considerghe® investments to be other-than-temporarily imgzhat June 30, 2012.

At June 30, 2012, the Company held 15 private i€SM®s which had a current credit rating of at lems¢ rating below investment grade. Five of thaseiés are carried under the fair v.
option and therefore, changes in fair value artuged in the Consolidated Statement of Income —gdét (loss) from fair value adjustments.
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The following table details the remaining 10 prevégsue CMOs that were evaluated to determineeif there other-than-temporarily impaired at June28d,2:

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 NJ X MD Score

(Dollars in thousands

1 $ 10,61( $ 7,96z $ 11,84: $ 3,47 200¢€ 05/25/3¢ D 42% 15% 71¢
2 4,87¢ 3,66z 5,16¢ 7217 200€ 08/19/3¢ D 55% 737
3 4,907 4,022 5,46¢€ 1,107 200€ 08/25/3¢ D 36% 15% 713
4 3,70¢ 3,257 4,314 78C 200€ 08/25/3¢ D 37% 13% 12% 12% 724
5 2,96( 2,72 3,27( 248 200€ 03/25/3¢ CcC 38% 727
6 1,50z 1,522 1,511 - 200t 12/25/3t B- 40% 734
7 4,561 3,05¢ 4,831 222 200€ 05/25/3¢ cC 28% 19% 11% 11% 712
8 642 655 64¢ - 200€ 08/25/3¢ CccC 2% 737
9 1,08( 1,09z 1,09t - 200t 11/25/3¢ B- 41% 15% 14% 727
10 952 944 954 200t 11/25/3¢ cC 47% 10% 73¢

Total $ 35,80¢ $28,89: $ 39,10¢ $ 6,55¢

The following table details gross unrealized losse®rded in AOCI and the ending credit loss amaundebt securities, as of June 30, 2012, for wiiehCompany has recorded a credit related
OTTI charge in the Consolidated Statements of Ireeom

Gross Unrealize Cumulative

Losses Recorde Credit OTTI
(in thousands Amortized Cos Fair Value In AOCI Losses
Private issued CMO@ $ 31,62t $ 24,68. $ 6,94t $ 3,20(
Trust preferred securitiéd 9,262 4,03t 5,22i 3,73¢
Total $ 40,88t $ 28,71t $ 12,17 $ 6,93¢

(1) The Company has recorded OTTI charges in the Ciofadetl Statements of Income on six private issu€O8Mnd two pooled trust preferred securities foictvia portion of the OTTI
currently recorded in AOC

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

For the six months end

(in thousands June 30, 201

Beginning balanc $ 6,92:
Recognition of actual loss: (760)
OTTI charges due to credit loss recorded in eas 77€

Securities sold during the peri -
Securities where there is an intent to sell or irequent to sell -
Ending balance $ 6,93¢
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The following table details the amortized cost astimated fair value of the Compasysecurities classified as available for sale ae B0, 2012, by contractual maturity. Expected mities will
differ from contractual maturities because borrawmay have the right to call or prepay obligatiaith or without call or prepayment penalties.

Amortized
Cost Fair Value
(In thousands

Due in one year or les $ 30,91« $ 30,94:
Due after one year through five yei 58,554 59,38¢
Due after five years through ten years 22,49¢ 22,37¢
Due after ten years 114,49 109,20

Total other securitie 226,46 221,91¢
Mortgage-backed securities 706,14! 738,09¢

Total securities available for sale $ 932,60t  $ 960,01

The following table summarizes the Company’s pdidgfof securities available for sale at DecemberZil1:

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

U.S. government agenci $ 1980 $ 2,03¢ % 59 $ =
Corporate 20,777 20,59: - 18t
Municipals 4,53¢ 4,53 - 2
Mutual funds 21,36¢ 21,36¢ - -
Other 22,02¢ 16,71( 9 5,322
Total other securities 70,68: 65,24 68 5,50¢
REMIC and CMQ 460,82: 473,63¢ 22,79¢ 9,981
GNMA 62,04( 67,63: 5,592 -
FNMA 175,62° 182,63( 7,002 -
FHLMC 22,55¢ 23,381 831 -
Total mortgage-backed securities 721,04" 747,28¢ 36,222 9,981
Total securities available for sale $ 791,73( $ 812,53( $ 36,29 $ 15,49(

Mortgage-backed securities shown in the table alimslade two private issue CMOs that are collateeal by commercial real estate mortgages with ameattcost and market values of $19.0
million and $19.2 million, respectively, at DecemB&, 2011. The remaining private issue mortga@eked securities are backed by one-to-four faneiidential mortgage loans.
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The following table shows the Company’s availaloledale securities with gross unrealized losseglagid fair value, aggregated by category and lengtime that individual securities have
been in a continuous unrealized loss position,etebnber 31, 2011.

Total Less than 12 montt 12 months or mor
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
(In thousands)
Corporate $ 17,98 $ 18t $ 17,98 $ 18t $ - 38 =
Municipals 1,997 2 1,997 2 - -
Other 4,241 5,322 - - 4,241 5,322
Total other securities 24,21¢ 5,50¢ 19,977 187 4,241 5,322
REMIC and CMO 38,68¢ 9,981 12,56( 124 26,12¢ 9,851
Total securities available for sale $ 62,90: $ 1549 % 32,531 $ 311 $ 30,368 $ 15,17¢

5. Loans

Loans are reported at their outstanding princi@gdéice, net of any unearned income, chaffe-deferred loan fees and costs on originatethdoand unamortized premiums or discount
purchased loans. Interest on loans is recognizeti@accrual basis. The accrual of income on lgsugenerally discontinued when certain factorshsag contractual delinquency of 90 day
more, indicate reasonable doubt as to the timdlgaability of such income. Uncollected intereseyiously recognized on ncaccrual loans is reversed from interest incoméeatime the loa
is placed on non-accrual status. A remerual loan can be returned to accrual status wbatractual delinquency returns to less than 9@ dkelinquent. Subsequent cash payments receiv
non-accrual loans that do not bring the loan to les®t80 days delinquent are recorded on a cash I&sdisequent cash payments can also be appliedsiratreduction of principal until
principal is recovered and then subsequently ter@st, if in managemesstopinion, it is evident that recovery of all piipel due is unlikely to occur. Net loan originatioasts and premiums
discounts on loans purchased are amortized inéoest income over the contractual life of the loasisig the leveldeld method. Prepayment penalties received onsledrich pay in full prior t
their scheduled maturity are included in interesbime in the period they are collected.

The Company maintains an allowance for loan loas@® amount, which, in management’s judgmentdésiaate to absorb probable estimated losses irthiarthre loan portfolio. Managemest’
judgment in determining the adequacy of the allowvesis based on evaluations of the collectabilityoahs. This evaluation is inherently subjectivejtaequires estimates that are susceptit
significant revisions as more information becomesilable. In assessing the adequacy of the Compatigwance for loan losses, management consideisus factors such as, the current
value of collateral for collateral dependent loathee Company's historical loss experience, recemds in losses, collection policies and collectixperience, trends in the volume of non-
performing and classified loans, changes in thepmsition and volume of the gross loan portfolio dmechl and national economic conditions. The ConyfmBoard of Directors (theBoard o
Directors”) reviews and approves management'’s ediain of the adequacy of the allowance for loaisésson a quarterly basis.

The allowance for loan losses is established tHralarges to earnings in the form of a provisianléan losses. Increases and decreases in theaalt®nfor loan losses other than chaoffe-
and recoveries are included in the provision fanléosses. When a loan or a portion of a loan terdened to be uncollectible, the portion deemedoliactible is charged against the allowe
and subsequent recoveries, if any, are creditélgetallowance.

The Company recognizes a loan as non-performingwie borrower has indicated the inability to brthg loan current, or due to other circumstanceishyhin the Company opinion, indicat
the borrower will be unable to bring the loan catrevithin a reasonable time. All loans classifiedireon-performing, which includes all loans past 80edays or more, are classified as non-
accrual unless there is, in the Compangpinion, compelling evidence the borrower willnigrthe loan current in the immediate future. Apgads and/or updated internal evaluations are nét

as soon as practical and before the loan beconua@® delinquent. The loan balances of collaterakeddent impaired loans are compared to the $oapdated fair value. The balance wi
exceeds fair value is generally charggtl- Management reviews the allowance for loarsésson a quarterly basis and records as a provissmamount deemed appropriate, after consid
current year charge-offs, charge-off trends, neamIproduction, current balance by particular loategories and delinquent loans by particular Ictegories.
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A loan is considered impaired when, based upomtbst current information, the Company believes ipiobable that it will be unable to collect all @mts due, both principal and inter
according to the contractual terms of the loan.dimgal loans are measured based on the present ofatbe expected future cash flows discounted atltlans effective interest rate, or at
loan’s observable market price, or the fair value ofdbkateral if the loan is collateral dependenteT®ompany considers fair value of collateral depandbans to be 85% of the appraise
internally estimated value of the property. Inteirsome on impaired loans is recorded on a castsb@he Company’s management considers all noniaclmans impaired.

The Company reviews each impaired loan to deterrfiaechargesff is to be recorded or if a valuation allowanseto be allocated to the loan. The Company doeslmtate a valuatic
allowance to loans for which we have concludeddineent value of the underlying collateral will@al for recovery of the loan balance either throtigh sale of the loan or by foreclosure
sale of the property.

The Company evaluates the underlying collaterabugh a third party appraisal, or when a third pappraisal is not available, the Company will useirgternal evaluation. The inter
evaluations are performed using an income approach sales approach. The income approach is ugeiddome producing properties and uses currentm@s® less operating expense
determine the net cash flow of the property. Oheertet cash flow is determined, the value of tlperty is calculated using an appropriate capadlin rate for the property. The sales appn
uses comparable sales prices in the market. Wihémternal evaluation is used, we place greatéameé on the income approach to value the collatera

In preparing internal evaluations of property valuthe Company seeks to obtain current data orsubgect property from various sources, includiry: the borrower; (2) copies of exist
leases; (3) local real estate brokers and appgaié®rpublic records (such as for real estatesael water and sewer charges); (5) comparable aatérental data in the market; (6) an inspe
of the property; and (7) interviews with tenanthe$e internal evaluations primarily focus on tteime approach and comparable sales data to vaygaperty.

As of June 30, 2012, the Company utilized recemtl tharty appraisals of the collateral to measunpdirment for $127.2 million, or 76.5%, of collaibdependent impaired loans and t
internal evaluations of the property’s value foB#3million, or 23.5%, of collateral dependent irimpd loans.

The Company may restructure a loan to enable aWerrto continue making payments when it is deetodak in the Company’s best loterm interest. This restructure may include redg
the interest rate or amount of the monthly payniena specified period of time, after which theeir@st rate and repayment terms revert to the @ligémms of the loan. We classify these loar
Troubled Debt Restructured (“TDR”) when the SaviBgsk grants a concession to a borrower who isrépeing financial difficulties.

These restructurings have not included a redudafoprincipal balance. The Company believes thatruesturing these loans in this manner will allowtee borrowers to become and ren
current on their loans. All loans classified as TBxe considered impaired, however TDR loans whalretbeen current for six consecutive months atithe they are restructured as TDR ren

on accrual status and are not included as pamfperforming loans. Loans which were delinquerthattime they are restructured as a TDR are plaoatbn-accrual status and reported as non-
performing loans until they have made timely paytadar six consecutive months. Loans that are uesired as TDR but are not performing in accordamitle the restructured terms are pla

on non-accrual status and reported as non-perfgrinams.

The allocation of a portion of the allowance foaholosses for a performing TDR loan is based uperptesent value of the future expected cash fiimsounted at the loasmoriginal effectivi
rate, or for a nomperforming TDR which is collateral dependent, the alue of the collateral. At June 30, 2012, ¢herere no commitments to lend additional fundsdodwers whose loa
were modified to a TDR. The modification of loansat TDR did not have a significant effect on ouemging results, nor did it require a significatibeation of the allowance for loan losses.

During the three months ended June 30, 2012, twmneercial loans totaling $3.9 million and a one-ooxf family —mixed use property loan for $0.8 million were méetifand classified as TC
as each of these borrowers was given an intersthiat was considered below market for that boemwith one having the loasi'amortization term extended. During the three thende
June 30, 2011, two one-to-four familymixed use property loans totaling $0.5 million wenedified and classified as TDR as each of thegeohers was given an interest rate that
considered below market for that borrower, and dwzhthe loan’s amortization term extended.
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During the six months ended June 30, 2012, threeto+iour family —mixed use property loans totaling $1.2 million weredified and classified as TDR, as each of theseolwers was given i
interest rate that was considered below markettfatrrborrower; and three commercial mortgage ldataing $5.3 million were modified and classifiad TDR, as one borrower had two busil
lines of credit loans rolled into one five yeardikrate commercial mortgage and was given an stteage that was considered below market for thatdwer with the loars amortization ter
extended. For each of the loans that were modéieticlassified as TDR, the borrower was experignfimancial difficulties. The recorded investmefitach of the loans modified and classi
to TDR was unchanged as there was no principalfengin any of these modifications.

During the six months ended June 30, 2011, six irfeutily loans totaling $1.8 million were modified cduelassified as TDR, as each of these borrowersgiasn an interest rate that v
considered below market for that borrower and ésxhthe loars amortization term extended; two constructionsisaataling $24.2 million were modified and claisifas TDR, as each of th
borrowers was given an interest rate that was densil below market for that borrower; two one-tarftamily —mixed use property loans totaling $0.5 million wemedified and classified
TDR, as each of these borrowers was given an stteage that was considered below market for tbatdwer; one commercial business loan for $2.0iomillvas modified and classified as TI
as the borrower was given an interest rate thatosasidered below market for that borrower.

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

June 30, 201 December 31, 201
Number Recordec Number Recordec
(Dollars in thousands of contracts investmen: of contracts investmen:
Multi-family residentia 8 $ 2,34¢ 1  $ 9,41z
Commercial real esta 4 7,27¢ 2 2,49¢
One-to-four family - mixec-use propert 7 2,365 3 795
Construction 1 4,17¢ 1 5,88¢
Commercial business and ott 1 2,00¢ 1 2,00¢
Total performing troubled debt restructured 21 % 18,161 18 $ 20,594
The following table shows loans classified as TDRt tare not performing according to their restrrediterms at the periods indicated:
June 30, 201 December 31, 201
Number Recordec Number Recordec
(Dollars in thousands of contracts investmen: of contracts investmen:
Multi-family residential 3 % 6,881 - $ -
Commercial real esta 3 4,22¢ 2 4,34(
One-to-four family - mixec-use propert 2 817 3 1,19:
One-to-four family - residential - - - -
Construction 1 9,46¢ 1 11,67
Total troubled debt restructurintgt subsequently defaulted 9 $ 21,39( 6 $ 17,20¢

During the three months ended June 30, 2012, omenescial loan for $0.4 million, which was modifiedid classified as TDR within the previous 12 monthas reclassified to nomecrua
status as it was no longer performing in accordavite its modified terms. During the three montimsied June 30, 2011, two one-to-four family — mixese-property loans totaling $0.7 milli
which were modified and classified as TDR withie firevious 12 months, were reclassified to nonwset@tatus as they are no longer performing in @zztce with their modified terms.
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During the six months ended June 30, 2012, threléi-family TDR totaling $6.9 million and one comnuial TDR totaling $0.4 million were transferrednon-accrual status as they were
longer performing in accordance with their modiftedms. During the six months ended June 30, 264 commercial loan for $3.3 million and one ondetar family — mixeduse property log
for $0.3 million which were modified and classified TDR within the previous 12 months, were redfi@ssto nonaccrual status as they were no longer performingcizordance with the
modified terms.

The following table shows our non-performing loashe periods indicated:

June 30 December 31
(Dollars in thousands 2012 2011
Loans ninety days or more past dueand still accruing:
Multi-family residentia $ - $ 6,287
Commercial real esta - 92
Construction - -
Total - 6,37¢
Non-accrual mortgage loans:
Multi-family residentia 27,97 19,94¢
Commercial real estate 19,58¢ 19,89¢
One-to-four family - mixec-use propert 20,437 28,42¢
One-to-four family - residentia 12,45( 12,76¢€
Cc-operative apartmen 10¢ 152
Construction 9,84¢ 14,721
Total 90,39¢ 95,90¢
Non-accrual nor-mortgage loans:
Small Business Administration 392 493
Commercial Business and other 21,407 14,66(
Total 21,79t 15,15¢
Total non-accrual loans 112,19¢ 111,06:
Total non-accrual loans and loans ninetydays or more past due and still accruing $ 112,190 $ 117,44

The interest foregone on nacrual loans and loans classified as TDR totafd #illion and $2.3 million for the three monthsded June 30, 2012 and 2011, respectively, andri#lidn anc
$4.9 million for the six months ended June 30, 284& 2011, respectively.
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The following table shows an age analysis of ouoréed investment in loans at June 30, 2012:

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

(in thousands Past Due Past Due 90 Days Due Current Total Loans
Multi-family residentia $ 21,72 $ 1921 % 2797 $ 51,61¢ $ 1,401,431 $  1,453,04!
Commercial real esta 11,371 862 19,58¢ 31,81¢ 520,69 552,51:
One-to-four family - mixec-use propert 17,80: 5,34¢ 19,96 43,11 626,80: 669,91!
One-to-four family - residentia 2,761 1,597 12,31: 16,67( 191,60:¢ 208,27:
Cc-operative apartmen 144 - 10¢ 258 6,581 6,83¢
Construction loan 2,462 - 9,84t 12,301 27,204 39,511
Small Business Administration 1,032 392 1,42¢ 9,80¢ 11,23¢
Taxi medallion - - - - 37,291 37,291
Commercial business and other 50¢ 2,16( 20,55¢ 23,22« 219,74 242,96°

Total $ 57,80 $ 11,88¢ $ 110,73:  $ 180,42: $ 3,041,16. $  3,221,58
The following table shows an age analysis of ouoréed investment in loans at December 31, 2011:

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

(in thousands Past Due Past Due 90 Days Due Current Total Loans
Multi-family residentia $ 20,08: $ 6,341 $ 26,23 $ 52,651 $ 1,338,56: $ 1,391,22:
Commercial real esta 10,80¢ 1,797 19,987 32,58¢ 548,19! 580,78!
One-to-four family - mixec-use propert 20,48( 3,027 27,95( 51,457 642,47" 693,93
One-to-four family - residentia 4,69¢ 1,76¢ 12,76¢ 19,23 201,19° 220,43
Cc-operative apartmen - - 152 152 5,352 5,50¢
Construction loans 5,06t - 14,721 19,78¢ 27,35¢ 47,14(
Small Business Administratic 16 41 452 50¢ 13,53( 14,03¢
Taxi medallion 71 - - 71 54,257 54,32¢
Commercial business and other 5,47¢ 96€ 10,241 16,68¢ 189,93: 206,61«

Total $ 66,69  $ 13941 % 112,50  $ 193,137 $ 3,020,850 $  3,213,99
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The following table shows the activity in the allamce for loan losses for the six months ended 30n2012:

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

(in thousands residentia real estatt property residential  apartment: loans Administratior _medallion other Total

Allowance for credit losses:

Beginning balanc $ 11,267 5,21( 5314 $ 1,64¢ $ 80 $ 66 $ 987 $ 41 $ 512¢ $ 30,34«
Charg-off's 2,162 2,22 2,32¢ 89¢ 43 2,441 265 - 52z 10,88:
Recoverie: 80 12t 79 29 - - 23 - 10z 43¢
Provision 2,88( 3,21¢ 2,722 1,041 63 2,50( (89 (13 (1,320 11,00(

Ending balance $ 12,06¢ 6,32¢ 5786 $ 1821 $ 10C % 721 $ 65€ $ 28 % 3,381 $ 30,89¢

Ending balance: individually evalua

for impairment $ 76 261 69€ $ - $ 57 $ 33 $ - $ - $ 4 $ 1,168

Ending balance: collectively evaluat

for impairment $ 11,98¢ 6,06¢ 509 $ 1,821 $ 43 $ 694 $ 65€ $ 28 % 3,341 $ 29,73¢

Financing Receivables

Ending balance $ 1,453,04! 552,51! 669,91 $ 20827 $ 6,832 $ 39,511 $ 11,230 $ 37,291 $ 24296 $3,221,58

Ending balance: individually evalua

for impairment $ 39,54! 31,38: 31,64¢ $ 14937 $ 312 $ 19,65(  $ 123 $ - $ 27,61 $ 166,31

Ending balance: collectively evaluai

for impairment $ 1,413,50i 521,13( 638,26: $ 193,34: $ 6,52z $ 19,861 $ 9,99¢ $ 37,291 $ 21535 $3,055,27:
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The following table shows our recorded investmanpaid principal balance and allocated allowancddan losses, average recorded investment andgttencome recognized for loans that
were considered impaired at or for the six monthiggeended June 30, 2012:

Unpaid Average Interest
Recorded Principal Related Recorded Income
Investmen Balance Allowance Investmen Recognizec

(Dollars in thousands
With no related allowance recorde
Mortgage loans:

Multi-family residentia $ 36,361 $ 40,51: $ - $ 35487 $ 184
Commercial real esta 44,41; 49,75¢ - 52,37( 28E
One-to-four family mixed-use property 27,37¢ 31,13 - 28,997 191
One-to-four family residentia 14,931 18,03: - 14,90¢ 71
Cc-operative apartmen 111 152 - 111 -
Constructior 15,47: 17,90¢ - 17,73¢ 21C
Non-mortgage loans

Small Business Administratic 1,23t 1,47¢ - 957 19
Taxi Medallion - - - - -
Commercial Business and other 6,69( 7,427 - 6,18( 38

Total loans with no related allowance recorded 146,59( 166,39: - 156,74 998

With an allowance recorde
Mortgage loans

Multi-family residentia 3,18( 3,18( 76 3,93¢ 97
Commercial real estate 5,891 5,891 261 5,27¢ 13€
One-to-four family mixec-use propert 4,271 4,271 69€ 5,021 132
One-to-four family residentia - - - - -
Cc-operative apartmen 201 201 57 202 6
Constructior 4,17¢ 4,17¢ 33 4,74t 77

Non-mortgage loans
Small Business Administratic - - - - R
Taxi Medallion = o -
Commercial Business and other 2,00C 2,00( 40 2,000 40

Total loans with an allowance recorded 19,721 19,721 1,162 21,182 488
Total Impaired Loans

Total mortgage loans $ 156,38t $ 17521 $ 1,12 $ 168,78 $ 1,38¢

Total non-mortgage loans $ 9,92t  $ 10,897 $ 40 % 9,131  $ 97

-2C-
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The following table shows our recorded investmenpaid principal balance and allocated allowaneddan losses, average recorded investment ancesttencome recognized for loans 1
were considered impaired at or for the year endeceihber 31, 2011:

Unpaid Average Interest
Recorded Principal Related Recorded Income
Investmen Balance Allowance Investmen Recognizec

(Dollars in thousands
With no related allowance recorde
Mortgage loans:

Multi-family residentia $ 18,40¢ $ 19,20 $ - $ 16,93C $ 838
Commercial real esta 12,47« 12,547 - 10,00¢ 443
One-to-four family mixed-use property 7,107 7,45t - 6,97¢ 104
One-to-four family residentia 8,39« 8,39« - 6,55¢ 97
Cc-operative apartmen - - - 20 -
Constructior 30,58¢ 32,34( - 22,25¢ 1,11€

Non-mortgage loans
Small Business Administratic - - - - R
Taxi Medallion - - - - -
Commercial Business and other 8,74~ 8,82¢F - 4,271 558
Total loans with no related allowance recorded 85,71: 88,76! - 67,01¢ 3,15¢

With an allowance recorde
Mortgage loans

Multi-family residentia 33,22 37,64¢ 5,29( 27,500 396
Commercial real estate 19,64¢ 22,44 3,10 14,79¢ 401
One-to-four family mixec-use propert 26,43: 28,62 3,96( 23,551 29C
One-to-four family residentia 2,48( 2,681 29C 2,041 -
Co-operative apartmen - - - - -
Constructior - - - 1,75C -
Non-mortgage loans
Small Business Administratic 1,432 1,432 76¢ 1,23¢ 82
Taxi Medallion - - - - -
Commercial Business and other 6,121 6,84: 2,44¢ 4,73¢ 193
Total loans with an allowance recorded 89,33¢ 99,66¢ 15,857 75,62( 1,362
Total Impaired Loans
Total mortgage loans $ 158,74t $ 171,33 $ 12,64 $ 132,39t $ 3,68t
Total non-mortgage loans $ 16,29¢  $ 17,09¢ $ 3211 $ 10,247 $ 833

In accordance with our policy and the current feguy guidelines, we designate loans as “Speciahfibn,” which is considered “Criticized Loans,”datSubstandard,” “Doubtful,” or “Loss,”
which are considered “Classified Loans”. If a ladwes not fall within one of the previous mentiorsadegories then the loan would be considered “P&8e designate a loan as Substan
when a welldefined weakness is identified that jeopardizesotigerly liquidation of the debt. We designate anlas Doubtful when it displays the inherent weaknef a Substandard loan v
the added provision that collection of the debtuiih on the basis of existing facts, is highly impable. We designate a loan as Loss if it is dekethe debtor is incapable of repayment. Lt
that are designated as Loss are charged to thevéfioe for Loan Losses. Loans that are mnoorual are designated as Substandard, Doubtiubss. We designate a loan as Special Menti
the asset does not warrant classification withia ofithe other classifications, but does contgiot@ntial weakness that deserves closer attention.
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The following table sets forth the recorded investirin loans designated as Criticized or Classiéiedune 30, 2012:

(In thousands Special Mentio Substandar Total
Multi-family residentia $ 13,79¢ $ 37,19 50,98¢
Commercial real esta 14,191 31,38! 45,57¢
One-to-four family - mixec-use propert 13,167 30,83: 43,99¢
One-to-four family - residentia 4,197 14,93: 19,12¢
Cc-operative apartmen - 31z 31z
Construction loans 9,13¢ 15,47: 24,607
Small Business Administratic 213 35€ 81€
Commercial business and other 3,731 24,44( 29,34(
Total loans $ 58,427 $ 154,92( 214,76:
The following table sets forth the recorded investinin loans designated as Criticized or ClassiéieBecember 31, 2011:
(In thousands Special Mentio Substandar Total
Multi-family residentia $ 17,13t $ 41,39 58,52¢
Commercial real estate 12,26¢ 41,24° 53,51!
One-to-four family - mixec-use propert 17,39: 33,83: 51,22«
One-to-four family - residentia 3,127 14,34 17,47
Cc-operative apartmen 203 152 35€
Construction loan 2,57C 28,55¢ 31,12¢
Small Business Administratic 66€ 25€ 1,13¢
Commercial business and other 13,58¢ 17,61¢ 32,367
Total loans $ 66,94. $ 177,39: 245,71

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

(In thousands

For the six month

2011

Balance, beginning of peric
Provision for loan losse
Chargt-off's

Recoveries

Balance, end of period

-22-

27,69¢

10,00¢

(8,559
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29,35¢
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The following table shows net loan charge-offstfa periods indicated:
Three Months Ende Six Months Ende
June 30 June 30 June 30 June 30

(In thousands 2012 2011 2012 2011
Multi-family residentia $ 1,07¢  $ 87¢ $ 2,082 $ 1,79€¢
Commercial real esta 387 572 2,097 2,522
One-to-four family — mixec-use propert 83¢ 307 2,25(C 48C
One-to-four family - residentia 44 454 86¢ 1,92¢
Cc-operative apartmen 1 - 43 -
Construction 2,201 703 2,441 703
Small Business Administratic 13€ 14¢ 242 471
Commercial business and other 26 9 421 441

Total net loan charge-offs $ 4,71¢ $ 3072 $ 10,44  $ 8,341

6. Other Real Estate Owned
The following are changes in Other Real Estate QWHOREQ”) during the periods indicated:

For the six months ende

June 30,
2012 2011
(In thousands
Balance at beginning of peric $ 3,17¢ $ 1,58¢
Acquisitions 1,63z 1,861
Write-down of carrying valut (204 -
Sales (2,519 (1,621
Balance at end of period $ 209 % 1,82¢

During the three months ended June 30, 2012, thep@ny did not record any gross gains from the sAl®@REOQ. During the three months ended June 301,20k Company recorded gr
gains from the sale of OREO in the amount of $28®,0During the three months ended June 30, 2012 ,Gompany recorded gross losses from the saleRE@in the amount
$78,000. During the three months ended June 301,28e Company did not record any gross losses fhe sale of OREO. During the six months endewt B0, 2012 and 2011, the Comp
recorded gross gains from the sale of OREO in theumt of $45,000 and $256,000, respectively. Dutheysix months ended June 30, 2012 and 2011, ¢hgp@ny recorded gross losses f
the sale of OREO in the amount of $188,100 and(RI®, respectively. The net gains / losses on tlee afaOREO are included in the Consolidated Statgmef Income in Other operati
expenses.

7. Stock-Based Compensation

For the three months ended June 30, 2012 and 20¢ Company’s net income, as reported, included@ #fllion and $0.5 million, respectively, of stoblesed compensation costs and
million and $0.2 million, respectively, of incomaxtbenefits related to the stock-based compensatams. For the six months ended June 30, 2012284d, the Compang’net income, ¢
reported, included $2.2 million and $1.7 millioespectively, of stock-based compensation costs$ar@ million and $0.6 million, respectively, of e tax benefits related to the stdwdse!
compensation plans.
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The Company estimates the fair value of stock ogtiasing the Blaclscholes valuation model. Key assumptions usedtimate the fair value of stock options include &ércise price of t
award, the expected option term, the expected iiglaif the Company’s stock price, the risk-fragdrest rate over the optionsxpected term and the annual dividend yield. Thengany use
the fair value of the common stock on the datevedra to measure compensation cost for restrictecksinit awards. Compensation cost is recognizedt the vesting period of the award us
the straight line method. During the six monthsezhdune 30, 2012 and 2011, the Company grante@Z3@nd 213,095 restricted stock units, respegtividhere were no stock options grar
during the six month periods ended June 30, 208i28d1. There were no stock options or restristedk units granted during the three month peratted June 30, 2012 and 2011.

The 2005 Omnibus Incentive Plan (“Omnibus Pldmsfame effective on May 17, 2005 after adoptiontheyBoard of Directors and approval by the stocttbrd. The Omnibus Plan authori
the Compensation Committee of the Company’s BodrBiectors (the “Compensation Committee”) to granvariety of equity compensation awards as welloagterm and annual ca
incentive awards, all of which can be structuredasato comply with Section 162(m) of the InternalvBnue Code of 1986, as amended (the “Internal iRev€ode”).On May 17, 201:
stockholders approved an amendment to the Omnilamsa@thorizing an additional 625,000 shares fer fas full value awards. As of June 30, 2012, thee 536,076 shares available for
value awards and 46,275 shares available forfabbwvalue awards. To satisfy stock option exersise fund restricted stock and restricted stock awiards, shares are issued from treasury ¢
if available, otherwise new shares are issued. dbmpany will maintain separate pools of availaiares for full value as opposed to rfali-value awards, except that shares can be m
from the non-full value pool to the full value pamh a 3-forl basis. The exercise price per share of a stotikrogrant may not be less than the fair marketi@alf the common stock of 1
Company, as defined in the Omnibus Plan, on the dagrant and may not be re-priced without theraygl of the Company stockholders. Options, stock appreciation rigtestricted stocl
restricted stock units and other stock based awgnatsted under the Omnibus Plan are generally sutgjea minimum vesting period of three years wgiiick options having a 1ykear contractui
term. Other awards do not have a contractual tdrexpiration. Restricted stock unit awards inclymgticipants who have reached or are close to negaletirement eligibility, at which tinr
such awards fully vest. These amounts are incliistbck-based compensation expense.

Full Value Awards The first pool is available for full value awardsich as restricted stock unit awards. The poollvéldecreased by the number of shares grantedl aslfie awards. The pc
will be increased from time to time by: (1) the riuen of shares that are returned to or retainecheyQompany as a result of the cancellation, expiraforfeiture or other termination of a f
value award (under the Omnibus Plan); (2) theemght of such an award in cash; (3) the deliverthéoaward holder of fewer shares than the numbdenlying the award, including sha
which are withheld from full value awards or (4gthurrender of shares by an award holder in paywfetite exercise price or taxes with respect talbvialue award. The Omnibus Plan \
allow the Company to transfer shares from the ndinvilue pool to the full value pool on a 3-fobasis, but does not allow the transfer of shares fihe full value pool to the ndisl value
pool.

The following table summarizes the Company’s fallue awards at or for the six months ended Jun2@I®:

Weightec-Average

Gran-Date

Full Value Awards Shares Fair Value
Non-vested at December 31, 20 363,58¢ $ 13.52
Granted 230,67! 13.2¢
Veste: (201,29/) 13.62
Forfeited (3,93) 13.8:
Non-vested at June 30, 2012 389,03¢ $ 13.32
Vested but unissued at June 30, 2012 147,17¢  $ 13.43
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As of June 30, 2012, there was $4.1 million of ltat&recognized compensation cost related to noteddsil value awards granted under the Omnibus.Plaat cost is expected to be recognized
over a weighted-average period of 3.3 years. ®ta fair value of awards vested for the three hemnded June 30, 2012 and 2011 were $0.8 millidr$8.5 million, respectively. The total

fair value of awards vested for the six months en#lene 30, 2012 and 2011 were $2.7 million and #iillfon, respectively. The vested but unissuedyalue awards consist of awards made to
employees and directors who are eligible for reteat. According to the terms of the Omnibus Plaasé employees and directors have no risk of tariei These shares will be issued at the
original contractual vesting dates.

Nor-Full Value Awards: The second pool is available for nfuil value awards, such as stock options. The palblbe increased from time to time by the numbgsloares that are returned tc
retained by the Company as a result of the canim®ilaexpiration, forfeiture or other terminatiohanonfull value award (under the Omnibus Plan or the6lS#ck Option Incentive Plan). T
second pool will not be replenished by shares veithtor surrendered in payment of the exercise micexes, retained by the Company as a resutiefielivery to the award holder of fev
shares than the number underlying the award osélteement of the award in cash.

The following table summarizes certain informatregarding the non-full value awards, all of whidvh been granted as stock options, at or for thmenths ended June 30, 2012:

Weighted- WeightedAverage Aggregate

Average Remaining Intrinsic
Exercise Contractual Value
Non-Full Value Awards Shares Price Term ($000) *
Outstanding at December 31, 2( 975,64( $ 15.1¢€
Granted - -
Exercisec (113,02() 12.0¢t
Forfeited (44,895 12.67
Outstanding at June 30, 2012 817,72¢ $ 15.7: 34 $ 5il3
Exercisable shares at June 30, 2012 755,40¢ $ 16.0¢ 32 $ 281
Vested but unexercisable shares at June 30, 2012 11,12( $ 11.5¢ 64 $ 41

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

As of June 30, 2012, there was $0.1 million ofltatrecognized compensation cost related to undeste-full value awards granted under the Omnidas.Prhat cost is expected to be
recognized over a weighted-average period of latsyeThe vested but unexercisable non-full valuards were made to employees who are eligiblediirement. According to the terms of the
Omnibus Plan, these employees have no risk ofifarte These awards will be exercisable at thgioai contractual vesting dates.

Cash proceeds, fair value received, tax benefitsnsic value related to stock options exercised the weighted average grant date fair value fidioas granted during the six months ended
30, 2012 are provided in the following table:

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

(In thousands 2012 2011 2012 2011
Proceeds from stock options exerci: $ 57C $ 1,49: $ 814 $ 2,01¢
Fair value of shares received upon exercised aksptions - 54 54¢ 54
Tax benefit (expense) related to stock optionsa@sed 3 247 27 183
Intrinsic value of stock options exercis 16 34C 13C 419
Grant date fair value at weighted average n/e n/e n/a n/a
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Phantom Stock Plarthe Company maintains a nguralified phantom stock plan as a supplement tpritdit sharing plan for officers who have achievbd level of Senior Vice President ¢
above and completed one year of service. Howeféicers who had achieved at least the level ofeVRresident and completed one year of service widanuary 1, 2009 remain eligible
participate in the phantom stock plan. Awardsraegle under this plan on certain compensation ngib for awards made under the profit sharingipldue to the terms of the profit shai
plan and the Internal Revenue Code. Employeesweaaiards under this plan proportionate to the amthey would have received under the profit slgaptan, but for limits imposed by t
profit sharing plan and the Internal Revenue Cdtde awards are made as cash awards and then aht@rtommon stock equivalents (phantom shareeahen current market value of
Company’s common stock. Dividends are creditedaitheemployee account in the form of additional phantom shaash time the Company pays a dividend on its comstock. In the eve
of a change of control (as defined in this plam) eanployee’s interest is converted to a fixed ddalamount and deemed to be invested in the sameenasrtheir interest in the Savings Bank’
non-qualified deferred compensation plan. Employees$ weder this plan 20% per year for 5 years. Empsy@so become 100% vested upon a change of cdBingloyees receive their ves
interest in this plan in the form of a cash lummspayment or installments, as elected by the engglpgfter termination of employment. The Companysad its liability under this plan to t
fair value of the shares at the end of each period.

The following table summarizes the Phantom Stoek Rt or for the six months ended June 30, 2012:

Phantom Stock Pla Shares Fair Value
Outstanding at December 31, 2( 39,258 $ 12.6%
Grante 10,801 13.1<
Forfeitel - -
Distributions (432) 13.0z
Outstanding at June 30, 2012 49,62¢ $ 13.62
Vested at June 30, 2012 49,22¢  $ 13.62

The Company recorded stoblesed compensation expense for the Phantom Stackd?I$15,000 and $67,000 for the three monthsceddee 30, 2012 and 2011, respectively. The taie
value of the distributions from the Phantom StotdnRvas $5,000 and $1,000 for the three monthsdceddee 30, 2012 and 2011, respectively.

For the six months ended June 30, 2012 and 20&XCdmpany recorded stotlased compensation expense (benefit) for the Pimagtock Plan of $57,000 and $(30,000), respectivEhe tota
fair value of the distributions from the Phantoract Plan during the six months ended June 30, 20822011 were $6,000 and $2,000, respectively.
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8. Pension and Other Postretirement BeriePlans

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

Three months ended Six months ended
June 30 June 30
(In thousands 2012 2011 2012 2011
Employee Pension Pla
Interest cos $ 22C % 24 % 44C $ 492
Amortization of unrecognized lo 263 152 52¢€ 30€
Expected return on plan assets (310 (309) (620) (61€)
Net employee pension expense $ 172 8 91 % 346 $ 182
Outside Director Pension Plg
Service cos $ 20 % 17 3 440 $ 34
Interest cost 28 31 56 62
Amortization of unrecognized ge ) (13 (14) (26)
Amortization of past service liability 9 10 18 20
Net outside director pension expense $ 50 $ 45 $ 10C  $ 90
Other Postretirement Benefit Plans:
Service cos $ 0C $ 78 % 20C % 15€
Interest cos 54 52 108 104
Amortization of unrecognized lo 10 - 20 -
Amortization of past service credit (21) (21) (42) (42)
Net other postretirement expense $ 143 8 10 $ 28€  $ 218

The Company previously disclosed in its Consoliddmancial Statements for the year ended DeceBhe2011 that it expects to contribute $0.5 milliorthe Company’s Employee Pension
Plan (the “Employee Pension Plan”) and $0.2 milioreach of the Outside Director Pension Plan ‘{@eside Director Pension Plan”) and the other maBement benefit plans (the “Other
Postretirement Benefit Plans”) during the year rgddecember 31, 2012. As of June 30, 2012, the @ampas contributed $0.5 million to the Employeaden Plan, $44,000 to the Outside
Director Pension Plan and $28,000 to the OtherBtirment Benefit Plans. As of June 30, 2012 Gbepany has not revised its expected contributionthe year ending December 31, 2012.

9. Fair Value of Financial Instruments

The Company carries certain financial assets amhfial liabilities at fair value in accordancelwASC Topic 825, “Financial Instruments” (“ASC To825”) and values those financial as!
and financial liabilities in accordance with ASCpio 820, “Fair Value Measurements and Disclosufe&SC Topic 820”). ASC Topic 820 defines fair value as the price thatld be receive
to sell an asset or paid to transfer a liabilitpmorderly transaction between market participahtee measurement date, establishes a frameworkdasuring fair value and expands disclos
about fair value measurements. ASC Topic 825 geremtities to choose to measure many financiatingents and certain other items at fair value J&te 30, 2012, the Company car
financial assets and financial liabilities undeg fhir value option with fair values of $62.3 nulli and $24.4 million, respectively. At December 2111, the Company carried financial assets
financial liabilities under the fair value optioritivfair values of $68.7 million and $26.3 milliorespectively. During the six months ended June28@2, the Company did not elect to carry
additional financial assets or financial liabilgiender the fair value option. The Company eletbetieasure at fair value securities with a costid¥.0 million that were purchased during the
months ended June 30, 2011.
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The following table presents the financial assets #nancial liabilities reported at fair value wrdhe fair value option, and the changes in falug included in the Consolidated Statemel
Income — Net gain from fair value adjustments,rdbo the periods ended as indicated:

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

at June 30, at December 31, Three Months Ended Six Months Ended
(Dollars in thousands) 2012 2011 June 30, 2012 June 30, 2011  June 30, 2012 June 30, 2011
Mortgage-backed securitie $ 30,96¢ % 37,781 % (143 $ 207 % (161) $ (395)
Other securitie 31,373 30,94: 5 (260) 24¢ (769)
Borrowed funds 24,35¢ 26,31! 1,73¢ 1,09¢ 1,90¢ 1,521
Net gain from fair value adjustmer(® @ $ 1,59 $ 1,042 $ 1,99C $ 357

(1) The net gain from fair value adjustmentsspreed in the above table does not include ne¢$osE$2.2 million and $1.2 million for the thre@nths ended June 30, 2012 and 2011,
respectively, from the change in the fair valuéntérest rate caps/swaps.

(2) The net gain from fair value adjustments pnged in the above table does not include net $os683.0 million and $1.2 million for the six maistended June 30, 2012 and 2011,
respectively, from the change in the fair valuéntérest rate caps/swaps.

Included in the fair value of the financial assatsl financial liabilities selected for the fair waloption is the accrued interest receivable oapkeyfor the related instrument. One pooled
preferred security is over 90 days past due ancCtrapany has stopped accruing interest. The Compantynues to accrue on the remaining financiarimsents and reports, as interest inc
or interest expense in the Consolidated Statenfdntome, the interest receivable or payable orfittencial instruments selected for the fair vatydion at their respective contractual rates.

The borrowed funds had a contractual principal amai $61.9 million at June 30, 2012 and Decemler2®11. The fair value of borrowed funds includesrued interest payable of $
million at June 30, 2012 and December 31, 2011.

The Company generally holds its earning assetgrattan securities available for sale, to matuaitg settles its liabilities at maturity. Howeveirfvalue estimates are made at a specific po
time and are based on relevant market informafitvese estimates do not reflect any premium or discthat could result from offering for sale at dime the Company entire holdings of
particular instrument. Accordingly, as assumptiohange, such as interest rates and prepaymentsafae estimates change and these amounts mayenessarily be realized in an immed
sale.

Disclosure of fair value does not require fair valnoformation for items that do not meet the déiimi of a financial instrument or certain otherdfirtial instruments specifically excluded fromr
requirements. These items include core depositgildes and other customer relationships, prenasesequipment, leases, income taxes, foreclosquepies and equity.

Further, fair value disclosure does not attemptaioie future income or business. These items maydterial and accordingly, the fair value informatipresented does not purport to repre
nor should it be construed to represent, the upier'market” or franchise value of the Company.

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

A description of the methods and significant asstimng utilized in estimating the fair value of tBempany’s assets and liabilities that are carriddinvalue on a recurring basis are as follows:

Level 1 —where quoted market prices are available in avactiarket. The Company did not value any of itetser liabilities that are carried at fair value@recurring basis as Level 1 at J
30, 2012 and December 31, 2011.

Level 2 —when quoted market prices are not available, falue is estimated using quoted market prices failai financial instruments and adjusted for diéfleces between the quo
instrument and the instrument being valued. Falue can also be estimated by using pricing modelsliscounted cash flows. Pricing models prinyadse markebased or independen
sourced market parameters as inputs, includingnbutimited to, yield curves, interest rates, éguir debt prices and credit spreads. In additioobservable market information, models
incorporate maturity and cash flow assumptionsJéne 30, 2012, Level 2 included mortgage relatedirtées, corporate debt and interest rate capg'swat December 31, 2011, Leve
included mortgage related securities, corporaté¢ aet interest rate caps.
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Level 3 —when there is limited activity or less transparelaeyund inputs to the valuation, financial instruntseare classified as Level 3. At June 30, 201 Bacember 31, 2011, Leve
included trust preferred securities owned by amibjusubordinated debentures issued by the Company.

The methods described above may produce fair vahegsmay not be indicative of net realizable vatugeflective of future fair values. While the Cpany believes its valuation methods
appropriate and consistent with those of other eigplrticipants, the use of different methodologassumptions and models to determine fair valumedhin financial instruments could prod
different estimates of fair value at the reportitage.

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

For the six months ende

June 30, 201
Trust preferre  Junior subordinate
securities debentures

(In thousands

Beginning balanc $ 563: $ 26,31!
Transfer into Level - -
Net loss from fair value adjustmeiof financial asset (33) -
Net gain from fair valueadjustment of financial liabilitie - (1,90%)
Decrease in accrued inter 1) (50)
Change in unrealized net gains included in otbengrehensive income 55 -
Ending balance $ 5,65: $ 24,35¢

The following table sets forth the assets and litads that are carried at fair value on a recigrirasis and the method that was used to deterimémefair value, at June 30 , 2012 and December
31, 2011:

Quoted Prices

in Active Markets Significant Othel Significant Othel
for Identical Asset: Observable Input Unobservable Input Total carried at fair valu
(Level 1) (Level 2) (Level 3) on a recurring bas
June 30 December 3: June 30 December 3: June 30 December 3: June 30 December 3:
2012 2011 2012 2011 2012 2011 2012 2011
(in thousands
Assets:

Mortgage-backed Securities $ - $ - 738,09¢ $ 747,28t - $ - 738,09¢ $ 747,28t
Other securitie - - 216,26" 59,61( 5,65 5,632 221,91¢ 65,24:
Interest rate caps - - 94 35€ - - 94 35€
Total assets $ - $ - 954,45¢ $  807,25: 5,65: $ 5,632 960,11. $ 812,88t
Liabilities:

Borrowings $ - $ - - $ - 24.35¢ $ 26,311 24,35¢ $ 26,311
Interest rate swaps - - 2,73¢ - - - 2,73¢ -
Total liabilities $ -3 - 2,73¢ $ - 24,35t $ 26,31! 27,09t $ 26,31!
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The following table sets forth the Company’s assieds are carried at fair value on a n@eurring basis and the method that was used &rdete their fair value, at June 30, 2012 and Déx=
31, 2011:

Quoted Price

in Active Markets Significant Other Significant Other

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

(Level 1) (Level 2) (Level 3) on a no-recurring basi:
June 30 December 3: June 30 December 3: June 30 December 3: June 30 December 3:

2012 2011 2012 2011 2012 2011 2012 2011
(in thousands)
Assets:

Impaired loan: $ - $ - $ -3 - % 54,671 $ 48,55¢ % 54,67, $ 48,55¢
Other Real Estate Own¢ - - - - 2,09¢ 3,17¢ 2,09¢ 3,17¢
Total assets $ - $ - $ - % - 03 56,76 $ 51,73:  $ 56,76t $ 51,73¢

The Company did not have any liabilities that weaeried at fair value on a non-recurring basisuaeJ30, 2012 and December 31, 2011.

The estimated fair value of each material cladiafcial instruments at June 30, 2012 and Dece®bg2011 and the related methods and assumptgatsto estimate fair value are as follows:
Cash and Due from Banks, Overnight Interest-EarningDeposits and Federal Funds Sold:

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

FHLB-NY stock:

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

Securities Available for Sale:

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

Loans:

The estimated fair value of loans is estimated isgalinting the expected future cash flows usingctiveent rates at which similar loans would be m@adeorrowers with similar credit ratings ¢
remaining maturities (Level 3 input).

For non-accruing loans, fair value is generallyneated by discounting managemengstimate of future cash flows with a discoun¢ mmmensurate with the risk associated with sgskta ¢
for collateral dependent loans 85% of the appraisédternally estimated value of the property.(eES input).

Due to Depositors:

The fair values of demand, passbook savings, NO@hey market deposits and escrow deposits are, fiyitéden, equal to the amount payable on demartth@treporting dates (i.e. their carry
value) (Level 1). The fair value of fixemkaturity certificates of deposits are estimateddizcounting the expected future cash flows usirgrdtes currently offered for deposits of sin
remaining maturities (Level 2 input).

Borrowings:

The estimated fair value of borrowings are estimdte discounting the contractual cash flows usirtgriest rates in effect for borrowings with simitaaturities and collateral requirements (Lt
2 input) or using a market-standard model (Levielfit).
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Interest Rate Caps:
The estimated fair value of interest rate capsaged upon broker quotes (Level 2 input).
Interest Rate Swaps:
The estimated fair value of interest rate swapmaged upon broker quotes (Level 2 input).

Other Real Estate Owned:

OREO are carried at fair value less selling co3tse fair value is based on appraised value thraughrrent appraisal, or sometimes through annatereview, additionally adjusted by -
estimated costs to sell the property (Level 3 ipput

Other Financial Instruments:

The fair values of commitments to sell, lend orrber are estimated using the fees currently chagepaid to enter into similar agreements, taking iaccount the remaining terms of
agreements and the present creditworthiness ofdbaterparties or on the estimated cost to termitta¢m or otherwise settle with the counterpariethe reporting date. For fixadte loal
commitments to sell, lend or borrow, fair valuesoatonsider the difference between current levielisterest rates and committed rates (where appkgda

At June 30, 2012 and December 31, 2011, the failegeof the above financial instruments approxintiagerecorded amounts of the related fees and mareonsidered to be material.

The following table sets forth the carrying amouamtsl estimated fair values of selected financistrirments as well as assumptions used by the Comipastimating fair value at June 30, 2
and December 31, 2011:

June 30, 201 December 31, 201
Carrying Fair Carrying Fair
Amount Value Level 1 Level 2 Level 3 Amount Value

(in thousands

Assets:
Cash and due from ban $ 41,21¢ $ 41,21¢ $ 41,21¢  $ - 8 - 8 55,721  $ 55,721
MortgagebackecSecurities 738,09¢ 738,09¢ - 738,09¢ - 747,28t 747,28t
Other securitie 221,91¢ 221,91¢ - 216,26! 5,652 65,24 65,24
Loans 3,235,49! 3,409,33! 3,409,33! 3,228,88: 3,407,45.
FHLB-NY stock 36,847 36,847 - 36,847 - 30,24¢ 30,24¢
Interest rate cag 94 94 - 94 - 35€ 35€
OREO 2,09¢ 2,09¢ - - 2,094 3,17¢ 3,17¢
Total assets $  427576. $  4,449,60. $ 41,21¢ $ 991,30! $ 341708 $ 413091, $ 4,309,48!

Liabilities:
Deposits $  3,136,60! 3,137,36° $ 1,636,12: 1,501,24 $ 3,146,24' $  3,211,40!
Borrowings 827,00¢ 871,44¢ - 847,09: 24,35¢ 685,13¢ 728,06"
Interest rate swaps 2,73¢ 2,73¢ - 2,73¢ - - -
Total liabilities $ 396635 $ 401155 $ 1,636,120 $ 2,351,070 $ 24,35¢ $ 3,831,388 $  3,939,47.

10. Derivative Financial Instruments

At June 30, 2012, the Company'’s derivative finahitiatruments consist of purchased options and swape purchased options are used to mitigate tmepanys exposure to rising inter
rates on its financial liabilities without statedaturities. The Company’s swaps are used to mitidfe@eCompanys exposure to rising interest rates on a portid8.( million) of its floating rat
junior subordinated debentures that have a conimhgalue of $61.9 million

These derivatives are not designated as hedgebada combined notional amount of $118.0 milliodwne 30, 2012. Changes in the fair value of thiesivatives are reflected inNeét los:
from fair value adjustments” in the Consolidatedt&ments of Income.
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The following table sets forth information regamglithe Company’s derivative financial instrumentsate 30, 2012:

June 30, 201
Cumulative
Notional Unrealized Net Gain
Amount Purchase Pric Gain Loss (loss) Positiori)

(In thousands

Interest rate caps $ 100,00 $ 9,03t $ - $ 8,941 $ 94
Interest rate swaps 18,00( - - 2,73¢ (2,739
Total derivatives $ 118,000 $ 9,03 $ - $ 11,68 $ (2,645

(1) Derivatives in a net gain position are relear as “Other assets” and derivatives in a netgosgion are recorded as “Other liabilities” irrtGonsolidated Statements of Financial Condition.

The following table displays a summary of the tewhthe interest rate caps and interest rate swapently held by the Savings Bank:

Interest Interest Interest Interest Interest
Rate Cap : Rate Cap : Rate Swap Rate Swap : Rate Swap :
(Dollars in thousands
Notional Amount $ 50,000 $ 50,000 $ 6,000 $ 6,000 $ 6,00(
Trade Date August 12, 200 August 24, 200 March 19, 201  March 20, 201 March 20, 201
Effective Date August 14, 200 August 26, 200 September 1, 20: July 30, 201 June 15, 201
Fixed Rate Paid By Savings Ba n/e n/e 3.1&% 3.21% 3.22%
Adjustable rate paid by counterparty 3 month LIBOF 3 month LIBOF 3 month LIBOF 3 month LIBOF 3 month LIBOF
Strike price (3 month LIBOR 1.47% 1.47% n/e n/e n/e
Maturity Date August 14, 201 August 26, 201 September 1, 20: July 30, 203  September 15, 20:

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

Three months ende Six months ende
June 30 June 30
(In thousands 2012 2011 2012 2011
Financial Derivatives
Interest rate cag $ (148 $ B $ (262 $ =
Interest rate swaps (693 - (2,739 -
Net gain (loss) $ (84) $ (31) $ (3,00) $ =
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11. Income Taxes

Flushing Financial Corporation files consolidatezieral and combined New York State and New Yorly @itome tax returns with its subsidiaries, witle #xception of the Trusts, which 1
separate Federal income tax returns, and Flushiefg@fPed Funding Corporation, which files a sepafderal and New York State income tax returnrasieestate investment trust.

Income tax provisions are summarized as follows:

For the Three montt For the Six month
ended June 3( ended June 3(
(In thousands 2012 2011 2012 2011
Federal:
Current $ 5091 $ 504 $ 8,22¢ 3 8,86¢
Deferred (861) (47€) (369) (390
Total federal tax provision 4,23¢ 4,56¢ 7,86( 8,47¢
State and Loca
Current 1,62C 1,64% 2,33t 2,752
Deferred (337) (218) (11€) (179
Total state and local tax provision 1,28¢ 1,427 2,217 2,57%
Total income tax provision $ 551¢ $ 5991 $ 10,071 $ 11,04¢

The income tax provision in the Consolidated Statets of Income has been provided at effective rat&9.0% and 39.8% for the three months ended 30n2012 and 2011, respectively,
39.0% and 39.4% for the six months ended June@®I® and 2011, respectively.

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

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

(dollars in thousands 2012 2011 2012 2011
Taxes at federal statutory rate $ 4,95E 35.(% $ 5,27: 35.(% $ 9,04t 35.(% 9,827 35.(%
Increase (reduction) in taxes resulting frc

State and local income tax, net of Federal incom

tax benefit 83t 5.¢ 927 6.2 1,442 5.€ 1,672 6.C

Other (271 (1.9 (209) (1.4 (410 (1.6) (450 (1.6)

Taxes at effective rate $ 5,51¢ 39.(% $ 5,991 39.8% $ 10,071 39.(% $ 11,04¢ 39.4%

The Company has recorded a deferred tax asset3o7 $illion at June 30, 2012, which is included'@ther assetsin the Consolidated Statements of Financial CooulitiThis represents t
anticipated net federal, state and local tax bénefipected to be realized in future years uporutligation of the underlying tax attributes corigamg this balance. The Company has repc
taxable income for federal, state, and local tasppses in each of the past three fiscal years.dnagement’s opinion, in view of the Compaprevious, current and projected future earr
trend, the probability that some of the Compan$32.3 million deferred tax liability can be ugedoffset a portion of the deferred tax asset, ai as certain tax planning strategies, it is r
likely than not that the deferred tax asset wilféy realized. Accordingly, no valuation allowameas deemed necessary for the deferred tax dshai@30, 2012.
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12. Accumulated Other Comprehensive Incom

The components of accumulated other comprehensogerie at June 30, 2012 and December 31, 2011 archénges during the periods are as follows:

Other December
June 30 Comprehensiv 31,
2012 Income (loss 2011
(In thousands
Net unrealized gain on securitiavailable for sale $ 15,38 $ 3,706 $ 11,67¢
Net actuarial loss on pension plans ¢other postretirement benef (6,91¢) 29¢ (7,21€)
Prior service cost on pension plans and othergtgment benefits 337 (13) 35C
Accumulated other comprehensive income $ 8,80 $ 3991 $ 4,812

13. Regulatory

The Federal Deposit Insurance Corporation Improvendet of 1991 (“FDICIA”) imposes a number of mandatory supervisory measurdsanks and thrift institutions. Among other me;
FDICIA establishes five capital zones or classifimas (wellcapitalized, adequately capitalized, undercapidlizsignificantly undercapitalized and criticallyndercapitalized). Sut
classifications are used by the Office of the Cowifgr of the Currency (“OCC”) and other bank reafory agencies to determine matters ranging frooh éastitutions quarterly FDIC depos
insurance premium assessments, to approvals atapphs authorizing institutions to grow their efssize or otherwise expand business activitieslddgapital regulations, the Savings Bar
required to comply with each of three separatetahptequacy standards.

At June 30, 2012, the Savings Bank exceeded eathedhree capital requirements and is categorgetivell-capitalized"under the prompt corrective action regulationst f68eh below is
summary of the Savings Bank’s compliance:

(Dollars in thousands Amount Percent of Asse
Core Capital:
Capital leve $ 416,54: 9.45%
Well capitalizec 220,42 5.0C
Exces: 196,12( 4.4t
Tier 1 Risk-Based Capital:
Capital leve $ 416,54: 13.71%
Well capitalizec 182,36( 6.0C
Exces: 234,18: 7.71
Risk-Based Capital:
Capital leve $ 447,44 14.7:%
Well capitalized 303,93! 10.0C
Exces: 143,50¢ 4.7z
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14. New Authoritative Accounting Pronounements

In April 2011, the FASB issued ASU No. 2011-03, efhemends the authoritative accounting guidancemuA&C Topic 860 Transfers and Servicing The amendments in this update rerr
from the assessment of effective control (1) thegon requiring the transferor to have the apitit repurchase or redeem the financial assetubstantially the agreed terms, even in the €
of default by the transferee and (2) the collateralntenance implementation guidance related todti@rion. The amendments in this update areatffe for the first interim or annual per
beginning on or after December 15, 2011 and shbeldpplied prospectively to transactions or modifans of existing transactions that occur on terahe effective date. Early adoption is
permitted. Adoption of this update did not haveaemal effect on the Company’s consolidated resofitoperations or financial condition.

In May 2011, the FASB issued ASU No. 2011-04, whachends the authoritative accounting guidance uA& Topic 820 ‘Fair Value Measurement The amendments in this update cle
how to measure and disclose fair value under AS@IcCT820. The amendments in this update are effedbtv the first interim or annual period beginniog or after December 15, 2011
should be applied prospectively to transactionmodifications of existing transactions that occarar after the effective date. Early adoption i$ permitted. Adoption of this update did
have a material effect on the Company’s consolitlegsults of operations or financial condition.

In June 2011, the FASB issued ASU No. 2011-05, Wwhimends the authoritative accounting guidanceuA8€ Topic 220 “Comprehensive Incom& The amendments eliminate the optio
present components of other comprehensive incontleeirstatement of stockholders’ equity. Instead,iew guidance requires entities to present albwoer changes in stockholdeejuity
either as a single continuous statement of compsEhe income or as two separate but consecutitersémts. The amendments in this update are eféefivthe first interim or annual peri
beginning on or after December 15, 2011 and mustamdied retrospectively. Early adoption is peredtt Adoption of this update did not have a matesfédct on the Compang’consolidate
results of operations or financial condition. See €onsolidated Statements of Comprehensive Income.

In September 2011, the FASB issued ASU No. 201wbich amends the authoritative accounting guidammer ASC Topic 350 htangibles — Goodwill and Othet The amendments in t
update permit an entity to first assess qualitafactors to determine whether it is more likelythaot that the fair value of a reporting unit isdethan its carrying amount as a basit
determining whether it is necessary to performtihe-step goodwill impairment test described in T®50. The more-likely-thanet threshold is defined as having a likelihoodrafre than 5
percent. The amendments in this update are efteftivannual and interim goodwill impairment tegesformed for fiscal years beginning after Decemt®r2011. Early adoption is permitt
including for annual and interim goodwill impairnteests performed as of a date before Septembe2s,, if an entitys financial statements for the most recent annualiterim period hav
not yet been issued. Adoption of this update didhawe a material effect on the Company’s constdidiaesults of operations or financial condition.
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ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

This Quarterly Report should be read in conjunctigith the more detailed and comprehensive disclesimcluded in our Annual Report on Form K@er the year ended December 31, 2011
addition, please read this section in conjunctiagthwur Consolidated Financial Statements and Nabe€onsolidated Financial Statements containecimer

As used in this Quarterly Report, the words “way8,” “our” and the “Company” are used to refer todhing Financial Corporation and its direct andirect wholly-owned subsidiaries, Flushi
Savings Bank, FSB (the “Savings Bank”), Flushingr@eercial Bank (the “Commercial Bank,” and togetheéth the Savings Bank, the “Banks’flushing Preferred Funding Corporati
Flushing Service Corporation and FSB Properties, In

Statements contained in this Quarterly Report iredato plans, strategies, objectives, economicgearénce and trends, projections of results of $igeactivities or investments and otl

statements that are not descriptions of historfizels may be forwartboking statements within the meaning of Sectiol 2 the Securities Act of 1933 and Section 21Eh# Securitie

Exchange Act of 1934. Forwatdeking information is inherently subject to risked uncertainties and actual results could diffatemally from those currently anticipated due touanber o

factors, which include, but are not limited to, tfas discussed elsewhere in this Quarterly Repudtia other documents filed by us with the Secesitand Exchange Commission from tim

time, including, without limitation, our Annual Rer on Form 10-K for the year ended December 31,12F-orward-looking statements may be identifiedtéyns such as “may,” “will,”
“should,” “could,” “expects,” “plans,” “intends,” &nticipates,” “believes,” “estimates,” “predictsforecasts,” “potential” or “continuedr similar terms or the negative of these termshaéugt

we believe that the expectations reflected in tevérdiooking statements are reasonable, we cannot giegrdature results, levels of activity, performarareachievements. We have

obligation to update these forward-looking statetsen

Executive Summary

We are a Delaware corporation organized in May 18%e direction of the Savings Bank. The Savidgsk was organized in 1929 as a New York Statetetet mutual savings bank. In 19
the Savings Bank converted to a federally chartenathal savings bank and changed its name fromhiigsSavings Bank to Flushing Savings Bank, FSBe $lavings Bank converted fror
federally chartered mutual savings bank to a fdijechartered stock savings bank in 1995. On July2D11, as a result of the Doéfdank Wall Street Reform and Consumer Protectiot) the
Savings Bank’s primary regulator became the Oftitehe Comptroller of the Currency (“OCC”). The 8@’ deposits are insured to the maximum allowable armbyrthe Federal Depo
Insurance Corporation (“FDIC”)The primary business of Flushing Financial Corgoraat this time is the operation of its wholly oethsubsidiary, the Savings Bank. The Savings Bawhks
four subsidiaries: Flushing Commercial Bank, FlaghPreferred Funding Corporation, Flushing Ser@oeporation and FSB Properties Inc. In November62@0e Savings Bank launched
internet branch, iGObanking.cofn. The activities of Flushing Financial Corporatior grimarily funded by dividends, if any, receivedrfi the Savings Bank, issuances of junior subotdd
debt and issuances of equity securities. Flushingrfeial Corporation’s common stock is traded aRASDAQ Global Select Market under the symbol ‘EPI

Our principal business is attracting retail depofiom the general public and investing those digpdsgether with funds generated from ongoing apens and borrowings, primarily in |
originations and purchases of multi-family residanproperties and, to a lesser extent, one-to-fagrily (focusing on mixedsse properties, which are properties that contaiih besidentiz
dwelling units and commercial units) and commerpéal estate mortgage loans; (2) construction lopnmarily for residential properties; (3) Smalu@ness Administration (“SBA”Joans an
other small business loans; (4) mortgage loarogates such as mortgage-backed securities; aid. §6)government securities, corporate fixedeme securities and other marketable secui
We also originate certain other consumer loansitioly overdraft lines of credit.
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Our results of operations depend primarily on negriest income, which is the difference betweeninbeme earned on its interest-earning assetstenddst of our interedtearing liabilities. Ne
interest income is the result of our interest mna@rgin, which is the difference between the avergighl earned on interest-earning assets and teeage cost of intere$earing liabilities
adjusted for the difference in the average balafdeterest-earning assets compared to the avdralgace of interest-bearing liabilities. We alsm@mte norinterest income from loan fe:
service charges on deposit accounts, mortgagecgegviees, and other fees, income earned on BankeOwife Insurance (“BOLI”), dividends on Federabide Bank of New York (“FHLB-
NY”) stock and net gains and losses on sales of sesudtid loans. Our operating expenses consist pailhciof employee compensation and benefits, oceccpand equipment costs, ot
general and administrative expenses and incomexp&nse. Our results of operations also can béfisantly affected by our periodic provision fordn losses and specific provision for los
on real estate owned.

Our strategy is to continue our focus on beingretitution serving consumers, businesses, and gmartal units in our local markets. In furtheran€éhis objective, we intend to:

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

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

increase our commitment to the multi-cultural mé#place, with a particular focus on the Asian comityim Queens;

maintain asset quality;

manage deposit growth and maintain a low cost d$uthrough

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

cross sell to lending and deposit customers;

take advantage of market disruptions to attraentadnd customers from competitors;

manage interest rate risk and capital: and

manage enterprise-wide risk.

There can be no assurance that we will be abléfdotvely implement this strategy. Our strategyigject to change by the Board of Directors.

Our investment policy, which is approved by the Boaf Directors, is designed primarily to manage ihterest rate sensitivity of our overall assetd Babilities, to generate a favorable ref
without incurring undue interest rate risk and dreigk, to complement our lending activities amdgrovide and maintain liquidity. In establishingrdnvestment strategies, we consider
business and growth strategies, the economic emwvient, our interest rate risk exposure, our inta@e sensitivity “gapposition, the types of securities to be held afofactors. We classi
our investment securities as available for sale.

We carry a portion of our financial assets andrfoal liabilities at fair value and record changesheir fair value through earnings in narerest income on our Consolidated Statemer
Income and Comprehensive Income. A descriptionhef financial assets and financial liabilities tlaaé carried at fair value through earnings candwnd in Note 9 of the Notes to -
Consolidated Financial Statements.

We saw continued improvement in nonperforming asset they decreased by $9.5 million during themséguarter of 2012. Chargéfs and the provision for loan losses were bosis fihan th
prior quarter’s performance. As in most of theopmuarters, the majority of chargéfs came from revisions to our carrying valuesdushapon our program of continually obtaining upd
appraisals. As in prior quarters, we have recoatetge-offs based upon these up-to-date valueppsed to adding to the allowance. As a resultdaveot carry norperforming assets at mc
than 85% of their current appraised value. Thicess has insured that we have kept pace with chgngiues in the real estate market and helpedtaiaistrong returns on our delinquent |
sales, which was 92% of book balance for the quarte

Classified assets and criticized assets continbeid improving trend that began over a year agdchvhesulted in an 8% reduction in these categarigbe second quarter of 2012, and a
reduction since December 31, 2010.

Loan originations for the second quarter of 2012 tote&63.7 million, the highest level since the secqndrter of 2008, more than double compared tos#wond quarter of 2011, and
increase of 38% compared to the first quarter cf2208imultaneously, loan applications in processeased to $277.3 million, the highest amount sihaee 2008. The growth in Ic
applications in process includes growth in all of Ending areas, with the Business Banking areadimg on adjustable rate loans.
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Net income for the six months ended June 30, 2042 $15.8 million, a decrease of $1.3 million, @8, compared to $17.0 million for the six monthsleh June 30, 2011. Diluted earnings
common share were $0.52 for the six months ended 30, 2012, a decrease of $0.03, or 5.5%, from53r the six months ended June 30, 2011.

Return on average equity was 7.5% for the six moetided June 30, 2012 compared to 8.6% for thexsiths ended June 30, 2011. Return on averages agaet0.7% for the six months en
June 30, 2012 compared to 0.8% for the six montkdee June 30, 2011.

Our net interest margin for the second quarter @f2was 3.68%, an improvement of seven basis pdinta the second quarter of 2011, and the samehasfor the first quarter
2012. Continued growth in the average balancer# deposits helped us to reduce funding costth&Company as we lowered total deposit and bormgwates by 14 basis points from the
quarter of 2012 and 40 basis points from the secpradter of 2011. This enabled us to deliver réawt interest income for the quarter of $38.3iomill

We recorded a provision for loan losses of $11.lianiduring the six months ended June 30, 2014¢cvivas an increase of $1.0 million from $10.0 millrecorded during the six months en
June 30, 2011. The provision was deemed necessagy result of the regular quarterly analysis ef aflowance for loan losses. The regular quartarlglysis is based on management
evaluation of the risks inherent in the various poments of the loan portfolio and other factorsjuding historical loan loss experience (which jglated quarterly), changes in the compos
and volume of the portfolio, collection policiesdta@xperience, trends in the volume of non-accreah$ and local and national economic conditions."S&.LOWANCE FOR LOAN LOSSES.”

The Savings Bank continues to be well-capitalizaden regulatory requirements, with Core, Tier k+tised and Total riskased capital ratios of 9.45%, 13.71% and 14.72%pectively, ¢
June 30, 2012.

COMPARISON OF OPERATING RESULTS FOR THE THREE MONTH S ENDED
JUNE 30, 2012 AND 2011

General. Net income for the three months ended June 32 ¥as $8.6 million, a decrease of $0.4 million4@%, compared to $9.1 million for the three merghded June 30, 2011. Dilu
earnings per common share were $0.28 for the thagths ended June 30, 2012, a decrease of $0.814%y, from $0.29 for the three months ended Jn@B11. Return on average equity
8.1% for the three months ended June 30, 2012 cadpa 9.1% for the three months ended June 30L.Z2Ré&turn on average assets was 0.8% for botheathtiee month periods ended June
2012 and 2011.

Interest Income. Total interest and dividend income decreased 8gllion, or 3.7%, to $54.4 million for the threeomths ended June 30, 2012 from $56.5 million fer ree months end
June 30, 2011. The decrease in interest incomeattrdsutable to a 31 basis point decline in thddy@ interestearning assets to 5.23% for the three months eddied 30, 2012 from 5.54%
the comparable prior year period combined with & 8illion decrease in the average balance of loéms to $3,204.1 million for the three monthsled June 30, 2012, from $3,220.9 mil
for the comparable prior year period. The 31 bpeist decline in the yield of interestrning assets was primarily due to a 22 basigt pettuction in the yield of the loan portfolio to76% fol
the three months ended June 30, 2012 from 5.98%héothree months ended June 30, 2011, combindédan80 basis point decline in the yield on totausities to 3.58% for the three mon
ended June 30, 2012 from 4.18% for the comparaiie year period. In addition, the yield of inter@&mrning assets was negatively impacted by a $18li8mdecrease in the average balanc
the higher yielding loan portfolio for the three mtles ended June 30, 2012 and a $123.3 million &serén the average balances of the lower yieldeuyisties portfolio for the three mon
ended June 30, 2012, as compared to the compgmabteyear period. These factors that reduced talel yvere partially offset by a $31.0 million dease in the average balance of lower yiel
interestearning deposits to $29.8 million for the three thenended June 30, 2012 from $60.8 million for ¢cbenparable prior year period. The 22 basis poictetese in the yield of the lo
portfolio was primarily due to a decline in theesitearned on new loan originations partially offsgtan increase in prepayment penalty income dutiegthree months ended June 30, @
compared to the three months ended June 30, 20tElyi€ld on the mortgage loan portfolio decreasee basis points to 5.85% for the three months énldme 30, 2012 from 5.94% for
three months ended March 31, 2012. The yield emibrtgage loan portfolio, excluding prepaymentgbgrincome, decreased 24 basis points to 5.72%hfothree months ended June 30, :
from 5.96% for the three months ended June 30, .20é 60 basis point decrease in the securitiegghoryield was primarily due to the purchase @wnsecurities at lower yields than
existing portfolio.
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Interest Expense. Interest expense decreased $3.6 million, or 18t8%16.1 million for the three months ended J80e2012 from $19.7 million for the three monthsled June 30, 2011. T
decrease in interest expense was due to the reduntthe cost of interedtearing liabilities, which decreased 40 basis oint1.69% for the three months ended June 30, #0102 2.09% fo
the comparable prior year period, partially offegta $40.7 million increase in the average balafdaterestbearing liabilities to $3,806.3 million for the #& months ended June 30, 2012 1
$3,765.6 million for the comparable prior year pdri The 40 basis point decrease in the cost efést-bearing liabilities was primarily attributatib the Banksteducing the rates it pays on
deposit products and a reduction in the cost ofdveed funds. The cost of certificates of deposibtney market accounts, savings accounts and NOWuatzdecreased 13 basis points, 24 |
points, 43 basis points and 25 basis points, reispég for the three months ended June 30, 204t fthe comparable prior year period. This restuilteal decrease in the cost of due to depos
of 25 basis points to 1.37% for the three monthdednJune 30, 2012 from 1.62% for the three montite@ June 30, 2011. The cost of borrowed fundsedsed 140 basis points from
comparable prior year period to 3.00% for the thremths ended June 30, 2012. This decrease inoteo€ borrowed funds was primarily due to maturbigrowings being replaced at lov
rates and new borrowings being obtained at lowesra

Net Interest Income. For the three months ended June 30, 2012, resesttincome was $38.3 million, an increase of $dilbon, or 4.1%, from $36.8 million for the thremonths ended Ju
30, 2011. The increase in net interest income wtaib@Eable to a nine basis point increase in theimerest spread to 3.54% for the three months edded 30, 2012 from 3.45% for the tF
months ended June 30, 2011, combined with an isere& $75.5 million in the average balance of ie¢eearning assets to $4,156.0 million for the threentin® ended June 30, 2012 fr
$4,080.5 million for the comparable prior year pdri The yield on interestarning assets decreased 31 basis points to 5.@3#ef three months ended June 30, 2012 from 5f64%e thre:
months ended June 30, 2011. However, this was ithare offset by a decline in the cost of funds ofb&Bis points to 1.69% for the three months ende B0, 2012 from 2.09% for t
comparable prior year period. The net interest mairgproved seven basis points to 3.68% for theahmonths ended June 30, 2012 from 3.61% for tree= tmonths ended June 30, 2(
Excluding prepayment penalty income, the net irseneargin would have increased five basis point3.5®% for the three months ended June 30, 2012 8&4% for the three months en
June 30, 2011.

Provision for Loan Losses. A provision for loan losses of $5.0 million was oeded for the three months ended June 30, 201Zhwhias the same as that recorded for the threehm@mtde
June 30, 2011. During the three months ended 30n2012, non-performing loans decreased $7.7amilio $112.2 million from $119.9 million at March,32012. Net chargeffs for the thre
months ended June 30, 2012 totaled $4.7 milliorf%basis points of average loans. The current-loaralue ratio for our noperforming loans collateralized by real estate @h4% at Jur
30, 2012. When we have obtained properties thrdagdtlosure, we have been able to quickly sellgraperties at amounts that approximate book vaNe anticipate that we will continue
see low loss content in our loan portfolio. The iBgs Bank continues to maintain conservative undéng standards. However, given the level of merforming loans, the current econo
uncertainties, and the chargéfs recorded in the second quarter of 2012, mamageé, as a result of the regular quarterly analgkthe allowance for loans losses, deemed it rezegg0 record
$5.0 million provision for possible loan losseglie second quarter of 2012. See “~ALLOWANCE FOR LNDROSSES.”

Non-Interest Income . Nondnterest income for the three months ended June2@02 was $1.1 million, a decrease of $1.0 millfoom $2.1 million for the three months ended Juif
2011. The decrease in non-interest income wasapilyrdue to $0.8 million in OTTI charges recordeul five private issue collateralized mortgage adtiigns (“CMO”) during the three mont
ended June 30, 2012 and a $0.4 million increasethosses recorded from fair value adjustments.

Non-Interest Expense. Non-interest expense was $20.2 million for the threath® ended June 30, 2012, an increase of $1.4hmiliir 7.3%, from $18.9 million for the three man#mded Jur
30, 2011. The increase was primarily due to thevgmoof the Company over the past year, which inetithe opening of a new branch in January 201Zrigaland benefits increased $
million for the three months ended June 30, 20I#mared to the three months ended June 30, 201 hplyndue to the opening of a new branch in 2012ingrease in stock based compensi
expense and employee benefits expense. In additbar operating expense for the three months edded 30, 2012 increased $0.6 million primarily ¢o&0.2 million in net losses recorc
from the sale of other real estate owned (“OREf@¢torded during the three months ended June 3@ @frhpared to $0.3 million in net gains from thiessf OREO recorded during the th
months ended June 30, 2011. The efficiency rati® 48a0% for the three months ended June 30, 20hpa®d to 48.8% for the three months ended Jun2(3a..
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Income before Income Taxes. Income before the provision for income taxes desgda0.9 million, or 6.0%, to $14.2 million for ttleee months ended June 30, 2012 from $15.1 mifto the
three months ended June 30, 2011 for the reaseossdied above.

Provision for Income Taxes. Income tax expense decreased $0.5 million to $5llfomfor the three months ended June 30, 201#nff6.0 million for the three months ended June28a,1
The effective tax rate was 39.0% and 39.8% fortlhee months ended June 30, 2012 and 2011, resglgcti

COMPARISON OF OPERATING RESULTS FOR THE SIX MONTHS ENDED
JUNE 30, 2012 AND 2011

General. Net income for the six months ended June 30, 2042 $15.8 million, a decrease of $1.3 million, @498, compared to $17.0 million for the six monthsles June 30, 2011. Dilut
earnings per common share were $0.52 for the sitinscended June 30, 2012, a decrease of $0.035%r, from $0.55 for the six months ended June 8@12 Return on average equity \
7.5% for the six months ended June 30, 2012 cordpar8.6% for the six months ended June 30, 20&turR on average assets was 0.7% for the six mamtthed June 30, 2012 compare
0.8% for the six months ended June 30, 2011.

Interest Income. Total interest and dividend income decreased B¥llibn, or 4.2%, to $108.8 million for the six mths ended June 30, 2012 from $113.5 million ferthx months ended Ju
30, 2011. The decrease in interest income wadbathile to a 25 basis point decline in the yieldntérestearning assets to 5.30% for the six months ended 30, 2012 from 5.55% in t
comparable prior year period. The decrease inigld yas partially offset by a $16.0 million incszain the average balance of interestning assets to $4,109.1 million for the six rhergnde
June 30, 2012 from $4,093.2 million for the compéegrior year period. The 25 basis point declime¢hie yield of interesearning assets was primarily due to a 20 basist peduction in th
yield of the loan portfolio to 5.79% for the six mths ended June 30, 2012 from 5.99% for the sixthsoanded June 30, 2011, combined with a 48 basig decline in the yield on tof
securities to 3.69% for the six months ended June2B812 from 4.17% for the comparable prior yeaiquk In addition, the yield of interestarning assets was negatively impacted by a !
million decrease in the average balance of thedrigielding loan portfolio for the six months endéahe 30, 2012 and a $73.6 million increase inaterage balances of the lower yielc
securities portfolio for the six months ended JBAe2012, as compared to the comparable prior yeaod. These factors that reduced the yield waréglly offset by a $22.0 million decreas¢
the average balance of lower yielding intereatning deposits to $37.4 million for the three therended June 30, 2012 from $59.4 million for ¢benparable prior year period. The 20 b
point decrease in the yield of the loan portfoliasaprimarily due to a decline in the rates earnedew loan originations. The 35 basis point de@eagshe securities portfolio was primarily ¢
to the purchase of new securities at lower yiefdmtthe existing portfolio. The yield on the moggdoan portfolio decreased 18 basis points t0%.%@r the six months ended June 30,
from 6.08% for the six months ended June 30, 200He yield on the mortgage loan portfolio, exclglprepayment penalty income, decreased 23 bagisspioi 5.76% for the six months en
June 30, 2012 from 5.99% for the six months endee 30, 2011.

Interest Expense . Interest expense decreased $6.4 million, or%6t® $33.2 million for the six months ended JuBe 2012 from $39.6 million for the six months endkohe 30, 2011. Tl
decrease in interest expense was due to the redunotthe cost of interestearing liabilities, which decreased 33 basis oiat1.76% for the six months ended June 30, 2@ £.09% for th
comparable prior year period. The 33 basis poictefse in the cost of interest-bearing liabilitiesss primarily attributable to the Bank®ducing the rates it pays on its deposit prodants ¢
reduction in the cost borrowed funds. The costesfificates of deposit, money market accounts,reg/accounts and NOW accounts decreased 13 basis,[®1 basis points, 38 basis points
22 basis points, respectively, for the six monthdesl June 30, 2012 from the comparable prior yedog@. This resulted in a decrease in the cosiuefto depositors of 20 basis points to 1.
for the six months ended June 30, 2012 from 1.64#4He six months ended June 30, 2011. The cosbwbwed funds decreased 112 basis points to 3f28%he six months ended June
2012 from 4.40% for the six months ended June B@12vith the average balance increasing $57.0anilio $733.3 million for the six months ended J80e2012 from $676.3 million for tl
six months ended June 30, 2011. The decrease itosief borrowed funds was primarily due to matgrborrowings being replaced at lower rates and bemowings being obtained at lov
rates.
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Net Interest Income. For the six months ended June 30, 2012, netistténcome was $75.6 million, an increase of $illon, or 2.3%, from $74.0 million for the six mths ended June 30,
2011. The increase in net interest income wasatable to an eight basis point increase in thamtetest spread to 3.54% for the six months erldea 30, 2012 from 3.46% for the six months
ended June 30, 2011, combined with an increas@@&d3million in the average balance of interestgdy assets to $4,109.1 million for the six morghsled June 30, 2012 from $4,093.2 million
for the comparable prior year period. The yieldrterest-earning assets decreased 25 basis poifit80% for the six months ended June 30, 2012 k5% for the six months ended June 30,
2011. However, this was more than offset by a dedf the cost of funds of 33 basis points to 1.76f4he six months ended June 30, 2011 from 2.69%he comparable prior year period. 1
net interest margin improved seven basis poin8@68% for the six months ended June 30, 2012 frd@h9 for the six months ended June 30, 2011. Ekuiuprepayment penalty income, the
net interest margin would have been 3.58% for then®nths ended June 30, 2012, an increase of tasie points from 3.55% for the six months endedw 30, 2011.

Provision for Loan Losses. A provision for loan losses of $11.0 million wasorded for the six months ended June 30, 201&hakas an increase of $1.0 million from $10.0 ioillrecorde
in the six months ended June 30, 2011. During thensnths ended June 30, 2012, mmrforming loans decreased $5.2 million to $112illon from $117.4 million at December 31, 2011.t
charge-offs for the six months ended June 30, 20t2ed $10.4 million, or 65 basis points of averdgans. The current loan-to-value ratio for oun-performing loans collateralized by r
estate was 61.1% at June 30, 2012. When we haa@ettproperties through foreclosure, we have laddmto quickly sell the properties at amounts #giroximate book value. We anticig
that we will continue to see low loss content i taan portfolio. The Bank continues to maintaimservative underwriting standards. However, gives level of norperforming loans, tt
current economic uncertainties, and the chafferecorded during the six months ended Jun€302, management, as a result of the regular qliaeralysis of the allowance for loans los
deemed it necessary to record an $11.0 millionipiow for possible loan losses for the six monthdesl June 30, 2012. See “-ALLOWANCE FOR LOAN LOSSES

Non-Interest Income. Non-dinterest income for the six months ended June 802 2vas $3.0 million, which was the same as thadroed for the six months ended June 30, 2011linémease ¢
$0.2 million in net losses from fair value adjustiteewas offset by a $0.2 million decrease in OTHarges recorded during the six months ended Jun203@ compared to the six months er
June 30, 2011.

Non-Interest Expense. Non-interest expense was $41.8 million for the six rhergnded June 30, 2012, an increase of $2.9 milioid.5%, from $38.9 million for the six monthsdexd June 3!
2011. The increase was primarily due to the grasitthe Company over the past year, which includeddpening of a new branch in January 2012. Salane benefits increased $1.8 mil
for the six months ended June 30, 2012 compardietsix months ended June 30, 2011 primarily dudécopening of a new branch in January 2012, arease in stock based compense
expense and employee benefits expense. Other ygeexipense for the six months ended June 30, B@t@ased $0.9 million primarily due to $0.3 miilin net losses recorded from the sal
OREO recorded during the six months ended Jun@@R compared to $0.2 million in net gains from siage of OREOQ recorded during the six months erddes 30, 2011. In addition, ofl
real estate owned/foreclosure expense increasddndillion in the six months ended June 30, 2012 pared to the six months ended June 30, 2011. Tiueety ratio was 51.2% for the thi
months ended June 30, 2012 compared to 49.6%éddhtee months ended June 30, 2011.

Income before Income Taxes. Income before the provision for income taxes desgda$2.2 million, or 8.0%, to $25.8 million for thix months ended June 30, 2012 from $28.1 millamrthe
six months ended June 30, 2011 for the reasonastied above.

Provision for Income Taxes. Income tax expense decreased $1.0 million to $0llibn for the six months ended June 30, 2012 f&hi.0 million for the six months ended June 3@,120The
effective tax rate was 39.0% and 39.4% for thensdnths ended June 30, 2012 and 2011, respectively.

FINANCIAL CONDITION

Assets. Total assets at June 30, 2012 were $4,435.8 milinrincrease of $147.9 million, or 3.5%, from $%,2 million at December 31, 2011. Total loans,ineteased $6.1 million, during t
six months ended June 30, 2012 to $3,204.6 miffiom $3,198.5 million at December 31, 2011. Loaigioations and purchases were $282.3 million fershk months ended June 30, 201z
increase of $105.0 million from $177.3 million ftre six months ended June 30, 2011. During themsirths ended June 30, 2012, we continued to fonuthe origination of multfamily
properties and deemphasize mmmrer occupied commercial real estate and congruégnding. Loan applications in process havetiooled to show improvement, totaling $277.3 millial
June 30, 2012 compared to $194.4 million at Dece@be2011 and $197.4 million at June 30, 2011.
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The following table shows loan originations andghases for the periods indicated. The table incdudan purchases of $3.5 million and $14.5 millionthe six months ended June 30, 2012
2011, respectively, and $1.9 million for the threenths ended June 30, 2011. No loans were purchiased the three months ended June 30, 2012.

For the three montt For the six month
ended June 30, ended June 30,
(In thousands) 2012 2011 2012 2011

Multi-family residential $ 79,850 $ 54,46 $ 141,750 $ 100,48(
Commercial real esta 16,38¢ 1,59: 19,81 3,012
One-to-four family — mixec-use propert 5,36¢ 7,82¢ 10,481 12,64¢
One-to-four family - residentia 4,88¢ 3,85¢ 10,69¢ 7,20¢
Cc-operative apartmen 1,62¢ - 1,62¢ -
Constructior 57C 197 57C 1,202
Small Business Administratic 67 50¢ 332 2,83¢
Taxi Medallion - 2,41C 3,46¢ 26,23¢
Commercial business and other 54,96¢ 7,42¢ 93,601 23,71
Total $ 163,72.  $ 78,27¢  $ 282,33t $ 177,33¢

We continue to maintain conservative underwrititendards that include, among other things, a loavatue ratio of 75% or less and a debt coveragie o at least 125%. Multi-family
residential, commercial real estate and one-to-famnily mixed-use property mortgage loans origidadering the second quarter of 2012 had an avdcageto-value ratio of 48.8% and an
average debt coverage ratio of 202%.

The Savings Bank’s non-performing assets totaletl7 §ll million at June 30, 2012, a decrease of $6lliomfrom $123.2 million at December 31, 2011.talbbnonperforming assets as
percentage of total assets were 2.64% at June03@, @mpared to 2.87% at December 31, 2011. Tie ghtllowance for loan losses to total nperforming loans was 27.5% at June 30, &
compared to 25.8% at December 31, 2011. See — UBRR@ED DEBT RESTRUCUTURED AND NON-PERFORMING ASSETS.

During the six months ended June 30, 2012, mortfpag&ed securities decreased $9.2 million, or 1204,738.1 million from $747.3 million at June 2MW12. The decrease in mortgaugecke(
securities during the six months ended June 302 2@ds primarily due to principal repayments of $7million partially offset by purchases of $65.0llinh and a $5.7 million improvement
fair value. Additionally, during the six months emtlJune 30, 2012 $0.8 million in OTTI charges weorded on five private issue CMOs. During thersionths ended June 30, 2012, o
securities increased $156.7 million, or 240.2%$221.9 million from $65.2 million at December 31012. The increase in other securities during tixensonths ended June 30, 2012

primarily due to purchases of $160.4 million. Otkecurities primarily consist of securities issbgdjovernment agencies, mutual or bond funds thegst in government and government agt
securities and corporate bonds.

Liabilities. Total liabilities were $4,004.9 million at June 2M12, an increase of $133.8 million, or 3.5%, fr$#871.0 million at December 31, 2011. During $hemonths ended June
2012, due to depositors decreased $15.7 millio).5%, to $3,100.7 million, as a result of a $2&ilion decrease in certificates of deposit palyiaffset by a $12.9 million increase in ¢
deposits. Borrowed funds increased $141.9 milliarirdy the six months ended June 30, 2012. Thesase in borrowed funds was primarily due to a neteiase of $82.5 million in long te
borrowings combined with a $60.0 million increaseshort-term borrowings.

Equity. Total stockholders’ equity increased $14.1 million3.4%, to $431.0 million at June 30, 2012 fro#1&.9 million at December 31, 2011. Stockholdeuity increased primarily due
net income of $15.8 million for the six months eddrine 30, 2012, an increase in other compreheisdeene of $4.0 million primarily due to an increais the fair value of the securit
portfolio and $1.4 million due to the issuance b&®s from the annual funding of certain employs@ement plans through the release of common sHewen the Employee Benefit Trust.
addition, the exercise of stock options increasedkiolders’equity by $0.8 million, including the income taxriadit realized. These increases were partiallyetffs/ the declaration and paym
of dividends on the Comparss/common stock of $7.9 million and the purchasé3f,900 treasury shares at a cost of $1.7 millBook value per common share was $13.92 at Jun2CB(
compared to $13.49 at December 31, 2011. Tangiimé balue per common share was $13.40 at Juned3@, @mpared to $12.96 at December 31, 2011.
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On September 28, 2011, the Company announced theraation by the Board of Directors of a new coamstock repurchase program which authorizes thehpse of up to 1,000,000 she
of the Company’s common stock. During the six rhereénded June 30, 2012, the Company repurchase@003¢hares of the Compasytommon stock at an average cost of $13.15 pee.
At June 30, 2012, 607,062 shares remain to be chpsed under the current stock repurchase progdtonk will be purchased under the current stockirgpase program from time to time
the open market or through private transactiorisjesti to market conditions. There is no expiraormaximum dollar amount under this authorization.

Cash flow. During the six months ended June 30, 2012, fymdsided by the Company's operating activities amed to $35.8 million. These funds, together witf2%.9 million provided b
financing activities and funds available at theibeing of the period, were utilized to fund net ésting activities of $174.2 million. The Compangtimary business objective is the origina
and purchase of one-to-four family (including mixese properties), mulfamily residential and commercial real estate megtyloans and commercial, business and SBA loamsn@the si:
months ended June 30, 2012, the net total of lefinations and purchases less loan repaymentssaled was $24.9 million. During the six months ehdene 30, 2012, the Company
funded $225.4 million in purchases of securitiesil@ble for sale. During the six months ended J8Bg2012, funds were primarily provided by an @ase of $60.7 million in shotérm
borrowed funds and an $82.5 million net increaskig-term borrowed funds. Additionally, funds were pdmd by $82.3 million in proceeds from maturitieajes, calls and prepayment:
securities available for sale. These increasedefdra $10.1 million decrease in deposits. The Comjadso used funds of $7.9 million and $2.2 millimn dividend payments and purchase
treasury stock, respectively, during the six momthded June 30, 2012.

INTEREST RATE RISK

The Consolidated Statements of Financial Positewetbeen prepared in accordance with generallypaedeaccounting principles in the United StateAiwierica, which require the measuren
of financial position and operating results in teraf historical dollars without considering the obaes in fair value of certain investments due @ngfes in interest rates. Generally, the fair v
of financial investments such as loans and seesriluctuates inversely with changes in interesgsraAs a result, increases in interest ratesdcesult in decreases in the fair value of
Company'’s interest-earning assets which could ademaffect the Company’s results of operatioruiftsassets were sold, or, in the case of secudi@ssified as available-faale, decreases
the Company'’s stockholders’ equity, if such se@sitvere retained.

The Company manages the mix of interest-earningtassd interedtearing liabilities on a continuous basis to mazinieturn and adjust its exposure to interestrigke On a quarterly bas
management prepares the “Earnings and Economicdex@do Changes in Interest Rateport for review by the Board of Directors, as suamnized below. This report quantifies the potd
changes in net interest income and net portfollaevahould interest rates go up 400 basis poingoam 200 basis points (shocked), assuming thel gietves of the rate shocks will be paralle
each other. Net portfolio value is defined asriarket value of assets net of the market valugabflities. The market value of assets and lialbtitis determined using a discounted cash
calculation. The net portfolio value ratio is taio of the net portfolio value to the market vahf assets. All changes in income and value a&&sored as percentage changes from the pro
net interest income and net portfolio value at blase interest rate scenario. The base interestscanario assumes interest rates at June 30, 2Qitkus estimates regarding prepayn
assumptions are made at each level of rate shamkelkr, prepayment penalty income is excluded ftois analysis. Actual results could differ signdittly from these estimates. At June
2012, the Company was within the guidelines sahfby the Board of Directors for each interest tatel.
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The following table presents the Company’s interatt shock as of June 30, 2012:

Projected Percentage Change

Net Interest

Net Portfolio

Net Portfolio

Change in Interest Ra Income Value Value Ratio
-200 Basis point -2.7€ 29.5¢ 15.3¢%
-100 Basis point -1.0t 16.0C 14.0¢
Base interest rai 0.0C 0.0C 12.51
+100 Basis point -4.74 -16.1¢ 10.87
+200 Basis point -8.97 -31.5¢ 9.2C
+300 Basis points -13.7¢ -45.71 7.5¢
+400 Basis point -19.6¢ -49.3:¢ 6.0¢
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AVERAGE BALANCES

Net interest income represents the difference batvilrcome on intere-earning assets and expense on interest-bearifitiess. Net interest income depends upon thatied amount of interest-
earning assets and interest-bearing liabilities thednterest rate earned or paid on them. THevihg table sets forth certain information relatito the Companyg Consolidated Statements
Financial Condition and Consolidated Statementinoéme for the three months ended June 30, 201228#d, and reflects the average yield on assetsamarhge cost of liabilities for t
periods indicated. Such yields and costs are déry dividing income or expense by the averagertza of assets or liabilities, respectively, far feriods shown. Average balances are de
from average daily balances. The yields includerization of fees which are considered adjustménigelds.

For the three months ended June

2012 2011
Average Yield/ Average Yield/
Balance Interest Cost Balance Interest Cost
Assets (Dollars in thousands
Interest-earning assets:
Mortgage loans, net (: $ 2,910,02: 42,541 58:% $  2,926,73i 44,31( 6.06%
Other loans, net (1) 294,03. 3,582 4.87 294,14« 3,811 5.1¢
Total loans, net 3,204,05! 46,12: 5.7€ 3,220,88: 48,121 5.9¢
Mortgage-backed securitie 713,58¢ 6,87¢ 3.8t 735,89! 7,85( 4.27
Other securities 208,54« 1,37¢ 2.64 62,85¢ 501 3.1¢
Total securities 922,13! 8,25( 3.5¢ 798,744 8,351 4.1¢
Interest-earning deposits and federal funds sold 29,81¢ 11 0.1 60,83: 27 0.1¢
Total interest-earning assets 4,156,00: 54,38¢ 5.2¢ 4,080,46: 56,49¢ 5.5¢
Other assets 242 51¢ 215,40t
Total assets $ 4,398,52 $  4,295,87
Liabilities and Equity
Interes-bearing liabilities
Deposits:
Savings accoun $ 330,57: 16€ 020 $ 376,35: 597 0.6
NOW account 1,035,24! 1,58¢ 0.61 804,76¢ 1,72¢ 0.8¢
Money market accoun 181,94( 101 0.22 301,35( 35C 0.4¢
Certificate of deposit accounts 1,426,13i 8,36( 2.34 1,566,901 9,66¢ 2.41
Total due to depositors 2,973,89 10,21¢ 1.37 3,049,36! 12,34: 1.62
Mortgagors' escrow accounts 49,63( 7 0.0€ 47,57¢ 12 0.1C
Total deposit 3,023,521 10,22¢ 1.3t 3,096,94 12,354 1.6C
Borrowed funds 782,74« 5,872 3.0C 668,63¢ 7,35( 4.4C
Total interest-bearing liabilities 3,806,27! 16,091 1.6¢ 3,765,58: 19,70/ 2.0¢
Non interes-bearing deposit 132,56¢ 106,17!
Other liabilities 34,80: 25,74
Total liabilities 3,973,64. 3,897,50:
Equity 424,88( 398,36¢
Total liabilities and equity $  4,398,52. $ 4,295,887
Net interest incomenet interest rate spread $ 38,28 3.54% $ 36,79¢ 3.45%
Net interes-earning assets / net interest margin $ 349,73 3.66% $ 314,88: 3.61%
Ratio of interest-earning assets to interest-bgdiabilities 1.0¢X 1.06X
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(1) Loan interest income includes loan fee income (Whieludes net amortization of deferred fees arstszdate charges, and prepayment penalties) abajppately $0.7 million and $0
million for the three months ended June 30, 20122011, respectively

The following table sets forth certain informatiadating to the Companyg’Consolidated Statements of Financial Conditiath @ansolidated Statements of Income for the sixthmended Jut
30, 2012 and 2011, and reflects the average yieldssets and average cost of liabilities for théoge indicated. Such yields and costs are derbyedividing income or expense by the ave
balance of assets or liabilities, respectively, the periods shown. Average balances are derin@d fiverage daily balances. The yields include réimadion of fees which are conside
adjustments to yields.

For the six months ended June

2012 2011
Average Yield/ Average Yield/
Balance Interest Cost Balance Interest Cost
Assets (Dollars in thousands
Interest-earning assets:
Mortgage loans, net ( $ 2,908,42; 85,73¢ 59(% $ 2,936,82 89,24 6.0¢%
Other loans, net (1) 290,58¢ 6,94¢ 4.7¢ 297,86¢ 7,561 5.0¢
Total loans, net 3,199,01 92,68 5.7¢ 3,234,69 96,81! 5.9¢
Mortgage-backed securitie 710,08: 13,887 3.91 739,74« 15,70« 4.2t
Other securities 162,65: 2,201 2.71 59,35( 95€ 3.22
Total securities 872,73 16,08¢ 3.6¢ 799,09« 16,66( 4.17
Interest-earning deposits and federal funds sold 37,39: 28 0.1 59,39: 54 0.1¢
Total interest-earning assets 4,109,131 108,79¢ 5.3C 4,093,18; 113,52¢ 5.5¢F
Other assets 238,78 215,17(
Total assets $  4,347,92: $  4,308,35:
Liabilities and Equity
Interes-bearing liabilities
Deposits
Savings accounts $ 334,81t 39¢ 024 $ 376,54° 1,172 0.6z
NOW account 1,008,01i 3,23¢ 0.64 817,82: 3,50( 0.8¢
Money market accoun 188,52: 26% 0.2¢ 332,31( 80¢ 0.4¢
Certificate of deposit accounts 1,460,141 17,217 2.3€ 1,540,83! 19,18t 2.4¢
Total due to deposito 2,991,49 21,117 1.41 3,067,51! 24,66¢ 1.61
Mortgagors' escrow accounts 43,93¢ 18 0.0¢ 41,80« 24 0.11
Total deposit 3,035,42 21,13t 1.3¢ 3,109,31! 24,68¢ 1.5¢
Borrowed funds 733,33 12,032 3.2¢ 676,29: 14,881 4.4C
Total interest-bearing liabilities 3,768,75! 33,167 1.7¢€ 3,785,61; 39,57¢ 2.0¢
Non interes-bearing deposit 122,52¢ 102,66
Other liabilities 33,45¢ 26,14
Total liabilities 3,924,74 3,914,411
Equity 422,18: 393,93t
Total liabilities and equity $  4,346,92: $  4,308,35:
Net interest incomenet interest rate spread $ 75,63: 3.54% $ 73,95( 3.4%
Net interes-earning assets / net interest margin $ 340,37¢ 3.66%0 $ 307,57( 3.61%
Ratio of interest-earning assets to interest-bgdiabilities 1.06X 1.0&X

(1)Loan interest income includes loan fee income (Whicludes net amortization of deferred fees arstscdate charges, and prepayment penalties) abajppately $1.3 million and $0
million for the six months ended June 30, 2012 201, respectively.
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LOANS

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

For the six months ended June
(In thousands 201z 2011

Mortgage Loans

At beginning of period $ 2,939,01: $ 2,966,89I
Mortgage loans originate:
Multi-family residentia 141,75: 100,48(
Commercial real esta 19,81: 3,01z
Oneto-four family — mixec-use property 10,481 12,64¢
Oneto-four family — residential 10,69« 7,20¢
Cc-operative apartmen 1,62¢ -
Construction 57C 1,202
Total mortgage loans originated 184,93° 124,54¢
Less:
Principal and other reductio 178,14° 147,16¢
Sales 15,70¢ 7,62¢€
At end of period $ 2,930,09: $ 2,936,64

Commercial Business and Other Loans

At beginning of perioc $ 27498. $ 292,93¢
Other loans originate(
Small business administrati 332 2,83¢
Taxi Medallion 8 11,77¢
Commercial busines 91,80¢ 21,841
Other 1,79¢ 1,87¢
Total other loans originated 93,94. 38,33¢
Other loans purchased:
Taxi Medallion 3,45¢ 14,45¢
Total other loans purchased 3,45¢ 14,45¢
Less:
Principal and other reductio 79,50¢ 62,77
Sales and loans transferred to available fier sa 1,37¢ 4,00%
At end of period $ 291,49. $ 278,94¢
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TROUBLED DEBT RESTRUCUTURED AND NON -PERFORMING ASSETS

Management continues to adhere to the Savings Bamkiservative underwriting standards. The SavBaysk takes a proactive approach to managing detinigioans, including conducting <
examinations and encouraging borrowers to meet avifavings Bank representative. The Savings Baslbban developing shagrm payment plans that enable certain borrowebsitg thei
loans current. The Savings Bank reviews its delmgies on a loan by loan basis and continuallya®eglways to help borrowers meet their obligatiand return them back to current status
times, the Savings Bank may restructure a loamé&ble a borrower to continue making payments whendeemed to be in the best lotegm interest of the Savings Bank. This restructues
include making concessions to the borrower thatSheings Bank would not make in the normal courfsbusiness, such as reducing the interest raté tinatinext reset date, extending
amortization period thereby lowering the monthlyments, or changing the loan to interest only payséor a limited time period. At times, certairoptem loans have been restructures
combining more than one of these options. The $@viBank believes that restructuring these loarteisimanner will allow certain borrowers to becoare remain current on their loans.
Savings Bank classifies these loans as Troubled Restructured (“TDR”)Loans which have been current for six consecutioatirs at the time they are restructured as TDR ireomaaccrue
status. Loans which were delinquent at the timg #re restructured as a TDR are placed onaummmual status until they have made timely paym@ntsix consecutive months. Loans that
restructured as TDR but are not performing in adance with the restructured terms are excluded fiteenTDR table below, as they are placed on nomsatstatus and reported as non-
performing loans.

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

June 30 March 31, December 31
(In thousands 2012 2012 2011
Accrual Status:
Multi-family residentia $ 2,34¢ % 2,35 $ 9,41z
Commercial real estate 1,89¢ 2,40 2,413
One-to-four family - mixec-use propert 1,08C 1,08¢ 795
Construction loan 3,87¢ 5,00¢ 5,58¢
Commercial business and other 2,00( 2,00( 2,00(
Total 11,20( 12,85: 20,20¢
Non-accrual status:
Commercial real esta 5,281 1,38¢ -
One-to-four family - mixed-use property 1,27¢ 17C -
Total 6,562 1,55¢ -
Total performing troubled debt restructured $ 17,76: $ 14,41C  $ 20,20¢

During the six months ended June 30, 2012, four T@&ing $7.2 million were transferred to non-amdrand seven loans totaling $6.9 million werertestired as TDR.

Interest income on loans is recognized on the atdrasis. The accrual of income on loans is disnaetd when certain factors, such as contractuahgieéncy of 90 days or more, indic
reasonable doubt as to the timely collectabilitysoch income. Additionally, uncollected interestyously recognized on nomecrual loans is reversed from interest incoméatime the loan
placed on non-accrual statud.oans in default 90 days or more as to their mgtutate but not their payments continue to accnterést as long as the borrower continues to remoitthly
payments.
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The following table shows non-performing assethatperiods indicated:

June 30 March 31, December 31
(In thousands 2012 2012 2011
Loans 90 days or more past due and still accruing:
Multi-family residentia $ - 38 - 8 6,281
Commercial real esta - - 92
Construction loans - 10€ -
Total - 10¢€ 6,37¢
Non-accrual loans:
Multi-family residentia 27,97 25,98¢ 19,94¢
Commercial real esta 19,58¢ 24,87¢ 19,89¢
One-to-four family - mixec-use propert 20,437 23,47¢ 28,42¢
One-to-four family - residentia 12,45( 12,33 12,76¢€
Cc-operative apartmen 10¢ 11C 152
Construction loan 9,84¢ 11,94¢ 14,721
Small business administratit 392 592 493
Commercial business and other 21,40 20,47¢ 14,66(
Total 112,19¢ 119,79¢ 111,06:
Total non-performing loans 112,19:¢ 119,90¢ 117,44
Other non-performing assets:
Real estate acquired through foreclos 2,092 3,60 3,17¢
Investment securitie 2,761 3,03¢ 2,562
Total 4,85t 6,63¢ 5,741
Total non-performing assets $ 117,04t $ 126,54 $ 123,18.

Included in noraccrual loans were nine loans totaling $20.9 milliaine loans totaling $23.2 million and six loawnsaling $17.1 million which were restructured aBR which were nc
performing in accordance with their restructureang at June 30, 2012, March 31, 2012 and Decenthe2@ 1, respectively.

The Bank’s norperforming assets totaled $117.0 million at June2®12, a decrease of $9.5 million from $126.5iorillat March 31, 2012 and a decrease of $6.1 mifiom $123.2 million ¢
December 31, 2011. Total n@erforming assets as a percentage of total assees 264% at June 30, 2012 compared to 2.90% athvai, 2012 and 2.87% at December 31, 2011. The ot
allowance for loan losses to total non-performiogris was 27.5% at June 30, 2012 compared to 25.8arah 31, 2012 and 25.8% at December 31, 2011.

The Bank’s norperforming assets totaled $112.2 million at June2®12, a decrease of $7.7 million from $119.9iorillat March 31, 2012 and a decrease of $5.2 mifiom $117.4 million ¢
December 31, 2011. During the three months endee 30, 2012, 38 loans totaling $12.2 million, (a&$0.2 million in charge-offs), were added to rerforming loans, 13 loans totaling $
million were returned to performing status, eighdrs totaling $1.4 million were paid in full, 14alts totaling $6.2 million were sold, two loans lioigr $0.3 million were transferred to other 1
estate owned, and charge-offs of $4.7 million wemrded on non-performing loans that were noneperihg at the beginning of the second quarter 420

Non-performing investment securities include two pootagst preferred securities for which we are natereing payments. At June 30, 2012, these investreeaurities had a combin
amortized cost and market value of $8.3 million &adB million, respectively.
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The following table shows our delinquent loans tr@t less than 90 days past due still accruingasteand considered performing at the periods atdit:

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

Multi-family residentia $ 1,921 $ 21,72 $ 6,341 $ 20,08
Commercial real esta 862 11,371 1,797 10,71%
One-to-four family - mixed-use property 4,87¢ 17,80: 3,027 20,48(
One-to-four family - residentia 1,45¢ 2,90¢ 1,76¢ 4,69¢
Cc-operative apartmen - - - -
Construction loan - 2,462 - 5,06&
Small Business Administratic - 1,032 - 16
Taxi medallion - - 71
Commercial business and other 2,16( 67 96€ 1,05¢
Total delinquent loans $ 11,27 $ 57,35¢ $ 13,90C $ 62,182

CRITICIZED AND CLASSIFIED ASSETS

Our policy is to review our assets, focusing prifiyaon the loan portfolio, other real estate owraedl the investment portfolios, to ensure that tteglic quality is maintained at the high
levels. When weaknesses are identified, immediet®n is taken to correct the problem throughdalimontact with the borrower or issuer. We then iteorthese assets and, in accordance
our policy and current regulatory guidelines, wsigeate them as “Special Mention,” which is considea “Criticized Asset,” and “Substandard,” “Dofulbf’ or “Loss,” which are considert
“Classified Assets,” as deemed necessary. We watggan asset as Substandard when adeéired weakness is identified that jeopardizesattelerly liquidation of the debt. We designate
asset as Doubtful when it displays the inherentkwess of a Substandard asset with the added poowisat collection of the debt in full, on the sasf existing facts, is highly improbable. '
designate an asset as Loss if it is deemed thedisbincapable of repayment. Loans that are deségl as Loss are charged to the Allowance for Llamses. Assets that are naccrual ar
designated as Substandard, Doubtful or Loss. Wigite an asset as Special Mention if the asset doewarrant designation within one of the othategories, but does contain a potel
weakness that deserves closer attention. Our@uittized and Classified assets were $268.5 nmliid June 30, 2012, a decrease of $36.7 milliom %805.1 million at December 31, 2011.

-5C-




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

The following table sets forth the Banks’ assetsigieated as Criticized and Classified at June 8022

(In thousands Special Mentio Substandar Doubtful Loss Total
Loans:
Multi-family residentia $ 13,79¢  $ 37,19: $ - 0% - 0% 50,98¢
Commercial real esta 14,191 31,38: - - 45,57¢
One-to-four family - mixec-use propert 13,167 30,83: - - 43,99¢
One-to-four family - residential 4,197 14,93: - - 19,12¢
Cc-operative apartmen - 312 - - 312
Construction loan 9,13t 15,47: - - 24,607
Small Business Administratic 213 35€ 247 - 81€
Commercial business and other 3,731 24,44( 1,16¢ - 29,34(
Total loans 58,427 154,92( 1,41€ - 214,76:
Investment Securities: @)
Pooled trust preferred securiti - 15,57¢ - - 15,57¢
Private issue CMO - 36,02¢ - - 36,02¢
Total investment securities - 51,60: - - 51,60:
Other Real Estate Owned - 2,09¢ - - 2,09¢
Total $ 58,420 $ 208,61 $ 141€ 8 - 3 268,46(
The following table sets forth the Banks’ assetsigieated as Criticized and Classified at Decemtef811:
(In thousands Special Mentio Substandar Doubtful Loss Total
Loans:
Multi-family residentia $ 17,13t $ 41,390 $ - 0% - 0% 58,52¢
Commercial real esta 12,26¢ 41,24% - - 53,511
One-to-four family - mixec-use propert 17,39: 33,83: - - 51,22«
One-to-four family - residentia 3,127 14,34 - - 17,47
Co-operative apartments 203 152 - - 35€
Construction loan 2,57(C 28,55t - - 31,12¢
Small Business Administratic 66€ 25€ 214 - 1,13¢
Commercial business and other 13,58¢ 17,61¢ 1,16¢ - 32,361
Total loans 66,94: 177,39: 1,382 - 245,71
Investment Securities: @)
Pooled trust preferred securiti - 15,34« - - 15,34+
Private issue CMO - 40,90¢ - - 40,90¢
Total investment securities - 56,24¢ - - 56,24¢
Other Real Estate Owned - 3,17¢ - - 3,17¢
Total $ 66,94. $ 236,81¢ $ 138 % - 3 305,14!

(1) Our investment securities are classifiedexsisties available for sale and as such are chatéheir fair value in our Consolidated FinanS#htements. The securities above had a fair

of $39.5 million and $41.1 million at June 30, 20d2d December 31, 2011, respectively. Under cumppticable regulatory guidelines, we are requiedlisclose the classified investm
securities, as shown in the tables above, at Hwk values (amortized cost, or fair value for sei@s that are under the fair value option). Aduiglly, the requirement is only for the Banks’
securities. Flushing Financial Corporation had pwiwate issue trust preferred securities classifis®ubstandard with a combined market value & $fllion at June 30, 2012 and Decembel
2011.
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On a quarterly basis, all collateral dependentdahat are designated as Special Mention, Substadd@oubtful are internally reviewed for impairnmiebased on updated cash flows for inc
producing properties or updated independent apdsaisThe loan balances of collateral dependenairagd loans are then compared to the loans updaitredalue. The balance which exceeds
value is generally charged-off to the allowanceléan losses.

We designate investment securities as Substandaed the investment grade rating by one or mor&éefrating agencies is below investment grade. We dasignated a total of 19 investn
securities that are held at the Savings Bank ast8ntiard at June 30, 2012. Our classified invedtiseeurities at June 30, 2012 held by the SavireyskBnclude 15 private issue CMOs re
below investment grade by one or more of the ratiggncies, three issues of pooled trust preferedrgies and one private issue trust preferrediritgc The Investment Securities which
classified as Substandard at June 30, 2012 areitiesthat were rated investment grade when welmsed them. These securities have each been sebsgglowngraded by at least one ra
agency to below investment grade. Through Jun@@02, two of the pooled trust preferred securitied eight private issue CMOs are not paying priadcgmd interest as scheduled. We test
of these securities quarterly for impairment, tiglo@n independent third party.

ALLOWANCE FOR LOAN LOSSES

We have established and maintain on our bookslawahce for loan losses that is designed to progideserve against estimated losses inherent imwarall loan portfolio. The allowance
established through a provision for loan lossegtas managemestevaluation of the risk inherent in the varioumponents of the loan portfolio and other factams|uding historical loan lo:
experience (which is updated quarterly), changebéncomposition and volume of the portfolio, cotlen policies and experience, trends in the volwheonaccrual and classified loans
local and national economic conditions. The deteation of the amount of the allowance for loan éssscludes estimates that are susceptible tofiignt changes due to changes in appr
values of collateral, national and local econonunditions and other factors. We incurred total ctergeeffs of $4.7 million and $3.1 million during thertie months ended June 30, 2012
2011, respectively, and $10.4 million and $8.3 imilduring the six months ended June 30, 2012 &id espectively. The national and regional ecaeswere generally considered to be
recession from December 2007 through the midd06B. This has resulted in increased unemploymmshd@clining property values, although the propeeiue declines in the New York C
metropolitan area have not been as great as mdmy ateas of the country. While the national arngloreal economies have shown signs of improvememtesthe second half of 201
unemployment has remained at elevated levels. Bheridration in the economy has resulted in anal level of nomperforming loans, which totaled $112.2 million and 30, 2012 ar
$117.4 million at December 31, 2011. The SavingskBaunderwriting standards generally require anlt@value ratio of no more than 75% at the time then lizaoriginated. At June 30, 20.
the average outstanding principal balance of our-performing loans was 61.1% of the estimated curvalue of the supporting collateral, after coesidg the chargeffs that have bee
recorded. A provision for loan losses of $11.0 imilland $10.0 million was recorded for the six nfenénded June 30, 2012 and 2011, respectively.

We review our loan portfolio by separate categonéh similar risk and collateral characteristiesg., multi-family residential, commercial realast one-to-four family mixed-use property, one-
to-four family residential, co-operative apartmestnstruction, SBA, commercial business, taxi miggtaland consumer loans. Impaired loans are segrdgand reviewed separately. All non-
accrual loans and TDRs are considered impairedailag loans secured by real estate are revieweedbas the fair value of their collateral. In contiet with the determination of tl
allowance, the market value of collateral ordinardl evaluated by our staff appraiser. On a quigrteasis, the estimated values of impaired mortgages are internally reviewed basec
updated cash flows for income producing propesdied, at times, an updated independent appraisaitégsned. The loan balances of collateral depenidgmaired loans are then compared tc
loans updated fair value. The balance which excégidvalue is generally chargaaff. We do not allocate additional reserves to ®arhich have been written down to their fair valher
evaluating a loan for impairment, we do not relygurarantees and the amount of impairment, if apased on the fair value of the collateral. Weadbcarry loans at a value in excess of the
value due to a guarantee from the borrower. Imgainertgage loans that were written down resultethfguarterly reviews or updated appraisals thatatdd the propertiegstimated value hi
declined from when the loan was originated. Lodaassified as TDR which are performing in accordanith their modified terms are evaluated basetherprojected discounted cash flow
the restructured loan at the loans effective irsterate prior to restructuring. A portion of théomlance for loan losses is allocated in the amdwynivhich the recorded investment in the T
exceeds the discounted cash flow. For non-collbzehimpaired loans, management estimates anyeeies that are anticipated for each loan. A parti6 the allowance is allocated to non-
collateralized loans based on these estimates.dBars¢he review of impaired loans, which includearis classified as TDR, a portion of the allowawes allocated to impaired loans in
amount of $1.2 million and $4.2 million at June 3012 and December 31, 2011, respectively.
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General provisions are established against perfagigians in our portfolio in amounts deemed prudsntanagement. A portion of the allowance is @ted to the remaining portfolio basec
historical loss experience. The historical lossqueused for this allocation was three years. Managnt also prepared an additional analysis to ertkat the remaining unallocated portion ol
allowance for possible loan losses is sufficientdwer losses inherent in the loan portfolio. Tdmslysis considered: (1) the current economic enwirent, (2) delinquency and naeerual trend:
(3) classified loan trends, (4) the risk inherenbur loan portfolio and volume and trends of lbgpes, (5) recent trends in chargfs, (6) changes in underwriting standards, (€)experienct
ability and depth of our lenders, and (8) collectimlicies and experience. Based on these revimasagement concluded the general portion of tlwevathce should be $29.7 million and $-
million at June 30, 2012 and December 31, 201pe@svely, resulting in a total allowance of $3@8lion and $30.3 million at June 30, 2012 and Deber 31, 2011, respectively. The Boar
Directors reviews and approves the adequacy oélibevance for loan losses on a quarterly basis.ddament has concluded and the Board of Directs<bacurred, that at June 30, 2012
allowance was sufficient to absorb losses inhereatr loan portfolio.

The following table sets forth the activity in tB®@mpany's allowance for loan losses for the periodeated:
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For the six months ended June

(Dollars in thousands) 201z 2011
Balance at beginning of peric $ 30,34 $ 27,69¢
Provision for loan losse 11,00( 10,00(
Chargt-offs:
Multi-family residentia (2,167) (1,81%)
Commercial real esta (2,227) (2,527%)
Oneto-four family — mixec-use propert (2,329 (58¢)
Oneto-four family — residential (89¢) (2,997)
Cc-operative apartmen (43) -
Construction (2,447) (709)
Small Business Administratic (265) (48¢)
Commercial business and other (529 (450)
Total charge-offs (10,889 (8,559
Recoveries
Multi-family residential 80 21
Commercial real esta 12E -
Oneto-four family — mixec-use propert) 79 10¢
One-to-four family — residential 29 63
Small Business Administratic 23 17
Commercial business and other 102 9
Total recoveries 43¢ 21¢
Net charg-offs (10,445 (8,341)
Balance at end of period $ 30,89¢ $ 29,35¢
Ratio of net char¢-offs during the period taverage loans outstanding during the pe 0.65% 0.52%
Ratio of allowance for loan losses to gross loarend of perioc 0.9€% 0.91%
Ratio of allowance for loan losses to -performingassets at end of peri 26.4(% 25.41%
Ratio of allowance for loan losses to non-perfognimans at end of period 27.5% 26.68%

RECENT PROPOSED CHANGES TO REGULATORY CAPITAL RULES

During the second quarter of 2012, the federal bagklatory agencies jointly issued three noticeproposed rulemaking ("NPRs") that would revisel aeplace the agencies' current ca
rules. The NPRs include numerous revisions to #igting capital regulations, including, but not ited to, the following:

« Revises the definition of regulatory capital comeoits and related calculations.

« Adds a new common equity tier 1 capital ratio.

Increases the minimum tier 1 capital ratio requieatrfrom four percent to six percent.

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

Implements a new capital conservation buffer thati limit payment of capital distributions and tzén discretionary bonus payments to executivecef and key risk takers if t
banking organization does not hold certain amoaht®mmon equity tier 1 capital in addition to teaseeded to meet its minimum I-based capital requiremen

« Provides a transition period for several aspectshefproposed rule, including the phase-out pefardcertain nonqualifying capital instruments, the new minimum italpratic
requirements, the capital conservation buffer, tuedregulatory capital adjustments and deducti
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« Revises risk weights for residential mortgages taseloan-to-value ratios and certain product amdenwriting features.
« Increases capital requirements for past-due Id&gh, volatility commercial real estate exposuresl eertain short-term loan commitments.
« Removes references to credit ratings consisteiit 8giction 939A of the Dodd-Frank Act.
« Establishes due diligence requirements for seeatitn exposures.
The proposed NPRs will result in the Company, idithdn to the Banks, becoming subject to capitauieements. Based on our preliminary assessmetfitcoNPRs, we believe we will see

increase in our total riskreighted assets. However, the Company and the Baaked on our preliminary assessment, would rheateguirements of the NPRs and will continue tedresidere
well-capitalized.

-5E-




PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES

ITEM 3.  QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK

For a discussion of the qualitative and quantitatiisclosures about market risk, see the informatinder the caption "Management's Discussion aralyais of Financial Condition and Resi
of Operations - Interest Rate Risk."

ITEM 4. CONTROLS AND PROCEDURES

The Company carried out, under the supervisionvaitid the participation of the Comparsymanagement, including its Chief Executive Offiaad Chief Financial Officer, an evaluation of
effectiveness of the design and operation of then@my’s disclosure controls and procedures (asiéefin Rule 13d5(e) under the Securities Exchange Act of 1934)fake end of the peric
covered by this Quarterly Report. Based upon évatuation, the Chief Executive Officer and Chiéfidncial Officer concluded that, as of June 30,20he design and operation of th
disclosure controls and procedures were effectivering the period covered by this Quarterly Repthrere have been no changes in the Comaingérnal control over financial reporting t
have materially affected, or are reasonably likelynaterially affect, the Company’s internal cohteer financial reporting.
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ITEM 1. LEGAL PROCEEDINGS

The Company is a defendant in various lawsuitsng@ment of the Company, after consultation wittside legal counsel, believes that the resolutiothese various matters will not resul
any material adverse effect on the Company's catete financial condition, results of operationsl @ash flows.

ITEM 1A. RISK FACTORS
There have been no material changes from the aistiors disclosed in the Company’s Annual Reporfform 10-K for the year ended December 31, 2011.
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@aynduring the three months ended June 30, 2012:

Maximum

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

Period Purchase Paid per Shai or Program: or Program:
April 1 to April 30, 2012 - 8 = - 640,76:
May 1 to May 31, 201 - - - 640,76:
June 1 to June 30, 2012 33,70( 13.01 33,70( 607,06

Total 33,70 $ 13.07 33,70(

On September 28, 2011, the Company announced ther&ation by the Board of Directors of a new coamstock repurchase program, which authorizes tinehase of up to 1,000,000 shg
of the Company’s common stock. During the threenth® ended June 30, 2012, the Company repurcha&&06Bshares of the Compasytommon stock at an average cost of $13.0
share. At June 30, 2012, 640,762 shares remdie tepurchased under the current stock repurchragegm. Stock will be purchased under the cursesck repurchase program from timi
time, in the open market or through private tratieas subject to market conditions. There is noirtjon or maximum dollar amount under this authation.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.
ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
ITEM5. OTHER INFORMATION

None.
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Exhibit No. Description

2.1 Agreement and Plan of Merger dated as of Decem®e2@5 by and between Flushing Financial Corponatind Atlantic Liberty Financial Corp. (

3.1 Certificate of Incorporation of Flushing Financ@brporation (1’

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

33 Certificate of Amendment to Certificate of Incorption of Flushing Financial Corporation (6)

3.4 Certificate of Designations of Series A Junior Rigvating Preferred Stock of Flushing Financial @anation (4)

35 Certificate of Increase of Shares Designated ai@$SArJunior Participating Preferred Stock of FlaghFinancial Corporation (Z

3.6 By-Laws of Flushing Financial Corporation (1)

4.1 Rights Agreement, dated as of September 8, 20@&gele@ Flushing Financial Corporation and Computmsirust Company N.A., as Rights Agent, whichudels
the form of Certificate of Increase of Shares Deatgd as Series A Junior Participating PreferrediSas Exhibit A, form of Right Certificate as EgHiB and the
Summary of Rights to Purchase Preferred Stock i (5)

4.2 Flushing Financial Corporation has outstandingaterong-term debt. None of such debt exceeds ¢ecept of Flushing Financial Corporation's totaeds; therefore,
copies of constituent instruments defining the t3ghf the holders of such debt are not includeexsbits. Copies of instruments with respect tohsleng-term debt
will be furnished to the Securities and Exchangen@dssion upon reques

311 Certification pursuant to Section 302 of the Sads-Oxley Act of 2002 by the Chief Executive Officeilgtl herewith)

31.2 Certification pursuant to Section 302 of the Sadsa@xley Act of 2002 by the Chief Financial Offi¢éted herewith)

321 Certification Pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarbarky @ct of 2002 by the Chief Executive Officerléfil herewith)

32.2 Certification Pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarbarkey @ct of 2002 by the Chief Financial Officerléd herewith;

101.INS XBRL Instance Document (furnished herewi

101.SCH XBRL Taxonomy Extension Schema Document (furnishexewith)

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

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhéiurnished herewith

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

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doentffurnished herewith)

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

(3) Incorporated by reference to Exhibits filediwiorm S-8 filed May 31, 2002.

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

(5) Incorporated by reference to Exhibit filed witbrm &K filed September 11, 200

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

(7) Incorporated by reference to Exhibit filed witbrm &K filed December 23, 200!
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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 undgesil thereunto duly authorized.

Flushing Financial Corporation,

Dated: August 9, 2012 By: /s/John R. Buran
John R. Buran
President and Chief Executive Officer

Dated: August 9, 2012 By: /s/David W. Fry
David W. Fry
Executive Vice President, Treasurer and
Chief Financial Officer




FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES

EXHIBIT INDEX
Exhibit No. Description

2.1 Agreement and Plan of Merger dated as of Decem®e2@05 by and between Flushing Financial Corponatind Atlantic Liberty Financial Corp. (

3.1 Certificate of Incorporation of Flushing Financ@brporation (1’

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

33 Certificate of Amendment to Certificate of Incorption of Flushing Financial Corporation |

3.4 Certificate of Designations of Series A Junior Rigvating Preferred Stock of Flushing Financial @anation (4)

35 Certificate of Increase of Shares Designated ai$SArJunior Participating Preferred Stock of FlaghFinancial Corporation (2

3.6 By-Laws of Flushing Financial Corporation (

4.1 Rights Agreement, dated as of September 8, 20@&gele@ Flushing Financial Corporation and Computmsirust Company N.A., as Rights Agent, whichudels
the form of Certificate of Increase of Shares Deatgd as Series A Junior Participating PreferrediSas Exhibit A, form of Right Certificate as ERHiB and the
Summary of Rights to Purchase Preferred Stock agixC (5)

4.2 Flushing Financial Corporation has outstandingaieriong-term debt. None of such debt exceeds ¢ecept of Flushing Financial Corporation's totaes; therefore,
copies of constituent instruments defining the t3ghf the holders of such debt are not includeexsbits. Copies of instruments with respect tohsleng-term debt
will be furnished to the Securities and Exchangen@dssion upon reques

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

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

321 Certification Pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarbarkey @ct of 2002 by the Chief Executive Officerléfil herewith)

32.2 Certification Pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarbarkey @ct of 2002 by the Chief Financial Officerléd herewith,

101.INS XBRL Instance Document (furnished herewi

101.SCH XBRL Taxonomy Extension Schema Document (furnisheewith)

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

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhéiurnished herewith

101.LAB XBRL Taxonomy Extension Label Linkbase Documentrffshed herewith

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenti{furnished herewitt

(1) Incorporated by reference to Exhibits filediwibhe Registration Statement on Form S-1 filed t&aper 1, 1995, Registration No. 33-96488.
(2) Incorporated by reference to Exhibits filediwiorm K filed September 26, 200

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

(4) Incorporated by reference to Exhibits filediwiorm 10-Q for the quarter ended September 3@®2.200

(5) Incorporated by reference to Exhibit filed witbrm &K filed September 11, 200

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

(7) Incorporated by reference to Exhibit filed witbrm &K filed December 23, 200!
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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 FormQ0f Flushing Financial Corporation;
2. Based on my knowledge, this report does notaioretny untrue statement of a material fact or aengitate a material fact necessary to make thersents made, in light of the
circumstances under which such statements were,matienisleading with respect to the period covdredhis report;
3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material respectsfihancial condition, results of operations
and cash flows of the registrant as of, and fa,gériods presented in this report;
4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined im&hge Act Rules 13a-15(e) and 15d-15
(e)) and internal control over financial reportif@s defined in Exchange Act Rules 13a-15(f) and-15d)) for the registrant and have:
a) designed such disclosure controls and procedoresused such disclosure controls and procedores designed under our supervision, to ensatentlaterial information relating to
the registrant, including its consolidated subsidi is made known to us by others within thod#ties, particularly during the period in which shieport is being prepared;
b) designed such internal control over financiglording, or caused such internal control over firiahreporting to be designed under our supervidgioprovide reasonable assurance
regarding the reliability of financial reportingdithe preparation of financial statements for exdepurposes in accordance with generally accegtedunting principles;
c) evaluated the effectiveness of the registratisslosure controls and procedures and presentdisimeport our conclusions about the effectivene$the disclosure controls and
procedures, as of the end of the period coverethibyeport based on such evaluation; and
d) disclosed in this report any change in the tegis’s internal control over financial reportirtgat occurred during the registrant’'s most recestdi quarter (the registrant’s fourth fiscal
quarter in the case of an annual report) that hetemally affected, or is reasonably likely to nré&#y affect, the registrant’s internal controlenfinancial reporting; and
5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial reporting, teetregistrant’s auditors and the audit
committee of the registrant’s board of directonsgersons performing the equivalent functions):
a) all significant deficiencies and material weadses in the design or operation of internal cordvelr financial reporting which are reasonably ljk® adversely affect the registrant’s
ability to record, process, summarize and repadrftial information; and
b) any fraud, whether or not material, that invelmeanagement or other employees who have a signifiole in the registrant’s internal control ofieancial reporting.

Date:August 9, 201 By: /s/John R. Bura
John R. Buran
President and Chief Executive Officer



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 FormQ0f Flushing Financial Corporation;
2. Based on my knowledge, this report does notaioretny untrue statement of a material fact or aengitate a material fact necessary to make thersents made, in light of the
circumstances under which such statements were,matienisleading with respect to the period covdredhis report;
3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material respectsfihancial condition, results of operations
and cash flows of the registrant as of, and fa,gériods presented in this report;
4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined im&hge Act Rules 13a-15(e) and 15d-15
(e)) and internal control over financial reportif@s defined in Exchange Act Rules 13a-15(f) and-15d)) for the registrant and have:
a) designed such disclosure controls and procedoresused such disclosure controls and procedores designed under our supervision, to ensatentlaterial information relating to
the registrant, including its consolidated subsidi is made known to us by others within thod#ties, particularly during the period in which shieport is being prepared;
b) designed such internal control over financiglording, or caused such internal control over firiahreporting to be designed under our supervidgioprovide reasonable assurance
regarding the reliability of financial reportingdithe preparation of financial statements for exdepurposes in accordance with generally accegtedunting principles;
c) evaluated the effectiveness of the registratisslosure controls and procedures and presentdisimeport our conclusions about the effectivene$the disclosure controls and
procedures, as of the end of the period coverethibyeport based on such evaluation; and
d) disclosed in this report any change in the tegis’s internal control over financial reportirtgat occurred during the registrant’'s most recestdi quarter (the registrant’s fourth fiscal
quarter in the case of an annual report) that hetemally affected, or is reasonably likely to nré&#y affect, the registrant’s internal controlenfinancial reporting; and
5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial reporting, teetregistrant’s auditors and the audit
committee of the registrant’s board of directonsgersons performing the equivalent functions):
a) all significant deficiencies and material weadses in the design or operation of internal cordvelr financial reporting which are reasonably ljk® adversely affect the registrant’s
ability to record, process, summarize and repadrftial information; and
b) any fraud, whether or not material, that invelmeanagement or other employees who have a signifiole in the registrant’s internal control ofieancial reporting.

Date:August 9, 201:
By: /s/David W. Fry
David W. Fry
Executive Vice President, Treasurer and
Chief Financial Officer



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 Flushigancial Corporation (the “Corporation”) on Fof@-Q for the period ended June 30, 2012 as filéH thie Securities and Exchange
Commission on the date hereof (the “Report”), hdd&®. Buran, Chief Executive Officer of the Corpara, certify, pursuant to 18 U.S.C. Section 13&®adopted pursuant to Section 906

of the Sarbanes-Oxley Act of 2002, that to my krexige:
(1) the Report fully complies with the requirents of Section 13(a) or 15(d) of the Securitiesiange Act of 1934; and

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

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

Chief Executive Officer
August 9, 2012



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 Flushigancial Corporation (the “Corporation”) on Fof@-Q for the period ended June 30, 2012 as filéH thie Securities and Exchange
Commission on the date hereof (the “Repott’Pavid W. Fry, Chief Financial Officer of the Guoration, certify, pursuant to 18 U.S.C. Sectiob,3as adopted pursuant to Section 9(

the Sarbanes-Oxley Act of 2002, that to my knowéedg
(1) the Report fully complies with the requirents of Section 13(a) or 15(d) of the Securitiesiange Act of 1934; and

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

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

Chief Financial Officer
August 9, 2012



