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PART | — FINANCIAL INFORMATION

FLUS HING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Financial Condition

(Unaudited)
ltem 1. Financial Statements
March 31, December 3:
(Dollars in thousands, except per share d: 2012 2011
ASSETS
Cash and due from ban $ 3539 $ 55,72

Securities available for sal
Mortgage-backed securities ($34,629 and $37,787 at fairevplusuant tthe fair value option at March 31, 2012 ¢

December 31, 2011, respective 733,87 747,28¢
Other securities ($31,247 and $30,942 at fair vplursuant to the fair value option at March 31,28fhd December
31, 2011 respectively 163,76( 65,24:
Loans:
Multi -family residentia 1,418,25. 1,391,22.
Commercial real esta 557,68¢ 580,78
One-to-four family — mixec-use propert 681,38¢ 693,93:
One-to-four family — residentia 214,16 220,43:
Cc-operative apartmen 5,40¢ 5,50¢
Constructior 42,65t 47,14(
Small Business Administratic 13,66¢ 14,03¢
Taxi medallion 49,39: 54,32¢
Commercial business and ott 231,67 206,61«
Net unamortized premiums and unearned loan 14,41( 14,88¢
Allowance for loan losses (30,619 (30,344
Net loans 3,198,08! 3,198,53
Interest and dividends receival 18,43 17,96¢
Bank premises and equipment, 24,05: 24,417
Federal Home Loan Bank of New York stc 32,22: 30,24t
Bank owned life insuranc 84,15( 83,45¢
Goodwill 16,127 16,127
Core deposit intangibl 82C 937
Other assets 51,04¢ 48,01¢
Total asset $4,357,95 $ 4,287,94!
LIABILITIES
Due to depositors
Non-interest bearin $ 131,42¢ $ 118,50°
Interes-bearing:
Certificate of deposit accour 1,461,65 1,529,11(
Savings account 331,24 349,63(
Money market accoun 193,56¢ 200,18
NOW account: 1,011,00 919,02¢
Total interes-bearing deposit 2,997,46. 2,997,95:
Mortgagors' escrow depos 41,24 29,78¢
Borrowed funds ($26,136 and $26,311 at fair valuespant to the faivalue option at March 31, 2012 and Decen
31, 2011, respectivel 543,86 499,83¢
Securities sold under agreements to repurc 185,30( 185,30(
Other liabilities 35,70¢ 39,65
Total liabilities 3,935,00 3,871,03i

STOCKHOLDERS' EQUITY
Preferred stock ($0.01 par value; 5,000,000 stautfworized; None issue - -
Common stock ($0.01 par value; 100,000,000 sharmeazed; 31,530,59shares issued at March 31, 2012

December 31, 2011; 30,919,551 shares and 30,904lE#&s outstanding at March 31, 2012 and Decegih&011

respectively’ 31t 31t
Additional paic-in capital 197,32! 195,62¢
Treasury stock, at average cost (611,044 share6261d18 shares at March 31, 2012 and Decemb&031,
respectively’ (7,410 (7,355
Retained earning 226,55: 223,51(
Accumulated other comprehensive income, net ofstaxe 6,17: 4,81
Total stockholders' equity 422,95¢ 416,91:
Total liabilities and stockholders' equity $4,357,95 $ 4,287,94!

The accompanying notes are an integral part oktheasolidated financial stateme






PART | — FINANCIAL INFORMATION

FLUSHIN G FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Income

(Unaudited)
For the three months
ended March 31
(Dollars in thousands, except per share d: 2012 2011
Interest and dividend income
Interest and fees on loa $ 4656( $ 48,69(
Interest and dividends on securiti
Interest 7,631 8,107
Dividends 207 202

Other interest incom 17 27

Total interest and dividend income 54,41* 57,02¢
Interest expense
Deposits 10,91¢( 12,33«
Other interest expen: 6,16( 7,537

Total interest expense 17,07( 19,87
Net interest income 37,34t 37,15
Provision for loan losses 6,00( 5,00(
Net interest income after provision for loan losse 31,34t 32,15
Non-interest income
Otherthar-temporary impairment ("OTTI") char¢ - (3,616
Less: Nor-credit portion of OTTI charge recorded in OtComprehensive Income, before ta - 2,69(
Net OTTI charge recognized in earnir - (92€)
Loan fee incom 46¢€ 434
Banking services fee incon 45E 461
Net loss from fair value adjustmet (44¥) (65E)
Federal Home Loan Bank of New York stock divide 38t 50C
Bank owned life insuranc 69¢€ 667
Other income 324 39C

Total no-interest incomt 1,87¢ 871
Non-interest expense
Salaries and employee bene 11,04: 10,027
Occupancy and equipme 1,93( 1,867
Professional service 1,722 1,59¢
FDIC deposit insuranc 1,01% 1,42¢
Data processin 97€ 1,00t
Depreciation and amortizatic 834 76€
Other real estate owned/foreclosure exp 712 337
Other operating expenses 3,30¢ 2,98¢

Total non-interest expense 21,53¢ 20,01t
Income before income taxe 11,68’ 13,01
Provision for income taxes
Federa 3,62¢ 3,917
State and loce 934 1,14¢€

Total taxes 4,55¢ 5,05¢
Net income $ 7,12¢ $ 7,95°
Basic earnings per common sh $ 02 $ 0.2¢€
Diluted earnings per common shi $ 02: $ 0.2¢€
Dividends per common sha $ 0.1 3 0.1:

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

FLU SHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Comprehensive Income
(Unaudited)

For the three months enc

March 31,

(Dollars in thousands

2012 2011

Comprehensive Income
Net income $
Amortization of actuarial losst
Amortization of prior service credi
OTTI charges included in incor
Unrealized gains (losses) on securities, net

7,12¢ $ 7,95:¢

14¢ 77
(6) (6)

- 51¢
1,217 (3,490

Comprehensive income $

8,48¢ $ 5,052

The accompanying notes are an integral part oethensolidated financial statements .



PART | — FINANCIAL INFORMATION

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Cash Flows

(Unaudited)
For the three months enc
March 31,
(Dollars in thousands 2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 7,12¢ $ 7,95:
Adjustments to reconcile net income to net cashigeal by operating activitie:
Provision for loan losse 6,00( 5,00(
Depreciation and amortization of bank premisesequipmen 834 76€
Amortization of premium, net of accretion of cbsint 1,561 1,42:
Net loss from fair value adjustmel 44¢ 655
OTTI charge recognized in earnir - 92€
Income from bank owned life insurar (69€) (667)
Stocl-based compensation expel 1,41¢ 1,167
Deferred compensatic (30€) 10z
Amortization of core deposit intangibl 117 117
Excess tax benefit from stc-based payment arrangeme (10€) (80
Deferred income tax provisic 713 12t
Decrease in prepaid FDIC assesn 94¢€ 1,33%
Decrease in other liabilitie (1,676 (3,562
Decrease (Increase) in other as: 54C (2,409
Net cash provided by operating activities 16,92: 12,85¢
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of bank premises and equipt 470 (7549)
Net (purchase) redemptions of Federal Home LoarkBé&iNew York share (2,976 1,68:
Purchases of securities available for ¢ (122,517 (34,657
Proceeds from maturities and prepayments of sézsidtailable for sal 39,03t 38,10¢
Net (originations) and repayment of log (29,87)) 5,39¢
Purchases of loar (3,45¢€) (12,555
Proceeds from sale of real estate ow 624 154
Proceeds from sale of delinquent lo 9,091 3,15¢
Net cash (used in) provided by investintyvies (99,539 533
CASH FLOWS FROM FINANCING ACTIVITIES
Net increase in ne-interest bearing depos 12,92: 8,37¢
Net (decrease) increase in inte-bearing deposit (7439) 19,64¢
Net increase in mortgagors' escrow depc 11,457 12,51:
Net proceeds from sh-term borrowed fund 58,50( -
Proceeds from lor-term borrowings 47,41« -
Repayment of lor-term borrowings (62,000 (47,427
Purchases of treasury stc (1,652) (209)
Excess tax benefit from stc-based payment arrangeme 10€ 80
Proceeds from issuance of common stock upon exeofistock option 244 52¢
Cash dividends paid (3,965 (3,995
Net cash provided by (used in) financingvées 62,28: (10,48¢)
Net (decrease) increase in cash and cash equis (20,33)) 2,90(¢
Cash and cash equivalents, beginning of pe 55,72 47,78¢
Cash and cash equivalents, end of period $ 3539 $ 50,68¢
SUPPLEMENTAL CASH FLOW DISCLOSURE
Interest paic $ 16,99F $ 19,74
Income taxes pai 5,21¢ 2,36¢
Taxes paid if excess tax benefits were not tax chifule 5,32¢ 2,44¢
Non-cash activities
Loans transferred to real estate ow 1,29: 98C
Loans provided for the sale of real estate ow 221 244

The accompanying notes are an integral part obtheasolidated financial statements.



PART | — FINANCIAL INFORMATION

FLUS HING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Changes in Stockholdergquity
(Unaudited)

(Dollars in thousands, except per share d:

For the three months enc
March 31,

2012 2011

Common Stock
Balance, beginning of peric

Issuance upon exercise of stock options (26,907 wamshares for the three months ended March 31L):

Shares issued upon vesting of restricted stockauvdirds (67,886 commons shares for the three menthesd March

31, 2011)
Balance, end of peric

Additional Paid-In Capital
Balance, beginning of peric

Award of common shares released from Employee Behefst (146,735 and 131,799 common shares fotHtee

months ended March 31, 2012 and 2011, respecti

Shares issued upon vesting of restricted stockawvetrds (85,163 and 67,886 common shares for the thonth:

ended March 31, 2012 and 2011, respectiv

Issuance upon exercise of stock options (56,8501ar&25 common shares for the three months endedhvid., 2012

and 2011, respectivel

Stoclk-based compensation activity, 1
Stock-based income tax benefit

Balance, end of peric

Treasury Stock
Balance, beginning of peric

Purchases of outstanding shares (97,200 commoessfarthe three months ended March 31, 2!

Shares issued upon vesting of restricted stockauvdirds (113,993 common shares for the three memithsd March

31, 2012)

Issuance upon exercise of stock options (67,330L4r&78 common shares for the three months endedhvid., 2012

and 2011, respectivel

Purchases of shares to fund options exercisedg@@8mmon shares for the three months ended Mdrch(32)
Repurchase of shares to satisfy tax obligation8@7and 14,378 common shares for the three memithsd March 3

2012 and 2011, respectively)

Balance, end of peric
Retained Earnings
Balance, beginning of peric
Net income

Cash dividends declared and paid on common sh&@ek3per common share for the three months endedhvB1,

2012 and 2011

Issuance upon exercise of stock options (10,480ar&25 common shares for the three months endedhvid., 2012

and 2011, respectivel

Shares issued upon vesting of restricted stockauvatrds (28,830 common shares for the three memithed March 3!

2012)
Balance, end of period

Accumulated Other Comprehensive Income (Loss

Balance, beginning of peric

Change in net unrealized gains (losses) on seesidtiailable for sale, net of taxes of approxinyai®962) and $2,75

for the three months ended March 31, 2012 and 2@spectively

Amortization of actuarial losses, net of taxes mgiraximately ($117) and ($61) for the three morehded March 31,

2012 and 2011, respective

Amortization of prior service credits, net of taxd#sapproximately $5 for the three months endeddd&1, 2012 and

2011

OTTI charges included in income, net of taxes gfragimately ($408) for the three months ended M&th2011

Balance, end of period

Total Stockholders' Equity

$ 31t $ 31&

1

$ 31 $ 314

$ 195,62 $ 189,34

1,36: 1,42¢
151 724
73 34¢

4 40¢

10€ 80

$ 197,32 $ 192,33

$ (7,359 $ -
(1,287 -
1,34¢ -

80z 20¢

(54€) -
(370) (209

$ (7410 $ :
$ 22351 $ 204,12
7,12¢ 7,95¢
(3,965) (3,995)
(24) (32

(97) -

$ 226,55 $ 208,05

$ 4815 $ (3,749

1,217 (3,490
14¢ 77
(6) (6)

- 51¢

$  617: $ (6,649

$ 422,95t $ 394,05

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

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

1. Basis of Presentation

The primary business of Flushing Financial Corgorafthe “Holding Company”) is the operation of #éolly-owned subsidiary, Flushing Savil
Bank, FSB (the “Savings Bank”). The Holding Compaand its direct and indirect whollywned subsidiaries, the Savings Bank, Flus
Commercial Bank, Flushing Preferred Funding Corfiona Flushing Service Corporation, and FSB Praesiinc., are collectively herein referrec
as the “Company.” The unaudited consolidated firerstatements presented in this Quarterly Repoffarm 10-Q (“Quarterly Reportihclude thi
collective results of the Company on a consolid&@sis.

The accompanying unaudited consolidated finantééments are prepared in accordance with accauptinciples generally accepted in the Un
States of America (“GAAP™and general practices within the banking industitye information furnished in these interim statetaeeflects a
adjustments which are, in the opinion of managemeetessary for a fair statement of the resultsfch presented periods of the Company.

adjustments are of a normal recurring nature, snigserwise disclosed in this Quarterly Report. iAtercompany balances and transactions
been eliminated in consolidation. The resultsdrations in the interim statements are not nedgssadicative of the results that may be expe
for the full year.

The accompanying unaudited consolidated finan¢&iements have been prepared in conformity withitkguctions to Quarterly Report on F¢
10-Q and Article 10, Rule 10-01 of RegulationXSfor interim financial statements. Accordinglyertain information and footnote disclost
normally included in financial statements prepdredccordance with GAAP have been condensed ortednitursuant to the rules and regulatior
the Securities and Exchange Commission (“SETHe unaudited consolidated interim financial infatian should be read in conjunction with
Company’s Annual Report on Form 10-K for the yezdledd December 31, 2011.

When necessary, certain reclassifications have Ipeste to the prior-period consolidated financiatesnents to conform to the currgr@rioc
presentation.

2. Use of Estimates

The preparation of financial statements in confeymiith GAAP requires management to make estimates assumptions that affect the repc
amounts of assets and liabilities, and disclostireoatingent assets and liabilities at the datehef financial statements, and reported amour
revenue and expenses during the reporting peristimgtes that are particularly susceptible to cbanghe near term are used in connection wit
determination of the allowance for loan losses,aéha&uation of goodwill for impairment, the evaloat of the need for a valuation allowance of
Company’s deferred tax assets and the evaluatiothef-than-temporary impairment (“OTTI8n securities. The current economic environmen
increased the degree of uncertainty inherent isemeaterial estimates. Actual results could dfifem these estimates.

3. Earnings Per Share

Earnings per share are computed in accordanceAsithunting Standards Codification (“ASC”) Topic 2@Barnings Per Sharewhich provides th:
unvested sharbased payment awards that contain nonforfeitaglgsito dividends or dividend equivalents (whetbesd or unpaid) are participati
securities and as such should be included in theilesion of earnings per share. Basic earningscpenmon share is computed by dividing
income available to common shareholders by the waghted average number of common shares outsigyngthich includes unvested participat
securities. The Compars/'unvested restricted stock and restricted stodk awards are considered participating securitidgerefore, weighte
average common shares outstanding used for congpb#isic earnings per common share includes comrhares outstanding plus unves
restricted stock and restricted stock unit awaft® computation of diluted earnings per share theduthe additional dilutive effect of stock opti
outstanding during the period. Common stock edeiva that are antlilutive are not included in the computation ofutild earnings per comm
share. The numerator for calculating basic andetilearnings per common share is net income al@ilaltommon shareholders.

-6-




PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES

Notes to Consolidated Financial Statements
(Unaudited)

Earnings per common share have been computed bagbé following:

For the three months end

March 31,
2012 2011
(In thousands, except per share d¢
Net income, as reporte $ 7,12¢ $ 7,95°
Divided by:
Weighted average common shares outstar 30,39¢ 30,62(
Weighted average common stock equivalents 24 66
Total weighted average common shares outstandisig@mmon stock equivaler 30,42( 30,68¢
Basic earnings per common sh $ 02: $ 0.2¢€
Diluted earnings per common share $ 02: $ 0.2¢€
Dividend payout ratic 56.5% 50.(%

(1) For the three months ended March 31, 2012, optmpsirchase 720,340 shares at an average exeritieeop$16.71 were not included in
computation of diluted earnings per common sharheys were antdilutive. For the three months ended March 31, 2@ptions to purcha
560,550 shares at an average exercise price o8& wwkre not included in the computation of diluesanings per common share as they
anti-dilutive.

4. Debt and Equity Securities
The Companys investments are classified in one of the follgnMiree categories and accounted for according)ytréding securities, (2) securit

available for sale and (3) securities held-to-migtur

The Company did not hold any trading securitieseturities held-topaturity during the three month periods ended Ma&th2012 and 201
Securities available for sale are recorded atfaue.

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

Gross Gross
Amortized Unrealized  Unrealizec

Cost Fair Value Gains Losses

(In thousands

U.S. government agenci $ 21,81¢ $ 21510 $ 4 $ 34¢€
Corporate 61,81( 63,14: 1,33¢ -
Municipals 40,324 39,64¢ - 67€
Mutual funds 21,45( 21,45( - -
Other 22,29¢ 18,00: 15 4,30¢
Total other securitie 167,69¢ 163,76( 1,397 5,331
REMIC and CMC 453,66 467,98t 22,55¢ 8,23(
GNMA 57,86¢ 62,87( 5,001 -
FNMA 175,24 182,07¢ 6,871 36
FHLMC 20,18 20,937 75€ -
Total mortgag-backed securitie 706,95! 733,87: 35,18¢ 8,26¢
Total securities available for se $ 87465: $ 897,63. $ 3657¢ $ 13,597

Mortgage-backed securities shown in the table abostade two private issue collateralized mortgabggations (“CMQ?”) that are collateralized by
commercial real estate mortgages with amortizetianod market values totaling $18.1 million and $1®illion, respectively, at March 31,
2012. The remaining private issue mortgage-baskedrities are backed by one-to-four family resiid¢mortgage loans.

-7-




PART | — FINANCIAL INFORMATION

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

The following table shows the Compagyavailable for sale securities with gross unredlilosses and their fair value aggregated by catemyu
length of time the individual securities have beea continuous unrealized loss position, at M&th2012:

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

U.S. government agenci $ 1965 $ 34¢ $ 19,65. $ 34 $ - % =
Municipals 33,35+ 67¢€ 33,35¢ 67¢€ - -
Other 5,257 4,30¢ - - 5,257 4,30¢
Total other securitie 58,25¢ 5,331 53,00¢ 1,022 5,252 4,30¢
REMIC and CMC 40,60 8,23( 13,52¢ 254 27,08: 7,97¢
FNMA 10,44« 36 10,44« 36 - -
Total mortgag-backedsecurities 51,05: 8,26¢ 23,96¢ 29C 27,08: 7,97¢
Total securities available for sale $ 109,30¢ $ 1359 $ 7697 $ 1,312 $ 32,33t $ 12,28t

Other-than-temporary impairment (“OTTI") lossesiopaired securities must be fully recognized iméags if an investor has the intent to sell the
debt security or if it is more likely than not thibe investor will be required to sell the debtuség before recovery of its amortized cost. Howeve
even if an investor does not expect to sell a debtirity, the investor must evaluate the expecisti lows to be received and determine if a credit
loss has occurred. In the event that a credithassoccurred, only the amount of impairment assediaith the credit loss is recognized in earniin

the Consolidated Statements of Income. Amountsimgléo factors other than credit losses are resid accumulated other comprehensive income
(“AOCI") within Stockholders’ Equity. Additional diclosures regarding the calculation of credit lessewell as factors considered by the investor in
reaching a conclusion that an investment is naretihan-temporarily impaired are required.

The Company reviewed each investment that had esmalired loss at March 31, 2012. An unrealized kdsts when the current fair value of
investment is less than its amortized cost basisedlized losses on available for sale securittest, are deemed to be temporary, are recorc
AOCI, net of tax. Unrealized losses that are aterad to be other-thaemporary are split between credit related and reaficrelated impairment
with the credit related impairment being recordedaacharge against earnings and the noncrediedelatpairment being recorded in AOCI, ne
tax.

The Company evaluates its pooled trust preferredrgees, included in the table above in the roweled “Other”,using an impairment moc
through an independent third party, which includealuating the financial condition of each coungety. For single issuer trust preferred secur,
the Company evaluates the issuer’s financial candifThe Company evaluates its mortgégeked securities by reviewing the characterisifabe
securities, including delinquency and foreclosweeels, projected losses at various loss severitgldeand credit enhancement and coverag
addition, private issue CMOs are evaluated usingrgrairment model through an independent thirdypaithen an OTTI is identified, the portion
the impairment that is credit related is determibgdnanagement using the following methods: (1)tfast preferred securities, the credit rel
impairment is determined by using a discounted ¢lasihhmodel from an independent third party, witte tifference between the present value ¢
projected cash flows and the amortized cost bddiseosecurity recorded as a credit related lossnat) earnings; (2) for mortgadpacked securitie
credit related impairment is determined for eacbusty by estimating losses based on a set of asons, which includes delinquency
foreclosure levels, projected losses at various Bmverity levels, credit enhancement and coverage;(3) for private issue CMOs, through
impairment model from an independent third partgt Hen recording those estimated losses as a cedaliéd loss against earnings.

-8-




PART | — FINANCIAL INFORMATION

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

U.S. Government Agencies:

The unrealized losses in U.S. Government Agendiddaach 31, 2012, consist of losses on two U.S. &oment securities. The unrealized lo
were caused by movements in interest rates. lbtignticipated that these securities would beesttlt a price that is less than the amortized af
the Companys investment. Each of these securities is perfaggractording to its terms and, in the opinion of agement, will continue to perfol
according to its terms. The Company does not hagéntent to sell these securities and it is mikelyl than not the Company will not be require
sell the securities before recovery of the seasitimortized cost basis. This conclusion is baped gonsidering the Compamsycash and workir
capital requirements and contractual and regulatbligations, none of which the Company believesi@ause the sale of the securities. There
the Company did not consider these investments tiler-than-temporarily impaired at March 31, 2012

Municipals:

The unrealized losses in Municipal securities atde81, 2012, consist of losses on 12 municipalisées. The unrealized losses were cause
movements in interest rates. It is not anticipated these securities would be settled at a phiaeis less than the amortized cost of the Comgany’
investment. Each of these securities is performicgprding to its terms and, in the opinion of mamagnt, will continue to perform according tc
terms. The Company does not have the intent totlsefle securities and it is more likely than na @ompany will not be required to sell
securities before recovery of the securities amedticost basis. This conclusion is based upon derisg the Compang’ cash and working capi
requirements and contractual and regulatory olitigat none of which the Company believes would eahs sale of the securities. Therefore
Company did not consider these investments to berdhan-temporarily impaired at March 31, 2012.

Other Securities:

The unrealized losses in Other Securities at M&th2012, consist of losses on one single isswest wreferred security and two pooled t
preferred securities. The unrealized losses ot seacurities were caused by market interest vitjatd significant widening of credit spreads as
markets for these securities and illiquidity andenainty in the financial markets. These secwgitiee currently rated below investment grade.
pooled trust preferred securities do not have taid that is subordinate to the classes the Coynpams. The Compang’management evalua
these securities using an impairment model, thramgindependent third party, that is applied tot delzurities. In estimating other-thgemporar
impairment losses, management considers: (1) tigtHeof time and the extent to which the fair vahas been less than amortized cost; (2
current interest rate environment; (3) the finahc@ndition and neaterm prospects of the issuer, if applicable; andtt{é intent and ability of tt
Company to retain its investment in the securitly doperiod of time sufficient to allow for any aripated recovery in fair value. Additional
management reviews the financial condition of eadividual issuer within the pooled trust preferrgeturities. All of the issuers of the underly
collateral of the pooled trust preferred securitiesreviewed are banks.

For each bank, our review included the followingfpenance items:

= Ratio of tangible equity to asst

= Tier 1 Risk Weighted Capit:

= Net interest margi

= Efficiency ratio for most recent two quartt

= Return on average assets for most recent twoems

= Texas Ratio (ratio of noperforming assets plus assets past due over 90diaged by tangible equity plus the reserve far
losses;

= Credit ratings (where applicabl

= Capital issuances within the past year (whereicgipk)

= Ability to complete Federal Deposit Insurance Qugpion “FDIC") assisted acquisitions (where applical

Based on the review of the above factors, we caleduhat:
= All of the performing issuers in our pools are hgalpitalized banks and do not appear likely telbsed by their regulator

= All of the performing issuers in our pools willinue as a going concern and will not defaulttwirtsecurities

-9-




PART | — FINANCIAL INFORMATION

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

In order to estimate potential future defaults deéerrals, we segregated the performing underligsagers by their Texas Ratio. We then revie
performing issuers with Texas Ratios in excess0865The Texas Ratio is a key indicator of the teaftthe institution and the likelihood of failu
This ratio compares the problem assets of thetitisth to the institutiors available capital and reserves to absorb lossgsate likely to occur
these assets. There was one issuer with a Texas iRaxcess of 50% for which we concluded theraildaot be a default, primarily due to
current operating results and demonstrated aliditgise additional capital.

There were no remaining performing issuers in molgd trust preferred securities which had a TéXatso in excess of 85.00%. For the remail
issuers with a Texas Ratio between 50.00% and 84.9& estimated 25% of the related cash flows ®fitkuer would not be realized. We conclt
that issuers with a Texas Ratio below 50.00% ansidered healthy and there was a minimal risk édude We assigned a zero default rate to t
issuers. Our analysis also assumed that issuersntlyr deferring would default with no recovery aisduers that have defaulted will have
recovery.

We had an independent third party prepare a digeduwash flow analysis for each of these poolest preferred securities based on the assumj
discussed above. Other significant assumptions:wW&yao issuers will prepay; (2) senior classel mat call the debt on their portions; and (3)
of the forward London Interbank Offered Rate (“LIRQ curve. The cash flows were discounted at the effectate for each security. For e
issuer that we assumed a 25% shortfall in the ftagls, the cash flow analysis eliminates 25% of¢heh flow for each issuer effective immediately.

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

It is not anticipated at this time that the oneglgrissuer trust preferred security and the twdgubtrust preferred securities would be settlea ptice
that is less than the amortized cost of the Comjgaimyestment. Each of these securities is perfagraicording to its terms; except for the po
trust preferred securities for which the Companyg &@pped accruing interest as discussed aboveratite opinion of management based or
review performed at March 31, 2012, will continogoerform according to its terms. The Company dm¢dave the intent to sell these securities
it is more likely than not the Company will not kegjuired to sell the securities before recoverthefsecuritiesamortized cost basis. This conclus
is based upon considering the Compangash and working capital requirements and comi@d@nd regulatory obligations, none of which
Company believes would cause the sale of the sesuriherefore, the Company did not consider thesingle issuer trust preferred security an
two pooled trust preferred securities to be othanttemporarily impaired at March 31, 2012.

At March 31, 2012, the Company held six trust pmefe issues which had a current credit rating déast one rating below investment grade. Tw
those issues are carried under the fair value @t therefore, changes in fair value are includettie Consolidated Statement of Incomblet
gain (loss) from fair value adjustments.

The following table details the remaining four trpseferred issues that were evaluated to deterihihey were other-thatemporarily impaired |
March 31, 2012. The class the Company owns in jpolest preferred securities does not have anyssxsgbordination.

Deferrals/Defaults (1)

Actual as ¢ 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 183 30C$ 26t $ - None None BB-
Single issue n/e 1 50C 51t - None None B+

Pooled issue Bl 19 5,617  2,96( 2,19¢ 28.2% 0.9% C

Pooled issuer ci 19 3,64t 2,02t 1,54z 25.6% 0.C% C

Total $ 10,06:$ 5,76¢ $ 3,73¢

(1) Represents deferrals/defaults as a percentage ofitjinal security and expected deferrals/defaadta percentage of performing issu
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REMIC and CMO:

The unrealized losses in Real Estate Mortgage tmergt Conduit (“‘REMIC”)and CMO securities at March 31, 2012 consist afehissues from tl
Federal Home Loan Mortgage Corporation (“FHLMC"peoissue from the Federal National Mortgage Assiocia(“FNMA”), one issue frot
Government National Mortgage Association (“GNMATMdseven private issues.

The unrealized losses on the REMIC and CMO seesariisued by FHLMC, FNMA and GNMA were caused byemeents in interest rates. It is
anticipated that these securities would be setitedprice that is less than the amortized coti@fCompanys investment. Each of these securitit
performing according to its terms and, in the amindf management, will continue to perform accagdim its terms. The Company does not hav:
intent to sell these securities and it is moreljikban not the Company will not be required td se¢ securities before recovery of the secul
amortized cost basis. This conclusion is based @posidering the Comparg/cash and working capital requirements and cai@band regulatol
obligations, none of which the Company believes ld@ause the sale of the securities. TherefoeeCitimpany did not consider these investmet
be other-than-temporarily impaired at March 31,201

The unrealized losses at March 31, 2012 on REMIE @MO securities issued by private issuers weresediby movements in interest rate
significant widening of credit spreads across miarler these securities and illiquidity and uncietta in the financial markets. Each of th
securities has some level of credit enhancememt:ane are collateralized by splime loans. Currently, three of these securities performin
according to their terms, with four of these se@siremitting less than the full principal amowlte. The principal loss for these four secut
totaled $0.4 million for the three months ended &ia81, 2012. These losses were anticipated iouhrulative credit related OTTI charges reco
for these four securities.

Credit related impairment for mortgabacked securities are determined for each secbsityestimating losses based on the following s
assumptions: (1) delinquency and foreclosure lev@ls projected losses at various loss severitgligvand (3) credit enhancement and cove
Based on these reviews, an OTTI charge was notdedaluring the three months ended March 31, 2012.

It is not anticipated at this time that the seveivgie issue CMOs would be settled at a price ihdéess than the current amortized cost o
Companys investment. The Company does not have the imesell these securities and it is more likelyntimat the Company will not be requil
to sell the securities before recovery of the séearamortized cost basis. This conclusion is Bag®n considering the Compasyash and workir
capital requirements and contractual and regulatobjfigations, none of which the Company believesuldocause the sale of i
securities. Therefore, the Company did not comsliese investments to be other-than-temporarifyained at March 31, 2012.

At March 31, 2012, the Company held 16 privatees€@MOs which had a current credit rating of at tlesee rating below investment grade. Si
those issues are carried under the fair value o@tia therefore, changes in fair value are includettie Consolidated Statement of Incomblet
gain (loss) from fair value adjustments.

The following table details the remaining 10 prevagsue CMOs that were evaluated to determineeij tliere other-thatemporarily impaired
March 31, 2012:

Collateral Located in:

Cumulative

OTTI Current Average

Amortized Fair Outstanding Charges Year of Lowest FICO

Security Cost Value Principal Recorded IssuanceMaturity Rating CA FL VA NY NJ TX MD Score

(Dollars in thousands
1 $ 1161 $ 852 $ 12,77 $ 3,27 2006 05/25/3¢ D 44% 15% 720
2 5,21 3,74 5,31 4. 2006 08/19/3¢ D 54% 737
3 5,1¢ 4,16 5,68 9! 2006 08/25/3¢ D 36%15% 714
4 3,93 3,42 4,4¢ 6t 2006 08/25/3¢ D 38%13% 12% 12% 724
5 3,1 2,86 3,4: 2. 2006 03/25/3t CC 36% 727
6 1,7€C 1,73 1,71 - 2005 12/25/3t B- 39% 734
7 4,78 3,19 5,0¢ 2. 2006 05/25/3¢ CC 27% 19%10%11% 715
8 8¢ 89 8¢ - 2006 08/25/3¢ CCC 29% 737
9 1,34 1,36 1,3¢ - 2005 11/25/3t B- 40% 17% 13% 729
10 1,1€ 1,15 1,1¢ - 2005 11/25/3¢ CC 46%10% 739
Total $ 3899 $ 3107 % 41,8/ % 5,7¢
-11-



PART | — FINANCIAL INFORMATION

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

FNMA:

The unrealized losses in FNMA securities at Mardh 2012 consist of losses on one FNMA security. Theealized losses were causec
movements in interest rates. It is not anticipdted these securities would be settled at a phaeis less than the amortized cost of the Compzany
investment. Each of these securities is performicgprding to its terms, and, in the opinion of ngemaent, will continue to perform according tc
terms. The Company does not have the intent totlsele securities and it is more likely than na @ompany 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 capi
requirements, and contractual and regulatory otitiga, none of which the Company believes wouldseaihe sale of the securities. Therefore
Company did not consider these investments to therdhan-temporarily impaired at March 31, 2012.

]

The following table details gross unrealized losge®rded in AOCI and the ending credit loss amamtebt securities, as of March 31, 2012
which the Company has recorded a credit relatedl@fdrge in the Consolidated Statements of Income:

Gross Unrealize Cumulative
Losses Recorde Credit OTT

(in thousands Amortized Cos Fair Value In AOCI Losses

Private issued CMO® $ 33,89t $ 25,92¢ $ 7,966 $ 2,74
Trust preferred securiti¢d 9,262 4 98¢ 4277 3,73¢
Total $ 43,157 $ 30,91 $ 12,24: $ 6,47¢

(1) The Company has recorded OTTI charges in the Cioledetl Statements of Income on six private issueOSNMnd two pooled tru
preferred securities for which a portion of the O®Tcurrently recorded in AOC

The following table represents the activity relatedhe credit loss component recognized in eamiog debt securities held by the Compan
which a portion of OTTI was recognized in AOCI the period indicated:

For the three months enc

(in thousands March 31, 201.
Beginning balanc $ 6,927
Recognition of actual loss: (444

OTTI charges due to credit loss recorded in eag
Securities sold during the peri -
Securities where there is an intent to sell or ireqguent to sel -

Ending balance $ 6,47¢
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The following table details the amortized cost astimated fair value of the Company’s securitiessified as available for sale at March 31, 2012,
by contractual maturity. Expected maturities wiffel from contractual maturities because borrowaes/ have the right to call or prepay obligations
with or without call or prepayment penalties.

Amortized
Cost Fair Value

(In thousands

Due in one year or le: $ 3436¢ $ 34,41
Due after one year through five ye 25,857 26,487
Due after five years through ten ye 31,62( 32,05¢
Due after ten years 75,85: 70,80:
Total other securitie 167,69¢ 163,76(
Mortgage-backed securities 706,95! 733,87
Total securities available for se $ 874,65: $ 897,63

The following table summarizes the Company’s pdidfof securities available for sale at DecemberZl 1:

Gross Gross
Amortized Unrealizec  Unrealizec

Cost Fair Value Gains Losses

(In thousands

U.S. government agenci $ 1,98 $ 2,03¢ $ 59 $ =
Corporate 20,77 20,59 - 18t
Municipals 4,53¢ 4,53 - 2
Mutual funds 21,36¢ 21,36¢ - -
Other 22,02: 16,71( 9 5,327
Total other securitie 70,68:¢ 65,24: 68 5,50¢
REMIC and CMC 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 mortgag-backed securitie 721,04 747,28¢ 36,22: 9,981
Total securities available for s¢ $ 791,73( $ 81253( $ 36,29C $ 15,49(

Mortgagebacked securities shown in the table above inctudeprivate issue CMO that are collateralized bynotercial real estate mortgages \
amortized cost and market values of $19.0 milliod 19.2 million, respectively, at December 31, 20The remaining private issue mortgage-
backed securities are backed by one-to-four fareydential mortgage loans.
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The following table shows the Company’s availaloledale securities with gross unrealized lossedlaidfair value, aggregated by category and
length of time that individual securities have baea continuous unrealized loss position, at Ddzem31, 2011.

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

Corporate $ 1798( $ 1858 $ 17,98C $ 18t % - % =
Municipals 1,997 2 1,997 2 - -
Other 4,241 5,322 - - 4,241 5,32
Total other securitie 24,21¢ 5,50¢ 19,977 187 4,241 5,327
REMIC and CMO 38,68¢ 9,981 12,56( 124 26,12« 9,857
Total securities available for s¢ $ 6290 $ 1549 $ 32537 $ 311 $ 30,368 $ 15,17¢

5. Loans

Loans are reported at their outstanding principédduce, net of any unearned income, chaffg-deferred loan fees and costs on originataddan
unamortized premiums or discounts on purchasedsloBterest on loans is recognized on the accrasisb The accrual of income on loan
generally discontinued when certain factors, sushcantractual delinquency of 90 days or more, igicreasonable doubt as to the tir
collectability of such income. Uncollected interpstviously recognized on nagccrual loans is reversed from interest incoméatime the loan
placed on non-accrual status. A naccrual loan can be returned to accrual status vdosmtractual delinquency returns to less than 9¢s
delinquent. Subsequent cash payments received magwoual loans that do not bring the loan to leas 190 days delinquent are recorded on a
basis. Subsequent cash payments can also be afisieas a reduction of principal until all pripeil is recovered and then subsequently to inteifi
in managemens’ opinion, it is evident that recovery of all piippal due is unlikely to occur. Net loan originatioasts and premiums or discounts
loans purchased are amortized into interest incovee the contractual life of the loans using theelgjield method. Prepayment penalties rece
on loans which pay in full prior to their schedukedturity are included in interest income in theiqethey are collected.

The Company maintains an allowance for loan loas@s amount, which, in managemerjtidgment, is adequate to absorb probable estinadse
inherent in the loan portfolio. Managemenjidgment in determining the adequacy of the alove is based on evaluations of the collectaloli
loans. This evaluation is inherently subjective,itarequires estimates that are susceptible toifgignt revisions as more information becol
available. In assessing the adequacy of the Con'gatigwance for loan losses, management consi@eigus factors such as, the current fair v
of collateral for collateral dependent loans, themPany's historical loss experience, recent trandwsses, collection policies and colleci
experience, trends in the volume of nuerforming and classified loans, changes in thepmsition and volume of the gross loan portfolio #&oehl
and national economic conditions. The Company’sr8ad Directors (the “Board of Directors”) reviewsid approves managemengvaluation ¢
the adequacy of the allowance for loan losses qureaterly basis.

The allowance for loan losses is established tHraaltarges to earnings in the form of a provisionléan losses. Increases and decreases
allowance for loan losses other than chasffe-and recoveries are included in the provisionlfan losses. When a loan or a portion of a lie
determined to be uncollectible, the portion deemnecbllectible is charged against the allowance azsequent recoveries, if any, are credited t
allowance.

The Company recognizes a loan as performing when the borrower has indicated the ilitgbto bring the loan current, or due to ot
circumstances which, in our opinion, indicate tloerbwer will be unable to bring the loan currenthin a reasonable time. All loans classifie
non-performing, which includes all loans past d0edfys or more, are classified as ramerual unless there is, in our opinion, compeliwglenc
the borrower will bring the loan current in the iradiate future. Appraisals and/or updated intermalugtions are obtained as soon as practice
before the loan become 90 days delinquent. The badances of collateral dependant impaired loaascampared to the loaupdated fair valu
The balance which exceeds fair value is gener&lyrgedeff. Management reviews the allowance for loarsésson a quarterly basis and recorc
a provision the amount deemed appropriate, aftasidering current year charge-offs, chagfetrends, new loan production, current balanc
particular loan categories and delinquent loanpditicular loan categories.
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A loan is considered impaired when, based upomibst current information, the Company believes priobable that it will be unable to colleci
amounts due, both principal and interest, accorttirthe contractual terms of the loan. Impairedfare measured based on the present value
expected future cash flows discounted at the loaffective interest rate, or at the loam@bservable market price, or the fair value ofdbiateral i
the loan is collateral dependent. Interest incomépaired loans is recorded on a cash basis. Tmep@ny’s management considers all @erua
loans impaired.

The Company reviews each impaired loan to deterifiiaehargeoff is to be recorded or if a valuation allowansda be allocated to the loan. -
Company does not allocate a valuation allowandedas for which we have concluded the current valuthe underlying collateral will allow fi
recovery of the loan balance either through the ehthe loan or by foreclosure and sale of th@erty.

The Company evaluates the underlying collateralugh a third party appraisal, or when a third pagpraisal is not available, the Company will
an internal evaluation. The internal evaluatiores@erformed using an income approach or a salesagp The income approach is used for inc
producing properties and uses current revenuesolgsmating expenses to determine the net cash dfothe property. Once the net cash floy
determined, the value of the property is calculatsittg an appropriate capitalization rate for thepprty. The sales approach uses comparable
prices in the market. When an internal evaluaisamsed, we place greater reliance on the incorpeaph to value the collateral.

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

As of March 31, 2012, the Company utilized recditdt party appraisals of the collateral to measomgairment for $143.1 million, or 75.5%,
collateral dependent impaired loans and used iat@valuations of the properg/value for $46.4 million, or 24.5%, of collateddpendent impaire
loans.

The Company may restructure a loan to enable awerrto continue making payments when it is deetoelle in the Company’s best lotepr
interest. This restructure may include reducingittterest rate or amount of the monthly paymentdapecified period of time, after which
interest rate and repayment terms revert to thgirad terms of the loan. We classify these loan3rasibled Debt Restructured (“TDRiyhen the
Savings Bank grants a concession to a borrowerisvbgperiencing financial difficulties.

These restructurings have not included a redudf@rincipal balance. The Company believes thatuesiring these loans in this manner will al
certain borrowers to become and remain currentiein toans. All loans classified as TDR are consgdempaired, however TDR loans which h
been current for six consecutive months at the tihey are restructured as TDR remain on accruélistand are not included as part of non-
performing loans. Loans which were delinquent &t tiime they are restructured as a TDR are placedooraccrual status and reported as non-
performing loans until they have made timely paytador six consecutive months. Loans that are wesired as TDR but are not performing
accordance with the restructured terms are planatbo-accrual status and reported as non-perfortoangs.

The allocation of a portion of the allowance foarolosses for a performing TDR loan is based upenpresent value of the future expected
flows discounted at the loan’s original effectivae, or for a nomerforming TDR which is collateral dependent, the f7alue of the collateral. .
March 31, 2012, there were no commitments to |latditimnal funds to borrowers whose loans were medifo a TDR. The modification of loans
a TDR did not have a significant effect on our epieg results, nor did it require a significanbaktion of the allowance for loan losses.

During the three months ended March 31, 2012, taeto-four family —-mixed use property loans totaling $0.5 million weredified and classifie
as TDR, as each of these borrowers was given aresitrate that was considered below market farthaower; and one commercial mortgage
totaling $1.4 million was modified and classifiesl DR, as the borrower had two business line afitteans rolled into one five year fixed r
commercial mortgage and was given an interestthatewas considered below market for that borrowi¢hn the loans amortization term extend:
For each of the loans that were modified and diaslsas TDR, the borrower was experiencing finandifficulties. The recorded investment of e
of the loans modified and classified to TDR washanged as there was no principal forgiven in anhe$e modifications.
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During the three months ended March 31, 2011, sikiffamily loans totaling $1.8 million were modified @&elassified as TDR, as each of tf
borrowers was given an interest rate that was densd below market for that borrower and each hadidans amortization term extended,; t
constructions loans totaling $24.2 million were ified and classified as TDR, as each of these e was given an interest rate that
considered below market for that borrower; one cemumal business loan for $2.0 million was modifatt classified as TDR, as the borrower
given an interest rate that was considered belovkebfor that borrower.

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

March 31, 201 December 31, 201

Number Recorded Number Recorded

(Dollars in thousands of contract:  investmen  of contract  investmen
Multi-family residentia 8 % 2,35¢ 11 $ 9,41z
Commercial real esta 2 2,45¢ 2 2,49¢
One-to-four family - mixec-use property 4 1,08¢ 3 79t
Constructior 1 5,31: 1 5,88¢
Commercial business and otl 1 2,00( 1 2,00(
Total performing troubled debt restructured 16 $ 13,20¢ 18 $ 20,59

The following table shows loans classified as Th& tare not performing according to their restriediterms at the periods indicated:

March 31, 201: December 31, 201

Number Recorded Number Recorded

(Dollars in thousands of contractt  investmen  of contract  investmen
Multi-family residentia 3 $ 6,85¢ - $ -
Commercial real esta 3 5,311 2 4,34(
One-to-four family - mixec-use property 4 1,36¢ 3 1,19:
One-to-four family - residentia - - - -
Constructior 1 11,49¢ 1 11,67
Total troubled debt restructurings that subsequetefaulted 11 $ 25,03/ 6 $ 17,20¢

During the three months ended March 31, 2012, thmeléi-family TDR totaling $6.9 million were trarefred to non-accrual.
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The following table shows our non-performing loahshe periods indicated:

March 31, December 3:

(Dollars in thousands 2012 2011
Loans ninety days or more past duand still accruing:
Multi-family residentia $ - 9 6,287
Commercial real esta - 92
Construction 10¢ -
Total 10¢ 6,37¢
Non-accrual mortgage loans:
Multi -family residentia 25,98¢ 19,94¢
Commercial real esta 24.87¢ 19,89¢
One-to-four family - mixec-use property 23,47¢ 28,42¢
One-to-four family - residentia 12,33% 12,76¢
Co-operative apartmen 11C 152
Construction 11,94« 14,72
Total 98,72¢ 95,90¢
Non-accrual nor-mortgage loans:
Small Business Administratic 592 49¢
Commercial Business and other 20,47¢ 14,66(
Total 21,07( 15,15:
Total non-accrual loans 119,79¢ 111,06:
Total non-accrual loans and loans ninetidays or more past due and still accruing $ 119,90t $ 117,44:

The interest foregone on nacrual loans and loans classified as TDR totaz8 #illion and $2.7 million for the three monthsded March 3:
2012 and March 31, 2011, respectively.

The following table shows an age analysis of ooorded investment in loans at March 31, 2012:

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

(in thousands Past Due Past Due 90 Days Due Current  Total Loan:
Multi-family residentia $ 26,46¢ $ 10,47« $ 19,16¢ $ 56,108 $1,362,14' $1,418,25.
Commercial real esta 10,24: 2,467 23,86: 36,56¢ 521,12 557,68¢
One-to-four family - mixec-use property 15,33¢ 5,53¢ 22,997 43,87: 637,51° 681,38¢
One-to-four family - residentia 4,47¢ 1,48¢ 12,33¢ 18,30: 195,86: 214,16:
Co-operative apartmen - - 11C 11C 5,29¢ 5,40¢
Construction loan - - 12,05: 12,05 30,60: 42 ,65¢
Small Business Administratic 15 227 45% 69E 12,97( 13,66¢
Taxi medallion - - - - 49,39: 49,39:
Commercial business and other 2,771 85 19,42: 22,27¢ 209,39! 231,67«

Total $ 59,30f $ 20,27¢ $ 110,40 $ 189,98: $3,024,30 $3,214,28
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The following table shows an age analysis of ooorded investment in loans at December 31, 2011:
Greatel

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

Total Loan:

(in thousands

Multi-family residentia $ 20,08: $ 6,341 $ 26,23: $ 52,657 $1,338,56.
Commercial real esta 10,80« 1,797 19,98" 32,58¢ 548,19!
One-to-four family - mixec-use property 20,48( 3,027 27,95( 51,45 642,47"
One-to-four family - residentia 4,69¢ 1,76¢ 12,76¢ 19,23¢ 201,19°
Co-operative apartmen - - 152 152 5,35:
Construction loan 5,06t - 14,72: 19,78¢ 27,35¢
Small Business Administratic 16 41 452 50¢ 13,53(
Taxi medallion 71 - - 71 54,257
Commercial business and other 5,47¢ 96¢€ 10,24: 16,68 189,93:

$1,391,22,
580,78
693,93:
220,43:
5,50¢
47,14(
14,03¢
54,32¢
206,61«

Total $ 6669 $ 13,947 $ 112,50: $ 193,137 $3,020,85

$3,213,99

The following table shows the activity in the allamce for loan losses for the three months endedtvizit, 2012:

One-tofour
family -  One-to-four Commercia
(in Multi-family Commerciec mixed-use family - Cao-operativi Constructior Small Busines  Taxi  business ar
thousands  residentia real estatt property residentia apartment: loans  Administratior medallior other

Total

Allowance

for credit

losses:

Beginning

balance $ 11,267 $ 521 $ 5314 $ 1,64¢ $ 80 $ 66€ $ 987 $ 41 $ 5,12¢
Charg-

off's 1,061 1,78( 1,46¢ 82¢ 42 234 113 - 49t
Recoverie! 57 70 56 1 - - 9 - 10C
Provision 1,79¢ 2,49( 1,68¢ 1,02¢ 54 11¢ (30 (4 (1,13¢

$ 30,34«

6,01¢
292
) 6,00(

Ending
balance $ 1206’ 3% 5,99C $ 5,587 $ 1,85( $ 92 $ 552 $ 85% $ 37 $ 3,59¢

$ 30,61¢

Ending

balance:

individually

evaluated fol

impairment $ 11C $ 18t $ 5472 $ -$ 58 $ 71 $ -3 -$ 59

$ 1,02t

Ending

balance:

collectively

evaluated fol

impairment  $ 11,95. $ 5,80 $ 5,04t $ 1,85( $ 34 $ 482 $ 852 $ 37 $ 3,53¢€

$ 29,59¢

Financing

Receivables;

Ending

balance $ 1,418,25. $ 557,68{$ 681,38¢$ 214,16! $ 540¢$ 42,65t $ 13,66t $ 49,39 $ 231,67

$3,214,28:

Ending

balance:

individually

evaluated fol

impairment  $ 39,306 $ 41,75« $ 36,385 1487 $ 31 $ 2531: $ 67€ $ -$ 30,90

$ 189,53:

Ending

balance:

collectively

evaluated fol

impairment $ 1,378,941 $ 515,93 $ 645,00: $ 199,28t $ 5,09¢ $ 17,34¢ $ 12,987 $ 49,39: $ 200,77

$3,024,75
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The following table shows our recorded investmanpaid principal balance and allocated allowancéd@an losses, average recorded investmer
interest income recognized for loans that were idened impaired at or for the three month periodeghMarch 31, 2012:

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

(Dollars in thousands

With no related allowance recorde
Mortgage loans

Multi-family residentia $ 34611 $ 3825 $ - $ 3383 % 10¢
Commercial real esta 60,327 65,427 - 49,53¢ 344
One-to-four family mixec-use propert 30,61¢ 34,67 - 32,22¢ 96
One-to-four family residentia 14,87 17,93t - 14,61( 33
Cc-operative apartmen 111 158 - 132 -
Constructior 19,99¢ 20,22¢ - 15,497 15¢€
Non-mortgage loans

Small Business Administratic 67¢ 1,03( - 477 1
Taxi Medallion - - - - -
Commercial Business and ott 5,67( 6,402 - 8,41F 3

Total loans with no related allowance recorded 166,39: 184,10: - 154,72: 74z

With an allowance recorde
Mortgage loans

Multi -family residentia 4 69 4. 75¢ 11C 8,871 72
Commercial real esta 4.661 4.661 18¢E 3,84( 40
One-to-four family mixec-use propert 5,77(C 5,851 542 5,941 95
One-to-four family residentia - - - - -
Co-operative apartmen 20z 20z 58 203 3
Constructior 5,31Z 5,31Z 71 11,43% 50
Non-mortgage loans
Small Business Administratic - - - 98 -
Taxi Medallion - - - - -
Commercial Business and ott 2,00(¢ 2,00(¢ 59 4,81( 20
Total loans with an allowance recorded 22,64( 22,78¢ 1,02¢ 35,20( 28C
Total Impaired Loans
Total mortgage loans $ 181,18. $ 197,45« $ 966 $ 176,120 $ 99¢
Total non-mortgage loans $ 834 $ 9432 $ 58 $ 13,80C $ 24
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The following table shows our recorded investmanpaid principal balance and allocated allowancéd@an losses, average recorded investmer
interest income recognized for loans that were idened impaired at or for the year ended Decembgef@10:

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

(Dollars in thousands
With no related allowance recorde
Mortgage loans

Multi-family residentia $ 18,40! $ 19,20C $ - $ 1693 $ 83¢
Commercial real esta 12,47+ 12,547 - 10,00¢ 442
One-to-four family mixec-use property 7,107 7,45¢ - 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 - - - - -
Taxi Medallion - - -
Commercial Business and ott 8,74F 8,82¢ - 4,271 55¢&

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( 27,507 39¢
Commercial real esta 19,64¢ 22,44 3,10( 14,79¢ 401
One-to-four family mixec-use propert 26,43: 28,62: 3,96( 23,55! 29C
One-to-four family residentia 2,48( 2,681 29C 2,041 -
Co-operative apartmen - - - - -
Constructior - - - 1,75(C -
Non-mortgage loans
Small Business Administratic 1,432 1,432 76€& 1,23¢ 82
Taxi Medallion - - - - -
Commercial Business and ott 6,121 6,842 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 $ 158,74¢ $ 171,33 $ 1264( $ 132,39t $ 3,68t
Total non-mortgage loans $ 16,29¢ $ 17,09¢ $ 3217 $ 10,241 3 832

In accordance with our policy and the current retprly guidelines, we designate loans as “Speciahtidde,” which are consideredCtiticizec
Loans,” and “Substandard,” “Doubtful,” or “Loss,”hich are considered “Classified Loandf.a loan does not fall within one of the previ
mentioned categories then the loan would be coreidéass.” We designate a loan as Substandard ahneil-defined weakness is identified t
jeopardizes the orderly liquidation of the debt. @ésignate a loan Doubtful when it displays theeient weakness of a Substandard loan wit
added provision that collection of the debt in,folh the basis of existing facts, is highly improlea We designate a loan as Loss if it is deeme
debtor is incapable of repayment. Loans that asgdated as Loss are charged to the Allowancédan Losses. Loans that are nacerual ar
designated as Substandard, Doubtful or Loss. Wigitete a loan as Special Mention if the asset do¢svarrant classification within one of -
other classifications, but does contain a potemt@dkness that deserves closer attention.
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The following table sets forth the recorded investirin loans designated as Criticized or Class#iedarch 31, 2012:

(In thousands Special Mentio Substandar  Doubtful Loss Total
Multi-family residentia $ 1459 $ 36,36¢ $ - 9 - $ 50,96
Commercial real esta 11,99¢ 39,47: - - 51,47:
One-to-four family - mixec-use property 15,727 30,19¢ - - 45,92:
One-to-four family - residentia 3,49¢ 14,87 - - 18,37:
Cc-operative apartmen 20z 111 - - 313
Construction loan 2,462 25,31: - - 27,77
Small Business Administratic 75¢ 294 25C - 1,30z
Commercial business and other 5,317 29,73t 1,16¢ - 36,22
Total loans $ 54,55, $ 176,36! $ 141¢ $ - $ 232,33
The following table sets forth the recorded investirin loans designated as Criticized or Class#éieDecember 31, 201
(In thousands Special Mentio  Substandar  Doubtful Loss Total
Multi-family residentia $ 17,13F $ 41,39 $ - 9 - $ 58,52¢
Commercial real esta 12,26¢ 41,247 - - 53,51:
One-to-four family - mixec-use property 17,39: 33,83 - - 51,22«
One-to-four family - residentia 3,127 14,34: - - 17,47(
Co-operative apartmen 20¢ 155 - - 35€
Construction loan 2,57( 28,55¢ - - 31,12t
Small Business Administratic 66¢€ 25¢ 214 - 1,13¢
Commercial business and other 13,58¢ 17,61 1,16¢ - 32,367
Total loans $ 66,94: $ 177,39. $ 1,38 $ - $ 24571

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

(In thousands

For the three months
ended March 3

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

Recoveries

Balance, end of peric

-21-
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$ 3034 $ 27,69¢
6,00( 5,00(
(6,019) (5,320)
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The following table shows net loan charge-offstf@ periods indicated:

Three Months Ende
March 31, March 31,

(In thousands 2012 2011
Multi-family residentia $ 1,00¢ $ 917
Commercial real esta 1,71C 1,95(
One-to-four family — mixec-use propert 1,41z 173
One-to-four family — residentia 82E 1,474
Co-operative apartmen 42 -
Constructior 234 -
Small Business Administratic 104 323
Commercial business and ott 39t 432

Total net loan charge-offs $ 572¢ $ 5,26¢
6. Other Real Estate Owned

The following are changes in Other Real Estate @WH@REO”) during the periods indicated:

For the three months enc

March 31,
2012 2011
(In thousands
Balance at beginning of peri $ 3,17¢  $ 1,58¢
Acquisitions 1,29: 98C
Write-down of carrying valu (88) -
Sales (780) (38€)
Balance at end of peric $ 3,60¢ $ 2,182

During the three months ended March 31, 2012 aidd 2be Company recorded gross gains from theofdREOQ in the amount of $45,000 and
$92,000, respectively. During the three months dridarch 31, 2012 and 2011, the Company recordeskdosses from the sale of OREO in the
amount of $110,000 and $12,000, respectively. Eigains / losses on the sale of OREO are includ#te Consolidated Statements of Income in
Other operating expenses.

7. Stock-Based Compensation

For the three months ended March 31, 2012 and 2B&1Companys net income, as reported, includes $1.5 millioth &h.2 million, respectively,
stock-based compensation costs and $0.6 milliorfs@rii million, respectively, of income tax benefitdated to the stock-based compensation plans.

The Company estimates the fair value of stock optiasing the Blaclscholes valuation model. Key assumptions usedtimate the fair value
stock options include the exercise price of therdwthe expected option term, the expected vaiatdf the Company’s stock price, the rike
interest rate over the optionsxpected term and the annual dividend yield. Then@amy uses the fair value of the common stock erdtte of awal
to measure compensation cost for restricted stodkawards. Compensation cost is recognized owerdsting period of the award using the str:
line method. During the three months ended March Z112 and 2011, the Company granted 230,675 ar3j023 restricted stock uni
respectively. There were no stock options gradtethg the three months ended March 31, 2012 a4d.20
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The 2005 Omnibus Incentive Plan (“Omnibus Pldréyame effective after adoption by the Board o&Etiors and approval by the stockholders.
Omnibus Plan authorizes the Compensation Comnttélee Company’s Board of Directors (the “CompeimsatCommittee”)to grant a variety «
equity compensation awards as well as long-termaammdial cash incentive awards, all of which carstbgctured so as to comply with Section 162
(m) of the Internal Revenue Code of 1986, as anek(ithe “Internal Revenue Code'Qn May 17, 2011, stockholders approved an amendtoeht
Omnibus Plan authorizing an additional 625,000 eh#or use for full value awards. As of March 3Q12, there are 524,103 shares available fo
value awards and 1,380 shares available forfobbrvalue awards. To satisfy stock option exersise fund restricted stock and restricted stock
awards, shares are issued from treasury stockaifadle, otherwise new shares are issued. Thep@oynwill maintain separate pools of avail
shares for full value as opposed to non-full vauerds, except that shares can be moved from thdutiosalue pool to the full value pool on a 3-
for-1 basis. The exercise price per share of a stotikrogrant may not be less than the fair marketivaf the common stock of the Company
defined in the Omnibus Plan, on the date of grawt may not be re-priced without the approval of @@mpanys stockholders. Options, stc
appreciation rights, restricted stock, restricteatls units and other stock based awards grantedruhe Omnibus Plan are generally subject
minimum vesting period of three years with stockiaps having a 1@ear contractual term. Other awards do not haverdractual term ¢
expiration. Restricted stock unit awards includetipgants who have reached or are close to regchetirement eligibility, at which time su
awards fully vest. These amounts are includeddoksbased compensation expense.

Full Value AwardsThe first pool is available for full value awardsich as restricted stock unit awards. The poolbelblecreased by the numbe
shares granted as full value awards. The poolbeilincreased from time to time by: (1) the numlfestmares that are returned to or retained b
Company as a result of the cancellation, expirafiorieiture or other termination of a full valuerard (under the Omnibus Plan); (2) the settlemé
such an award in cash; (3) the delivery to the dvatder of fewer shares than the number underlghegaward, including shares which are with
from full value awards or (4) the surrender of glsdby an award holder in payment of the exercige mr taxes with respect to a full value aw
The Omnibus Plan will allow the Company to transfieares from the non-full value pool to the fulluepool on a 3-fott basis, but does not alls
the transfer of shares from the full value podh® non-full value pool.

The following table summarizes the Company’s fallue awards at or for the three months ended Mait¢cR2012:

Weighte-Average

Grant-Date

Full Value Awards Shares Fair Value
Non-vested at December 31, 20 363,58¢ $ 13.52
Granted 230,67! 13.2¢
Vested (143,301) 12.92
Forfeited (2,196 13.82
Non-vested at March 31, 20: 448,76¢ $ 13.5¢
Vested but unissued at March 31, 2! 117,21: $ 13.57

As of March 31, 2012, there was $4.8 million ofatotinrecognized compensation cost related tovested full value awards granted under
Omnibus Plan. That cost is expected to be recodrozer a weighte@dverage period of 3.3 years. The total fair valfiawards vested for the th
months ended March 31, 2012 and 2011 were $1.8oméind $1.2 million, respectively. The vested imissued full value awards consist of aw
made to employees and directors who are eligibledtirement. According to the terms of the OmniBl=n, these employees and directors ha
risk of forfeiture. These shares will be issuethatoriginal contractual vesting dates.
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Nor-Full Value Awards: The second pool is available for naiit value awards, such as stock options. The polbblbe increased from time to tir
by the number of shares that are returned to aimed by the Company as a result of the cancallaérpiration, forfeiture or other termination ¢
nonfull value award (under the Omnibus Plan or the6188ck Option Incentive Plan). The second podlmat be replenished by shares witht
or surrendered in payment of the exercise pricexes, retained by the Company as a result of ¢fieedy to the award holder of fewer shares
the number underlying the award or the settlemétiteoaward in cash.

The following table summarizes certain informatiegarding the nofulll value awards, all of which have been grantedt@ck options, at or for t
three months ended March 31, 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¢
Grantec - -
Exercisec (67,330) 11.7¢
Forfeited - -
Outstanding at March 31, 2012 908,31( $ 15.41 3.2 $ 567
Exercisable shares at March 31, 2! 813,31( $ 15.6:2 3.C $ 341
Vested but unexercisable shares at March 31, 2012 6,96( $ 14.4¢ 6.1 $ 13

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

As of March 31, 2012, there was $0.1 million ofatatnrecognized compensation cost related to uedasbnfull value awards granted under
Omnibus Plan. That cost is expected to be recognizer a weighted-average period of 1.2 years. Vdsted but unexercisable nauil value
awards were made to employees who are eligibledtrement. According to the terms of the OmniblsnPthese employees have no ris
forfeiture. These awards will be exercisable atdtiginal contractual vesting dates.

Cash proceeds, fair value received, tax benefilstla@ intrinsic value related to stock options eisard during the three months ended March 31,
and 2011 are provided in the following table:

For the three months enc

March 31,
(In thousands 2012 2011
Proceeds from stock options exerci: $ 244 % 52t
Fair value of shares received upon exercised cksiptions 54¢ -
Tax benefit (expense) related to stock optionsased 24 (64)
Intrinsic value of stock options exercis 114

Phantom Stock Plarthe Company maintains a nomalified phantom stock plan as a supplement t@ritdit sharing plan for officers who he
achieved the level of Senior Vice President andvatend completed one year of service. Howeveicar® who had achieved at least the lew:
Vice President and completed one year of serviwe iy January 1, 2009 remain eligible to partitégpen the phantom stock plan. Awards are n
under this plan on certain compensation not ekgfbl awards made under the profit sharing plae, tduhe terms of the profit sharing plan anc
Internal Revenue Code. Employees receive awardsruhi plan proportionate to the amount they wdade received under the profit sharing
but for limits imposed by the profit sharing plamdathe Internal Revenue Code. The awards are nsedash awards and then converted to con
stock equivalents (phantom shares) at the theremumarket value of the Company’s common stockideivds are credited to each emplogee
account in the form of additional phantom sharehaane the Company pays a dividend on its comntocks In the event of a change of control
defined in this plan), an employsdhterest is converted to a fixed dollar amourt deemed to be invested in the same manner adntesiest in th
Savings Bank’s nomualified deferred compensation plan. Employees ueder this plan 20% per year for 5 years. Empeyalso become 10(
vested upon a change of control. Employees rec¢kaievested interest in this plan in the form afeash lump sum payment or installments, as el
by the employee, after termination of employmente Tompany adjusts its liability under this plarthe fair value of the shares at the end of
period.
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The following table summarizes the Phantom Stoek Rt or for the three months ended March 31, 2012:

Phantom Stock Pla Shares Fair Value
Outstanding at December 31, 2( 39,25¢ $ 12.6:
Grantecd 10,33: 13.1Z
Forfeited - -
Distributions (58) 13.0C
Outstanding at March 31, 2012 4952¢ $ 13.4¢
Vested at March 31, 20! 49,12, % 13.4¢€

The Company recorded stobsed compensation expense for the Phantom StankoP$42,000 and $37,000 for the three monthsdebech 31
2012 and 2011, respectively. The total fair valfi¢he distributions from the Phantom Stock Plan wa<900 for each of the three month per
ended March 31, 2012 and 2011, respectively.

8. Pension and Other Postretirement BeriePlans

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

Three months ended

March 31,
(In thousands 2012 2011
Employee Pension Pla
Interest cos $ 22C % 24¢€
Amortization of unrecognized lo 263 153
Expected return on plan ass (310 (308)
Net employee pension expense $ 17 $ 91
Outside Director Pension Ple
Service cos $ 20 $ 17
Interest cos 28 31
Amortization of unrecognized ge @) (13
Amortization of past service liability 9 10
Net outside director pension expe $ 50 $ 45
Other Postretirement Benefit Plai
Service cos $ 10C $ 78
Interest cos 54 52
Amortization of unrecognized lo 10 -
Amortization of past service credit (22) (22)
Net other postretirement expense $ 143 $ 10¢

The Company previously disclosed in its Consolidd&mancial Statements for the year ended DeceBhe2011 that it expects to contribute $0.5
million to the Company’s Employee Pension Plan (Employee Pension Plan”) and $0.2 million to ea€the Outside Director Pension Plan (the
“Outside Director Pension Plan”) and the other peStement benefit plans (the “Other PostretirenBemefit Plans”) during the year ending
December 31, 2012. As of March 31, 2012, the Cambas contributed $120,000 to the Employee Peri@liam, $22,000 to the Outside Director
Pension Plan and $14,000 to the Other PostretireBemefit Plans. As of March 31, 2012, the Comphag not revised its expected contributions
the year ending December 31, 2012.
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9. Fair Value of Financial Instruments

The Company carries certain financial assets arahfial liabilities at fair value in accordancewiASC Topic 825, “Financial Instruments"ASC
Topic 825”) and values those financial assets anential liabilities in accordance with ASC Topi@® “Fair Value Measurements ¢
Disclosures” (“ASC Topic 820”)ASC Topic 820 defines fair value as the price thatild be received to sell an asset or paid to tearssliability in
an orderly transaction between market participahthe measurement date, establishes a frameworkdasuring fair value and expands disclos
about fair value measurements. ASC Topic 825 gsremitities to choose to measure many financiédungents and certain other items at fair ve
At March 31, 2012, the Company carried financialeds and financial liabilities under the fair vatmtion with fair values of $65.9 million and $2
million, respectively. At December 31, 2011, then@pany carried financial assets and financial liibd under the fair value option with fair vall
of $68.7 million and $26.3 million, respectivelyufing the three months ended March 31, 2012, thmpgamy did not elect to carry any additic
financial assets or financial liabilities under fa@ value option. The Company elected to meaatifair value securities with a cost of $10.0 roit
that were purchased during the three months endedhvBl, 2011.

The following table presents the financial assat$ fnancial liabilities reported at fair value widhe fair value option, and the changes in falug
included in the Consolidated Statement of InconNet-gain (loss) from fair value adjustments, atoorthe periods ended as indicated:

Fair Value Fair Value Changes in Fair Values For Items Measured at Falié

Measuremen Measurement Pursuant to Election of the Fair Value Opt

at March 31, at December 3 Three Months Ende
(Dollars in thousands 2012 2011 March 31, 201: March 31, 201:
Mortgage-backed securitie $ 34,62¢ $ 37,781 $ (28) $ (602)
Other securitie 31,247 30,94 241 (509)
Borrowed funds 26,13¢ 26,31 171 42t
Net gain from fair value adjustmer®”) $ 394 $ (68€)

(1) The net gain (loss) from fair value adjustmentsentéed in the above table does not include ne¢$oss$0.8 million and gains of $31,(
for the three months ended March 31, 2012 and 2@spectively, from the change in the fair valuéntérest rate caps / swa|

Included in the fair value of the financial assatsl financial liabilities selected for the fair waloption is the accrued interest receivable oapla
for the related instrument. One pooled trust prefsecurity is over 90 days past due and the Coynipas stopped accruing interest. The Com
continues to accrue on the remaining financiakiments and reports, as interest income or intesgetnse in the Consolidated Statement of Inc
the interest receivable or payable on the finaringtuments selected for the fair value optiothatr respective contractual rates.

The borrowed funds had a contractual principal amhofi$61.9 million at March 31, 2012 and Decen®kr2011. The fair value of borrowed fu
includes accrued interest payable of $0.4 millibMarch 31, 2012 and December 31, 2011.

The Company generally holds its earning assetgy dktan securities available for sale, to matuaity settles its liabilities at maturity. Howeveair
value estimates are made at a specific point i md are based on relevant market informationsd lestimates do not reflect any premiur
discount that could result from offering for saleoae time the Company’entire holdings of a particular instrument. Actiogly, as assumptio
change, such as interest rates and prepaymemtsafaé estimates change and these amounts manecessarily be realized in an immediate sale.
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Disclosure of fair value does not require fair \laformation for items that do not meet the déifami of a financial instrument or certain ot
financial instruments specifically excluded froms itequirements. These items include core depokhgibles and other customer relationst
premises and equipment, leases, income taxes|deegcproperties and equity.

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

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

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

Level 1 —where quoted market prices are available in avactiarket. The Company did not value any of itetsar liabilities that are carried at
value on a recurring basis as Level 1 at Marct2812 and December 31, 2011.

Level 2 —when quoted market prices are not available, f@ue is estimated using quoted market prices foilai financial instruments and adjus
for differences between the quoted instrument dred ihstrument being valued. Fair value can alscestémated by using pricing models,
discounted cash flows. Pricing models primarilg nsarketbased or independently sourced market parameténp@s, including, but not limited 1
yield curves, interest rates, equity or debt priaed credit spreads. In addition to observablekatanformation, models also incorporate matt
and cash flow assumptions. At March 31, 2012, L@vekcludes mortgage related securities, corpatabe and interest rate caps/swaps. At Dece
31, 2011, Level 2 includes mortgage related seearitorporate debt and interest rate caps.

Level 3 —when there is limited activity or less transpareaoyund inputs to the valuation, financial instrumseare classified as Level 3. At Ma
31, 2012 and December 31, 2011, Level 3 includest prreferred securities owned by and junior subatdd debentures issued by the Company.

The methods described above may produce fair vahagsmay not be indicative of net realizable vatuaeflective of future fair values. While
Company believes its valuation methods are apptgprand consistent with those of other market @pents, the use of different methodoloc
assumptions and models to determine fair valuedémn financial instruments could produce différestimates of fair value at the reporting date.

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

For the three months ended
March 31, 201:
Trust preferre  Junior subordinate
securities debenture

(In thousands

Beginning balanc $ 5632 $ 26,31
Transfer into Level . - -
Net gain from fair value adjustment of financiaseis 14z -
Net gain from fair value adjustment of financiablilities - (177
Decrease in accrued inter: - 4
Change in unrealized net gains included in othergrehensive income 1,00t -
Ending balanci $ 6,77¢ $ 26,13¢
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The following table sets forth the assets andliigds that are carried at fair value on a recgiirasis and the method that was used to deteriméire t
fair value, at March 31, 2012 and December 31, 2011

Quoted Prices

in Active Markets Significant Othel Significant Othel
for Identical Assets Observable Inputs Unobservable Inputs  Total carried at fair valu
(Level 1) (Level 2) (Level 3) on a recurring bas
March 31 December 3. March 31 December 3. March 31 December 3. March 31. December 3:
2012 2011 2012 2011 2012 2011 2012 2011
(in thousands
Assets:
Mortgage-backed Securitie $ - $ -$733870 % 747,28t $ - $ -$ 73387 $ 747,28t
Other securitie - - 156,98: 59,61( 6,77¢ 5,63z  163,76( 65,24:
Interest rate caf - - 20¢ 35€ - - 20¢ 35€
Total assets $ - 3 - $891,06: $ 807,25:$ 6,77¢ $ 5,632 $ 897,84. $ 812,88t
Liabilities:
Borrowings $ - 3 -$ -$ -$ 26,13t $ 26,31: $ 26,13t $ 26,31:
Interest rate swag - - 69:< - - - 693 -
Total liabilities $ - % -$ 69z $ -$ 26,13t $ 26,31:$ 26,82¢ $ 26,317

The following table sets forth the Company’s astieds are carried at fair value on a non-recurliagis and the method that was used to determine
their fair value, at March 31, 2012 and December281.1:

Quoted Prices

in Active Markets Significant Other Significant Other
for Identical Assets Observable Inputs Unobservable Inputs  Total carried at fair valu
(Level 1) (Level 2) (Level 3) on a no-recurring basi:
March 31 December 3. March 31 December 3: March 31 December 3: March 31. December 3:
2012 2011 2012 2011 2012 2011 2012 2011
(in thousands
Assets:
Impaired loan: $ - 3 -$ - $ -$ 60,82¢ $ 4855 $ 60,82t $ 48 ,55¢
Other Real Estate Own - - - - 3,60¢ 3,17¢ 3,60¢ 3,17¢
Total asset $ - $ -3 - $ -$ 6443C % 51,73¢ $ 64,43 $ 51,73«

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

The estimated fair value of each material clas§inafncial instruments at March 31, 2012 and Decan3de 2011 and the related methods
assumptions used to estimate fair value are asAfell

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

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

FHLB-NY stock:

The fair value is based upon the par value of thekswvhich equals its carrying value (Level 2).
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Securities Available for Sale:
Securities available for sale are carried at falug in the Consolidated Financial Statements. \Fire is based upon quoted market prices (Le
input), where available. If a quoted market prie@ot available, fair value is estimated using gdanarket prices for similar securities and adp
for differences between the quoted instrument &editstrument being valued (Level 2 input). Wheer¢his limited activity or less transpare
around inputs to the valuation, securities aresifiasl as (Level 3 input).
Loans:

The estimated fair value of loans is estimated isgalinting the expected future cash flows usingctlmeent rates at which similar loans woulc
made to borrowers with similar credit ratings aachaining maturities (Level 3 input).

For non-accruing loans, fair value is generallyinested by discounting managementéstimate of future cash flows with a discount
commensurate with the risk associated with suchktagkevel 3 input).

Due to Depositors:

The fair values of demand, passbook savings, NOWhay market deposits and escrow deposits are, fyitd®, equal to the amount payable
demand at the reporting dates (i.e. their carryige) (Level 1). The fair value of fixemtaturity certificates of deposits are estimatedlisgounting
the expected future cash flows using the rateeaotlyr offered for deposits of similar remaining ov#ties (Level 2 input).

Borrowings:

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

Interest Rate Caps:

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

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

OREO are carried at fair value less selling co3ise fair value is based on appraised value thraughrrent appraisal, or sometimes throug
internal review, additionally adjusted by the estied costs to sell the property (Level 3 input).

Other Financial Instruments:

The fair values of commitments to sell, lend orrber are estimated using the fees currently chaggqehid to enter into similar agreements, ta
into account the remaining terms of the agreemamdsthe present creditworthiness of the countdgsaor on the estimated cost to terminate the
otherwise settle with the counterparties at theontapy date. For fixedate loan commitments to sell, lend or borrow, fatues also consider 1
difference between current levels of interest ratas committed rates (where applicable).

At March 31, 2012 and December 31, 2011, the falues of the above financial instruments approxéntaé recorded amounts of the related
and were not considered to be material.
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The following table sets forth the carrying amouwsmsl estimated fair values of selected financistritments as well as assumptions used by the
Company in estimating fair value at March 31, 2a@h@d December 31, 2011:

March 31, 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 $ 3539( $ 3539 $ 3539 $ - 3 - $ 5572 $ 5572
Mortgage-backec Securities 733,87 733,87: - 733,87: - 747,28t 747,28t
Other securitie 163,76( 163,76( - 156,98 6,77¢ 65,24: 65,24:
Loans 3,228,69:i 3,385,87. - - 3,385,87. 3,228,88. 3,407,45.
FHLB-NY stock 32,22 32,22 - 32,22 - 30,24¢ 30,24t
Interest rate cag 20¢€ 20¢€ - 20¢ - 35€ 35€
OREO 3,60¢ 3,60¢ - - 3,60¢ 3,17¢ 3,17¢
Total assets $ 4,197,75 $4,354931 $ 3539( $ 923,28: $3,396,25 $4,130,91. $4,309,48!
Liabilities:
Deposits $ 3,170,13. $3,224,36' $1,708,48. $1,515,88. $ - $3,146,24! $3,211,40!
Borrowings 729,16: 771,28:¢ - 745,14t 26,13¢ 685,13¢ 728,06’
Interest rate swaf 693 693 - 693 - - -
Total liabilities $ 3,899,98! $3,996,34. $1,708,48: $2,261,72. $ 26,13t $3,831,38: $3,939,47.
10. Derivative Financial Instruments

At March 31, 2012, the Comparsyderivative financial instruments consist of pasdd options and swaps. The purchased optionssex tt
mitigate the Company’s exposure to rising interasts on its financial liabilities without statediurities. The Compang’swaps are used to mitig
the Company’s exposure to market value changés janior subordinated debentures with a contractalae of $60.9 million.

These derivatives are not designated as hedgesaaeda combined notional amount of $118.0 millibMarch 31, 2012. Changes in the fair valu
these derivatives are reflected in “net loss fraimalue adjustments” in the Consolidated Statémehincome.

The following table sets forth information regarmglithe Company’s derivative financial instrumentdarch 31, 2012:

March 31, 201:

Cumulative
Notional Unrealized Net Gain
Amount Purchase Pri Gain Loss (loss) Positior")
(In thousands
Interest rate cag $ 100,000 $ 9,03t $ - $ 8821 $ 20¢
Interest rate swaps 18,00( - - 693 (699
Total derivatives $ 118,000 $ 9,03t $ - $ 9521 % (48€)

(1) Derivatives in a net gain position are recorde”Other asse” and derivatives in a net loss position are recoe Other liabilitie” in the
Consolidated Statements of Financial Condition.

-30-




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

The following table displays a summary of the tephthe interest rate caps and interest rate swapsntly 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 $ 50,00 $ 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 3.18% 3.21% 3.22%
Adjustable rate paid by counterpa 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 Statementsaaime for the periods indicated:

Three months ended

March 31,
(In thousands 2012 2011
Financial Derivatives
Interest rate cag $ (14¢) $ 31
Interest rate swaps (699 -
Net gain (loss $ (841 $ (31

11. Income Taxes

Flushing Financial Corporation files consolidatezti€ral and combined New York State and New York @itome tax returns with its subsidiar
with the exception of Flushing Financial Capitau3t I, Flushing Financial Capital Trust Ill, anduBhing Financial Capital Trust IV, which f
separate Federal income tax returns as trustsilaistling Preferred Funding Corporation, which fileseparate Federal and New York State in
tax return as a real estate investment trust.

Income tax provisions are summarized as follows:

For the three montt
ended March 31

(In thousands 2012 2011
Federal:
Current $ 3,132 % 3,82¢
Deferred 492 86
Total federal tax provisic 3,62¢ 3,917
State and Loca
Current 713 1,107
Deferrec 221 39
Total state and local tax provision 934 1,14¢
Total income tax provision $ 455¢ $ 5,05¢

The income tax provision in the Consolidated Statet: of Income has been provided at effective rate29.0% and 38.9% for the three moi
ended March 31, 2012 and 2011, respectively.
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The effective rates differ from the statutory fealéncome tax rate as follows:

For the three montt
ended March 31

(dollars in thousands 2012 2011

Taxes at federal statutory re $ 4,09( 35.(% $ 4,55¢ 35.(%

Increase (reduction) in taxes resulting frc

State and local income tax, net of Federal incaméenefil 607 5.2 74E 5.7

Other (139 (1.2 (247 (1.8)
Taxes at effective rate $ 4 ,55¢ 39.(% $ 5,05¢ 38.5%

The Company has recorded a deferred tax asseBd? §dllion at March 31, 2012, which is included‘@ther assetsin the Consolidated Stateme
of Financial Condition. This represents the antitéd net federal, state and local tax benefits e@rpeto be realized in future years upon
utilization of the underlying tax attributes conginig this balance. The Company has reported taxattene for federal, state, and local tax purp
in each of the past three fiscal years. In managémepinion, in view of the Comparg/’previous, current and projected future earningsd th
probability that some of the Compary$30.9 million deferred tax liability can be ugedffset a portion of the deferred tax asset, el &s certai
tax planning strategies, it is more likely than ttwt the deferred tax asset will be fully realiz&édcordingly, no valuation allowance was dee
necessary for the deferred tax asset at March@®2.2

12. Accumulated Other Comprehensive Incoe

The components of accumulated other comprehensbagrie at March 31, 2012 and December 31, 2011rendnanges during the period are as
follows:

Other
March 31 Comprehensiv December 3:
2012 Income (loss 2011

(In thousands

Net unrealized gain on securities available foe $ 12,89¢ $ 1,217 $ 11,67¢
Net actuarial loss on pension plans and other gtirggment benefit (7,067) 14¢ (7,216
Prior service cost on pension plans and other girgtment benefits 344 (6) 35C
Accumulated other comprehensive inca $ 617 3 1,360 $ 4,81:
13. Regulatory

The Federal Deposit Insurance Corporation Improvemet of 1991 (“FDICIA”) imposes a number of mandatory supervisory measurdmnk
and thrift institutions. Among other matters, FDACkstablished five capital zones or classificatigne&ll-capitalized, adequately capitaliz
undercapitalized, significantly undercapitalizedi amitically undercapitalized). Such classificasoare used by the Office of the Comptroller ol
Currency (“OCC”) and other bank regulatory agentiedetermine matters ranging from each institusaguarterly FDIC deposit insurance prem
assessments, to approvals of applications authgrinistitutions to grow their asset size or otheenéxpand business activities. Under OCC ci
regulations, the Savings Bank is required to comyiti1 each of three separate capital adequacy atead

-32-



PART | — FINANCIAL INFORMATION

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

At March 31, 2012, the Savings Bank exceeded ehttiedhree capital requirements and is categorézetivell-capitalized” under the prompt
corrective action regulations. Set forth belowa summary of the Savings Bank’s compliance:

(Dollars in thousands Amount Percent of Asse
Core Capital:
Capital leve $413,22( 9.54%
Well capitalizec 216,62« 5.0C
Exces: 196,59¢ 4.54
Tier 1 Risk-Based Capital:
Capital leve $413,22( 13.9¢%
Well capitalizec 177,31( 6.0C
Exces: 235,91( 7.9¢€
Risk-Based Capital:
Capital leve $443,83¢ 15.02%
Well capitalizec 295,51° 10.0C
Exces: 148,32: 5.0Z
14. New Authoritative Accounting Pronounements

In April 2011, the FASB issued ASU No. 2011-03, gthiamends the authoritative accounting guidanceruA$C Topic 860 “Transfers an
Servicing.” The amendments in this update remove from the sisseg of effective control (1) the criterion redpgr the transferor to have 1
ability to repurchase or redeem the financial assetsubstantially the agreed terms, even in tbatesf default by the transferee and (2) the el
maintenance implementation guidance related to d¢hitdrion. The amendments in this update arecgffe for the first interim or annual peri
beginning on or after December 15, 2011 and shibeldpplied prospectively to transactions or modifans of existing transactions that occur o
after the effective date. Early adoption is notmigied. Adoption of this update did not have a mateffect on the Compang’consolidated resu
of operations or financial condition.

In May 2011, the FASB issued ASU No. 2011-04, whathends the authoritative accounting guidance ud®€ Topic 820 “Fair Value
Measuremen.” The amendments in this update clarify how to meaand disclose fair value under ASC Topic 820. dimendments in this upd:
are effective for the first interim or annual peribeginning on or after December 15, 2011 and shbal applied prospectively to transaction
modifications of existing transactions that occarav after the effective date. Early adoption i$ permitted. Adoption of this update did not ha'
material effect on the Company’s consolidated tsafloperations or financial condition.

In June 2011, the FASB issued ASU No. 2011-05, wlimends the authoritative accounting guidance uA&E Topic 220 “Comprehensiy
Income.” The amendments eliminate the option to presemiponents of other comprehensive income in thiersent of stockholdersquity
Instead, the new guidance requires entities toepteall nonowner changes in stockholdegguity either as a single continuous stateme
comprehensive income or as two separate but cotgestatements. The amendments in this updateffeetive for the first interim or annual per
beginning on or after December 15, 2011 and musigmied retrospectively. Early adoption is peradtt Adoption of this update did not hav
material effect on the Compamsytonsolidated results of operations or finanaaldition. See the Consolidated Statements of Canemisive Incom:
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In September 2011, the FASB issued ASU No. 201wbch amends the authoritative accounting guidamaer ASC Topic 350 Intangibles—
Goodwill and Other” The amendments in the update permit an entityrsd dissess qualitative factors to determine whetliemore likely than ne
that the fair value of a reporting unit is lessrtlita carrying amount as a basis for determiningtivér it is necessary to perform the tatep goodwil
impairment test described in Topic 350. The mdkeli-thannot threshold is defined as having a likelihood meére than 50 percent. T
amendments in this update are effective for anaundlinterim goodwill impairment tests performed fiscal years beginning after December
2011. Early adoption is permitted, including fonaal and interim goodwill impairment tests perfodhas of a date before September 15, 2011,
entity’s financial statements for the most recent annu@hterim period have not yet been issued. Adoptibithis update did not have a mate
effect on the Company’s consolidated results ofaipens or financial condition.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF F INANCIAL CONDITION AND RESULTS OF OPERATIONS

This Quarterly Report should be read in conjunctiwith the more detailed and comprehensive discksimcluded in our Annual Report on F¢
10K for the year ended December 31, 2011. In adujtease read this section in conjunction with @amsolidated Financial Statements
Notes to Consolidated Financial Statements conthhrerein.

As used in this Quarterly Report, the wo“we,” “us,” “our” and the “Company” are used to refer to Flushing Financial Corporatiand its direc
and indirect wholly-owned subsidiaries, Flushingvifgs Bank, FSB (the “Savings Bank”), Flushing Cceneial Bank (the “Commercial Bank,”
and together with the Savings Bank, the “Bankslushing Preferred Funding Corporation, Flushing #iee Corporation and FSB Properties, Inc.

Statements contained in this Quarterly Report irejato plans, strategies, objectives, economicgeerédnce and trends, projections of resuli
specific activities or investments and other sta&ets that are not descriptions of historical faomy be forwardeoking statements within tl
meaning of Section 27A of the Securities Act of 338d Section 21E of the Securities Exchange Act9#4. Forwardeoking information i
inherently subject to risks and uncertainties astdal results could differ materially from thoseretly anticipated due to a number of factors,ch
include, but are not limited to, factors discussdgsewhere in this Quarterly Report and in otherudoents filed by us with the Securities
Exchange Commission from time to time, includingtheut limitation, our Annual Report on Form XDfor the year ended December 31, 2!
Forward-looking statements may be identified bym®rsuch as “may,” “will,” “should,” “could,” “expés,” “plans,” “i " “anticipates,”

intends,
“believes,” “estimates,” “predicts,” “forecasts,pbtential” or “continue’or similar terms or the negative of these termghdlgh we believe that t
expectations reflected in the forwdabking statements are reasonable, we cannot gw@rdnture results, levels of activity, performanm
achievements. We have no obligation to updatestfa@svard-looking statements.

Executive Summary

We are a Delaware corporation organized in May 1&e direction of the Savings Bank. The Savidgsk was organized in 1929 as a New \
State chartered mutual savings bank. In 1994, #wn§s Bank converted to a federally chartered alutavings bank and changed its name
Flushing Savings Bank to Flushing Savings Bank, FBi Savings Bank converted from a federally @rad mutual savings bank to a fedet
chartered stock savings bank in 1995. On July @112as a result of the Doddtank Wall Street Reform and Consumer Protection #he Saving
Bank’s primary regulator became the Office of ttmrtroller of the Currency (“OCC”). The Banldgposits are insured to the maximum allow
amount by the Federal Deposit Insurance CorporgtienIC”). The primary business of Flushing Financial Corpgoraat this time is the operati
of its wholly owned subsidiary, the Savings BankeTSavings Bank owns four subsidiaries: Flushingh@ercial Bank, Flushing Preferred Func
Corporation, Flushing Service Corporation and FSBpErties Inc. In November 2006, the Savings Baalinthed an internet bran

iGObanking.com® . The activities of Flushing Financial Corporatiore arimarily funded by dividends, if any, receivedm the Savings Bar
issuances of junior subordinated debt and issuapfcegquity securities. Flushing Financial Corparats common stock is traded on the NASD
Global Select Market under the symbol “FFIC.”

Our principal business is attracting retail deo&ibm the general public and investing those digpdsgether with funds generated from ongt
operations and borrowings, primarily in (1) origioas and purchases of multi-family residentialgadies and, to a lesser extent, ondetar- family
(focusing on mixedise properties, which are properties that contath besidential dwelling units and commercial un#ad commercial real est
mortgage loans; (2) construction loans, primariy residential properties; (3) Small Business Adstiation (“SBA”) loans and other small busin
loans; (4) mortgage loan surrogates such as ngethacked securities; and (5) U.S. government Reyrcorporate fixedacome securities al
other marketable securities. We also originateagedther consumer loans including overdraft liokeredit.

Our results of operations depend primarily on negrest income, which is the difference betweerirtbeme earned on its interesstrning assets a

the cost of our interedtearing liabilities. Net interest income is theulesf our interest rate margin, which is the diffiace between the average y
earned on interest-earning assets and the avemmgeotTinterest-bearing liabilities, adjusted foetdifference in the average balance of interest
earning assets compared to the average balann&eoést-bearing liabilities. We also generate mtearest income from loan fees, service charge
deposit accounts, mortgage servicing fees, and &bs, income earned on Bank
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Owned Life Insurance (“BOLI"), dividends on Federtdme Bank of New York (“FHLB-NY”) stock and netiga and losses on sales of securities
and loans. Our operating expenses consist pringiphEmployee compensation and benefits, occupandyequipment costs, other general and
administrative expenses and income tax expensereults of operations also can be significantfgeed by our periodic provision for loan losses
and specific provision for losses on real estateamnv

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

« continue our emphasis on the origination of n-family residential mortgage loar

« transition from a traditional thrift to a mo‘commercie-like’ banking institution

« increase our commitment to the multi-cultural mgplkece, with a particular focus on the Asian comityim Queens;
« maintain asset qualit

« manage deposit growth and maintain a low costdi$ithrougt

= business banking depos
= municipal deposits through government bankimg),
= new customer relationships via iGObanking.®;

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

Our investment policy, which is approved by the Bloaf Directors, is designed primarily to manage ithterest rate sensitivity of our overall as
and liabilities, to generate a favorable returnhaitt incurring undue interest rate risk and cregdit, to complement our lending activities an
provide and maintain liquidity. In establishing dovestment strategies, we consider our businedgyemwth strategies, the economic environn
our interest rate risk exposure, our interest sgesitivity “gap” position, the types of securities to be held arfteoffactors. We classify ¢
investment securities as available for sale.

We carry a portion of our financial assets andrfoial liabilities at fair value and record changesheir fair value through earnings in noneres
income on our Consolidated Statements of IncomeCGordprehensive Income. A description of the finahassets and financial liabilities that
carried at fair value through earnings can be faanridote 9 of the Notes to the Consolidated FinalnBtatements.

At March 31, 2012, total assets were $4,358.0 omlian increase of $70.0 million from $4,287.9 iwill at December 31, 2011. Total loans,
decreased $0.5 million during the three months @éndarch 31, 20120 $3,198.1 million from $3,198.5 million at Deceenb31, 2011. Loz
originations and purchases were $118.6 milliontfigr three months ended March 31, 2012, an incre$&9.6 million from $99.1 million for tt
three months ended March 31, 2011. Loan applicafioprocess increased to $258.4 million companedl®4.4 million at December 31, 2011
$164.7 million at March 31, 2011.

We continue to maintain conservative underwrititemeards that include, among other things, a loaratue ratio of 75% or less and a debt cove
ratio of at least 125%. Multi-family residentiabromercial real estate and one-to-four family mixese-property mortgage loans originated durini
first quarter of 2012 had an average loan-to-vadtie of 43.3% and an average debt coverage ra2@@%%.

Non-performing loans were $119.9 million at March 30,12, an increase of $2.5 million from $117.4 milliat December 31, 2011. Perform
loans delinquent 60 to 89 days were $12.4 millioMarch 31, 2012, a decrease of $1.5 million frak8.9 million at December 31, 2011. Perforn
loans delinquent 30 to 59 days were $58.8 millioarch 31, 2012, a decrease of $3.4 million fro2.2 million at December 31, 2011. ~
majority of nonperforming loans are collateralized by residenrtiabme producing properties in the New York Citytropolitan area that rem:
occupied and generate revenue. Given New York €ltwv vacancy rates, they have
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retained value and provided us with low loss conterour nonperforming loans. We review the property valuesngbaired loans quarterly a
charge-off amounts in excess of 85% of the valud@fioan’s collateral. Net loan chargs during the three months ended March 31, 20&&w:
basis points of average loans, which continue tbddew the industry average.

Total liabilities were $3,935.0 million at March,31012, an increase of $64.0 million from $3,87hillion at December 31, 2011. During the tt
months ended March 31, 2012, due to depositoreased $12.4 million to $3,128.9 million. Borroweahdls increased $44.0 million during the tl
months ended March 31, 2012.

Net income for the three months ended March 312204s $7.1 million, a decrease of $0.8 million cameg to $8.0 million for the three mon
ended March 31, 2011. Diluted earnings per comrhaneswere $0.23 for the three months ended MarcB@I12, a decrease of $0.03 from $0.2¢
the three months ended March 31, 2011. Returrverege equity was 6.8% for the three months endartiM31, 2012 compared to 8.2% for
three months ended March 31, 2011.

The net interest margin for the three months efdacth 31, 2012 increased six basis points to 3.68% 3.62% for the three months ended Mi
31, 2011. The increase in the net interest margis primarily due to a reduction of 26 basis pointthe cost of interedtearing liabilities for th
three months ended March 31, 2012 from the commnatior year period. The decrease in the cosht@restbearing liabilities was primari
attributable to reductions in the rates paid onodép and a decrease in the cost of borrowed funds.

We recorded a provision for loan losses of $6.0ionilduring the three months ended March 31, 20d#ich was an increase of $1.0 million fr
$5.0 million recorded during the three months endedch 31, 2011. The provision was deemed necgssaa result of the regular quarterly ana
of the allowance for loan losses. The regular igulgranalysis is based on managemeevaluation of the risks inherent in the varioamponent
of the loan portfolio and other factors, includimgtorical loan loss experience (which is updatedrtgrly), changes in the composition and volun
the portfolio, collection policies and experientends in the volume of non-accrual loans and l@al national economic conditions. See
ALLOWANCE FOR LOAN LOSSES.”

“

The Savings Bank continues to be well-capitalizeden regulatory requirements, with Core, Tier k-based and Total riskased capital ratios
9.54%, 13.98% and 15.02%, respectively, at Margi2812.

COMPARISON OF OPERATING RESULTS FOR THE THREE MONTH S ENDED
MARCH 31, 2012 AND 2011

General. Net income for the three months ended March 8122vas $7.1 million, a decrease of $0.8 million10.4%, compared to $8.0 million
the three months ended March 31, 2011. Dilutediegs per common share were $0.23 for the threethmended March 31, 2012, a decrea:
$0.03, or 11.5%, from $0.26 for the three monthdeeinMarch 31, 2011. Return on average equity wé& 6or the three months ended March
2012 compared to 8.2% for the three months endediMal, 2011. Return on average assets was 0.7%ddahree months ended March 31, Z
and 2011.

Interest Income. Total interest and dividend income decreased &2lién, or 4.6%, to $54.4 million for the threeomths ended March 31, 2C
from $57.0 million for the three months ended MaBdh 2011. The decrease in interest income wabuattble to a 20 basis point decline in the y
of interestearning assets to 5.36% for the three months elidedh 31, 2012 from 5.56% in the comparable prigairyperiod combined with a $5
million decrease in the average balance of tothdoto $3,194.0 million for the three months enliteaich 31, 2012, from $3,248.7 million for -
comparable prior year period. The 20 basis pagatide in the yield of interesarning assets was primarily due to a 17 basis peduction in th
yield of the loan portfolio to 5.83% for the threenths ended March 31, 2012 from 6.00% for theetim@nths ended March 31, 2011, comb
with a 35 basis point decline in the yield on tateturities to 3.81% for the three months endedcM&d, 2012 from 4.16% for the comparable |
year period. In addition, the yield of inter-earning assets was negatively impacted by a $5dlidmdecrease in the average balance of the In
yielding loan portfolio for the three months endédrch 31, 2012 and a $23.9 million increase inaherage balances of the lower yielding secu
portfolio for the three months ended March 31, 2@t2ch has a lower yield than the yield of totakiestearning assets. These factors that rec
the yield were partially offset by a $13.0 millidecrease in the average balance of lower yielditgréstearning deposits to $45.0 million for
three months ended March 31, 2012 from $57.9 milfr the comparable prior year period. The 17 asint decrease in the loan portfolio
primarily due to the decline in the rates earnedi®n loan originations partially offset by an ingse in prepayment penalty income during the
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three months ended March 31, 2012 compared tdtke tmonths ended March 31, 2011. The yield omibgage loan portfolio decreased 16 t
points to 5.94% for the three months ended March2812 from 6.10%or the three months ended December 31, 2011.yiElé on the mortgag
loan portfolio, excluding prepayment penalty incomecreased 23 basis points to 5.80% for the tm@®hs ended March 31, 2012 from 6.03%
the three months ended March 31, 2011. The 35 Imasig decrease in the securities portfolio yieldswprimarily due to the purchase of 1
securities at lower yields than the existing pdidfo

Interest Expense. Interest expense decreased $2.8 million, or 14t@%17.1 million for the three months ended MaBth 2012 from $19.9 millic
for the three months ended March 31, 2011. Theedserin interest expense was due to the reductitireicost of interediearing liabilities, whic
decreased 26 basis points to 1.83% for the thregthmeended March 31, 2012 from 2.09% for the coatgarprior year period, combined wit
$74.6 million decrease in the average balance tefestbearing liabilities to $3,731.2 million for the #& months ended March 31, 2012 f
$3,805.9 million for the comparable prior year pdri The 26 basis point decrease in the cost eféstbearing liabilities was primarily attributal
to the Bank reducing the rates it pays on its dégposducts and a reducing the cost of borrowediuThe cost of certificates of deposit, mc
market accounts, savings accounts and NOW accdectgased 14 basis points, 16 basis points, 34 pasits and 18 basis points, respectively
the three months ended March 31, 2012 from the eoafyle prior year period. This resulted in a daseein the cost of due to depositors of 15 |
points to 1.45% for the three months ended March2812 from 1.60% for the three months ended M&th2011. The cost of borrowed ful
decreased 81 basis points from the comparable ypeiar period to 3.60% for the three months endeccM&1, 2012. This decrease in the co:
borrowed funds was primarily due to maturing borirapbeing replaced at lower rates.

Net Interest Income. For the three months ended March 31, 2012, netast income was $37.3 million, an increase o2 $fillion, or 0.5%, fror
$37.2 million for the three months ended MarchZ111. The increase in net interest income wasattable to a six basis point increase in the
interest spread to 3.53% for the three months eniadth 31, 2012 from 3.47% for the three monthseeniflarch 31, 2011, partially offset b
decrease of $43.8 million in the average balancentefestearning assets to $4,062.3 million for the threentm® ended March 31, 2012 fr
$4,106.0 million for the comparable prior year pdri The yield on interegtarning assets decreased 20 basis points to 5.868%ef three montl
ended March 31, 2012 from 5.56% for the three moatided March 31, 2011. However, this was more diffaet by a decline in the cost of fund:
26 basis points to 1.83% for the three months erdacth 31, 2012 from 2.09% for the comparable pyiear period. The net interest mai
improved six basis points to 3.68% for the threenthe ended March 31, 2012 from 3.62% for the tmeaths ended March 31, 2011. Excluc
prepayment penalty income, the net interest mamginld have been 3.57% for the three months endedhviil, 2012 and 2011.

Provision for Loan Losses. A provision for loan losses of $6.0 million wacorded for the three months ended March 31, 281 #crease of $1

net-

million from $5.0 million that was recorded for thieree months ended March 31, 2011. During theetmonths ended March 31, 2012, non-

performing loans increased $2.5 million to $119.@iom from $117.4 million at December 31, 2011. tNshargeeffs for the three months enc
March 31, 2012 totaled $5.7 million. The currergrieto-value ratio for our noperforming loans collateralized by real estate 626% at March 3
2012. When we have obtained properties througtclosare, we have been able to quickly sell the grtigs at amounts that approximate book v
We anticipate that we will continue to see low losstent in our loan portfolio. The Bank contint@snaintain conservative underwriting stande
However, given the level of non-performing loartse turrent economic uncertainties, and the chaffgerecorded in the first quarter of 20
management, as a result of the regular quartedlysis of the allowance for loans losses, deemeéddessary to record a $6.0 million provisior
possible loan losses in the first quarter of 20&8. SALLOWANCE FOR LOAN LOSSES.”

Non-Interest Income. Non4dinterest income for the three months ended Margh2812 was $1.9 million, an increase of $1.0 mmilivom $0.¢

million for the three months ended March 31, 20The increase in non-interest income was primatilg to a $0.9 million decrease in other-than-

temporary impairment charges recorded during treetmonths ended March 31, 2012 compared to the thonths ended March 31, 2011.

Non-Interest Expense. Non-nterest expense was $21.5 million for the threatm®ended March 31, 2012, an increase of $1.5omilbr 7.6%, fror
$20.0 million for the three months ended MarchZ111. The increase was primarily due to the grafitthe Bank over the past year, which inclu
the opening of a new branch in January 2012, are@se in stock based compensation expense, empbeyesdits expense and other real e
owned/foreclosure expense. Salaries and benefitsased $1.0 million for the three months endedcMad, 2012
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compared to the three months ended March 31, 20 ddition, other real estate owned/foreclosueese and other operating expense for the
three months ended March 31, 2012 increased $@lidmand $0.3 million, respectively, compared e three months ended March 31, 2011. These
increases were partially offset by a $0.4 milli@ticease in FDIC assessments during the three mendesl March 31, 2012 from the comparable
prior year period. The efficiency ratio was 53.486 the three months ended March 31, 2012 comparb@.4% for the three months ended March
31, 2011.

Income before Income Taxes. Income before the provision for income taxes desgda$1.3 million, or 10.2%, to $11.7 million foetthree montt
ended March 31, 2012 from $13.0 million for theethmonths ended March 31, 2011 for the reasongsdied above.

Provision for Income Taxes. Income tax expense decreased $0.5 million to $4liiomfor the three months ended March 31, 201@r$5..
million for the three months ended March 31, 201He effective tax rate was 39.0% and 38.9% fottlinee months ended March 31, 2012 and 2
respectively.

FINANCIAL CONDITION

Assets. Total assets at March 31, 2012 were $4,358.0amjllan increase of $70.0 million, or 1.6%, from2B¥.9 million at December 31, 20
Total loans, net decreased $0.5 million, duringttiree months ended March 31, 2012 to $3,198.%amifrom $3,198.5 million at December
2011. Loan originations and purchases were $118l®mfor the three months ended March 31, 2012,ircrease of $19.6 million from $9¢
million for the three months ended March 31, 2@dring the three months ended March 31, 2012, wéiroeed to focus on the origination of multi-
family properties and deemphasize rawner occupied commercial real estate and congtrutgnding. Loan applications in process havetiooec

to show improvement, totaling $258.4 million at Itar31, 2012 compared to $194.4 million at Decend3ier2011 and $164.7 million at March
2011.

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

For the three months
ended March 31

(In thousands 2012 2011
Multi-family residentia $ 6190 $ 46,01¢
Commercial real esta 3,42¢ 1,41¢
One-to-four family — mixec-use propert 5,11t 4,81¢
One-to-four family — residentia 5,80t 3,35¢
Co-operative apartmen - -
Constructior - 1,00¢
Small Business Administratic 26€ 2,32¢
Taxi medallion®® 3,46¢ 23,82
Commercial business and ott 38,63¢ 16,29:
Total $ 118,610 $ 99,06(

(2)Includes purchases of $3.5 million and $12.6 millior the three months ended March 31, 2012 and 2@&pectively

We continue to maintain conservative underwrititemeards that include, among other things, a loaratue ratio of 75% or less and a debt cove
ratio of at least 125%. Multi-family residentiabromercial real estate and one-to-four family mixes#-property mortgage loans originated durini
first quarter of 2012 had an average loan-to-vadtie of 43.3% and an average debt coverage raf2@en%o.

The Savings Bank’s noperforming assets totaled $126.5 million at Maréh2012, an increase of $3.4 million from $123.2iom at December 3
2011. Total norperforming assets as a percentage of total assees 2490% at March 31, 2012 compared to 2.87% aember 31, 2011. The ra
of allowance for loan losses to total non-perforgnioans was 25.5% at March 31, 2012 compared t8%25at December 31, 2011. See
“TROUBLED DEBT RESTRUCUTURED AND NON-PERFORMING AESS.”

During the three months ended March 31, 2012, ragegacked securities decreased $13.4 million, or 118%,733.9 million from $747.3 millic
at December 31, 2011. The decrease in mortgagked securities during the three months endeadiMat, 2012 was primarily due to princi
repayments of $37.9 million partially offset by phases of $24.6 million and a $0.7 million improwsmin fair value. During the three mor
ended March 31,
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2012, other securities increased $98.5 millionl 5i.0%, to $163.8 million from $65.2 million at Bmwber 31, 2011. The increase in other secu
during the three months ended March 31, 2012 wiasapity due to purchasesf $97.9 million. Other securities primarily cortsig securities issue
by government agencies, mutual or bond funds thegsit in government and government agency secugtid corporate bonds.

Liabilities. Total liabilities were $3,935.0 million at March ,32012, an increase of $64.0 million, or 1.7%, fr$&871.0 million at December :
2011. During the three months ended March 31, 264&,to depositors increased $12.4 million, or Q.4963,128.9 million, as a result of a $i
million increase in core deposits partially offbgta $67.5 million decrease in certificates of d@pdorrowed funds increased $44.0 million du
the three months ended March 31, 2012,

Equity. Total stockholdersequity increased $6.0 million, or 1.5%, to $423.lliom at March 31, 2012 from $416.9 million at Beober 31, 201
Stockholders’equity increased primarily due to net income ofl$million for the three months ended March 31, 2048 increase in oth
comprehensive income of $1.4 million primarily dwean increase in the fair value of the securijpiexfolio and $1.4 million due to the issuanc
shares from the annual funding of certain employggement plans through the release of commoneshiom the Employee Benefit Trust.
addition, the exercise of stock options increasedkiolders’equity by $0.3 million, including the income taxriadit realized. These increases v
partially offset by the declaration and paymentdifidends on the Compars/'common stock of $4.0 million and the purchas®%R00 treasul
shares at a cost of $1.3 million. Book value panemn share was $13.68 at March 31, 2012 compar8§d3cal9 at December 31, 2011. Tanc
book value per common share was $13.16 at MarcB@®2 compared to $12.96 at December 31, 2011.

On September 28, 2011, the Company announced theraation by the Board of Directors of a new coomstock repurchase program wt
authorizes the purchase of up to 1,000,000 shdrd®eaCompanys common stock. During the three months ended Maigt?012, the Compa
repurchased 97,200 shares of the Commaogmmon stock at an average cost of $13.19 pee.sAhMarch 31, 2012, 640,762 shares remain
repurchased under the current stock repurchasegmmodtock will be purchased under the currentkstepurchase program from time to time, in
open market or through private transactions, stibpemarket conditions. There is no expiration @amum dollar amount under this authorization.

Cash flow. During the three months ended March 31, 2012ddyrovided by the Company's operating activitieeanted to $16.9 million. The
funds, together with $62.3 million provided by firting activities, were utilized to fund net investiactivities of $99.5 million. The Compar
primary business objective is the origination andgchase of one-to-four family (including mixed-upeoperties), multfamily residential an
commercial real estate mortgage loans and comnhebcisiness and SBA loans. During the three moettted March 31, 2012, the net total of |
originations and purchases less loan repaymentsaled was a $14.2 million. During the three momthded March 31, 2012, the Company
funded $122.5 million in purchases of securitiesilable for sale. During the three months endedck&1, 2012, funds were primarily providec
an increase of $58.5 million in shderm borrowed funds, a $23.6 million increase ialtdeposits and $39.0 million in proceeds fromurities
sales, calls and prepayments of securities availéd sale. These increases funded a $14.6 mitliecrease in lontgerm borrowed funds. Tl
Company also used funds of $4.0 million and $1.%iani for dividend payments and purchases of treastock, respectively, during the th
months ended March 31, 2012.

INTEREST RATE RISK

The Consolidated Statements of Financial Positiamehbeen prepared in accordance with generallypteteaccounting principles in the Uni
States of America, which require the measuremeriinahcial position and operating results in terofishistorical dollars without considering
changes in fair value of certain investments duehanges in interest rates. Generally, the faiwev@f financial investments such as loans
securities fluctuates inversely with changes imrest rates. As a result, increases in interéss reould result in decreases in the fair valuéhe
Company’s interest-earning assets which could adleaffect the Companyresults of operation if such assets were soldndhe case of securiti
classified as available-for-sale, decreases ifCtiapany’s stockholders’ equity, if such securitiese retained.

The Company manages the mix of interest-earningteisnd interedtearing liabilities on a continuous basis to mazenieturn and adjust
exposure to interest rate risk. On a quarterlyshasanagement prepares the “Earnings and Econaxpicskre to Changes in Interest Ratgfjort fo
review by the Board of Directors, as summarized\el This report quantifies the potential changesét interest income and net portfolio v:
should interest rates go up or down (shocked) 2sbpoints, assuming the yield curves of the satecks will be parallel to each other.
Company’s regulators currently place focus on thieportfolio value, focusing on a rate shock up
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or down of 200 basis points. Net portfolio valueléined as the market value of assets net of tirkehvalue of liabilities. The market value of
assets and liabilities is determined using a distamlicash flow calculation. The net portfolio vatago is the ratio of the net portfolio value teet
market value of assets. All changes in income ahdevare measured as percentage changes fronojbetpd net interest income and net portfolio
value at the base interest rate scenario. Theib&sest rate scenario assumes interest ratesuathM81, 2012. Various estimates regarding
prepayment assumptions are made at each leveteo$mack. However, prepayment penalty income ituebed from this analysis. Actual results
could differ significantly from these estimatest March 31, 2012, the Company was within the guigal set forth by the Board of Directors for €
interest rate level.

The following table presents the Company’s interatt shock as of March 31, 2012:

Projected Percentage Chang
Net Interest Net Portfolio Net Portfolic

Change in Interest Ra Income Value Value Ratic

-200 Basis point -2.3(% 31.8% 15.2(%

-100 Basis point -0.41 16.8¢ 13.7¢

Base interest rai 0.0C 0.0C 12.2(

+100 Basis point -4.7¢€ -15.97 10.61

+200 Basis point -9.3¢ -31.3¢ 8.97
41 -
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AVERAGE BALANCES

Net interest income represents the difference batvilrcome on intere-earning assets and expense on intdseating liabilities. Net interest incol
depends upon the relative amount of interest-egragsets and interelséaring liabilities and the interest rate earnegaid on them. The followir
table sets forth certain information relating te thompanys Consolidated Statements of Financial Conditiath @ansolidated Statements of Incc
for the three months ended March 31, 2012 and 2@, reflects the average yield on assets and gwerast of liabilities for the perio
indicated. Such yields and costs are derived biglidig income or expense by the average balanessdts or liabilities, respectively, for the pes
shown. Average balances are derived from averagg Halances. The yields include amortizationfes which are considered adjustmen

yields.

Assets

Interes-earning asset:
Mortgage loans, net (;
Other loans, net (:

Total loans, net
Mortgag«-backed securitie
Other securitie

Total securities
Interes-earning deposits and federal funds ¢

Total interest-earning assets
Other assets
Total assel

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

Net interest income / net interest rate spi

Net interes-earning assets / net interest margin

For the three months ended March

2012 2011
Average Yield/ Average Yield/
Balance Interest Cost Balance Interest Cost
$2,906,82! 43,19; 5.9% $2,947,02 44,93« 6.1(%
287,14 3,36% 4.6¢ 301,63¢ 3,75¢ 4.9¢
3,193,96 46,56( 5.8¢ 3,248,66: 48,69( 6.0C
706,57¢ 7,01z 3.97 743,63’ 7,85¢ 4.22
116,75’ 82t 2.8¢ 55,80 45¢E 3.2¢€
823,33: 7,83¢ 3.81 799,44« 8,30¢ 4.1€
44 ,96¢ 17 0.1¢F 57,93¢ 27 0.1¢
4,062,26! 54,41°* 5.3€ 4,106,04. 57,02¢ 5.5€
235,05¢ 214,93:
$4,297,32! $4,320,97.
$ 339,05¢ 22¢ 0.27 $ 376,74t 57¢E 0.61
980,77 1,65( 0.67 831,02¢ 1,774 0.8t
195,10: 164 0.34 363,61+ 45¢ 0.5C
1,494,15. 8,851 2.37 1,514,48! 9,51¢ 2.51
3,009,09! 10,89¢ 1.4¢ 3,085,86: 12,32: 1.6C
38,23¢ 11 0.12 35,96¢ 12 0.1¢
3,047,32 10,91( 1.45 3,121,833 12,33¢ 1.5¢
683,91° 6,16( 3.6( 684,03: 7,531 4.41
3,731,24! 17,07( 1.8¢ 3,805,86- 19,87: 2.0¢
114,48 99,11
32,10¢ 26,54¢
3,877,84. 3,931,52.
419,48 389,45:
$4,297,32! $4,320,97.
37,34¢ 3.5%% 37,15¢ 3.47™%
$ 331,02: 3.6¢§ % $ 300,17¢ 3.6z %
1.06X 1.0eX

Ratio of interes-earning assets to inter-bearing liabilities

() Loan interest income includes loan fee income ¢Wwhincludes net amortization of deferred fees aosts; late charges, and prepayr
penalties) of approximately $0.7 million and $0.®ion for the three months ended March 31, 201@ 2011, respectivel
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LOANS

The following table sets forth the Company’s loaigioations (including the net effect of refinang)rand the changes in the Companpobrtfolio o
loans, including purchases, sales and principalagéahs for the periods indicated.

For the three months ended March
(In thousands 2012 2011

Mortgage Loans

At beginning of perioc $ 2,939,01. $ 2,966,89!
Mortgage loans originate:
Multi-family residentia 61,90: 46,01¢
Commercial real esta 3,42¢ 1,41¢
Oneto-four family — mixec-use propert 5,11¢ 4,81¢
Oneto-four family — residential 5,80t 3,35¢
Cc-operative apartmen - -
Construction - 1,00¢
Total mortgage loans originat 76,24 56,61¢
Less:
Principal and other reductio 86,85¢ 67,32
Sales 8,842 3,01¢
At end of period $ 2,91955 $ 2,953,16!

Commercial Business and Other Loan:

At beginning of perioc $ 274,98. $ 292,93t
Other loans originatet
Small Business Administratic 26€ 2,32¢
Taxi medallior 8 11,26¢
Commercial busine: 37,93¢ 15,79¢
Other 70C 49¢
Total other loans originated 38,91( 29,88¢
Other loans purchase
Taxi medallion 3,45¢ 12,55¢
Total other loans purchas 3,45¢ 12,55¢
Less:
Principal and other reductio 22,40: 30,57:
Sales 214 14C
At end of perioc $ 294,73(  $ 304,66¢
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TROUBLED DEBT RESTRUCUTURED AND NON -PERFORMING ASSETS

Management continues to adhere to the Savings Bartkiservative underwriting standards. The majmftyhe Savings Bank’s noperforming
loans are collateralized by residential income poiay properties that are occupied, thereby ratgimiore of their value and reducing the pote
loss. The Savings Bank takes a proactipproach to managing delinquent loans, includingdoeting site examinations and encouraging borrs
to meet with a Savings Bank representative. Thén§awBank has been developing sherm payment plans that enable certain borrowetsitg
their loans current. The Savings Bank reviews @énduencies on a loan by loan basis and continwedplores ways to help borrowers meet |
obligations and return them back to current stafistimes, the Savings Bank may restructure a lmaenable a borrower to continue mal
payments when it is deemed to be in the best terg-interest of the Savings Bank. This restructnag include making concessions to the borr
that the Savings Bank would not make in the noramairse of business, such as reducing the inteaéstuntil the next reset date, extending
amortization period thereby lowering the monthlympants, or changing the loan to interest only paymhéor a limited time period. At times, cert
problem loans have been restructured by combiniagerthan one of these options. The Savings Barikugs that restructuring these loans in
manner will allow certain borrowers to become agmhain current on their loans. The Savings Banksiflas these loans as TDR. Loans which |
been current for six consecutive months at the timeg are restructured as TDR remain on accrutdstdoans which were delinquent at the 1
they are restructured as a TDR are placed onaconial status until they have made timely paymémsix consecutive months. Loans that
restructured as TDR but are not performing in adance with the restructured terms are excluded tfwmTDR table below, as they are place
non-accrual status and reported as non-perfornoiaigs.

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

March 31, December 3:

(In thousands 2012 2011
Accrual Status:
Multi-family residentia $ 2,35 $ 9,41z
Commercial real esta 2,40¢ 2,41¢
One-to-four family - mixec-use property 1,084 79t
Constructior 5,00¢ 5,58¢
Commercial business and ott 2,00( 2,00(
Total 12,85: 20,20¢
Non-accrual status:
Commercial real esta 1,38¢ -
One-to-four family - mixed-use property 17C -
Total 1,55¢ -
Total performing troubled debt restructured $ 1441C $ 20,20«

During the three months ended March 31, 2012, threki-family loans totaling $6.9 million, which were penfning TDR at December 31, 20
were reclassified to noaecrual status as they were no longer performiragaordance with their modified terms. In additihimee loans totaling $1
million were restructured as TDR during the threenths ended March 31, 2012.

Interest income on loans is recognized on the atdrasis. The accrual of income on loans is disnoatl when certain factors, such as contra
delinquency of 90 days or more, indicate reasondblit as to the timely collectability of such in@®. Additionally, uncollected interest previot
recognized on non-accrual loans is reversed frasrast income at the time the loan is placed onawmnual status.Loans in default 90 days
more, as to their maturity date but not their payteecontinue to accrue interest as long as thewer continues to remit monthly payments.
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The following table shows non-performing assethatperiods indicated:

March 31, December 3:

(In thousands 2012 2011
Loans 90 days or more past due and still accruing
Multi-family residentia $ -8 6,28
Commercial real esta - 92
Construction loans 10€ -
Total 10¢ 6,37¢
Non-accrual loans:
Multi -family residentia 25,98¢ 19,94¢
Commercial real esta 24,87t 19,89¢
One-to-four family - mixec-use property 23,47" 28,42¢
One-to-four family - residentia 12,337 12,76¢
Cc-operative apartmen 11C 152
Construction loan 11,94« 14,72:
Small Business Administratic 592 492
Commercial business and other 20,47¢ 14,66(
Total 119,79 111,06:
Total non-performing loans 119,90¢ 117,44:
Other non-performing assets:
Real estate acquired through foreclos 3,60¢ 3,17¢
Investment securitie 3,03t 2,562
Total 6,63¢ 5,741
Total non-performing assets $ 126,54' $ 123,18

Included in noraccrual loans were nine loans totaling $23.2 mmllamd seven loans totaling $17.5 million which wezstructured as TDR whi
were not performing in accordance with their restiiced terms at March 31, 2012 and December 311,2@%pectively.

The Savings Bank’s noperforming assets totaled $126.5 million at Maréh2012, an increase of $3.4 million from $123.3iom at December 3
2011. Total norperforming assets as a percentage of total assees 2490% at March 31, 2012 compared to 2.87% aember 31, 2011. The ra
of allowance for loan losses to total non-perfomgriimans was 26% at March 31, 2012 and Decembez(81,.

The Savings Bank’s noperforming loans totaled $119.9 million at March 3012, an increase of $2.5 million from $117.4lionl at December 3
2011. During the three months ended March 31, 2@¥2loans totaling $29.2 million (net of $0.7 nali in charge-offs) were added to non-
performing loans, 19 loans totaling $12.0 millioere returned to performing status, six loans toga$1.6 million were paid in full, 16 loans totaj
$7.0 million were sold, three loans totaling $1.d@lion were transferred to other real estate owrsed] chargeffs of $4.7 million were recorded
non-performing loans that were non-performing athieginning of the first quarter of 2012.

Non-performing investment securities include two podtedt preferred securities for which we are neereing payments. At March 31, 2012, th
investment securities had a combined amortizedarmimarket value of $8.3 million and $3.0 millioespectively.
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The following table shows our delinquent loans tratless than 90 days past due still accruingesteand considered performing at the periods
indicated:

March 31, 201 December 31, 201
60 - 89 30 -59 60 - 89 30-59
days days days days
(In thousands
Multi-family residentia $ 365¢ $ 26467 $ 6,341 $ 20,08
Commercial real esta 1,44¢ 10,24: 1,797 10,71
One-to-four family - mixec-use property 5,53¢ 14,85¢ 3,027 20,48(

One-to-four family - residentia 1,48¢ 4,47¢ 1,76¢ 4,69¢
Co-operative apartmen - -

- - 5,06¢

Construction loan -

Small Business Administratic 227 15 - 16

Taxi medallion - - 71

Commercial business and other 85 2,77( 96¢€ 1,05¢
Total delinquent loar $ 1244. $ 58,827 $ 1390( $ 62,18:

CRITICIZED AND CLASSIFIED ASSETS

Our policy is to review our assets, focusing pritgaon the loan portfolio, other real estate owrsadl the investment portfolios, to ensure tha
credit quality is maintained at the highest levaléhen weaknesses are identified, immediate adtidaken to correct the problem through di
contact with the borrower or issuer. We then morti@se assets and, in accordance with our polidycarrrent regulatory guidelines, we desig
them as “Special Mention,” which is considered aiti€ized Asset,” and “Substandard,” “Doubtful,” 6koss,” which are consideredClassifiec
Assets,” as deemed necessary. We designate ah assstubstandard when a weéfined weakness is identified that jeopardizes dhderly
liquidation of the debt. We designate an asset@ashBul when it displays the inherent weakness 8tiastandard asset with the added provisior
collection of the debt in full, on the basis of gtiig facts, is highly improbable. We designatesset as Loss if it is deemed the debtor is indapd
repayment. Loans that are designated as Loss heged to the Allowance for Loan Losses. Asse&t Hre noraccrual are designated
Substandard, Doubtful or Loss. We designate art assBpecial Mention if the asset does not wamasignation within one of the other catego
but does contain a potential weakness that deselwssr attention. Our total Criticized and Classifassets were $290.8 million at March 31, 20
decrease of $14.3 million from $305.1 million atd@mber 31, 2011.
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The following table sets forth the Banks’ assetsigieated as Criticized and Classified at March281,2:

(In thousands Special Mentio Substandar  Doubtful Loss Total
Loans:
Multi-family residentia $ 1459 $ 36,36¢ $ - 9 - $ 50,96
Commercial real esta 11,99¢ 39,47: - - 51,47:
One-to-four family - mixec-use property 15,727 30,19¢ - - 45,92:
One-to-four family - residentia 3,49¢ 14,87 - - 18,37:
Cc-operative apartmen 20z 111 - - 313
Construction loan 2,462 25,31: - - 27,77
Small Business Administratic 75¢ 294 25C - 1,302
Commercial business and other 5,317 29,73t 1,16¢ - 36,22!
Total loans 54,55 176,36" 1,41¢ - 232,33}

Investment Securities: ¥

Pooled trust preferred securiti - 15,62: - - 15,62:
Private issue CMO - 39,23t - - 39,23
Total investment securitie - 54,857 - - 54,857
Other Real Estate Owned - 3,60¢ - - 3,60¢
Total $ 54,55, $ 234,82t $ 1,41¢ $ - $ 290,79

The following table sets forth the Banks’ assetsigieated as Criticized and Classified at DecembhefG11.:

(In thousands Special Mentio Substandar  Doubtful Loss Total
Loans:
Multi-family residentia $ 17,13t $ 41,39 $ - 9 - $ 58,52¢
Commercial real esta 12,26¢ 41,247 - - 53,51:
One-to-four family - mixec-use property 17,39: 33,83 - - 51,22¢
One-to-four family - residentia 3,127 14,34 - - 17,47(
Co-operative apartmen 20¢ 155 - - 35€
Construction loan 2,57( 28,55¢ - - 31,12¢
Small Business Administratic 66€ 25€ 214 - 1,13¢
Commercial business and otl 13,58¢ 17,61 1,16¢ - 32,367
Total loans 66,94: 177,39: 1,38: - 245,71

Investment Securities: ¥

Pooled trust preferred securiti - 15,34« - - 15,34«
Private issue CM( - 40,90 - - 40,90¢
Total investment securities - 56,24¢ - - 56,24¢
Other Real Estate Ownt - 3,17¢ - - 3,17¢
Total $ 66,94 $ 236,81 $ 1,38 $ - $ 305,14

(1) Our investment securities are classified eusties available for sale and as such are chaigheir fair value in our Consolidated Finar
Statements. The securities above had a fair vdl$d27 million and $41.1 million at March 31, 2048d December 31, 2011, respectively. U
current applicable regulatory guidelines, we aired to disclose the classified investment séiestias shown in the tables above, at their
values (amortized cost, or fair value for secusitieat are under the fair value option). Additibnathe requirement is only for the Banks&curities
Flushing Financial Corporation had two private esswst preferred securities classified as Substahdith a combined market value of $0.8 mil
at March 31, 2012 and December 31, 2011.
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On a quarterly basis, all collateral dependantddhat are designated as Special Mention, Substhod@®oubtful are internally reviewed for
impairment, based on updated cash flows for incproducing properties or updated independent apgdsais he loan balances of collateral
dependant impaired loans are then compared t@émes lupdated fair value. The balance which excie@dgalue is generally charged-off to the
allowance for loan losses.

We designate investment securities as Substandaed thhe investment grade rating by one or moréefating agencies is below investment gt
We have designated a total of 20 investment séesitihat are held at the Savings Bank as Substhmrddiarch 31, 2012. Our classified investn
securities at March 31, 2012 held by the SavingskBaclude 16 private issue CMOs rated below inwestt grade by one or more of the ra
agencies, three issues of pooled trust preferrearisies and one private issue trust preferred dgcdhe Investment Securities which are clasd
as Substandard at March 31, 2012 are securitigswibee rated investment grade when we purchaseu.tfithese securities have each t
subsequently downgraded by at least one ratingcggtn below investment grade. Through March 31,20Wo of the pooled trust preferi
securities and eight private issue CMOs are noingagrincipal and interest as scheduled. We tesh e these securities quarterly for impairm
through an 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 inher
our overall loan portfolio. The allowance is estsitéd through a provision for loan losses basethanagemens evaluation of the risk inherent
the various components of the loan portfolio arfiepfactors, including historical loan loss expecie (which is updated quarterly), changes ir
composition and volume of the portfolio, collectipolicies and experience, trends in the volume af-accrual and classified loans and local
national economic conditions. The determinatiorthef amount of the allowance for loan losses induelgimates that are susceptible to signif
changes due to changes in appraisal values ot@allanational and local economic conditions atittofactors. We incurred total net chaafés of
$5.7 million and $5.3 million during the three miositended March 31, 2012 and 2011, respectively. nt®nal and regional economies w
generally considered to be in a recession from Bées 2007 through the middle of 2009. This hasltedun increased unemployment and decli
property values, although the property value deslim the New York City metropolitan area have beén as great as many other areas ¢
country. While the national and regional econonhiage shown signs of improvement since the secolicdha009, unemployment has remaine
elevated levels. The deterioration in the econoag/fiesulted in an elevated level of mmrforming loans, which totaled $119.9 million aaidh 31
2012 and $112.1 million at December 31, 2011. Taer®s Bank’s underwriting standards generally nega loan-tovalue ratio of no more th
75% at the time the loan is originated. At March 2Q12, the average outstanding principal balarficaip nonperforming loans was 62.6% of -
estimated current value of the supporting colldtextier considering the chargdfs that have been recorded. A provision for Id@sses of $6.
million and $5.0 million was recorded for three rtfenended March 31, 2012 and 2011, respectively.

We review our loan portfolio by separate categoviéth similar risk and collateral characteristiesg., multifamily residential, commercial re
estate, one-to-four family mixed-use property, tméour family residential, c@perative apartment, construction, SBA, commergiainess, ta
medallion and consumer loans. Impaired loans ageegated and reviewed separately. All rmamerual loans and TDRs are considered imp:
Impaired loans secured by real estate are revidasdd on the fair value of their collateral. Inmection with the determination of the allowance
market value of collateral ordinarily is evaluateg our staff appraiser. On a quarterly basis, t$t@rated values of impaired mortgage loans
internally reviewed based on updated cash flowsrfoome producing properties and, at times, an tgudandependent appraisal is obtained.
loan balances of collateral dependent impaireddcane then compared to the loans updated fair vdlhe balance which exceeds fair valu
generally chargedif. We do not allocate additional reserves to toaich have been written down to their fair valéhen evaluating a loan 1
impairment, we do not rely on guarantees and theuaitnof impairment, if any, is based on the faitueaof the collateral. We do not carry loans
value in excess of the fair value due to a guaeafriem the borrower. Impaired mortgage loans thatewwritten down resulted from quarte
reviews or updated appraisals that indicated tbpgties’estimated value had declined from when the loanaviggnated. Loans classified as T
which are performing in accordance with their madifterms are evaluated based on the projectedudised cash flow of the restructured loan a
loans effective interest rate prior to restructgrild portion of the allowance for loan losses ib@ted in the amount by which the recol
investment in the TDR exceeds the discounted clst. f~or noneollateralized impaired loans, management estimaiss recoveries that ¢
anticipated for each loan. A portion of the allowaiis allocated to nooellateralized loans based on these estimatesdBasthe review of impaire
loans, which includes loans classified as TDR, igo of the allowance
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was allocated to impaired loans in the amount d® $illion and $4.2 million at March 31, 2012 andd@mber 31, 2011, respectively.

General provisions are established against perfgii@ans in our portfolio in amounts deemed prudgmtnanagement. A portion of the allowanc
allocated to the remaining portfolio based on histd loss experience. The historical loss perisedifor this allocation was three years. In addjté
portion of the allowance is allocated based onenireconomic conditions, trends in delinquency eladsified loans and concentrations in the
portfolio. Based on these reviews, management aded the general portion of the allowasteuld be $29.6 million and $26.1 million at Ma&h
2012 and December 31, 2011, respectively, resuiting total allowance of $30.6 million and $30.3limn at March 31, 2012 and December
2011, respectively. The Board of Directors reviamsl approves the adequacy of the allowance for llmsses on a quarterly basis. Managemer
concluded and the Board of Directors has concurtteat, at March 31, 2012, the allowance was sufficit® absorb losses inherent in our |

portfolio.

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

For the three months ended March

(Dollars in thousands 2012 2011
Balance at beginning of peri $ 30,34  $ 27,69¢
Provision for loan losse 6,00( 5,00(
Loans charge-off:
Multi-family residentia (1,067 (918)
Commercial real esta (1,780 (2,950
Oneto-four family — mixec-use propert (1,46¢) (21€)
Oneto-four family — residential (82€) (2,472
Cc-operative apartmen (42 -
Constructior (2349 -
Small Business Administratic (119 (327)
Commercial business and other (495 (43%)
Total loans charged-off (6,019 (5,320
Recoveries
Multi-family residentia 57 1
Commercial real esta 70 -
Oneto-four family — mixec-use propert 56 43
Oneto-four family — residential 1 -
Small Business Administratic 9 4
Commercial business and other 10C 3
Total recoveries 293 51
Net charg-offs (5,726 (5,269
Balance at end of peric $ 30,61¢ $ 27,43(
Ratio of net charc-offs during the period to average loans outstandinming the perios 0.72% 0.65%
Ratio of allowance for loan losses to gross lodrend of perioc 0.95% 0.84%
Ratio of allowance for loan losses to -performing assets at end of per 24.2(% 22.35%
Ratio of allowance for loan losses to -performing loans at end of perir 25.5% 23.6(%
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSUR ES ABOUT MARKET RISK

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

I TEM4. CONTROLS AND PROCEDURES

The Company carried out, under the supervisionveitid the participation of the Comparsymanagement, including its Chief Executive Offiaat
Chief Financial Officer, an evaluation of the effeeness of the design and operation of the Conmgadligclosure controls and procedures (as de
in Rule 13a15(e) under the Securities Exchange Act of 1934pfathe end of the period covered by this Quartéport. Based upon ti
evaluation, the Chief Executive Officer and Chiefdnacial Officer concluded that, as of March 31120the design and operation of these disclc
controls and procedures were effective. Duringpbgod covered by this Quarterly Report, thereehbgen no changes in the Companiyiterna
control over financial reporting that have matdyiaffected, or are reasonably likely to materiadiffect, the Compang’ internal control ov
financial reporting.
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ITEM 1. LEGAL PROCEEDINGS

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

ITEM 1A. RISK FACTORS

There have been no material changes from the aishrfs disclosed in the Company’s Annual Repoifform 10-K for the year ended December 31,
2011.

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

The following table sets forth information regamlithe shares of common stock repurchased by thep@wynduring the three months ended M
31, 2012:

Maximum

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

Period Purchase Paid per Sha  or Program: or Program:
January 1 to January 31, 2C -$ = - 737,96:
February 1 to February 29, 20 - - - 737,96:
March 1 to March 31, 2012 97,20( 13.1¢ 97,20( 640,76:

Total 97,200 $ 13.1¢ 97,20(

On September 28, 2011, the Company announced theraation by the Board of Directors of a new coomrstock repurchase program wt
authorizes the purchase of up to 1,000,000 shdrdedCompanys common stock. During the three months ended iMaig 2012, the Compa
repurchased 97,200 shares of the Commaogimmon stock at an average cost of $13.19 pee.std March 31, 2012, 640,762 shares remain
repurchased under the current stock repurchasegmog Stock will be purchased under the currémtksrepurchase program from time to time
the open market or through private transactiongestilto market conditions. There is no expiration nsaximum dollar amount under t
authorization.

| TEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM4. MINE SAFETY DISCLOSURES

Not applicable.

ITEM 5. OTHER INFORMATION

None.
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| TEM 6. EXHIBITS

Exhibit No. Description

3.1
3.2
3.3
3.4
3.5
3.6
4.1

311
31.2
32.1

32.2

Certificate of Incorporation of Flushing Financ@brporation (1

Certificate of Amendment to Certificate of Incorption of Flushing Financial Corporation

Certificate of Amendment to Certificate of Incorption of Flushing Financial Corporation

Certificate of Designations of Series A Junior Rgating Preferred Stock of Flushing Financial @ation (4)

Certificate of Increase of Shares Designated ag$SArJunior Participating Preferred Stock of FinghFinancial Corporation (2
By-Laws of Flushing Financial Corporation (

Rights Agreement, dated as of September 8, 20@&¢eke Flushing Financial Corporation and Compugaesirust Company N.A., i
Rights Agent (5

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

Certification pursuant to Section 302 of the Sads-Oxley Act of 2002 by the Chief Financial Officeil€td herewith)

Certification Pursuant to 18 U.S.C. SecfiBB0, as adopted pursuant to Section 906 of tHea8as Oxley Act of 2002 by the Chief
Executive Officer (filed herewitt

Certification Pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarbaxley @ct of 2002 by the Chie
Financial Officer (filed herwith

101.INS XBRL Instance Document (furnished herewi

101.SCH XBRL Taxonomy Extension Schema Document (furnisheickwith)

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutngurnished herewitt
101.DEF XBRL Taxonomy Extension Definition Linkbase Documéiurnished herewith
101.LAB XBRL Taxonomy Extension Label Linkbase Documentr{fshed herewith
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doentffurnished herewitt

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

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

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

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

(6) Incorporated by reference to Exhibit filed wikbrm 1(-K filed March 15, 2012
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Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdéport to be signed on its behalf by the
undersigned thereunto duly authorized.

Flushing Financial Corporatio

Dated:May 10, 2012 By: /s/John R. Bura

John R. Burai
President and Chief Executive Offic

Dated:May 10, 201z By: /s/David W. Fry
David W. Fry

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

3.1
3.2
3.3
3.4
3.5
3.6
4.1

311
31.2
321

32.2

Certificate of Incorporation of Flushing Financ@brporation (1

Certificate of Amendment to Certificate of Incorption of Flushing Financial Corporation

Certificate of Amendment to Certificate of Incorption of Flushing Financial Corporation

Certificate of Designations of Series A Junior R#rating Preferred Stock of Flushing Financial @aation (4)

Certificate of Increase of Shares Designated ag$SArJunior Participating Preferred Stock of FinghFinancial Corporation (2
By-Laws of Flushing Financial Corporation (

Rights Agreement, dated as of Septembed@3,between Flushing Financial Corporation and @utershare Trust Company N.A., as
Rights Agent (5

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

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

Certification Pursuant to 18 U.S.C. SecfiBB0, as adopted pursuant to Section 906 of tHeaBas Oxley Act of 2002 by the Chief
Executive Officer (filed herewitt

Certification Pursuant to 18 U.S.C. SecfiBB0, as adopted pursuant to Section 906 of tHea8as Oxley Act of 2002 by the Chief
Financial Officer (filed herwith

101.INS XBRL Instance Document (furnished herewi

101.SCH XBRL Taxonomy Extension Schema Document (furnisheickwith)

101.CAL XBRL Taxonomy Extension Calculation Linkbase Documtn@urnished herewitt
101.DEF XBRL Taxonomy Extension Definition Linkbase Documéiurnished herewith
101.LAB XBRL Taxonomy Extension Label Linkbase Documentrffshed herewith
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doennffurnished herewitt

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

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

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

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

(6) Incorporated by reference to Exhibit filed wikbrm 1(-K filed March 15, 2012
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CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, John R. Buran, certify that:

1. I have reviewed this quarterly report on FormQ@6f Flushing Financial Corporation;
2. Based on my knowledge, this report does notadoriny untrue statement of a material fact or aongitate a material fact necessary to n
the statements made, in light of the circumstanoeter which such statements were made, not misigadih respect to the period coverec
this report;
3. Based on my knowledge, the financial statememt3,other financial information included in théport, fairly present in all material respe
the financial condition, results of operations aadh flows of the registrant as of, and for, thegaks presented in this report;
4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:
a) designed such disclosure controls and procedoresused such disclosure controls and procedotes designed under our supervision,
to ensure that material information relating to tégistrant, including its consolidated subsidisrie made known to us by others within
those entities, particularly during the period ihieh this report is being prepared;
b) designed such internal control over financigbréing, or caused such internal control over foahreporting to be designed under our
supervision, to provide reasonable assurance rieggitte reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;
c) evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and ptages, as of the end of the period covered byrdsrt based on such evaluation; and
d) disclosed in this report any change in the tesyi$'s internal control over financial reportirfiat occurred during the registrant’s most
recent fiscal quarter (the registranfourth fiscal quarter in the case of an annyabr® that has materially affected, or is reasondikély to
materially affect, the registrant’s internal comhweer financial reporting; and
5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial reporting,
to the registrant’s auditors and the audit commitiEthe registrant’s board of directors (or pessperforming the equivalent functions):
a) all significant deficiencies and material weadses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registgaability to record, process, summarize and refioancial information; and
b) any fraud, whether or not material, that invelweanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting.

Date:May 10, 2012
By : /s/John R. Buran

John R. Buran
President and Chief Executive Officer
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CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, David W. Fry, certify that:

1. I have reviewed this quarterly report on FormQ@6f Flushing Financial Corporation;
2. Based on my knowledge, this report does notadoriny untrue statement of a material fact or aongitate a material fact necessary to n
the statements made, in light of the circumstanoeter which such statements were made, not misigadih respect to the period coverec
this report;
3. Based on my knowledge, the financial statememt3,other financial information included in théport, fairly present in all material respe
the financial condition, results of operations aadh flows of the registrant as of, and for, thegaks presented in this report;
4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:
a) designed such disclosure controls and procedoresused such disclosure controls and procedotes designed under our supervision,
to ensure that material information relating to tégistrant, including its consolidated subsidisrie made known to us by others within
those entities, particularly during the period ihieh this report is being prepared;
b) designed such internal control over financigbréing, or caused such internal control over foahreporting to be designed under our
supervision, to provide reasonable assurance rieggitte reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;
c) evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and ptages, as of the end of the period covered byrdsrt based on such evaluation; and
d) disclosed in this report any change in the tesyi$'s internal control over financial reportirfiat occurred during the registrant’s most
recent fiscal quarter (the registranfourth fiscal quarter in the case of an annyabr® that has materially affected, or is reasondikély to
materially affect, the registrant’s internal comhweer financial reporting; and
5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial reporting,
to the registrant’s auditors and the audit commitiEthe registrant’s board of directors (or pessperforming the equivalent functions):
a) all significant deficiencies and material weadses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registgaability to record, process, summarize and refioancial information; and
b) any fraud, whether or not material, that invelweanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting.

Date:May 10, 2012

B y: /s/David W. Fry
David W. Fry

Executive Vice President, Treasurer and
Chief Financial Officer
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Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Flushiigancial Corporation (the “Corporation”) on Foli®-Q for the period ended March 31,
2012 as filed with the Securities and Exchange Cimsion on the date hereof (the “Report”), I, JohBRran, Chief Executive Officer of the
Corporation, certify, pursuant to 18 U.S.C. Secti@80, as adopted pursuant to Section 906 of tHeaSas-Oxley Act of 2002, that to my
knowledge:

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

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

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

Chief Executive Officer
May 10, 2012
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CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Flushiigancial Corporation (the “Corporation”) on Fol®-Q for the period ended March 31,
2012 as filed with the Securities and Exchange Cimsion on the date hereof (the “Report”), |, Dawd Fry, Chief Financial Officer of the
Corporation, certify, pursuant to 18 U.S.C. Secti@80, as adopted pursuant to Section 906 of tHeaSas-Oxley Act of 2002, that to my
knowledge:

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

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

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

Chief Financial Officer
May 10, 201z



