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PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Financial Condition

(Unaudited)
Item 1. Financial Statements
September 3 December 3.
(Dollars in thousands, except per share data) 2012 2011
ASSETS
Cash and due from ban $ 36,09¢ $ 55,72:
Securities available for sal
Mortgage-backed securities ($28,365 and $37,787 at fairevplursuant tthe fair value option at September 30, 2012
December 31, 2011, respective 728,53 747,28t
Other securities ($29,226 and $30,942 at fair vplusuant to the fair value option at Septembe28@2 and December 31,

2011 respectively 232,95¢ 65,24
Loans held for sal 8,78( -
Loans:

Multi-family residentia 1,482,76! 1,391,22
Commercial real esta 527,33 580,78:
One-to-four family — mixec-use propert 653,15: 693,93.
One-to-four family — residentia 202,29: 220,43:
Cc-operative apartmen 6,63 5,50¢
Constructior 16,31¢ 47,14(
Small Business Administratic 10,76« 14,03¢
Taxi medallion 13,10: 54,32¢
Commercial business and ott 260,99t 206,61+
Net unamortized premiums and unearned loan 13,28t¢ 14,88¢
Allowance for loan losses (30,68Y) (30,349
Net loans 3,155,96. 3,198,53
Interest and dividends receival 18,23t 17,96¢
Bank premises and equipment, 22,89¢ 24,41°
Federal Home Loan Bank of New York stc 35,00: 30,24¢
Bank owned life insuranc 85,54 83,45
Goodwill 16,12} 16,127
Core deposit intangibl 58€ 937
Other assets 39,73( 48,01¢
Total assets $ 4,380,451 $ 4,287,94
LIABILITIES
Due to depositors
Nor-interest bearin $ 148,83¢ $ 118,50
Interes-bearing:
Certificate of deposit accour 1,482,25! 1,529,11
Savings account 297,22: 349,63(
Money market accoun 158,85 200,18:
NOW accounts 986,99t 919,02¢
Total interes-bearing deposit 2,925,33; 2,997,95.
Mortgagors' escrow depos 35,86¢ 29,78¢
Borrowed funds ($23,709 and $26,311 at fair valuespant to the favalue option at September 30, 2012 and Decembe2(31L,

respectively’ 599,60t 499,83¢
Securities sold under agreements to repurc 185,30( 185,30(
Other liabilities 44,11 39,65«

Total liabilities 3,939,05; 3,871,03
STOCKHOLDERS' EQUITY
Preferred stock ($0.01 par value; 5,000,000 stertrized; None issue - -
Common stock ($0.01 par value; 100,000,000 shatd®azed; 31,530,595 shares issued at Septemb@03@ and December 3.

2011; 30,904,13shares and 30,904,177 shares outstanding at Segt8M2012 anDecember 31, 2011, respective 31t 31t
Additional paic-in capital 198,32¢ 195,62¢
Treasury stock, at average cost (626,465 share626)d18 shares September 30, 2012 and December 31, 2011, resplgg! (7,799 (7,35%)
Retained earning 236,62: 223,51(
Accumulated other comprehensive income, net ofstaxe 13,927 4,81

Total stockholders' equity 441,39¢ 416,91:
Total liabilities and stockholders' equity $ 4,380,445 $ 4,287,94

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

FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Income

(Unaudited)

For the three months
ended September 2

For the nine months
ended September 3I

(Dollars in thousands, except per share data) 2012 2011 2012 2011
Interest and dividend income
Interest and fees on loa $ 44857 $ 47,767 $ 13754( $ 144,57
Interest and dividends on securiti
Interest 8,12( 8,32¢ 23,79¢ 24,58
Dividends 191 202 603 60¢€
Other interest incom 25 35 5¢ 89
Total interest and dividend income 53,19: 56,32¢ 161,99: 169,85¢
Interest expense
Deposits 10,097 12,26¢ 31,23: 36,95«
Other interest expense 5,512 6,962 17,54¢ 21,84¢
Total interest expense 15,61( 19,22¢ 48,77 58,80:
Net interest income 37,58: 37,10: 113,21! 111,05:
Provision for loan losse 5,00( 5,00( 16,00( 15,00(
Net interest income after provision for loan losse 32,58 32,10: 97,21¢ 96,05!
Non-interest income
Other-thar-temporary impairment ("OTTI") charg - (4,81¢) (4,102 (8,999
Less: Non-credit portion of OTTI charge recorde®iher Comprehensive Income, before taxe - 4,16¢ 3,32¢ 7,421
Net OTTI charge recognized in earnir - (652) (77€) (1,57¢)
Loan fee incom: 731 53¢ 1,831 481
Banking services fee incon 411 43C 1,27¢ 1,27¢
Net gain on sale of loat 52 498 91 498
Net gain from sale of securiti 96 - 96 -
Net gain (loss) from fair value adjustme 82t 2,08t (285) 1,26t
Federal Home Loan Bank of New York stock divide 39C 33¢ 1,11: 1,18(C
Bank owned life insuranc 702 70E 2,08¢ 2,067
Other income 30E 35¢ 96€ 1,10¢
Total nor-interest incom 3,51: 4,29t 6,49¢ 7,301
Non-interest expense
Salaries and employee bene 10,72t 9,71¢ 32,22: 29,42«
Occupancy and equipme 2,01¢ 1,971 5,867 5,71z
Professional service 1,54¢ 1,697 4,821 4,93:
FDIC deposit insuranc 1,06¢ 1,03( 3,16¢ 3,40¢
Data processin 1,01¢ 1,13¢ 3,04: 3,32
Depreciation and amortizatic 81C 79z 2,42¢ 2,331
Other real estate owned/foreclosure expt 887 77C 2,19¢ 1,63¢
Other operating expens 2,67¢ 2,37¢ 8,77: 7,592
Total non-interest expense 20,74: 19,49( 62,51¢ 58,37(
Income before income taxe 15,35: 16,90¢ 41,19¢ 44,98
Provision for income taxes
Federa 4 ,54¢ 5,09¢ 12,40: 13,57¢
State and local 1,44¢ 1,657 3,662 4,23(
Total taxes 5,98¢ 6,75¢ 16,06¢ 17,80¢
Net income $ 9,365 $ 10,15¢ $ 2513. $ 27,177
Basic earnings per common sh $ 031 $ 03z $ 08z $ 0.8¢
Diluted earnings per common shi $ 031 $ 03: $ 08z $ 0.8¢
Dividends per common sha $ 0.1z $ 01 $ 03¢ $ 0.3¢

The accompanying notes are an integral part oetheasolidated financial statements.
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PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Comprehensive Income

(Unaudited)
For the three months ended For the nine months ended
September 3( September 3(
(in thousands) 2012 2011 2012 2011
Comprehensive Income
Net income $ 9,36t $ 10,15 $ 2513. $ 27,177
Amortization of actuarial loss¢ 14¢ 77 447 23¢
Amortization of prior service credi (6) (6) (29 (29
OTTI charges included in incon - 367 437 88t
Reclassification adjustment for gains includecdhicome (59) - (59) -
Unrealized gains (losses) on securities, net 5,03¢ 10,69¢ 8,30 11,13;
Comprehensive income $ 14,48¢ $ 21,28 $ 34,248 $ 39,41:

The accompanying notes are an integral part okthessolidated financial statements
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PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Cash Flows

(Unaudited)
For the nine months ended
September 3(
(Dollars in thousands) 2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 2513. $ 27,177
Adjustments to reconcile net income to net caskigea byoperating activities
Provision for loan losse 16,00( 15,00(
Depreciation and amortization of bank premisesemdpmen 2,42¢ 2,331
Net gain on sale of loat (92) (499
Net gain on sale of securiti (96) -
Amortization of premium, net of accretion of disco 4,89: 4,167
Net loss (gain) from fair value adjustme 18t (1,26%)
OTTI charge recognized in earnin 77€ 1,67¢
Income from bank owned life insuran (2,08¢) (2,067
Stock-based compensation expel 2,86¢ 2,101
Deferred compensatic (169 39t
Amortization of core deposit intangibl 351 351
Excess tax benefit from stc-based payment arrangeme (11y) (260)
Deferred income tax provisic (600) (335)
Decrease in prepaid FDIC assessn 2,941 3,12t
Increase (decrease) in other liabilit 2,057 (4,92¢)
Decrease in other assets 1,96¢ 757
Net cash provided by operating activities 56,44« 47 ,63¢
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of bank premises and equipr (90€) (2,489
Net (purchase) redemption of Federal Home Loan Bémew York share (4,757%) 77¢
Purchases of securities available for (264,509) (121,571)
Proceeds from sales and call of securities availtdvlsale 6,85¢€ 8,00(
Proceeds from maturities and prepayments of sé@sidtailable for sal 121,21! 103,49!
Net (originations) and repayments of loi (15,48 19,55
Purchases of loar (3,45€) (14,455
Proceeds from sale of real estate ow 1,261 84z
Proceeds from sale of delinquent lo: 30,09: 16,61
Net cash used in investing activities (126,68 10,77:
CASH FLOWS FROM FINANCING ACTIVITIES
Net increase in nc-interest bearing depos 30,33: 14,977
Net decrease in inter-bearing deposit (73,41) (62,329
Net increase in mortgagors' escrow depc 6,07¢ 5,93¢
Net proceeds from sh-term borrowed fund 19,00( -
Proceeds from lor-term borrowings 162,51¢ 245,44°
Repayment of lor-term borrowings (80,000 (245,149
Purchases of treasury stc (2,95%) (4,50¢)
Excess tax benefit from stc-based payment arrangeme 111 26C
Proceeds from issuance of common stock upon ereo€istock option 83€ 2,03¢
Cash dividends paid (11,885 (11,979
Net cash provided by (used in) financing activi 50,61¢ (55,29)
Net decrease in cash and cash equiva (19,629 3,11:
Cash and cash equivalents, beginning of period 55,72 47,78¢
Cash and cash equivalents, end of period $ 36,09¢ $ 50,90:
SUPPLEMENTAL CASH FLOW DISCLOSURE
Interest paic $ 48,368 $ 58,427
Income taxes pai 15,52( 19,33¢
Taxes paid if excess tax benefits were not tax cléula 15,63: 19,59«
Non-cash activities
Securities purchased, not yet seti - 1,00(
Loans transferred to real estate ow 3,541 4,75(
Loans provided for the sale of real estate ow 1,64¢ 1,34¢
Loans held for investment transferred to held &de 8,78( -

The accompanying notes are an integral part oetheasolidated financial statements.
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PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Consolidated Statements of Changes in Stockholder&quity

(Unaudited)
For the nine months ended
September 3(
(Dollars in thousands, except per share data) 2012 2011
Common Stock
Balance, beginning of peric $ 31 $ 31z
Issuance upon exercise of stock options (155,06inwan shares for tknine months ended September 30, 2( - 1
Shares issued upon vesting of restricted stockawveirds (119,600 commons shares for the nine memitsd September 30, 201 - 1
Balance, end of period $ 31t % 31E
Additional Paid-In Capital
Balance, beginning of peric $ 19562¢ $ 189,34¢
Award of common shares released from Employee Behefst (154,543 and 140,298 common shares fonithe months ended
September 30, 2012 and 2011, respectiy 1,44: 1,50¢
Shares issued upon vesting of restricted stockawvetrds (113,272 and 119,800 common shares fanitleemonths ended
September 30, 2012 and 2011, respectiv 317 1,66¢
Issuance upon exercise of stock options (154,543186,061 common shares for the nine months enept®ber 30, 2012 and
2011, respectively 16C 1,82¢
Stocl-based compensation activity, 1 67C 532
Stock-based income tax benefit 111 26C
Balance, end of period $ 198,32¢ $ 195,13
Treasury Stock
Balance, beginning of peric $ (7,359 $ -
Purchases of shares outstanding(181,000 and 362¢05Mon shares for the nine months ended Septe3fhe012 and 2011,
respectively’ (2,449 (4,137
Shares issued upon vesting of restricted stockawveirds (142,222 and 200 common shares for thenmim¢hs ended September
30, 2012 and 2011, respective 1,68¢ 3
Issuance upon exercise of stock options (138,08328r29 common shares for the nine months ende@i@ber 30, 2012 and
2011, respectively 1,66t 324
Purchases of shares to fund options exercisedq{6@bd 3,794 common shares for the nine monthsde®elptember 30, 2012 an
2011, respectively (835) (59)
Repurchase of shares to satisfy tax obligations7@8and 27,441 common shares for the nine momithsdeSeptember 30, 2012
and 2011, respectively) (511) (376€)
Balance, end of period $ (7,799 $ (4,235
Retained Earnings
Balance, beginning of peric $ 22351 $ 204,12¢
Net income 25,13 27,177
Cash dividends declared and paid on common sh&®e39per common share for the nine months endptt®ber 30, 2012 and
2011) (11,88Y) (11,979
Issuance upon exercise of stock options (10,48®8r29 common sharés the nine months ended September 30, 2012 ahtl,
respectively’ (37 (50
Shares issued upon vesting of restricted stockawvetrds (28,950 commcshares for the nine months ended September 30) (97) -
Balance, end of period $ 236,62. $ 219,28.
Accumulated Other Comprehensive Income (Loss
Balance, beginning of peric $ 481: $ (3,749
Change in net unrealized gains on securities ddaifar sale, net of taxes of approximately ($6)401d ($8,707) for the nine
months ended September 30, 2iand 2011, respective 8,30¢ 11,13%
Amortization of actuarial losses, net of taxesgpraximately ($347) and ($183) for the nine morghded September 30, 2012 ¢
2011, respectivel 447 232
Amortization of prior service credits, net of taxd#sapproximately $15 fcnine months ended September 30, 2012 and (29 (29
OTTI charges included in income, net of taxes gfragimately ($339) and ($693) for the nine monthdesl September 30, 2012
and 2011, respective 437 88t
Reclassification adjustment for gains includedeénincome, net of taxes of approximat$42 for the nine months ended Septen
30, 2012 (54) -
Balance, end of period $ 13,927 $ 8,49:
Total Stockholders' Equity $ 44139 $ 418,99:

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

1. Basis of Presentation

The primary business of Flushing Financial Corporafthe “Holding Company”) is the operation of olly-owned subsidiary, Flushing Savings Bank, FSB
“Savings Bank”). The Holding Company and its dirand indirect whollyewned subsidiaries, the Savings Bank, Flushing Ceroia Bank, Flushing Preferr
Funding Corporation, Flushing Service Corporatiand FSB Properties Inc., are collectively hereiferred to as the “CompanyThe unaudited consolidat
financial statements presented in this QuarterlydReon Form 10-Q (“Quarterly Report”) include ttalective results of the Company on a consolidatsls.

The Holding Company also owns Flushing Financigbi@ Trust I, Flushing Financial Capital Trust,lend Flushing Financial Capital Trust IV (the (iBts?),
which are special purpose business trusts. ThesTaus not included in the Compasgonsolidated financial statements as the Companyd not absorb the loss
of the Trusts if losses were to occur.

The accompanying unaudited consolidated finandatements are prepared in accordance with accauptimciples generally accepted in the United Statf
America (“GAAP”) and general practices within the banking industhe information furnished in these interim statetaerflects all adjustments which are, in
opinion of management, necessary for a fair statémiethe results for such presented periods ofdbmpany. Such adjustments are of a normal rexurrature
unless otherwise disclosed in this Quarterly Replitinter-company balances and transactions have been dédiiraconsolidation. The results of operatior
the interim statements are not necessarily indieaif the results that may be expected for theykesdir.

The accompanying unaudited consolidated finant#éments have been prepared in conformity withirteguctions to Quarterly Report on Form QGand Article
10, Rule 10-01 of Regulation X-for interim financial statements. Accordinglyertain information and footnote disclosures norynéticluded in financic
statements prepared in accordance with GAAP haee bendensed or omitted pursuant to the rules egalations of the Securities and Exchange Comnm
(“SEC"). The unaudited consolidated interim finadéhformation should be read in conjunction witle Company’s Annual Report on Form K@er the year ende
December 31, 2011.

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

The preparation of financial statements in confeymiith GAAP requires management to make estimatesassumptions that affect the reported amourassst

and liabilities, and disclosure of contingent assetd liabilities at the date of the financial etaénts, and reported amounts of revenue and expeusieg th

reporting period. Estimates that are particuladgceptible to change in the near term are usedrinection with the determination of the allowancelban losse

the evaluation of goodwill for impairment, the avaion of the need for a valuation allowance of@wenpany’s deferred tax assets and the evaluafiother-than-
temporary impairment (“OTTI"pn securities. The current economic environmentitagased the degree of uncertainty inherentésehmaterial estimates. Act

results could differ from these estimates.

3. Earnings Per Share

Earnings per share is computed in accordance wittodnting Standards Codification (*“ASC”) Topic 2@&®arnings Per Share,” which provides that unvesteate-
based payment awards that contain nonforfeitagletsito dividends or dividend equivalents (whetbeid or unpaid) are participating securities andwh shoul
be included in the calculation of earnings per shdasic earnings per common share is computetiilying net income available to common sharehadsr the
total weighted average number of common sharedamdli®ig, which includes unvested participating séies. The Compang unvested restricted stock :
restricted stock unit awards are considered ppétiig securities. Therefore, weighted average comshares outstanding used for computing basidregpe
common share includes common shares outstandirsgupivested restricted stock and restricted stodkawards. The computation of diluted earnings geare
includes the additional dilutive effect of stocktiops outstanding during the period. Common stegkivalents that are arditutive are not included in tl
computation of diluted earnings per common shahe fumerator for calculating basic and diluted isgis1per common share is net income available toncor
shareholders.




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

(Unaudited)
Earnings per common share has been computed baghd following:
For the three months ended  For the nine months ended
September 3( September 3(
2012 2011 2012 2011
(In thousands, except per share de¢

Net income, as reporte $ 9,36t $ 10,15( $ 2513.  $ 27,17
Divided by:

Weighted average common shares outstar 30,43: 30,67¢ 30,43 30,707

Weighted average common stock equivalents 3C 14 3C 37

Total weighted average common shares outstandihg@mmon stock equivalents 30,46 30,69: 30,46« 30,74+
Basic earnings per common sh $ 031 $ 03: $ 08: $ 0.8¢
Diluted earnings per common share (1) $ 031 % 03: $ 082 % 0.8¢
Dividend payout ratic 41.%% 39.2% 47.(% 43.8%

(1) For the three months ended September 30, 201nsptdb purchase 557,140 shares at an average sexgmice of $17.62 were not included in
computation of diluted earnings per common shareesihey were antiilutive. For the three months ended Septembg2@01, options to purchase 869,
shares at an average exercise price of $15.99mwetiacluded in the computation of diluted earnipgs common share since they were-dilutive.

(2) For the nine months ended September 30, 2012 nspiiopurchase 557,140 shares at an average expritis of $17.62 were not included in the compao
of diluted earnings per common share since theg waatidilutive. For the nine months ended Septembel80], options to purchase 721,240 shares
average exercise price of $16.71 were not includeke computation of diluted earnings per commuars since they were a-dilutive.

4. Debt and Equity Securities

The Companys investments are classified in one of the follgninree categories and accounted for according)ytréding securities, (2) securities availablesaie
and (3) securities held-to-maturity.

The Company did not hold any trading securitiessecurities held-tonaturity during the three and nine month perioddeenSeptember 30, 2012 and 2
Securities available for sale are recorded atvalire.

The following table summarizes the Company’s pdidfof securities available for sale at Septemligr2912:

Gross Gross
Amortized Unrealized Unrealized

Cost Fair Value Gains Losses

(In thousands

U.S. government agenci $ 3157¢ $ 31,79¢ $ 221 % =
Corporate 83,11 86,72¢ 3,60¢ -
Municipals 73,59 75,067 1,55¢ 83
Mutual funds 21,85¢ 21,85¢ - -
Other 22,43 17,51: 14 4,93t
Total other securitie 232,57 232,95¢ 5,40( 5,01¢
REMIC and CMC 449,92: 470,91( 25,30: 4,31¢
GNMA 48,65:¢ 53,08: 4,42¢ -
FNMA 169,35¢ 178,90: 9,54¢ -
FHLMC 24,80: 25,64 841 -
Total mortgage-backed securities 692,73! 728,53 40,11¢ 4,31¢
Total securities available for sale $ 92531 $ 961,49 $ 4551t $ 9,332

Mortgage-backed securities shown in the table alslede two private issue collateralized mortgabdigations (“CMOs”)that are collateralized by commer
real estate mortgages with amortized cost and rmagdees totaling $15.8 million and $16.3 milliarspectively, at September 30, 2012. The remaipingate
issue mortgage-backed securities are backed byoefuer family residential mortgage loans.
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PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

The following table shows the Compasydvailable for sale securities with gross unredlitosses and their fair value aggregated by catesyal length of time tt
individual securities have been in a continuougalized loss position, at September 30, 2012:

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

Municipals $ 9,82t $ 83 % 9,82t $ 83 % - 8 =
Other 4,627 4,93 - - 4,627 4,93
Total other securities 14,45: 5,01¢ 9,82¢ 83 4,621 4,93¢

REMIC and CMC 37,96¢ 4,31¢ 11,86: 94 26,102 4,22(
Total $ 5241¢ $ 9,33 $ 21687 $ 177  $ 30,72¢ $ 9,15¢

OTTI losses on impaired securities must be fulljognized in earnings if an investor has the intergell the debt security or if it is more likelyan not that tr
investor will be required to sell the debt secubigfore recovery of its amortized cost. Howevegreif an investor does not expect to sell a debir#ty, the investc
must evaluate the expected cash flows to be reteine determine if a credit loss has occurredhénavent that a credit loss has occurred, onlyatheunt o
impairment associated with the credit loss is recg in earnings in the Consolidated Statementsadfime. Amounts relating to factors other tharditiesses ai
recorded in accumulated other comprehensive indA®@CI"”) within Stockholders’Equity. Additional disclosures regarding the cadtian of credit losses as w
as factors considered by the investor in reachiognelusion that an investment is not other-thanprarily impaired are required.

The Company reviewed each investment that had eealired loss at September 30, 2012. An unrealizesiexists when the current fair value of an ibwest i
less than its amortized cost basis. Unrealizece®ss available for sale securities, that are ddeimde temporary, are recorded in AOCI, net of terrealize:
losses that are considered to be other-tearporary are split between credit related and regticrelated impairments, with the credit relategbairment bein
recorded as a charge against earnings and theeuitn@lated impairment being recorded in AOCI, ofetax.

The Company evaluates its pooled trust preferrenirgies, included in the table above in the roweled “Other”,using an impairment model through
independent third party, which includes evaluatimgfinancial condition of each counterparty. Bimgle issuer trust preferred securities, the Copgvaluates tf
issuer’s financial condition. The Company evaludtesmortgagesacked securities by reviewing the characteristicthe securities, including delinquency

foreclosure levels, projected losses at various keverity levels and credit enhancement and cgeerda addition, private issue CMOs are evaluateidguat
impairment model through an independent third paithien an OTTI is identified, the portion of thepairment that is credit related is determined byagemer
using the following methods: (1) for trust prefetigecurities, the credit related impairment is itiebieed by using a discounted cash flow model franindlependel
third party, with the difference between the préserue of the projected cash flows and the amedtizost basis of the security recorded as a creldited los
against earnings; (2) for mortgagaeked securities, credit related impairment imeined for each security by estimating losses dasea set of assumptio
which includes delinquency and foreclosure levtsjected losses at various loss severity levetslicenhancement and coverage; and (3) for prigatee CMOs
through an impairment model from an independend tharty and then recording those estimated less@scredit related loss against earnings.

Municipals:

The unrealized losses in Municipal securities gat&maber 30, 2012, consist of losses on four mual@pcurities. The unrealized losses were causeddwement
in interest rates. It is not anticipated that theseurities would be settled at a price that is tean the amortized cost of the Comparipvestment. Each of the
securities is performing according to its terms,andhe opinion of management, will continue tafpem according to its terms. The Company doeshaok th
intent to sell these securities and it is morelyikkan not the Company will not be required td #e securities before recovery of the securdie®rtized cost bas
This conclusion is based upon considering the Coipacash and working capital requirements and can@h@nd regulatory obligations, none of which
Company believes would cause the sale of the smsuriTherefore, the Company did not consider thiegestments to be other-théemporarily impaired
September 30, 2012.




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

The unrealized losses in Other Securities at Sdpes0, 2012, consist of losses on one single igsust preferred security and two pooled trusfqred securitie
The unrealized losses on such securities were dausenarket interest volatility, a significant wideg of credit spreads across markets for theserisies an
illiquidity and uncertainty in the financial marketThese securities are currently rated below invexst grade. The pooled trust preferred securd@sot hav
collateral that is subordinate to the classes theygany owns. The Compassymanagement evaluates these securities using @airinent model, through
independent third party, that is applied to delousées. In estimating OTTI losses, managemensidans: (1) the length of time and the extent tactvhhe fai
value has been less than amortized cost; (2) thrergunterest rate environment; (3) the financiahdition and neaterm prospects of the issuer, if applicable;
(4) the intent and ability of the Company to retdasminvestment in the security for a period of @isufficient to allow for any anticipated recovémyfair value
Additionally, management reviews the financial dtiod of each individual issuer within the pooleddt preferred securities. All of the issuers @ tinderlyin
collateral of the pooled trust preferred securitiesreviewed are banks.

For each bank, our review included the followingfpenance items:

Ratio of tangible equity to asse

Tier 1 Risk Weighted Capiti

Net interest margi

Efficiency ratio for most recent two quarte

Return on average assets for most recent two qs

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

Capital issuances within the past year (where ealplée)

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

Based on the review of the above factors, we calecluhat:
. All of the performing issuers in our pools are walpitalized banks and do not appear likely tolbsetl by their regulator
. All of the performing issuers in our pools will dorue as a going concern and will not default agirtbecurities

In order to estimate potential future defaults eaterrals, we segregated the performing underligagers by their Texas Ratio. We then reviewedoperihg issuel
with Texas Ratios in excess of 50%. The Texas Rsat#okey indicator of the health of the institutiand the likelihood of failure. This ratio compsitte probler
assets of the institution to the institution’s daflie capital and reserves to absorb losses thdikaty to occur in these assets.

There was one performing issuer in our pooled pusterred securities which had a Texas Ratio oesx of 50.00%. We estimated 25% of the relatel ftaws o
this issuer would not be realized. We concluded ifguers with a Texas Ratio below 50.00% are cened healthy and with minimal risk of default. \A&signed
zero default rate to these issuers. Our analystsadsumed th&suers currently deferring would default with meavery and issuers that have defaulted will ha
recovery.

We had an independent third party prepare a diseducash flow analysis for each of these poolest fpueferred securities based on the assumptictsisie
above. Other significant assumptions were: (1) issoers totaling $21.5 million will prepay in fiyears and two issuers totaling $18.7 million wikpay at the
next quarterly payment date; (2) senior classelsnail call the debt on their portions; and (3) oé¢he forward London Interbank Offered Rate (“LIRQ curve
The cash flows were discounted at the effective fat each security. For each issuer that we asswar2s% shortfall in the cash flows, the cash fewalysi:
eliminates 25% of the cash flow for each issuezai¥e immediately.
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One of the pooled trust preferred securities ig @edays past due and the Company has stoppediraginterest. The remaining pooled trust prefesedurity a
well as the single issuer trust preferred secuigyboth performing according to their terms. Tmenpany also owns a pooled trust preferred sectivitlis carrie
under the fair value option, where the unrealizesbés are included in the Consolidated Stateménteoame —Net gain (loss) from fair value adjustments. -
security is over 90 days past due and the Compasgtopped accruing interest.

It is not anticipated at this time that the one&rissuer trust preferred security and the twdqmbtrust preferred securities would be settleal jtice that is less th
the amortized cost of the Compasiyfivestment. Each of these securities is perfayragctording to its terms; except for the pooledttpreferred securities for whi
the Company has stopped accruing interest as disdwgove and, in the opinion of management bas#teaeview performed at September 30, 2012,owifitinue
to perform according to its terms. The Company dashave the intent to sell these securities airgdmore likely than not the Company will not fegjuired to se
the securities before recovery of the securitiesdbdized cost basis. This conclusion is based womsidering the Compars/cash and working capital requirems
and contractual and regulatory obligations, none/fith the Company believes would cause the sateeofecurities. Therefore, the Company did nosictan th
one single issuer trust preferred security andwioepooled trust preferred securities to be othenttemporarily impaired at September 30, 2012.

At September 30, 2012, the Company held six trustepred issues which had a current credit ratihgtdeast one rating below investment grade. TWithose
issues are carried under the fair value optionthedefore, changes in fair value are included & @onsolidated Statement of Incomélet gain (loss) from fa
value adjustments.

The following table details the remaining four trpseferred issues that were evaluated to deterihihey were other-thatemporarily impaired at September
2012. The class the Company owns in pooled treseped securities does not have any excess suadirfi.

Deferrals/Defaults (1)
Actual as ¢ Expected
Cumulative ~ Percentagt  Percentage Current

Issuer Performing Amortized Fair Credit Related 0f Original  of Performing  Lowest
Type Class Banks Cost Value OTTI Security Collateral Rating
(Dollars in thousands
Single issue n/a 1 $ 30C $ 271 $ - None None BB-
Single issue n/a 1 50C 514 - None None B+
Pooled issue B1 18 5,611 2,40( 2,19¢ 24.8% 0.4% C
Pooled issuer C1 18 3,64t 1,95( 1,54: 22.6% 0.0% C
Total $ 1006 $ 5141 $ 3,73¢

(1) Represents deferrals/defaults as a percentage ofitjinal security and expected deferrals/defadta percentage of performing issu

REMIC and CMO:

The unrealized losses in Real Estate Mortgage tmerg Conduit (“REMIC™)and CMO securities at September 30, 2012 consimt@issue from the Federal Hc
Loan Mortgage Corporation (“FHLMC”), one issue frdhe Federal National Mortgage Association (“FNMAShe issue from the Government National Mort(
Association (“GNMA”), and six private issues.

The unrealized losses on the REMIC and CMO seearisisued by FHLMC, FNMA and GNMA were caused byemoents in interest rates. It is not anticipatex
these securities would be settled at a price thkss than the amortized cost of the Compmainwestment. Each of these securities is perfagnaitcording to it
terms and, in the opinion of management, will amnti to perform according to its terms. The Comp#mgs not have the intent to sell these securitidstas mor:
likely than not the Company will not be requiredstll the securities before recovery of the seiesriimortized cost basis. This conclusion is baget considerin
the Companyg cash and working capital requirements and caniheand regulatory obligations, none of which @@mpany believes would cause the sale ¢
securities. Therefore, the Company did not comgliese investments to be other-than-temporaripeined at September 30, 2012.
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The unrealized losses on the six REMIC and CMO rigesi issued by private issuers were caused byemewts in interest rates, a significant wideningrefi
spreads across markets for these securities @paidity and uncertainty in the financial markeEach of these securities has some level of crediiecements a
none are collateralized by spbime loans. Currently, two of these securities ggrforming according to their terms, with fourtioése securities remitting less t
the full principal amount due. The principal Idss these four securities totaled $0.9 million fbe nine months ended September 30, 2012. Theseslaver
anticipated in the cumulative credit related OTh&iges recorded for these four securities.

Credit related impairment for mortgagacked securities are determined for each sechyitgstimating losses based on the following seassumptions: (.
delinquency and foreclosure levels; (2) projectesbés at various loss severity levels; and (3)itcezthancement and coverage. Based on these revaem@TT
charge was recorded during the nine months endptti@ber 30, 2012 on five private issue CMOs of $dillion before tax, of which $0.8 million was clgac
against earnings in the Consolidated Statemeniscoine and $3.3 million before tax ($1.9 milliorteaftax) was recorded in AOCI. There was no OTTI ch
recorded against earnings in the Consolidated r8tatts of Income during the three months ended Bdye30, 2012.

The portion of the above mentioned OTTI, recordadng) the nine months ended September 30, 2012 whs related to credit losses was calculated utbie
following significant assumptions: (1) delinquerayd foreclosure levels of 11%-18%; (2) projectestiseverity of 40%-50%; (3) assumed default r@it€86-10%
for the first 12 months, 2%-7% for the next 12 nian22%-8% for the next 12 months and 2% thereadtat;(4) prepayment speeds of 6%-20%.

It is not anticipated at this time that the onevgig issue CMO, for which an OTTI charge duringriiree months ended September 30, 2012 was notdet,owoulc
be settled at a price that is less than the cuaremntrtized cost of the Compasyihvestment. This security was performing acewdo their terms and in the opin
of management, will continue to perform accordingt$ terms. The Company does not have the inteselt this security and it is more likely than tie¢ Compan
will not be required to sell the security beforeaeery of the security’s amortized cost basis. Tdusclusion is based upon considering the Compacgsh ar
working capital requirements and contractual arglilaory obligations, none of which the Companyicaals would cause the sale of the security. Tbezethe
Company did not consider the security to be otharttemporarily impaired at September 30, 2012.

At September 30, 2012, the Company held 15 priisatee CMOs which had a current credit rating déast one rating below investment grade. Five o$¢hissue
are carried under the fair value option and theesfohanges in fair value are included in the Chdated Statement of IncomeNet gain (loss) from fair valt
adjustments.

The following table details the remaining 10 presvéésue CMOs that were evaluated to determineel tiere other-thatemporarily impaired at September
2012:

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

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

1 $ 10,32 $ 841¢ $ 11,47C $ 3,47( 2006 05/25/3€¢ D 42% 16% 719
2 4,55¢ 4,001 4,79 721 2006 08/19/3€ D 54% 735
3 4,78 4,191 5,31¢ 1,10 2006 08/25/3€ D 36% 15% 714
4 3,58¢ 3,36¢ 4,161 78(C 2006 08/25/3€¢ D 40% 14% 13% 11% 724
5 2,771 2,722 3,08% 24¢ 2006 03/25/3¢ CC 37% 726
6 1,24 1,26t 1,252 - 2005 12/25/3¢ B- 40% 733
7 4,29¢ 3,40¢ 4,57: 222 2006 05/25/3¢ CC 25% 21% 12% 11% 710
8 427 434 431 - 2006 08/25/3¢ CCC 28% 737
9 1,00(¢ 1,02¢ 1,01« = 2005 11/25/3% B- 41% 15% 14% 727
10 817 82C 81¢ - 2005 11/25/3t CC 47% 10% 738

Total $ 33,811 $29,64¢ $ 36,92 $ 6,55¢

-11-




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

The following table details gross unrealized losszprded in AOCI and the ending credit loss amamtlebt securities, as of September 30, 2012yfach the
Company has recorded a credit related OTTI chargies Consolidated Statements of Income:

Gross Unrealize Cumulative
Losses Recorde Credit OTT

(in thousands Amortized Cos  Fair Value In AOCI Losses

Private issued CMO®@ $ 30,32: $ 26,10: $ 422( $ 3,01t
Trust preferred securitiéd 9,26z $ 4,35( 4,912 3,73¢
Total $ 3958 $ 3045. $ 9,132 $ 6,75

(1) The Company has recorded OTTI charges in the Ciolag¢etl Statements of Income on six private issuéO8Mnd two pooled trust preferred securitie
which a portion of the OTTl is currently recordedAOCI.

The following table represents the activity relatedhe credit loss component recognized in eamargdebt securities held by the Company for whiglortion of
OTTI was recognized in AOCI for the period india#te

For the nine months enc

(in thousands September 30, 201

Beginning balanc $ 6,927
Recognition of actual loss! (945)
OTTI charges due to credit loss recorded in eas 77€

Securities sold during the peri -
Securities where there is an intent to sell or ireguent to sell -
Ending balance $ 6,757

The following table details the amortized cost astimated fair value of the Compasysecurities classified as available for sale aiteSeber 30, 2012, |
contractual maturity. Expected maturities will difffrom contractual maturities because borrowerg have the right to call or prepay obligations withwithou
call or prepayment penalties.

Amortized
Cost Fair Value
(In thousands

Due in one year or le: $ 28,38¢ $ 28,40¢
Due after one year through five ye 58,78: 61,26
Due after five years through ten ye 29,84( 30,75¢
Due after ten years 115,56t 112,53t

Total other securitie 232,57 232,95¢
Mortgage-backed securities 692,73! 728,53

Total securities available for sale $ 92531. $ 961,49¢
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The following table summarizes the Company’s pdidgfof securities available for sale at Decemberi1:

Gross Gross
Amortized Unrealized Unrealized

Cost Fair Value Gains Losses

(In thousands

U.S. government agenci $ 1,98C $ 2,03 $ 58 $ =
Corporate 20,77 20,59: - 18t
Municipals 4,53¢ 4,532 - 2
Mutual funds 21,36¢ 21,36¢ - -
Other 22,02: 16,71( 9 5,322
Total other securities 70,68 65,24 68 5,50¢
REMIC and CMC 460,82: 473,63¢ 22,79¢ 9,981
GNMA 62,04( 67,63: 5,592 -
FNMA 175,62 182,63( 7,00z -
FHLMC 22 ,55¢ 23,38’ 831 -
Total mortgage-backed securities 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 inctwdeprivate issue CMOs that are collateralized bymercial real estate mortgages with amortizec
and market values of $19.0 million and $19.2 millicespectively, at December 31, 2011. The remgipiivate issue mortgage-backed securities areebiday one-
to-four family residential mortgage loans.

The following table shows the Compasyvailable for sale securities with gross unredlibsses and their fair value, aggregated by oateand length of time th
individual securities have been in a continuousalized loss position, at December 31, 2011.

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

Corporate $ 17,98C $ 18t % 17,98C $ 18t % - 8 =
Municipals 1,997 2 1,997 2 - -
Other 4,241 5,32 - - 4,241 5,322
Total other securities 24,21¢ 5,50¢ 19,97 187 4,241 5,322

REMIC and CMC 38,68« 9,981 12,56( 124 26,12« 9,857
Total $ 62,90 $ 15,49 $ 32537 $ 311 % 30,368 $ 15,17¢

5. Loans held for sale

Loans held for sale are carried at the lower ot co®stimated fair value. At September 30, 206an$ held for sale consists of four non-performimgti-family
residential loans totaling $3.0 million and thremi#performing commercial business loans totaling $6ilion. There were no loans held for sale at DelsenB81
2011.

The Company has implemented a strategy of selkimgin delinquent and ngeerforming loans. Once the Company has decidedlta $oan it usually will close
a short period of time, generally within the samarter. Loans designated held for sale are refitas$rom loans held for investment to loans higldsale. Term
of sale include cash due upon the closing of the sa contingencies or recourse to the Companysandcing is released to the buyer.

The Company sold delinquent and non-performingddataling $33.1 million, net of chargdfs of $4.9 million, during the nine months endgebtember 30, 20
and sold delinquent and non-performing loans taga#i16.5 million, net of chargeffs of $2.2 million during the nine months endegp@mber 30, 2011. There w
no net gains from the sale of delinquent and perierming loans during the three months endedebeper 30, 2012. There was $150,000 in net gaims fhe sal
of delinquent and non-performing loans during thkeeé months ended September 30, 2011. There wegams from the sale of delinquent and mamforming
loans totaling $31,000 and $150,000 for the ninetimoended September 30, 2012 and 2011, respgctivel
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6. Loans

Loans are reported at their outstanding princigdduice, net of any unearned income, chaffg-deferred loan fees and costs on originataddaand unamortiz
premiums or discounts on purchased loans. Interekians is recognized on the accrual basis. Thesalcof income on loans is generally discontinuéen certai
factors, such as contractual delinquency of 90 daysore, indicate reasonable doubt as to the yirelectability of such income. Uncollected intstr@reviousl
recognized on non-accrual loans is reversed frderést income at the time the loan is placed onawmnual status. Subsequent cash payments receivedn-
accrual loans that do not bring the loan to leas 80 days delinquent are recorded on a cash Bagisequent cash payments can also be applieddiestreductic
of principal until all principal is recovered arfieh subsequently to interest, if in managenseopinion, it is evident that recovery of all piippel due is unlikely t
occur. Net loan origination costs and premiumsiscalints on loans purchased are amortized intoeistténcome over the contractual life of the loasig th
levelyield method. Prepayment penalties received onsledrich pay in full prior to their scheduled matyrre included in interest income in the perioeytiare
collected.

The Company maintains an allowance for loan loases amount, which, in managemsrjtidgment, is adequate to absorb probable estihhadses inherent in t
loan portfolio. Managemers’ judgment in determining the adequacy of the alwe is based on evaluations of the collectabdftyoans. This evaluation
inherently subjective, as it requires estimates #ne susceptible to significant revisions as minfermation becomes available. In assessing theualsy of th
Company's allowance for loan losses, managemesid=ns various factors such as, the current fdirevaf collateral for collateral dependent loahg Company
historical loss experience, recent trends in lqggsaltection policies and collection experiencentis in the volume of ngeerforming and classified loans, change
the composition and volume of the gross loan plietfand local and national economic conditions. T@mpany’s Board of Directors (the “Board of Diras!)
reviews and approves management’'s evaluation aidequacy of the allowance for loan losses on aeplyabasis.

The allowance for loan losses is established tHramrges to earnings in the form of a provisianiéan losses. Increases and decreases in theaalb@for loa
losses other than chargéfs and recoveries are included in the provisionlban losses. When a loan or a portion of a igasketermined to be uncollectible,
portion deemed uncollectible is charged againsatioevance and subsequent recoveries, if any,raited to the allowance.

The Company recognizes a loan as performing when the borrower has indicated theilitglbo bring the loan current, or due to otherccimstances which, in t
Company'’s opinion, indicate the borrower will beabte to bring the loan current within a reasonaibte. All loans classified as ngrerforming, which includes :
loans past due 90 days or more, are classifiedsocrual unless there is, in the Compampinion, compelling evidence the borrower wilhigrthe loan current

the immediate future. Appraisals and/or updatedritatl evaluations are obtained as soon as praetizhlbefore the loan becomes 90 days delinquert.|ddr
balances of collateral dependent impaired loanscarepared to the loan’s updated fair value. Theari@ which exceeds fair value is generally charged
off. Management reviews the allowance for loarsésson a quarterly basis and records as a prowtsgoamount deemed appropriate, after consideringict yea
charge-offs, charge-off trends, new loan productiomrent balance by particular loan categoriesdelitiqguent loans by particular loan categories.

A loan is considered impaired when, based upomtbst current information, the Company believes ipiiobable that it will be unable to collect all@mts due
both principal and interest, according to the crttral terms of the loan. Impaired loans are measbased on the present value of the expectedefatsh flow
discounted at the loan’s effective interest rateatothe loars observable market price, or the fair value of ¢bBateral if the loan is collateral dependente
Company considers fair value of collateral depehtiEms to be 85% of the appraised or internaltyrexted value of the property. Interest incomerapaired loan
is recorded on a cash basis. The Company’s managemrsiders all non-accrual loans impaired.

The Company reviews each impaired loan to deterifiaehargesff is to be recorded or if a valuation allowansda be allocated to the loan. The Company

not allocate a valuation allowance to loans foralihwe have concluded the current value of the dyidgrcollateral will allow for recovery of the logbalance eith
through the sale of the loan or by foreclosure sald of the property.

-14-




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

The Company evaluates the underlying collateraluph a third party appraisal, or when a third pafyraisal is not available, the Company will userderna
evaluation. The internal evaluations are performgidg an income approach or a sales approach.ritoene approach is used for income producing prigseain:
uses current revenues less operating expensegeonitee the net cash flow of the property. Onceribe cash flow is determined, the value of the ergpis
calculated using an appropriate capitalization fatethe property. The sales approach uses comigasales prices in the market. When an internaluation i
used, we place greater reliance on the income apprm value the collateral.

In preparing internal evaluations of property valuthe Company seeks to obtain current data orsubgect property from various sources, includinb): the
borrower; (2) copies of existing leases; (3) laeall estate brokers and appraisers; (4) publicdsc@uch as for real estate taxes and water amer sfharges); (!
comparable sales and rental data in the markegr(8hspection of the property; and (7) interviemith tenants. These internal evaluations primaigus on th
income approach and comparable sales data to tredymoperty.

As of September 30, 2012, the Company utilized netieird party appraisals of the collateral to measmpairment for $103.7 million, or 75.0%, of ledéra
dependent impaired loans and used internal evahsatf the property’s value for $34.6 million, &.@%, of collateral dependent impaired loans.

The Company may restructure a loan to enable aWwerrto continue making payments when it is deethatithe restructure will allow borrowers to becotneren
and remain current on their loans. This restructoag include reducing the interest rate or amoéitit® monthly payment for a specified period ofdimafter whic
the interest rate and repayment terms revert totiginal terms of the loan. We classify these an Troubled Debt Restructured (“TDRVhen the Savings Ba
grants a concession to a borrower who is expengrfaiancial difficulties.

These restructurings have not included a redudaioprincipal balance. The Company believes thatrueturing these loans in this manner will allowta@
borrowers to become and remain current on themmdoall loans classified as TDR are considered ingga however TDR loans which have been currentsix
consecutive months at the time they are restruttase TDR remain on accrual status and are notdedias part of noperforming loans. Loans which w
delinquent at the time they are restructured aBR @re placed on non-accrual status and reportedragerforming loans until they have made timely paytador
six consecutive months. Loans that are restructase@DR but are not performing in accordance whith testructured terms are placed on aocrual status a
reported as non-performing loans.

The allocation of a portion of the allowance foarhdosses for a performing TDR loan is based uperptesent value of the future expected cash ftbsounted :
the loan’s original effective rate, or for a nperforming TDR which is collateral dependent, the ¥alue of the collateral. At September 30, 20h2re were n
commitments to lend additional funds to borrowel®oge loans were modified to a TDR. The modificatbtoans to a TDR did not have a significant effec ou
operating results, nor did it require a significalbcation of the allowance for loan losses.

The following table shows loans modified and cléegdias TDR for the three months ended Septemhe2@®I® and 2011:

For the thee months For the thee months
ended September 30, 20 ended September 30, 20
(Dollars in thousands Number Balance Modification descriptior Number Balance Modification descriptior
One-to-four family - residential 1 3 40C Received a below market - 3 -
interest rate
Commercial business and other 2 1,90C Received a below market - -

interest rate and the loan
amortization was extended

Total 3 $ 2,30( - % -
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The following table shows loans modified and clfisdias TDR for the nine months ended Septembe2@2 and 2011:

For the nine months For the nine months
ended September 30, 20 ended September 30, 20
(Dollars in thousands) Number Balance Modification description Number Balance Modification description
Multi-family residential - $ - 6 $ 1,80C Received a below market

interest rate and the loan
amortization was extendt

Commercial real estate 3 5,30C Received a below market 1 2,000 Received a below market
interest rate and the loan interest rate
amortization was extends
One-to-four family - mixed-use 3 1,20C Received a below market 2 50C Received a below market
property interest rate interest rate and loan
amortization term extende
One-to-four family - residentia 1 40C Received a below market interest r
Construction loans 2 24,20( Received a below market
interest rate
Commercial business and other 2 1,90C Received a below market - -

interest rate and the loan
amortization was extended

Total 9 % 8,80( 11 % 28,50(

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

September 30, 201 December 31, 201
Number Recordec Number Recordec

(Dollars in thousands of contracts investmen of contracts investmen
Multi-family residentia 8 $ 2,34( 11 $ 9,412
Commercial real esta 5 8,517 2 2,49¢
One-to-four family - mixec-use propert 7 2,35( 8 79t
One-to-four family - residentia 1 37¢
Constructior 1 3,80t 1 5,88¢
Commercial business and ott 2 2,55¢ 1 2,00(

Total performing troubled debt restructured 24 $ 19,94: 18 $ 20,594

The following table shows loans classified as TB& fare not performing according to their restrrediterms at the periods indicated:

September 30, 201 December 31, 201
Number Recordec Number Recordec
(Dollars in thousands of contracts investmen of contracts investmen
Multi-family residentia 2 $ 328 - % =
Commercial real esta 2 3,16: 2 4,34(
One-to-four family - mixec-use propert 2 81% 3 1,19:
Construction 1 9,45k 1 11,67
Total troubled debt restructurings that subsequetgfaulted 7 $ 13,75¢ 6 $ 17,20¢
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During the three months ended September 30, 20i&Pe twere no loans which were modified and classifis TDR within the previous 12 months, that
reclassified to nomccrual status as it was no longer performing itoedtance with its modified terms. During the threenths ended September 30, 2011,
construction loan for $11.5 million, which was mfteli and classified as TDR within the previous 1@ntis, was reclassified to nawcrual status as it was

longer performing in accordance with its modifieds.

During the nine months ended September 30, 201&e timultifamily TDR totaling $6.9 million and one commerciDR totaling $0.4 million were transferrec
non-accrual status as they were no longer performiractordance with their modified terms. During tleenmonths ended September 30, 2011, one consim
loan for $11.5 million, one commercial loan for $3nillion and two one-to-four family — mixease property loan for $0.7 million which were maetif anc
classified as TDR within the previous 12 monthsteneclassified to non-accrual status as they werdenger performing in accordance with their miedifterms.

The following table shows our non-performing loainsjuding Loans held for sale, at the periodséatid:

September 3 December 3:
(Dollars in thousands) 2012 2011
Loans ninety days or more past duand still accruing:
Multi-family residentia $ - % 6,281
Commercial real esta 54C 92
Commercial Business and ott 74¢ -
Total 1,28¢ 6,37¢
Non-accrual mortgage loans:
Multi-family residentia 18,24: 19,94¢
Commercial real esta 18,05: 19,89t
One-to-four family - mixec-use propert 20,25( 28,42¢
One-to-four family - residentia 13,06¢ 12,76¢
Ca-operative apartmen 234 152
Construction 9,781 14,72
Total 79,63: 95,90¢
Non-accrual nor-mortgage loans:
Small Business Administratic 294 49:
Commercial business and other 19,58¢ 14,66(
Total 19,88 15,15
Total non-accrual loans 99,51¢ 111,06:
Total non-performing loans $ 100,80: $ 117,44:

The interest foregone on naecrual loans and loans classified as TDR totalefl fillion and $2.2 million for the three monthsled September 30, 2012 and 2

respectively, and $5.5 million and $6.3 million foe nine months ended September 30, 2012 and Bgsectively.
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The following table shows an age analysis of ouoréed investment in loans, including Loans heldséde, at September 30, 2012:

Greater
30-59 Days 60 -89 Day:s than Total Past

(in thousands) Past Due Past Dug 90 Days Due Current Total Loans
Multi-family residentia $ 17,25:  $ 452 $ 16,73¢ $ 38,51« $ 1,447,131 $ 1,485,64
Commercial real esta 10,79¢ 2,06t 18,05: 30,91« 496,42: 527,33
One-to-four family - mixec-use propert 19,38 5,57¢ 20,02 44,98( 608,17: 653,15:
One-to-four family - residentia 3,751 952 12,85: 17,55¢ 184,73 202,29:
Cc-operative apartmen - - 234 234 6,39¢ 6,63
Construction loan 2,462 - 9,787 12,24¢ 4,07( 16,31¢
Small Business Administratic - 78¢ 294 1,08: 9,681 10,76¢
Taxi medallion - - - - 13,10 13,10
Commercial business and ott 2 3,97¢ 18,747 22,72¢ 244,16t 266,89¢

Total $ 53,64¢ $ 1788: $ 96,72¢ $ 168,25t $ 3,013,88 $ 3,182,114l
The following table shows an age analysis of oooréed investment in loans at December 31, 2011:

Greater
30-59 Day: 60 -89 Day:s than Total Past

(in thousands Past Dug Past Due 90 Days Due Current Total Loans
Multi -family residentia $ 20,08: $ 6,341 $ 26,23 $ 52,657 $ 1,338,560 $ 1,391,22.
Commercial real esta 10,80+ 1,797 19,98° 32,58¢ 548,19} 580,78
One-to-four family - mixec-use property 20,48( 3,027 27,95( 51,457 642,47" 693,93:
One-to-four family - residentia 4,69¢ 1,76¢ 12,76¢ 19,23 201,19° 220,43
Ca-operative apartmen - - 152 152 5,352 5,50t
Construction loan 5,06t - 14,72 19,78¢ 27,35¢ 47,14(
Small Business Administratic 16 41 452 50¢ 13,53( 14,03¢
Taxi medallion 71 - - 71 54,257 54,32¢
Commercial business and other 5,47¢ 96€ 10,24 16,68: 189,93: 206,61«

Total $ 66,69 $ 1394. $ 11250. $ 193,13 $ 3,020,851 $ 3,213,99:
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The following table shows the activity in the allamce for loan losses for the nine months endede8dqetr 30, 2012:

One-tofour
family -  One-tofour Commercia
Multi-family Commercic mixed-use family - Co-operative Constructior Small Busines  Taxi  business ar
(in thousands) residentia real estatt  property residentia apartment: loans  Administratior medallior other Total
Allowance for credit losses
Beginning balanc $ 11,267 $ 5,21C $ 5314 $ 1,64¢ $ 80 $ 66¢ $ 987 $ 41 $ 512¢ $ 30,34«
Charge-off's 5,25: 2,401 3,401 1,09¢ 62 2,50( 324 - 1,48¢ 16,52«
Recoveries 8¢ 24¢ 337 29 - - 59 - 104 867
Provision 6,47¢ 2,81¢ 3,70¢ 1,381 30 1,89¢ (143 31 (135) 16,00(
Ending balance $ 1258( % 5,871 $ 5,95t $ 1,96: $ 48 $ 66 $ 57¢ $ 1C $ 3,60¢ $ 30,68
Ending balance: individuall
evaluated for impairment  $ 62 $ 38t $ 712 $ 95 $ -3 50 $ -$ -3 304 $  1,60¢
Ending balance: collectivel
evaluated for impairment  $ 12,51¢ $ 5,49 $ 5,242 $ 1,86¢ $ 48 $ 16 $ 57¢ $ 1C $ 3,30 $§ 29,07¢
Financing Receivables
Ending balance $ 1482,76:$ 527,33 $ 653,15.$ 202,29. $ 6,63:$ 16,31¢( $ 10,76« $ 13,101 $ 260,99¢ $3,173,36!
Ending balance: individuall
evaluated for impairment $ 23,04¢$ 2536¢($ 31,20t $ 1542¢ $ 237 $ 16,31¢ $ 1,40¢ $ -$ 25300 % 138,31
Ending balance: collectivel
evaluated for impairment  $ 1,459,71 $ 501,96¢ $ 621,94 $ 186,86. $ 6,395 $ -3 9,36( $ 13,10! $ 235,69¢ $3,035,04
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The following table shows our recorded investmanpaid principal balance and allocated allowancéd@an losses, average recorded investment ang#ttimcom
recognized for loans that were considered impaateat for the nine month period ended SeptembeP@02:

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

(In thousands
With no related allowance recorde
Mortgage loans

Multi-family residentia $ 20,15 $ 23,90¢ $ - % 30,37t $ 20C

Commercial real esta 36,49: 41,46¢ - 47,077 441

One-to-four family mixec-use propert 27,02¢ 29,75( - 28,34( 41€

One-to-four family residentia 15,05 18,35: - 14,95¢ 11€

Cc-operative apartmen 237 29¢ - 15¢ 2

Constructior 12,68t 15,177 - 16,05: 13C

Non-mortgage loans

Small Business Administratic 1,40¢ 1,62¢ - 1,10¢ 9

Taxi Medallion - - - -

Commercial Business and other 3,65¢ 4.47: - 5,33¢ 29
Total loans with no related allowance recorded 116,70! 135,04¢ - 143,39t 1,34:

With an allowance recorde
Mortgage loans

Multi-family residentia 2,891 2,891 62 3,591 134
Commercial real esta 7,79¢ 7,861 38t 6,11¢ 30¢
One-to-four family mixec-use propert 4,18: 4,18: 713 4,741 194
One-to-four family residentia 37€ 37€ 95 12t 15
Cc-operative apartmen - - - 134 -
Constructior 3,80t 3,80t 50 4,43; 10&

Non-mortgage loans
Small Business Administratic - - - -
Taxi Medallion

Commercial Business and other 2,557 2,55 304 2,18¢ 88
Total loans with an allowance recorded 21,60¢ 21,67¢ 1,60¢ 21,32: 844
Total Impaired Loans
Total mortgage loans $ 130,70. $ 148,07 $ 1,30t $ 156,09 $ 2,061
Total non-mortgage loans $ 7,611 $ 8,65 $ 304 % 8,62¢ $ 12€
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The following table shows our recorded investmanpaid principal balance and allocated allowancéd@an losses, average recorded investment ang#ttimcom
recognized for loans that were considered impaateat for the year ended December 31, 2011:

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

(In thousands
With no related allowance recorde
Mortgage loans

Multi-family residentia $ 18,40: $ 19,20 $ - $ 16,93 $ 83¢
Commercial real esta 12,47 12,547 - 10,00¢ 442
One-to-four family mixec-use propert 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¢

Nor-mortgage loans
Small Business Administratic - - - - -
Taxi Medallion - - = =
Commercial Business and other 8,74¢ 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 -
Cc-operative apartmen - - - - -
Constructior - - - 1,75( -
Nor-mortgage loans

Small Business Administratic 1,43: 1,43: 76¢€ 1,23: 82
Taxi Medallion - - - - -
Commercial Business and other 6,121 6,84: 2,44¢ 4,73¢ 19:¢

Total loans with an allowance recorded 89,33« 99,66¢ 15,857 75,62( 1,362

Total Impaired Loans
Total mortgage loans $ 158,74t $ 17133, $ 1264 $ 132,39t $ 3,68¢
Total non-mortgage loans $ 16,29¢  $ 17,09¢ $ 3217 $ 10,241 $ 832

In accordance with our policy and the current taguy guidelines, we designate loans as “Speciahtidn,” which is considered “Criticized Loansghc
“Substandard,” “Doubtful,” or “Loss,” which are csidered “Classified Loans’lf a loan does not fall within one of the previausntioned categories then the |
would be considered “Pass.” We designate a logduastandard when a welefined weakness is identified that jeopardizesotiaerly liquidation of the debt. V
designate a loan as Doubtful when it displays tielient weakness of a Substandard loan with thedagidvision that collection of the debt in fulh the basis «
existing facts, is highly improbable. We desigratean as Loss if it is deemed the debtor is inklepaf repayment. Loans that are designated as &ai@scharged
the Allowance for Loan Losses. Loans that are accrual are designated as Substandard, Doubtfidss. We designate a loan as Special Mention ibset doe
not warrant classification within one of the otbassifications, but does contain a potential weakrnhat deserves closer attention.
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The following table sets forth the recorded investirin loans designated as Criticized or Class#ieS8eptember 30, 2012:

(In thousands) Special Mentio  Substandar  Doubtful Loss Total
Multi-family residentia $ 15,847 $ 23,68¢ $ - 8 - $ 39,53t
Commercial real esta 15,22¢ 29,66¢ - - 44,89¢
One-to-four family - mixec-use propert 9,87¢ 30,39 - - 40,27:
One-to-four family - residentia 2,96¢ 15,43( - - 18,39¢
Cc-operative apartmen 19¢ 237 - - 43t
Construction loan 3,80¢ 12,68t - - 16,49(
Small Business Administratic 19¢ 45¢ 244 - 90z
Commercial business and other 5,18¢ 23,46( 1,16¢ - 29,81
Total $ 53,30¢ $ 136,02. $ 1,41 % - $ 190,74

The following table sets forth the recorded investirin loans designated as Criticized or Class#ieDecember 31, 2011:

(In thousands) Special Mentio  Substandar  Doubtful Loss Total
Multi-family residentia $ 17,13t $ 41,390 $ - $ - $ 58,52¢
Commercial real esta 12,26+ 41,24° - - 53,51
One-to-four family - mixec-use propert 17,39: 33,83 - - 51,22«
One-to-four family - residentia 3,127 14,34 - - 17,47(
Ca-operative apartmen 20z 15¢ - - 35€
Construction loan 2,57(C 28,55¢ - - 31,12¢
Small Business Administratic 66€ 25¢€ 214 - 1,13¢
Commercial business and other 13,58t 17,61 1,16¢ - 32,36
Total $ 66,94 $ 177,39 $ 1,38: $ - $ 24571

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

For the nine months
ended September 2

(In thousands) 2012 2011

Balance, beginning of peric $ 30,34 $ 27,69¢
Provision for loan losse 16,00( 15,00(
Chargtoff's (16,529 (13,539
Recoveries 867 43¢
Balance, end of peric $ 30,680 $ 29,60:
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The following table shows net loan charge-offstfa periods indicated:

Three Months Ende Nine Months Ende
September 3 September 3 September 3 September 3

(In thousands) 2012 2011 2012 2011
Multi-family residentia $ 3,081 $ 2,18t $ 5165 $ 3,98¢
Commercial real esta 55 1,54¢ 2,152 4,071
One-to-four family — mixec-use propert 814 80¢ 3,06¢ 1,28¢
One-to-four family — residentia 19¢ - 1,067 1,92¢
Cc-operative apartmen 19 - 62 -
Constructior 59 - 2,50C 703
Small Business Administratic 23 137 26t 60€
Commercial business and other 962 73 1,38¢ 514
Total net loan charge-offs $ 521: $ 4755 $ 15,657 $ 13,09¢

7. Other Real Estate Owned
The following are changes in Other Real Estate @WMOREO”) during the periods indicated:

For the nine months ended

September 3(
2012 2011

(In thousands
Balance at beginning of perit $ 317¢ $ 1,58¢
Acquisitions 3,541 4,75(
Write-down of carrying valu (285) ave)
Sales (2,779 (1,919
Balance at end of peric $ 3,66( $ 4,25(

The following table shows the gross gains, grossde and write-downs of OREO reported in the Cateteld Statements of Income during the periodscpttes!:

For the three months ended For the nine months ended

September 3( September 3(
2012 2011 2012 2011
(In thousands
Gross gain: $ 12 3 36 $ 57 $ 287
Gross losse - - (18¢9) (12
Write-down of carrying value (82 (17€) (285) (17€)
Total $ (70) $ (140 $ (417 $ ag
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8. Stock-Based Compensation

For the three months ended September 30, 2012Cdrid the Company’s net income, as reported, ind®fe6 million and $0.4 million, respectively, absk-base!
compensation costs and $0.3 million and $0.2 mili@spectively, of income tax benefits relatethi stockbased compensation plans. For the nine monthsd
September 30, 2012 and 2011, the Company’s neiriacas reported, included $2.9 million and $2.1liom] respectively, of stockased compensation costs
$1.1 million and $0.8 million, respectively, of omme tax benefits related to the stock-based conagpiensplans.

The Company estimates the fair value of stock ogtiasing the Blaclécholes valuation model. Key assumptions usedtimate the fair value of stock optic
include the exercise price of the award, the exgeeoption term, the expected volatility of the Camyps stock price, the risk-free interest rate aer options’
expected term and the annual dividend yield. Then@my uses the fair value of the common stock erdtte of award to measure compensation cost gtiatec
stock unit awards. Compensation cost is recogmzed the vesting period of the award using theigittdine method. There were no restricted stocksugrante:
during the three months ended September 30, 200 dpthe three months ended September 30, 206 Cdmpany granted 1,000 restricted stock unitsinguhe
nine months ended September 30, 2012 and 201 Campany granted 230,675 and 214,095 restrictedt stoits, respectively. There were no stock optigraster
during the three and nine month periods ended 8dyae30, 2012 and 2011.

The 2005 Omnibus Incentive Plan (“Omnibus Plab&came effective on May 17, 2005 after approvalth®y stockholders. The Omnibus Plan authorize
Compensation Committee of the Company’s Board oé&ors (the “Compensation Committee”) to grantsety of equity compensation awards as well ag-on
term and annual cash incentive awards, all of whih be structured so as to comply with Sectionrb$»f the Internal Revenue Code of 1986, as antk(ithe
“Internal Revenue Code”On May 17, 2011, stockholders approved an amendioetite Omnibus Plan authorizing an additional 8@6,shares for use for f
value awards. As of September 30, 2012, there 28037 shares available for full value awards a®d@&80 shares available for néult value awards. To satis
stock option exercises or fund restricted stock eemtricted stock unit awards, shares are issumth freasury stock, if available, otherwise new sbaar
issued. The Company will maintain separate pobbvailable shares for full value as opposed to-fulinvalue awards, except that shares can be méwoed the
non-full value pool to the full value pool on a@-l basis. The exercise price per share of a stotikrogrant may not be less than the fair marketievaif the
common stock of the Company, as defined in the ®aomPlan, on the date of grant and may not beicegmwithout the approval of the Compasgtockholder
Options, stock appreciation rights, restricted Istaestricted stock units and other stock baseddsvgranted under the Omnibus Plan are generdtjesuto :
minimum vesting period of three years with stockiaps having a 1@<ar contractual term. Other awards do not haventéractual term of expiration. Restric
stock unit awards include participants who havehied or are close to reaching retirement eligibilét which time such awards fully vest. These am®wr
included in stock-based compensation expense.

Full Value Awards The first pool is available for full value awardsich as restricted stock unit awards. The poolleldecreased by the number of shares gr
as full value awards. The pool will be increaseahfrtime to time by: (1) the number of shares thmatraturned to or retained by the Company as dtrekthe
cancellation, expiration, forfeiture or other tenation of a full value award (under the OmnibusP1é2) the settlement of such an award in cashth@ delivery t
the award holder of fewer shares than the numbeerlying the award, including shares which are ket from full value awards or (4) the surrendesldres b
an award holder in payment of the exercise priceaxes with respect to a full value award. The QmsiPlan will allow the Company to transfer shdrem the
non-full value pool to the full value pool on a@1 basis, but does not allow the transfer ofahifmrom the full value pool to the non-full valueoh
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The following table summarizes the Company’s fallue awards at or for the nine months ended Semtiefth 2012:

WeightedAverage

Grant-Date

Full Value Awards Shares Fair Value
Non-vested at December 31, 2C 363,58¢ $ 13.52
Grantec 230,67¢ 13.2¢
Vested (201,49 13.62
Forfeited (6,809 13.5¢
Non-vested at September 30, 2012 385,96. $ 13.3%
Vested but unissued at September 30, 2012 147,17¢ $ 13.4¢

As of September 30, 2012, there was $3.6 milliototd! unrecognized compensation cost related tovested full value awards granted under the Omnitias
That cost is expected to be recognized over a wetdgiverage period of 3.2 years. The total fair vaifiawards vested for the three months ended Septe&fl
2012 and 2011 were $2,000 and $3,000, respectiviglg. total fair value of awards vested for theemimonths ended September 30, 2012 and 2011 wéterfifon
and $1.7 million, respectively. The vested but smésl full value awards consist of awards made tpl@mes and directors who are eligible for retirah
According to the terms of the Omnibus Plan, thespleyees and directors have no risk of forfeitufaese shares will be issued at the original cotued vestini
dates.

Nor-Full Value Awards: The second pool is available for nfuil value awards, such as stock options. The palbbe increased from time to time by the numbt
shares that are returned to or retained by the @oynps a result of the cancellation, expirationfefture or other termination of a nduH value award (under tl
Omnibus Plan or the 1996 Stock Option IncentivePlahe second pool will not be replenished byretiavithheld or surrendered in payment of the égerprice
or taxes, retained by the Company as a resulteoti#hivery to the award holder of fewer shares themnumber underlying the award or the settleroéttie awar
in cash.

The following table summarizes certain informatiegarding the nofull value awards, all of which have been grantedgtack options, at or for the nine mor
ended September 30, 2012:

Weighted- WeightedAverage Aggregate

Average Remaining Intrinsic
Exercise Contractual Value
Non-Full Value Awards Shares Price Term $(000) *
Outstanding at December 31, 2( 975,64( $ 15.1¢
Grantec - -
Exercisec (138,029 12.1(
Forfeited (48,200 12.8i
Outstanding at September 30, 2012 789,41 $ 15.8¢ 32 §$ 99C
Exercisable shares at September 30, 2012 727,27 $ 16.27 3.C $ 65¢
Vested but unexercisable shareSeptember 30, 201 11,12( $ 11.5¢ 6.2 $ 58

* The intrinsic value of a stock option is the difénce between the market value of the underlytimecksand the exercise price of the option.
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As of September 30, 2012, there was $0.1 milliototal unrecognized compensation cost related vested norfull value awards granted under the Omnibus |
That cost is expected to be recognized over a waiigaverage period of 0.9 years. The vested erarisable nofull value awards were made to employees
are eligible for retirement. According to the terofghe Omnibus Plan, these employees have nofigirfeiture. These awards will be exercisabl¢hat origina
contractual vesting dates.

Cash proceeds, fair value received, tax benefitensic value related to stock options exercised the weighted average grant date fair value ftions grante
during the nine months ended September 30, 201@ravéed in the following table:

For the three months ended For the nine months ended

September 3( September 3(
(In thousands) 2012 2011 2012 2011
Proceeds from stock options exerci $ 21 % 22 % 83t $ 2,03¢
Fair value of shares received upon exercised ekgiptions 287 - 83t 54
Tax benefit related to stock options exerci 3 1 30 184
Intrinsic value of stock options exercis 56 7 18¢ 42¢€

Phantom Stock Plarthe Company maintains a nguoalified phantom stock plan as a supplement tpritfit sharing plan for officers who have achietkd level o
Senior Vice President and above and completed eaeof service. However, officers who had achieaelast the level of Vice President and compleisel yes
of service prior to January 1, 2009 remain eligiblgarticipate in the phantom stock plan. Awaadsmade under this plan on certain compensatibeligible fol
awards made under the profit sharing plan, dué¢otérms of the profit sharing plan and the InteRevenue Code. Employees receive awards undepli
proportionate to the amount they would have reckiveder the profit sharing plan, but for limits ioged by the profit sharing plan and the InternaleRee Codkt
The awards are made as cash awards and then @aht@dommon stock equivalents (phantom sharebeahen current market value of the Comparggmmo
stock. Dividends are credited to each emplay@ecount in the form of additional phantom sha@sh time the Company pays a dividend on its comstack. Ir
the event of a change of control (as defined is pitéin), an employeginterest is converted to a fixed dollar amourt deemed to be invested in the same mani
their interest in the Savings Bank’s nqualified deferred compensation plan. Employees weder this plan 20% per year for 5 years. Emmsyaso become 10(
vested upon a change of control. Employees redbiie vested interest in this plan in the form ofash lump sum payment or installments, as eldayethe
employee, after termination of employment. The Canypadjusts its liability under this plan to thé falue of the shares at the end of each period.

The following table summarizes the Phantom Stoek Rt or for the nine months ended September 3@:20

Phantom Stock Ple Shares Fair Value

Outstanding at December 31, 2( 39,25 $ 12.6:
Granteo 11,20¢ 13.2¢
Forfeited - -
Distributions (497) 13.11
Outstanding at September 30, 2012 49,97 % 15.8(
Vested at September 30, 2012 4959¢ $ 15.8(

The Company recorded stoblesed compensation expense for the Phantom StankoP$114,000 and $79,000 for the three months&&ptember 30, 2012 :
2011, respectively. The total fair value of thetrifieitions from the Phantom Stock Plan was $1,@0QtHe three months ended September 30, 2012 drid 20

For the nine months ended September 30, 2012 & #e Company recorded stdeised compensation expense (benefit) for the PmaBtock Plan of $171,0

and $(110,000), respectively. The total fair vadfiehe distributions from the Phantom Stock Plarirduthe nine months ended September 30, 2012 @htl ®er
$6,000 and $2,000, respectively.
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9. Pension and Other Postretirement Benefit Plans

The following table sets forth information regamlithe components of net expense for the pensiom#ned postretirement benefit plans.

Three months ended Nine months ended
September 3( September 3(
(In thousands 2012 2011 2012 2011
Employee Pension Pla
Interest cos $ 22C % 24€  $ 66C $ 73¢
Amortization of unrecognized lo: 262 15z 78¢ 45¢
Expected return on plan assets (310 (309) (930) (929
Net employee pension expense $ 17¢ 8 91 % 51¢ $ 278
Outside Director Pension Ple
Service cos $ 20 % 17 3 60 $ 51
Interest cos 28 31 84 93
Amortization of unrecognized ga @) (23 (22) (39
Amortization of past service liability 9 10 27 30
Net outside director pension expense $ 50 $ 45 $ 15C $ 13E
Other Postretirement Benefit Plal
Service cos $ 10¢ $ 78 $ 30C $ 234
Interest cos 54 52 162 15€
Amortization of unrecognized lo: 10 - 30 -
Amortization of past service credit (21) (21) (63) (63)
Net other postretirement expense $ 143 $ 10¢ $ 42¢  $ 327

The Company previously disclosed in its ConsolidaéEeancial Statements for the year ended Dece®ibeR011 that it expects to contribute $0.5 milltonthe
Company’s Employee Pension Plan (the “Employee iBerRlan”) and $0.2 million to each of the Outsibigector Pension Plan (theéutside Director Pensit
Plan”) and the other postretirement benefit plding {Other Postretirement Benefit Plandi)ring the year ending December 31, 2012. As ofe®aiper 30, 2012, tl
Company has contributed $0.6 million to the EmpéofAension Plan, $66,000 to the Outside DirectosiBerPlan and $50,000 to the Other Postretiremene
Plans. As of September 30, 2012, the Company léseckits expected contribution for the Employeadien Plan to $0.7 million for the year ending Daber 31
2012. As of September 30, 2012, the Company hagenisied its expected contributions for the Outdditector Pension Plan and the Other PostretirerBenefil
Plans for the year ending December 31, 2012.

10. Fair Value of Financial Instruments

The Company carries certain financial assets arahfial liabilities at fair value in accordancelwKSC Topic 825, “Financial Instruments” (“ASC To@25") anc
values those financial assets and financial ligédiin accordance with ASC Topic 820, “Fair VaMeasurements and Disclosures” (*“ASC Topic 82085C Topic
820 defines fair value as the price that would deeived to sell an asset or paid to transfer dlitialn an orderly transaction between market ggsants at th
measurement date, establishes a framework for megsfair value and expands disclosures aboutvfalue measurements. ASC Topic 825 permits entit
choose to measure many financial instruments andiceother items at fair value. At September 3012 the Company carried financial assets and ¢iai
liabilities under the fair value option with faialues of $57.6 million and $23.7 million, respeetix At December 31, 2011, the Company carriedfiie assets al
financial liabilities under the fair value optiorittvfair values of $68.7 million and $26.3 milliorespectively. During the nine months ended Sepeerd0, 2012, tF
Company did not elect to carry any additional ficiahassets or financial liabilities under the fa&lue option. The Company elected to measureiatédue
securities with a cost of $10.0 million that wereghased during the nine months ended Septemb&03Q,
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The following table presents the financial assats fanancial liabilities reported at fair value wrdhe fair value option, and the changes in falue included in tt
Consolidated Statement of Income — Net gain fromvielue adjustments, at or for the periods endeithdicated:

Fair Value Fair Value Changes in Fair Values For Items Measured at Falind
Measurements Measurements Pursuant to Election of the Fair Value Opt
at September 3 at December 3 Three Months Ende Nine Months Ende
(In thousands) 2012 2011 September 30, 20 September 30, 20 September 30, 20  September 30, 20
Mortgage-backed securitie $ 28,36 $ 37,787 $ 149 $ (159) $ @ars) s (554)
Other securitie 29,22¢ 30,94: 32t (364) 571 (1,139
Borrowed funds 23,70¢ 26,31 374 3,517 2,27¢ 5,03¢
Net gain from fair value adjustmer® @) $ 68 $ 299, % 267 $ 3,351

(1) The net gain from fair value adjustments preseimeithe above table does not include net gains €kjssf $0.1 million and ($0.9) million for the tle
months ended September 30, 2012 and 2011, respigcfiom the change in the fair value of intemesé caps/swap

(2) The net gain from fair value adjustments preseirtéte above table does not include net losse2 & fillion and $2.1 million for the nine monthsdex
September 30, 2012 and 2011, respectively, fronclih@ge in the fair value of interest rate capspsy

Included in the fair value of the financial assatsl financial liabilities selected for the fair waloption is the accrued interest receivable oapiyfor the relate
instrument. One pooled trust preferred securitgvier 90 days past due and the Company has stogpediray interest. The Company continues to accrughe
remaining financial instruments and reports, asrégt income or interest expense in the Consotidatatement of Income, the interest receivableagaple on th
financial instruments selected for the fair valpéian at their respective contractual rates.

The borrowed funds had a contractual principal amhof $61.9 million at September 30, 2012 and Démnd1, 2011. The fair value of borrowed funddudes
accrued interest payable of $0.1 million and $0ikian at September 30, 2012 and December 31, 2@kpectively.

The Company generally holds its earning assetgy ¢hian securities available for sale, to matuaitg settles its liabilities at maturity. Howevetirfvalue estimat:
are made at a specific point in time and are basetelevant market information. These estimatesiatoreflect any premium or discount that could tefom
offering for sale at one time the Compagntire holdings of a particular instrument. Actiogly, as assumptions change, such as interest aaid prepayments, 1
value estimates change and these amounts may cexsagily be realized in an immediate sale.

Disclosure of fair value does not require fair wainformation for items that do not meet the déifimi of a financial instrument or certain otherdfittial instrumen
specifically excluded from its requirements. Thésens include core deposit intangibles and othetaer relationships, premises and equipment, deaseom
taxes, foreclosed properties and equity.

Further, fair value disclosure does not attempitaioie future income or business. These items maydterial and accordingly, the fair value inforratpresente
does not purport to represent, nor should it besttoad to represent, the underlying “market” onétaise value of the Company.

Financial assets and financial liabilities reporédair value are required to be measured basesltber: (1) quoted prices in active markets fanidcal financie
instruments (Level 1); (2) significant other obsdle inputs (Level 2); or (3) significant unobsdaesinputs (Level 3).

A description of the methods and significant assiionp utilized in estimating the fair value of tBempany$ assets and liabilities that are carried at falue on
recurring basis are as follows:

Level 1 —where quoted market prices are available in avactiarket. The Company did not value any of itetser liabilities that are carried at fair value a
recurring basis as Level 1 at September 30, 20d Da&cember 31, 2011.
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Level 2 —-when quoted market prices are not available, faue is estimated using quoted market prices foilai financial instruments and adjusted for diéiece
between the quoted instrument and the instrumdangh&lued. Fair value can also be estimated Iygusricing models, or discounted cash flows. iRganodel:
primarily use markebased or independently sourced market parameténpuats, including, but not limited to, yield cusidnterest rates, equity or debt prices
credit spreads. In addition to observable manketrimation, models also incorporate maturity anshciow assumptions. At September 30, 2012, LeviekRidec
mortgage related securities, corporate debt aredest rate caps/swaps. At December 31, 2011, 2wetluded mortgage related securities, corporatat dni
interest rate caps.

Level 3 —when there is limited activity or less transpareaoyund inputs to the valuation, financial instrumseare classified as Level 3. At September 30220
December 31, 2011, Level 3 included trust prefesemlirities owned by and junior subordinated delsestissued by the Company.

The methods described above may produce fair véthagsnay not be indicative of net realizable vajueeflective of future fair values. While the Cpamy believe
its valuation methods are appropriate and congistiéh those of other market participants, the ofdifferent methodologies, assumptions and motietietermin
fair value of certain financial instruments couldguce different estimates of fair value at theoréipg date.

The following table sets forth the assets and littds that are carried at fair value on a recwrbasis, classified within Level 3 of the valuatisierarchy for th
period indicated:

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

Beginning balanc $ 563z $ 26,31:
Transfer into Level . - -
Net gain from fair value adjustmeof financial asset 104 -
Net gain from fair valuadjustment of financial liabilitie - (2,279
Decrease in accrued inter: (20 (323
Change in unrealized net gains included in othergrehensive income 37C -
Ending balance $ 6,09¢ $ 23,70¢
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The following table sets forth the assets and lit#s that are carried at fair value on a recyrirasis and the method that was used to determmémefair value, ¢
September 30, 2012 and December 31, 2011:

Quoted Prices

in Active Markets Significant Other Significant Other
for Identical Assets Observable Inputs Unobservable Inputs Total carried at fair value
(Level 1) (Level 2) (Level 3) on a recurring bas
September 3 December 3. September 3 December 3. September 3 December 3. September 3 December 3.
2012 2011 2012 2011 2012 2011 2012 2011
(in thousands
Assets:
Mortgage-backecSecurities $ - $ -% 728,53° $  747,28( $ - % - 728,53 747,28t
Other securitie - - 226,86. 59,61( 6,09¢ 5,63: 232,95¢ 65,24
Interest rate cap - - 41 35¢€ - - 41 35€
Total asset $ - % -9% 955,44.$ 807,25 $ 6,09¢ $ 5,637 $ 961,53 $ 812,88
Liabilities:
Borrowings $ - $ -$ 23,70¢ $ 26,31: $ 23,70¢ $ 26,31:
Interest rate swag - 2,54¢ - - - 2,54¢ -
Total liabilities $ - $ -$ 2,54¢ $ -$ 23,70¢ $ 26,31 $ 26,25 $ 26,31:

The following table sets forth the Company’s astieit are carried at fair value on a non-recurliagis and the method that was used to determiidahevalue, at
September 30, 2012 and December 31, 2011:

Quoted Prices

in Active Markets Significant Othe Significant Othel
for Identical Assets Observable Inputs Unobservable Inputs Total carried at fair value
(Level 1) (Level 2) (Level 3) on a nokrecurring basi:
September 3 December 3. September 3 December 3. September 3 December 3: September 3 December 3:
2012 2011 2012 2011 2012 2011 2012 2011
(in thousands
Assets:
Loans held for sal $ - $ -$ - $ -$ 8,78( $ -$ 8,78 $ =
Impaired loan: - - - - 58,85¢ 48,55! 58,85¢ 48,55¢
Other Real Estate Own - - - - 3,66( 3,17¢ 3,66( 3,17¢
Total assets $ - $ -$ -3 -3 71,29t $ 51,73¢ $ 71,29¢ 3 51,73¢

The Company did not have any liabilities that weaieried at fair value on a non-recurring basisegdt&mber 30, 2012 and December 31, 2011.

The estimated fair value of each material clasinahcial instruments at September 30, 2012 anccBéer 31, 2011 and the related methods and assumsptse
to estimate fair value are as follows:

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

The fair values of financial instruments that arersterm or reprice frequently and have little or rekrare considered to have a fair value that appratds carryin
value (Level 1).

FHLB-NY stock:

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

Securities Available for Sale:

Securities available for sale are carried at faiug in the Consolidated Financial Statements. Wlire is based upon quoted market prices (Leveput), wher
available. If a quoted market price is not avasalfir value is estimated using quoted marketegrior similar securities and adjusted for diffeesibetween tl

quoted instrument and the instrument being valleddl 2 input). When there is limited activity @sk transparency around inputs to the valuatiaurisies ar
classified as (Level 3 input).

-30-




PART | — FINANCIAL INFORMATION
FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)
Loans held for sale:
The fair value of non-performing loans held foresil estimated through bids received on the loadsas such, are classified as (Level 3 input).
Loans:

The estimated fair value of loans is estimated ibgalinting the expected future cash flows usingctireent rates at which similar loans would be m@adeorrower
with similar credit ratings and remaining matustigevel 3 input).

For non-accruing loans, fair value is generallynested by discounting managemengstimate of future cash flows with a discount @mmensurate with the r
associated with such assets or for collateral digr@rioans 85% of the appraised or internally esttiah value of the property.(Level 3 input).

Due to Depositors:

The fair values of demand, passbook savings, NOWhey market deposits and escrow deposits are, fitas, equal to the amount payable on demanthe
reporting dates (i.e. their carrying value) (LelelThe fair value of fixednaturity certificates of deposits are estimatediisgounting the expected future cash fl
using the rates currently offered for depositsiwfilar remaining maturities (Level 2 input).

Borrowings:

The estimated fair value of borrowings are estichdig discounting the contractual cash flows usittgrest rates in effect for borrowings with simitaaturities an
collateral requirements (Level 2 input) or usingarket-standard model (Level 3 input).

Interest Rate Caps:

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

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

OREO are carried at fair value less selling co3tse fair value is based on appraised value thr@ughrrent appraisal, or sometimes through annateeview
additionally adjusted by the estimated costs tbtkelproperty (Level 3 input).

Other Financial Instruments:

The fair values of commitments to sell, lend orrbar are estimated using the fees currently chaageqghid to enter into similar agreements, takirtg eccount th
remaining terms of the agreements and the preseditworthiness of the counterparties or on théveded cost to terminate them or otherwise setité e
counterparties at the reporting date. For fixa@d loan commitments to sell, lend or borrow, falues also consider the difference between cutessls of intere:
rates and committed rates (where applicable).

At September 30, 2012 and December 31, 2011, thedles of the above financial instruments appnate the recorded amounts of the related feesvane no
considered to be material.
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The following table sets forth the carrying amouaisl estimated fair values of selected financiatriments as well as assumptions used by the Comip
estimating fair value at September 30, 2012 anceBéeer 31, 2011:

September 30, 201 December 31, 201
Carrying Fair Carrying Fair
Amount Value Level 1 Level 2 Level 3 Amount Value
(in thousands
Assets:
Cash and due from ban $ 36,09¢ $ 36,09¢ $ 36,09¢ $ - 3 - 3 55,72 $ 55,72
Mortgage-backecSecurities 728,53 728,53 - 728,53 - 747,28t 747,28t
Other securitie 232,95¢ 232,95¢ - 226,86: 6,09¢ 65,24 65,24
Loans held for sal 8,78( 8,78( - - 8,78( - -
Loans 3,186,64! 3,408,58! - - 3,408,58i 3,228,88. 3,407 ,45.
FHLB-NY stock 35,00: 35,00: - 35,00: - 30,24¢ 30,24¢
Interest rate cap 41 41 - 41 - 35€ 35€
OREO 3,66( 3,66( - - 3,66( 3,17¢ 3,17¢
Total assets $ 4,231,72] $ 4,453,66! $ 36,09¢ $ 990,44: $ 3,427,12. $ 4,130,91. $ 4,309,48!
Liabilities:
Deposits $ 3,110,03! 3,168,920 $ 1,627,780 $ 1,541,14 $ - $ 3,146,24! $ 3,211,40
Borrowings 784,90t 832,47 - 808,77( 23,70¢ 685,13¢ 728,06
Interest rate swaps 2,54¢ 2,54¢ - 2,54¢ - - -
Total liabilities $ 3,8907,48 $ 4,00395 $ 1,627,78 $ 2,352,46! $ 23,70¢ $ 3,831,38. $ 3,939,447

11. Derivative Financial Instruments

At September 30, 2012, the Companylerivative financial instruments consist of pasd¢d options and swaps. The purchased optionssateta mitigate tt
Company’s exposure to rising interest rates ofirigncial liabilities without stated maturities. @iCompany’s swaps are used to mitigate the Compaxyposure 1
rising interest rates on a portion ($18.0 millie)ts floating rate junior subordinated debentutes have a contractual value of $61.9 million.

These derivatives are not designated as hedgebaseda combined notional amount of $118.0 millibrseptember 30, 2012. Changes in the fair valutnex
derivatives are reflected in “Net loss from faitueadjustments” in the Consolidated Statementsaafme.

The following table sets forth information regamglithe Company’s derivative financial instrumentSeptember 30, 2012:

September 30, 201

Cumulative
Notional Unrealized Net Gain
Amount  Purchase Pri Gain Loss (loss) Positiori!)

(In thousands

Interest rate cay $ 100,000 $ 9,03t $ -8 899 $ 41
Interest rate swaps 18,00( - - 2,54¢ (2,546
Total derivatives $ 118,000 $ 9,03t $ - % 1154 $ (2,505

(1) Derivatives in a net gain position are recordetCther assets” and derivatives in a net loss psiéire recorded as “Other liabilities” in the Cdidated
Statements of Financial Conditic
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The following table displays a summary of the teofithe interest rate caps and interest rate swapently held by the Company:

Interest Interest Interest Interest Interest
Rate Cap : Rate Cap . Rate Swap : Rate Swap . Rate Swap .
(Dollars in thousands
Notional Amount $ 50,00 $ 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 3.1&% 3.21% 3.22%
Adjustable rate paid kcounterparty 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 Statemenksanime for the periods indicated:

Three months ended Nine months ended
September 3( September 3(
(In thousands) 2012 2011 2012 2011
Financial Derivatives
Interest rate cay $ 52 $ (90¢) $ B19) s (2,08¢)
Interest rate swaps 192 - (2,546 -
Net gain (loss) $ 14C $ (909) $ (2,860 $ (2,086

12. Income Taxes

Flushing Financial Corporation files consolidategldéral and combined New York State and New Yorly @itome tax returns with its subsidiaries, witle
exception of the Trusts, which file separate Fddemmme tax returns, and Flushing Preferred Fupd@orporation, which files a separate Federal aad Nork
State income tax return as a real estate investmest

Income tax provisions are summarized as follows:

For the Three months For the Nine months
ended September 2 ended September 2
(In thousands) 2012 2011 2012 2011
Federal:
Current $ 457¢ % 495¢ $ 12,807 $ 13,82t
Deferred (35 14C (409 (250
Total federal tax provision 4,54 5,09¢ 12,40: 13,57¢
State and Loca
Current 1,46( 1,56¢ 3,79 4,31¢
Deferred (15) 93 (131) (86)
Total state and local tax provision 1,44¢ 1,657 3,662 4,23(
Total income tax provisio $ 598t $ 6,75¢ $ 16,06¢ $ 17,80¢
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The income tax provision in the Consolidated Statetsi of Income has been provided at effective rate9.0% and 40.0% for the three months endedeBeps
30, 2012 and 2011, respectively, and 39.0% and8%06 the nine months ended September 30, 2012@bd, respectively.

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

For the three months For the nine months
ended September 3 ended September 3
(dollars in thousands) 2012 2011 2012 2011
Taxes at federal statutory re $ 537 35.% $ 5,91; 35.(% $ 14,41¢ 35.(% 15,74« 35.(%
Increase (reduction) in taxes resulting frc
State and local income tax, net of Fed:
income tax benef 93¢ 6.1 1,07¢ 6.4 2,38( 5.8 2,75( 6.1
Other (329 (2.1) (239) (1.4) (734) 1.8 (689 (1.5
Taxes at effective rate $ 5,98¢ 39.(% $  6,75¢ 40.(% $ 16,06: 39.(% $ 17,80¢ 39.6%

The Company has recorded a deferred tax asset308 $3llion at September 30, 2012, which is incldidie “Other liabilities”in the Consolidated Statement:
Financial Condition. This represents the anticipatet federal, state and local tax benefits expleittée realized in future years upon the utilzzatdf the underlyin
tax attributes comprising this balance. The Compaay reported taxable income for federal, statd,lacal tax purposes in each of the past threalfigears. |
management’s opinion, in view of the Company’s as, current and projected future earnings treinel,probability that some of the Compas$36.2 milliot
deferred tax liability can be used to offset a jporof the deferred tax asset, as well as certairptanning strategies, it is more likely than tiatt the deferred ti
asset will be fully realized. Accordingly, no valizen allowance was deemed necessary for the defeaxeasset at September 30, 2012.

13. Accumulated Other Comprehensive Income:

The components of accumulated other comprehensiegarie at September 30, 2012 and December 31, 2@fithe changes during the periods are as follows:

Other
September 3 Comprehensiv December 3.
2012 Income (loss 2011
(In thousands
Net unrealized gain on securitiavailable for sals $ 20,36F $ 8,68¢ $ 11,67¢
Net actuarial loss on pension plans other postretirement benef (6,76 447 (7,21¢)
Prior service cost on pensiplans and other postretirement bene 331 (19 35C
Accumulated other comprehensive incc $ 13,927 $ 9,11¢ $ 4,81°%

14. Regulatory

The Federal Deposit Insurance Corporation Improverdet of 1991 (“FDICIA”) imposes a number of mandatory supervisory measuresanks and thr
institutions. Among other matters, FDICIA estabdishfive capital zones or classifications (webitalized, adequately capitalized, undercapgdlizignificantl
undercapitalized and critically undercapitalize®ijich classifications are used by the Office of@oenptroller of the Currency (“*OCC’3nd other bank regulatc
agencies to determine matters ranging from eaditutisn’s quarterly FDIC deposit insurance premium assastsmé& approvals of applications authori:
institutions to grow their asset size or otherwéspand business activities. Under capital reguiatidhe Savings Bank is required to comply withheaf thret
separate capital adequacy standards.
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At September 30, 2012, the Savings Bank exceedd#ddaddhe three capital requirements and is caiegias “well-capitalized” under the prompt correetaction
regulations. Set forth below is a summary of theiggs Bank’s compliance:

(Dollars in thousands) Amount _ Percent of Asse
Core Capital:
Capital level $ 421,14¢ 9.6%%
Well capitalizec 217,29: 5.0C
Excess 203,85: 4.6¢€
Tier 1 Risk-Based Capital:
Capital level $ 421,14 14.3%
Well capitalizec 175,69: 6.0C
Excess 245,45; 8.3¢
Risk-Based Capital:
Capital level $ 451,83 15.4%
Well capitalizec 292,80: 10.0¢
Excess 159,02¢ 5.4z

15. New Authoritative Accounting Pronouncements

In April 2011, the FASB issued ASU No. 2011-03, ghhiamends the authoritative accounting guidancemuA&C Topic 860 ‘Transfers and Servicing The
amendments in this update remove from the assesoheffective control (1) the criterion requirinige transferor to have the ability to repurchaseedeem th
financial assets on substantially the agreed teewen in the event of default by the transferee(@ndhe collateral maintenance implementation gnge related
that criterion. The amendments in this updateedfiective for the first interim or annual perioddgirening on or after December 15, 2011 and should@iec
prospectively to transactions or modifications xieng transactions that occur on or after thedffe date. Early adoption is not permitted. Admpof this updat
did not have a material effect on the Company’ssotidated results of operations or financial capdit

In May 2011, the FASB issued ASU No. 2011-04, whachends the authoritative accounting guidance uA&E Topic 820 “Fair Value Measurement The
amendments in this update clarify how to measucedasclose fair value under ASC Topic 820. The asneents in this update are effective for the firgeiim o
annual period beginning on or after December 1312ihd should be applied prospectively to transastor modifications of existing transactions thed¢ur on ¢
after the effective date. Early adoption is nothpieted. Adoption of this update did not have a mateffect on the Company’consolidated results of operation
financial condition.

In June 2011, the FASB issued ASU No. 2011-05, wkimends the authoritative accounting guidance uA&E Topic 220 “Comprehensive Incomé The
amendments eliminate the option to present comgsreérother comprehensive income in the statemestogkholders’equity. Instead, the new guidance reqt
entities to present all nonowner changes in stddens’ equity either as a single continuous statemenbofprehensive income or as two separate but corige
statements. The amendments in this update aretieffefor the first interim or annual period begingion or after December 15, 2011 and must be &
retrospectively. Early adoption is permitted. Adoptof this update did not have a material effectttve Company consolidated results of operations or finai
condition. See the Consolidated Statements of Cehgmsive Income.
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In September 2011, the FASB issued ASU No. 2010ich amends the authoritative accounting guidamer ASC Topic 350 Intangibles -Goodwill anc
Other.” The amendments in the update permit an entityrtb &issess qualitative factors to determine wheathisrmore likely than not that the fair value a
reporting unit is less than its carrying amountdsasis for determining whether it is necessanyetdorm the twostep goodwill impairment test described in Tt
350. The more-likely-thanot threshold is defined as having a likelihoodnafre than 50 percent. The amendments in this updateffective for annual and inte
goodwill impairment tests performed for fiscal y&dreginning after December 15, 2011. Early adopsopermitted, including for annual and interim dudil
impairment tests performed as of a date beforeeBdmr 15, 2011, if an entityfinancial statements for the most recent annuaiterim period have not yet be
issued. Adoption of this update did not have a nalteffect on the Company’s consolidated resultsperations or financial condition.

16. Subsequent Events

On October 29 and 30, 2012, the New York City nyadfitan area suffered severe damage from HurriGamely. The Company continues to assess the impt
storm on the Company's facilities, operations amstamers in the affected areas and what impaahyif the storm could have on the Company's restitiperation
for the fourth quarter of 2012.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF OPERATIONS

This Quarterly Report should be read in conjunctidth the more detailed and comprehensive discksincluded in our Annual Report on Form K @er the yea
ended December 31, 2011. In addition, please ta&lsection in conjunction with our Consolidateth&ncial Statements and Notes to Consolidated Kirzd
Statements contained herein.

As used in this Quarterly Report, the words “weys,” “our” and the “Companyare used to refer to Flushing Financial Corporatiod its direct and indire
wholly-owned subsidiaries, Flushing Savings BarBBRthe “Savings Bank”), Flushing Commercial Battie(“Commercial Bank,and together with the Savir
Bank, the “Banks”), Flushing Preferred Funding Gugtion, Flushing Service Corporation and FSB Prtigs Inc.

Statements contained in this Quarterly Reportirgab plans, strategies, objectives, economicgoerénce and trends, projections of results of §peattivities o
investments and other statements that are notigésos of historical facts may be forwalabking statements within the meaning of SectioA 27 the Securitie
Act of 1933 and Section 21E of the Securities ErgeaAct of 1934. Forwarlboking information is inherently subject to riskad uncertainties and actual res
could differ materially from those currently angiaied due to a number of factors, which includé aoe not limited to, factors discussed elsewherthis Quarterl
Report and in other documents filed by us with$eeurities and Exchange Commission from time te timcluding, without limitation, our Annual Repam Forn
10-K for the year ended December 31, 2011. Forhaoking statements may be identified by terms sagtimay,” “will,” “should,” “could,” “expects,” “phns,”
“intends,” “anticipates,” “believes,” “estimatesfredicts,” “forecasts,” “potential” or “continuedr similar terms or the negative of these termghdigh we believ
that the expectations reflected in the forwkooking statements are reasonable, we cannot dgearafuture results, levels of activity, performanct
achievements. We have no obligation to updatestfasvard-looking statements.

Executive Summary

We are a Delaware corporation organized in May 18%#e direction of the Savings Bank. The SaviBgsk was organized in 1929 as a New York Stateterea
mutual savings bank. In 1994, the Savings Bank edad to a federally chartered mutual savings lzentkchanged its name from Flushing Savings Baifushing
Savings Bank, FSB. The Savings Bank converted faoiederally chartered mutual savings bank to arédlgechartered stock savings bank in 1995. On 21l
2011, as a result of the Dodd-Frank Wall StreebRefand Consumer Protection Act, the Savings Bapkimary regulator became the Office of the Cooifer of
the Currency (“OCC"). The Banks’ deposits are mesuto the maximum allowable amount by the Fedbeglosit Insurance Corporation (“FDIC"The priman
business of Flushing Financial Corporation at timee is the operation of its wholly owned subsigiahe Savings Bank. The Savings Bank owns fousisiidries
Flushing Commercial Bank, Flushing Preferred Fugdiorporation, Flushing Service Corporation and F8Bperties Inc. In November 2006, the Savings
launched an internet branch, iGObanking.&rnThe activities of Flushing Financial Corporatioe @rimarily funded by dividends, if any, receivedm the Savinc
Bank, issuances of junior subordinated debt anghisses of equity securities. Flushing FinancialpBoations common stock is traded on the NASDAQ Gli
Select Market under the symbol “FFIC.”

On October 11, 2012, the Savings Bank filed anieatidn with the New York State Department of FiciahServices (“NYSDFS"Jo combine with the Commerc
Bank which will have the effect of converting thavigs Bank from a federally-chartered savings iark New York Statehartered commercial bank. Prior tc
simultaneously with the combination, Flushing Comeiad Bank’s charter will be amended such that@wenmercial Bank will become a fudkervice commerci
bank, rather than a limited purpose commercial bautiich it currently is, and its name will be chadgo “Flushing Bank."The Savings Bank also filed a notice
the proposed combination and charter change wigh@ICC, and filed an application with respect to twenbination with the Federal Deposit Insur:
Corporation. In due course, the Company will liadian application with the Federal Reserve tongeafrom a savings and loan holding company tord balding
company under federal banking laws in connectidh tie transaction.

Subject to receiving the necessary regulatory agspthe Savings Bank and the Commercial Bankbeiltombined, and the resulting combined institutid! be ¢
full service New York State-chartered commerciailbaperating under the name “Flushing Bardntl the Company will be a bank holding company uttue Banl
Holding Company Act of 1956, as amended. Afterabmbination, the NYSDFS, which is currently thev@ary regulator of the Commercial Bank, will becothe
primary regulator of the combined bank, FlushinqiBaand the FDIC, which is currently the primargédeal regulator of the Commercial Bank, will becothe
primary federal regulator of Flushing Bank. Thel&ml Reserve will remain the Compasygrimary federal regulator. The transaction igeeted to be complet
in either the fourth quarter of 2012 or the firatater of 2013.
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Our principal business is attracting retail deofibm the general public and investing those diépdsgether with funds generated from ongoing afens an
borrowings, primarily in (1) originations and puases of multi-family residential properties andibess loans and, to a lesser extent, onfedofamily (focusing o
mixed-use properties, which are properties that contaith wesidential dwelling units and commercial unignd commercial real estate mortgage loans
construction loans, primarily for residential prapes; (3) Small Business Administration (“SBA”)dos; (4) mortgage loan surrogates such as morusge
securities; and (5) U.S. government securitiespa@te fixedincome securities and other marketable securités.also originate certain other consumer I
including overdraft lines of credit.

Our results of operations depend primarily on ntrest income, which is the difference betweerinbeme earned on its interesarning assets and the cost of
interest-bearing liabilities. Net interest inconsettie result of our interest rate margin, whickhis difference between the average yield earneithtenestearning
assets and the average cost of interest-bearipigjitiess, adjusted for the difference in the averdglance of interestarning assets compared to the average b
of interest-bearing liabilities. We also generatenimterest income from loan fees, service chargesdeposit accounts, mortgage servicing fees, andr
fees, income earned on Bank Owned Life InsuranB®[1”), dividends on Federal Home Bank of New Yd@tEHLB-NY”) stock and net gains and losses on
of securities and loans. Our operating expensesistoprincipally of employee compensation and bigsebccupancy and equipment costs, other genewd
administrative expenses and income tax expenseré3utts of operations also can be significantfeaéd by our periodic provision for loan losses apecific
provision for losses on real estate owned.

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

« continue our emphasis on the origination of r-family residential mortgage loar
« transition from a traditional thrift to a mo‘commercie-like’ banking institution
« increase our commitment to the multi-cultural mégplace, with a particular focus on the Asian comityuim Queens;
« maintain asset quality;
« manage deposit growth and maintain a low cost mdduthrough
. business banking deposi
. municipal deposits through government banking,
. new customer relationships via iGObanking.®;
« cross sell to lending and deposit customers;
« take advantage of market disruptions to attraentaind customers from competitors;
« manage interest rate risk and capital: and
« manage enterprise-wide risk.
There can be no assurance that we will be abléedotively implement this strategy. Our strateggubject to change by the Board of Directors.
Our investment policy, which is approved by the Bloaf Directors, is designed primarily to manage ithiterest rate sensitivity of our overall asseis labilities, tc
generate a favorable return without incurring unohierest rate risk and credit risk, to complemaunt lending activities and to provide and maintéguidity. In
establishing our investment strategies, we considerbusiness and growth strategies, the economitaament, our interest rate risk exposure, otergst rat
sensitivity “gap” position, the types of securitiesbe held and other factors. We classify our $twent securities as available for sale.
We carry a portion of our financial assets andrfaial liabilities at fair value and record changresheir fair value through earnings in norterest income on o

Consolidated Statements of Income and Comprehemsdgeme. A description of the financial assets &indncial liabilities that are carried at fair velthroug!
earnings can be found in Note 9 of the Notes tdbesolidated Financial Statements.
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Credit quality improved during the third quarter2ff12 as we saw reductions in all areas of prob@ans. Nonperforming loans decreased by $11.4 millior
10%, to $100.8 million. Loans delinquent over 39sidecreased $12.2 million, or 7%, during the tljudrter, and are at their lowest level since Hirel tquarter ¢
2009. Loans delinquent over 90 days decreased $1i#lion, or 13%, and are at their lowest levelcgirthe first quarter of 2010. Classified assetsaitidized asse
continued their improving trend that began oveearyago, which resulted in a 9% reduction in thesgegories in the third quarter of 2012, a 20% cédn in the
nine months ended September 30, 2012, and a 28%tienl since December 31, 2010.

Our net interest margin for the third quarter ol2@vas 3.62%, an increase of two basis points 8d80% in the third quarter of 2011, but a decredssx basi
points from 3.68% in the second quarter of 2012cliling prepayment penalty income received ondaard mortgagbacked securities, our net interest margil
the third quarter of 2012 was 3.48%, a decreadd dfasis points from 3.59% for the second quarft@0t62. While we saw a decrease in our fundingscogfoul
basis points for the quarter, excluding prepaynmsmalty income, the yield on interesarning assets decreased 16 basis points. In tfientunterest ra
environment, new loans and securities are addedtes well below our portfolio average yield, arighler yielding loans and securities are prepaice &«
experienced significantly higher than average #gtim loans refinancing during the third quartér2012, which further reduced the yield on our Igemtfolio. Ir
addition, an increase in the average balance efdat-earning deposits reduced our net interesgimby two basis points.

We recorded a provision for loan losses of $16 Maniduring the nine months ended September 3022&hich was an increase of $1.0 million from $1&illion
recorded during the nine months ended Septembe2@(,. The provision was deemed necessary auilt oéshe regular quarterly analysis of the allowa fo
loan losses. The regular quarterly analysis ietham managemestevaluation of the risks inherent in the varioosiponents of the loan portfolio and other fac
including historical loan loss experience (whictugdated quarterly), changes in the composition\aidme of the portfolio, collection policies angperience
trends in the volume of non-accrual loans and lacdl national economic conditions. See “~ALLOWANEEGR LOAN LOSSES.”

The Savings Bank continues to be well-capitalizeden regulatory requirements, with Core, Tier k-based and Total riskased capital ratios of 9.69%, 14.Z
and 15.43%, respectively, at September 30, 2012.

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

General. Net income for the three months ended Septembe2@®I® was $9.4 million, a decrease of $0.8 million7.7%, compared to $10.2 million for the tt
months ended September 30, 2011. Diluted earmirggommon share were $0.31 for the three montisceSeptember 30, 2012, a decrease of $0.02, @,
from $0.33 for the three months ended Septembe2(0,. Return on average equity was 8.7% fortliheetmonths ended September 30, 2012 compare@%ofé:
the three months ended September 30, 2011. Retamerage assets was 0.9% for the three monthdsegizded September 30, 2012 and 2011.

Interest Income. Total interest and dividend income decreased #8llion, or 5.6%, to $53.2 million for the threeomths ended September 30, 2012 from §
million for the three months ended September 30,120 he decrease in interest income was attribeitetbh 35 basis point decline in the yield of iegtearning
assets to 5.12% for the three months ended Septe8@p2012 from 5.47% in the comparable prior y@Eaiod combined with a $30.4 million decrease mdkerag
balance of total loans to $3,175.3 million for theee months ended September 30, 2012, from $& 208lion for the comparable prior year period. €T85 basi
point decline in the yield of interestrning assets was primarily due to a 31 basist peduction in the yield of the loan portfolio tc65% for the three mont
ended September 30, 2012 from 5.96% for the th@eths ended September 30, 2011, combined withkegi8 point decline in the yield on total secusitie 3.599
for the three months ended September 30, 2012 &#®T% for the comparable prior year period. In &ddj the yield of interestarning assets was negativ
impacted by a $88.6 million increase in the avelzgances of the lower yielding securities portfdbr the three months ended September 30, 20krapared t
the comparable prior year period. These factors réduced the yield were partially offset by a $liillion decrease in the average balance of loyigiding
interestearning deposits to $56.8 million for the three therended September 30, 2012 from $74.4 milliortHercomparable prior year period. The 31 basist
decrease in the yield of the loan portfolio wasnariily due to the current interest rate environmastnew loans are added at rates well below théopo averag
yield, and higher yielding loans are prepaid. dldiion, we experienced significantly higher tharermage activity in loans refinancing during therdhguarter ¢
2012. The yield on the mortgage loan portfolio dased 12 basis points to 5.73% for the three manmitied September 30, 2012 from 5.85% for the threxeth:
ended June 30, 2012. The yield on the mortgageposfolio, excluding prepayment penalty incomecr@ased 34 basis points to 5.60% for the threehe@nde
September 30, 2012 from 5.94% for the three moertided September 30, 2011. The 48 basis point dexihedhe securities portfolio yield was primadlye to th
purchase of new securities at lower yields tharettisting portfolio.
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Interest Expense. Interest expense decreased $3.6 million, or 18t89$15.6 million for the three months ended Sapker 30, 2012 from $19.2 million for t
three months ended September 30, 2011. The dedreemerest expense was due to the reductiondrctst of interedpearing liabilities, which decreased 38 b
points to 1.65% for the three months ended SepteBM®e2012 from 2.03% for the comparable prior y@aiod. The 38 basis point decrease in the costtefest-
bearing liabilities was primarily attributable toet Bank reducing the rates it pays on its depasiiycts and a reduction in the cost of borrowedi$uThe cost
certificates of deposit, money market accountsinggvaccounts and NOW accounts decreased 22 haists, 85 basis points, 41 basis points and 1%hasints
respectively, for the three months ended Septe®®e?012 from the comparable prior year periodis Tesulted in a decrease in the cost of due tosieps of 2!
basis points to 1.36% for the three months endgdeS8wer 30, 2012 from 1.62% for the three montrdedrSeptember 30, 2011. The cost of borrowed
decreased 101 basis points from the comparable ye#r period to 2.82% for the three months endegte®nber 30, 2012. This decrease in the cost sbwer
funds was primarily due to maturing borrowings lgemneplaced at lower rates and new borrowings beltgined at lower rates, and adjustable rate bangze
resetting to a lower rate during the three montited September 30, 2012.

Net Interest Income. For the three months ended September 30, 201 htaeest income was $37.6 million, an increas®®b million, or 1.3%, from $37.1 millic
for the three months ended September 30, 2011lirthease in net interest income was attributabke ttoree basis point increase in the inetrest spread to 3.4
for the three months ended September 30, 2012 &dd% for the three months ended September 30,, 2@tibined with an increase of $40.7 million in
average balance of interesarning assets to $4,157.8 million for the threentin® ended September 30, 2012 from $4,117.1 mifborthe comparable prior ye
period. The yield on interesarning assets decreased 35 basis points to 5dra¥#efthree months ended September 30, 2012 fréi¥/bfor the three months enc
September 30, 2011. However, this was more thaeoffy a decline in the cost of funds of 38 baeistp to 1.65% for the three months ended SepteBhe201.
from 2.03% for the comparable prior year periode Het interest margin improved two basis point8.62% for the three months ended September 30, 2641
3.60% for the three months ended September 30,. 84duding prepayment penalty income from loand amortgagebacked securities, the net interest me
would have decreased six basis points to 3.48%&three months ended September 30, 2012 fron¥@férthe three months ended September 30, 2011.

Provision for Loan Losses. A provision for loan losses of $5.0 million was eeted for the three months ended September 30, 2@i2h was the same as t
recorded for the three months ended September@a,. 2During the three months ended September B, 2nonperforming loans decreased $11.4 milliol
$100.8 million from $112.2 million at June 30, 20Nkt chargesffs for the three months ended September 30, 206th?ed $5.2 million, or 66 basis points
average loans. During the three months ended Sbpted@, 2012, the Bank sold 28 non-performing lparith a book value of $17.6 million. The curreaah-to-
value ratio for our noperforming loans collateralized by real estate 884% at September 30, 2012. When we have obtairgakrties through foreclosure,

have been able to quickly sell the properties aiwarts that approximate book value. We anticipaaé wre will continue to see low loss content in [mam portfolio
The Bank continues to maintain conservative undéngrstandards. However, given the level of rpamforming loans, the current economic uncertasnt@nd th
chargeeffs recorded in the third quarter of 2012, managetmas a result of the regular quarterly analgsithe allowance for loans losses, deemed it necgde
record a $5.0 million provision for possible loasdes in the third quarter of 2012. See “-ALLOWANBER LOAN LOSSES.”

Non-Interest Income . Non-interest income for the three months ended SepteBhe2012 was $3.5 million, a decrease of $0.8oniffrom $4.3 million for th
three months ended September 30, 2011. The deciea®ninterest income was primarily due to a $1.3 millidecrease in net gains recorded from fair \
adjustments, partially offset by a $0.7 million d&gse in other-than-temporary impairment (“OTTdRarges recorded during the three months endee@8bpt 3(
2012 from the comparable prior year period.
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Non-Interest Expense. Non-interest expense was $20.7 million for the threenttmd ended September 30, 2012, an increase ofn§illiBn, or 6.4%, from $19.
million for the three months ended September 3Q12The increase was primarily due to the growtthefBank over the past year, which included thenom of :
new branch in January 2012. Salaries and benefit®ased $1.0 million for the three months endeute®eber 30, 2012 compared to the three months
September 30, 2011 primarily due to the opening éw branch in 2012, an increase in stock basepeonsation expense and increased employee besgitnse
In addition, other operating expense and other estdte owned/foreclosure expense increased $Ui8mand $0.1 million, respectively. The efficignecatio wa:
51.3% for the three months ended September 30, @Xhpared to 48.3% for the three months ended Bdyete30, 2011.

Income before Income Taxes. Income before the provision for income taxes desgrda1.6 million, or 9.2%, to $15.4 million for tfeee months ended Septen
30, 2012 from $16.9 million for the three monthsleth September 30, 2011 for the reasons discussed.ab

Provision for Income Taxes. Income tax expense decreased $0.8 million to $@ldmfor the three months ended September 302Z0dm $6.8 million for th
three months ended September 30, 2011. The eféetetivrate was 39.0% and 40.0% for the three manmitied September 30, 2012 and 2011, respectively.

COMPARISON OF OPERATING RESULTS FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2012 AND 2011

General. Net income for the nine months ended SeptembeR@R was $25.1 million, a decrease of $2.0 millien7.5%, compared to $27.2 million for the r
months ended September 30, 2011. Diluted earniagsgmmon share were $0.82 for the nine monthsceSdptember 30, 2012, a decrease of $0.06, or 6861
$0.88 for the nine months ended September 30, ZR4tLirn on average equity was 7.9% for the nineth®anded September 30, 2012 compared to 9.1%4d
nine months ended September 30, 2011. Return oagavassets was 0.8% for the nine months endedrSket 30, 2012 and 2011.

Interest Income. Total interest and dividend income decreased &ifll®n, or 4.6%, to $162.0 million for the nineomths ended September 30, 2012 from $1
million for the nine months ended September 30,120he decrease in interest income was attributibbe 28 basis point decline in the yield of ingg®arning
assets to 5.24% for the nine months ended SepteBdhe012 from 5.52% in the comparable prior yezniqu. The decrease in the yield was partially eiffsy ¢
$24.2 million increase in the average balance wfr@stearning assets to $4,125.5 million for the nine therended September 30, 2012 from $4,101.2 mifte
the comparable prior year period. The 28 basistmi#oline in the yield of interestarning assets was primarily due to a 23 basig pedtuction in the yield of tt
loan portfolio to 5.75% for the nine months endegt8mber 30, 2012 from 5.98% for the nine montldedrSeptember 30, 2011, combined with a 49 basig
decline in the yield on total securities to 3.6586the nine months ended September 30, 2012 frarAvd for the comparable prior year period. In additithe yiel
of interestearning assets was negatively impacted by a $3Bli@mdecrease in the average balance of the higietding loan portfolio for the nine months en
September 30, 2012 and a $78.6 million increagbeénaverage balances of the lower yielding seesritiortfolio for the nine months ended September2802
These factors that reduced the yield were partatfiset by a $20.5 million decrease in the avetzaance of lower yielding interesarning deposits to $43.9 milli
for the nine months ended September 30, 2012 f&4mdmillion for the comparable prior year peridtie 23 basis point decrease in the loan portfols mrimarily
due to the current interest rate environment, asloans are added at rates well below the portfalierage yield, and higher yielding loans are pepln addition
we experienced a significantly higher than aver@g#ity in loans refinancing during the third gtearof 2012. The 49 basis point decrease in thergies portfolic
was primarily due to new securities being purchagddwer yields than the existing portfolio. Thielg on the mortgage loan portfolio decreased 22shgoints t
5.84% for the nine months ended September 30, #@h2 6.06% for the nine months ended September28@1. The yield on the mortgage loan portfi
excluding prepayment penalty income, decreaseda®is lpoints to 5.71% for the nine months endede®aptr 30, 2012 from 5.98% for the nine months e
September 30, 2011.

Interest Expense. Interest expense decreased $10.0 million, dr%7to $48.8 million for the nine months ended 8eqiter 30, 2012 from $58.8 million for the r
months ended September 30, 2011. The decreasteiaghexpense was due to the reduction in theofasterestbearing liabilities, which decreased 35 basis g
to 1.72% for the nine months ended September 32 #0m 2.07% for the comparable prior year peribide 35 basis point decrease in the cost of intéearing
liabilities was primarily attributable to the Banéducing the rates it pays on its deposit prodddis. cost of certificates of deposit, money madetounts, savin
accounts and NOW accounts decreased 16 basis ,p2intssis points, 40 basis points and 21 basigtaiespectively, for the nine months ended Septer80
2012 from the comparable prior year period. Tleisutted in a decrease in the cost of due to depssiff 22 basis points to 1.39% for the nine morghde!
September 30, 2012 from 1.61% for the nine montldeé September 30, 2011. The cost of borrowed fdadseased 108 basis points to 3.12% for the niorethn
ended September 30, 2012 from 4.20% for the ninetlnscended September 30, 2011 with the averagadmaiacreasing $56.6 million to $749.9 million the nine
months ended September 30, 2012 from $693.3 miftiotthe nine months ended September 30, 2011d&beease in the cost of borrowed funds was prignelrik
to maturing borrowings being replaced at lowergated new borrowings being obtained at lower rated,to a lesser extent adjustable rate borrowieggtting to
lower rate during the three months ended SepteB8the2012.
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Net Interest Income . For the nine months ended September 30, 2012nteeest income was $113.2 million, an increab822 million, or 2.0%, from $111
million for the nine months ended September 30,120he increase in net interest income was attfiiatto a seven basis point increase in theéntetest spread
3.52% for the nine months ended September 30, #0t? 3.45% for the nine months ended Septembe2@0], combined with an increase of $24.2 milliotthe
average balance of interesirning assets to $4,125.5 million for the nine therended September 30, 2012 from $4,101.2 miftiwrthe comparable prior ye
period. The yield on interestarning assets decreased 28 basis points to 5@4%efnine months ended September 30, 2012 fr6@¥&for the nine months enc
September 30, 2011. However, this was more thaeDly a decline in the cost of funds of 35 baseistp to 1.72% for the nine months ended Septerdbep01:
from 2.07% for the comparable prior year periode Tet interest margin improved five basis point8.@6% for the nine months ended September 30, #0ii
3.61% for the nine months ended September 30, Z4duding prepayment penalty income on loans andgagebacked securities, the net interest margin w
have been 3.54% for the nine months ended Septe30b@012, a one basis point decline from the ninaths ended September 30, 2011.

Provision for Loan Losses. A provision for loan losses of $16.0 million wasorded for the nine months ended September 3@, 2¢hich was an increase of §
million from $15.0 million recorded in the nine mba ended September 30, 2011. During the nine reoatided September 30, 2012, mpenforming loan
decreased $16.6 million to $100.8 million from $Xltillion at December 31, 2011. Net chadggfts for the nine months ended September 30, 20ti2ed $15.
million, or 65 basis points of average loans. Dgrihe nine months ended September 30, 2012, thk 8#d 60 norperforming loans, with a book value of $2
million. The current loan-to-value ratio for our mperforming loans collateralized by real estate W8s1% at September 30, 2012. When we have obi
properties through foreclosure, we have been albdgickly sell the properties at amounts that axipnate book value. We anticipate that we will cong to see lo
loss content in our loan portfolio. The Bank conére to maintain conservative underwriting standdtdsvever, given the level of ngrerforming loans, the curre
economic uncertainties, and the chao@fs-recorded during the nine months ended SepteBthe2012, management, as a result of the reguiarterly analysis
the allowance for loans losses, deemed it necessaecord a $16.0 million provision for possibtah losses for the nine months ended Septemb&03Q, See “-
ALLOWANCE FOR LOAN LOSSES.”

Non-Interest Income. Non-dinterest income for the nine months ended Septe®®e2012 was $6.5 million, a decrease of $0.8ionillor 11.0% from $7.3 millic
for the nine months ended September 30, 2011. €beedse was primarily due to a $1.5 million de@éasiet gains recorded form fair value adjustmepustially
offset by a $0.8 million decrease in OTTI chargesorded for the nine months ended September 3@, f26rh the comparable prior year period.

Non-Interest Expense. Nondinterest expense was $62.5 million for the nine therended September 30, 2012, an increase of $lidnmor 7.1%, from $58.
million for the nine months ended September 30120he increase was primarily due to the growtthefBank over the past year, which included thenopeof ¢
new branch in January 2012. Salaries and benefit®ased $2.8 million for the nine months endedteBeper 30, 2012 compared to the nine months ¢
September 30, 2011 primarily due to the opening wéw branch in January 2012, an increase in &tas&d compensation expense and increased empleyefit:
expense. Other operating expense for the nine marttied September 30, 2012 increased $1.2 miltiamegly due to $0.4 million in net losses recordeam the
sale of other real estate owned (“ORE@Uring the nine months ended September 30, 201paad to $0.3 million in net gains from the sal€d®EO recorde
during the nine months ended September 30, 201Ahdthtion, other real estate owned/foreclosure es@encreased $0.6 million in the nine months e
September 30, 2012 compared to the nine monthsdeB8dptember 30, 2011. The efficiency ratio was %1far the nine months ended September 30,
compared to 49.2% for the nine months ended Segte&th 2011.
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Income before Income Taxes. Income before the provision for income taxes desgda3.8 million, or 8.4%, to $41.2 million for thine months ended Septenr
30, 2012 from $45.0 million for the nine months ed&eptember 30, 2011 for the reasons discussed.abo

Provision for Income Taxes. Income tax expense decreased $1.7 million, or @8%16.1 million for the nine months ended Septan8fe 2012 from $17
million for the nine months ended September 30,120The effective tax rate was 39.0% and 39.6%tlier nine months ended September 30, 2012 and
respectively.

FINANCIAL CONDITION

Assets.  Total assets at September 30, 2012 were $4,380i6rman increase of $92.5 million, or 2.2%, frc&#4,287.9 million at December 31, 2011. Total lo
net decreased $42.6 million, during the nine moetided September 30, 2012 to $3,156.0 million f&#198.5 million at December 31, 2011. Loan origore
and purchases were $433.2 million for the nine momnded September 30, 2012, an increase of $1&E0iGn from $283.3 million for the nine months e
September 30, 2011. During the nine months endpte®der 30, 2012, we continued to focus on tharaimn of multifamily properties and business loans wi
full relationship and deemphasize nowner occupied commercial real estate and congirutgnding. Loan applications in process haveaieed strong, totalir
$198.0 million at September 30, 2012 compared 88l million at December 31, 2011 and $214.4 nmilkd September 30, 2011.

The following table shows loan originations andghases for the periods indicated. The table inddodan purchases of $3.5 million and $14.5 millionthe nine
months ended September 30, 2012 and 2011, resggciihere were no loans purchased during the tim@ghs ended September 30, 2012 and 2011.

For the three montt For the nine month

ended September 2 ended September 2

(In thousands 2012 2011 2012 2011
Multi-family residentia $ 69,29¢ $ 61,03¢ $ 211,05: $ 161,51¢
Commercial real esta 1,94: 4,05( 21,75¢ 7,062
One-to-four family — mixec-use propert 3,47¢ 5,907 13,95t 18,55
One-to-four family — residentia 7,38 8,36: 18,07¢ 15,57:
Cc-operative apartmen 10C - 1,72¢ -
Constructior 83 80 652 1,28:
Small Business Administratic 18C 332 51z 3,17
Taxi Medallion - - 3,46¢ 26,23¢
Commercial business and ott 68,45: 26,15¢ 162,05: 49,87¢
Total $ 150,910 $ 105927 $ 433,24t $ 283,26!

We continue to maintain conservative underwrititajmdards that include, among other things, a loaratue ratio of 75% or less and a debt coverage tditat leas
125%. Multi-family residential, commercial real &st and one-to-four family mixedse property mortgage loans originated duringhhest months ended Septen
30, 2012 had an average loan-to-value ratio of%424d an average debt coverage ratio of 237%.

Nonr-performing assets totaled $107.4 million at Sepen80, 2012, a decrease of $15.7 million from $A28illion at December 31, 2011. Total nperforming

assets as a percentage of total assets were 2t4Sépt@mber 30, 2012 compared to 2.87% at Dece®ihb&@011. The ratio of allowance for loan lossetotal non-
performing loans was 30.4% at September 30, 20h2paced to 25.8% at December 31, 2011. See — “TRAAIDBDEBT RESTRUCUTURED AND NON-
PERFORMING ASSETS.”

During the nine months ended September 30, 201&gagebacked securities decreased $18.8 million, or 216%728.5 million from $747.3 million at Decem
31, 2011. The decrease in mortgdgeked securities during the nine months endece8dar 30, 2012 was primarily due to principal repegts of $113.8 millic
partially offset by purchases of $95.5 million am&9.5 million improvement in fair value. Additidlya during the nine months ended September 302260.¢
million in OTTI charges were recorded on five ptavégssue CMOs. During the nine months ended SepeB 2012, other securities increased $167.7amjlbi
257.1%, to $233.0 million from $65.2 million at Beuwber 31, 2011. The increase in other securitiésglthe nine months ended September 30, 2012 vimsuly
due to purchases of $169.0 million. Other secuwritiémarily consist of securities issued by goveentragencies, mutual or bond funds that invesbireghment an
government agency securities and corporate bonds.
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Liabilities. Total liabilities were $3,939.1 million at Septieer 30, 2012, an increase of $68.0 million, of4,.&om $3,871.0 million at December 31, 2011. bg
the nine months ended September 30, 2012, dueptositiers decreased $42.3 million, or 1.4%, to $8@7illion, as a result of a $46.9 million decreas
certificates of deposit partially offset by a $Mélion increase in core deposits. Borrowed funiséased $99.8 million during the nine months erfigagtember 3
2012. The increase in borrowed funds was primaliig to a net increase of $82.5 million in longrtdrorrowings combined with a $19.0 million increaseshort-
term borrowings.

Equity. Total stockholders’equity increased $24.5 million, or 5.9%, to $44indllion at September 30, 2012 from $416.9 million Becember 31, 201
Stockholders’equity increased primarily due to net income of $2&illion for the nine months ended September 28,2, an increase in other compreher
income of $9.1 million primarily due to an incredsehe fair value of the securities portfolio abtl4 million due to the issuance of shares fromatimeual fundin
of certain employee retirement plans through thease of common shares from the Employee BenefistTin addition, the exercise of stock optiongéas
stockholders'equity by $0.8 million, including the income taxnedit realized. These increases were partiallyetffy the declaration and payment of dividend
the Companys common stock of $12.0 million and the purchas&8&if,000 treasury shares at a cost of $2.4 milBook value per common share was $14.
September 30, 2012 compared to $13.49 at Decenihe?031. Tangible book value per common share W&s/$ at September 30, 2012 compared to $12
December 31, 2011.

On September 28, 2011, the Company announced theremation by the Board of Directors of a new coomrstock repurchase program, which authorize
purchase of up to 1,000,000 shares of the Compamyyhmon stock. During the nine months ended 8#pe 30, 2012, the Company repurchased 181,008sb
the Companys common stock at an average cost of $13.50 pee.sha September 30, 2012, 556,962 shares remabe teepurchased under the current ¢
repurchase program. Stock will be purchased urgecurrent stock repurchase program from timente tin the open market or through private traneastisubjet
to market conditions. There is no expiration or mmam dollar amount under this authorization.

Cash flow. During the nine months ended September 30, 20i®@ls provided by the Company's operating actiwigenounted to $56.4 million. These fui
together with $50.6 million provided by financingtigities and funds available at the beginninghef period, were utilized to fund net investing \dtigs of $126.
million. The Company's primary business objectwéhie origination and purchase of one-to-four farfificluding mixed-use properties), muléimily residential an
commercial real estate mortgage loans and comnhebcisiness and SBA loans. During the nine montited September 30, 2012, the net total of loariraiipns
and purchases less loan repayments and sales$tds2amillion inflow of cash. During the nine mostanded September 30, 2012, the Company also fuéed:
million in purchases of securities available fdiesaDuring the nine months ended September 3@, X0hds were primarily provided by an increas&18.0 millior
in short-term borrowed funds and an $82.5 milli@h increase in longerm borrowed funds. Additionally, funds were po®d by $128.1 million in proceeds fr
maturities, sales, calls and prepayments of séesidivailable for sale. These increases funde’V@3$nillion decrease in deposits. The Company adsal funds «
11.9 million and $3.0 million for dividend paymeratsd purchases of treasury stock, respectivelyndtine three months ended September 30, 2012.

INTEREST RATE RISK

The Consolidated Statements of Financial Posit@retbeen prepared in accordance with generallypsateccounting principles in the United Statesuwferica
which require the measurement of financial positiord operating results in terms of historical dsllaithout considering the changes in fair valueceftair
investments due to changes in interest rates. r@ignehe fair value of financial investments swhloans and securities fluctuates inversely alignges in intere
rates. As a result, increases in interest ratetda@sult in decreases in the fair value of thenfany’s interesearning assets which could adversely affec
Company'’s results of operation if such assets weld or, in the case of securities classifiedwaslable-for-sale, decreases in the Company’s $toiders’equity, il
such securities were retained.

-44-




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

The Company manages the mix of interest-earningt@ssd interedtearing liabilities on a continuous basis to maxaemieturn and adjust its exposure to intt
rate risk. On a quarterly basis, management prspghee“Earnings and Economic Exposure to Changésénest Rateteport for review by the Board of Directc
as summarized below. This report quantifies thieqi@l changes in net interest income and nefgmrtvalue should interest rates go up 400 basiatp or dowi
200 basis points (shocked), assuming the yielde=uod the rate shocks will be parallel to eachrotNet portfolio value is defined as the markeureabf assets net
the market value of liabilities. The market valdfeassets and liabilities is determined using aalisted cash flow calculation. The net portfoliduearatio is th
ratio of the net portfolio value to the market \alof assets. All changes in income and value aasored as percentage changes from the projectédteres
income and net portfolio value at the base interas scenario. The base interest rate scenssiovgs interest rates at September 30, 2012. \fagstimate
regarding prepayment assumptions are made at eaehdf rate shock. However, prepayment penaltgrime is included in this analysis. Actual resultalddiffer
significantly from these estimates. At SeptemtBr2®12, the Company was within the guidelinedath by the Board of Directors for each interegerlevel.

The following table presents the Company’s interat shock as of September 30, 2012:

Projected Percentage Chang
Net Interest Net Portfolio  Net Portfolic

Change in Interest Ra Income Value Value Ratic
-200 Basis point -3.2(% 20.7% 15.7&%
-100 Basis point -1.4t 11.7¢ 14.8:
Base interest ra - - 13.6%
+100 Basis point -4.04 -13.52 12.1¢
+200 Basis point -7.3¢ -26.7¢ 10.6¢
+300 Basis point -11.4¢ -39.5¢ 9.1z
+400 Basis point -16.47 -42.25 1.71
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AVERAGE BALANCES

Net interest income represents the difference b@tviecome on intere-earning assets and expense on intdreating liabilities. Net interest income depengen
the relative amount of interest-earning assets iatetestbearing liabilities and the interest rate earnecaid on them. The following table sets forth am
information relating to the ComparsyConsolidated Statements of Financial Conditich @ansolidated Statements of Income for the threeths ended Septem|
30, 2012 and 2011, and reflects the average yieldssets and average cost of liabilities for theods indicated. Such yields and costs are deriwedividing
income or expense by the average balance of asskdbilities, respectively, for the periods showhwverage balances are derived from average Baignces. Tt
yields include amortization of deferred fees anst€date charges, and prepayment penalties, venéchonsidered adjustments to yields.

For the three months ended Septembe

2012 2011
Average Yield/ Average Yield/
Balance Interesi Cost Balance Interest Cost
Assets (Dollars in thousands
Interes-earning asset:
Mortgage loans, net (. $ 2,889,89. 41,37 57% $ 2,923,68 44,08: 6.02%
Other loans, net (1) 285,36( 3,48¢ 4.8¢ 281,94: 3,68t 5.2¢2
Total loans, net 3,175,25. 44,857 5.65 3,205,62 47,767 5.9¢€
Mortgage-backed securitie 693,00: 6,76¢ 3.9C 777,18¢ 8,03¢ 4.14
Other securities 232,68« 1,54¢ 2.6€ 59,86¢ 491 3.2¢
Total securities 925,68! 8,311 3.5¢ 837,05« 8,521 4.07
Interest-earning deposits and federal funds sold 56,81: 25 0.1¢ 74,38¢ 35 0.1¢
Total interest-earning assets 4,157,75. 53,19: 5.12 4,117,06! 56,32¢ 5.47
Other assets 244 55¢ 223,28(
Total assets $ 4,402,30i $ 4,340,34
Liabilities and Equity
Interes-bearing liabilities:
Deposits:
Savings accouni $ 306,57: 15C 0.2C $ 368,02¢ 56C 0.61
NOW account: 989,64 1,44¢€ 0.5¢ 833,40: 1,60( 0.77
Money market accoun 172,01: 75 0.17 239,27( 30¢ 0.52
Certificate of deposit accounts 1,504,73! 8,411 2.24 1,589,43. 9,78 2.4€
Total due to depositol 2,972,961 10,08¢ 1.3€ 3,030,13 12,25: 1.62
Mortgagors' escrow accounts 35,72¢ 9 0.1C 33,35¢ 14 0.17
Total deposit: 3,008,69! 10,09} 1.34 3,063,49i 12,26¢ 1.6C
Borrowed funds 782,61« 5,512 2.82 726,73t 6,962 3.8¢
Total interest-bearing liabilities 3,791,30! 15,61( 1.65 3,790,221 19,22¢ 2.0¢
Non interes-bearing deposit 139,56: 110,80(
Other liabilities 38,27¢ 30,66«
Total liabilities 3,969,15i 3,931,69
Equity 433,15¢ 408,65¢
Total liabilities and equity $ 4,402,30i $ 4,340,34
Net interest incomenet interest rate spread $ 37,58: 3.47% $ 37,10: 3.44%
Net interes-earning assets / net interest margin $ 366,44 3.62% $ 326,84 3.6(%
Ratio of interes-earning assets interes-bearing liabilities 1.1CX 1.06X

(1) Loan interest income includes loan fee income (thincludes net amortization of deferred fees ansts;olate charges, and prepayment penaltie
approximately $0.8 million and $0.4 million for thi@ee months ended September 30, 2012 and 2GHkatively.
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The following table sets forth certain informatigeiating to the Compang’Consolidated Statements of Financial Conditicsh @ansolidated Statements of Incc
for the nine months ended Septem®@r 2012 and 2011, and reflects the average yieldssets and average cost of liabilities for théods indicated. Such vyiel
and costs are derived by dividing income or expdysthe average balance of assets or liabilitespectively, for the periods shown. Average balarare derive
from average daily balances. The yields includeréization of deferred fees and costs, late charged prepayment penalties, which are considergstatents t
yields.

For the nine months ended Septembel

2012 2011
Average Yield/ Average Yield/
Balance Interest Cost Balance Interest Cost
Assets (Dollars in thousands
Interes-earning asset:
Mortgage loans, net (. $ 2,902,20 127,11: 5.84% $ 2,932,39 133,32¢ 6.0€6%
Other loans, net (1) 288,83¢ 10,42¢ 4.81 292,50:. 11,25: 5.1%
Total loans, net 3,191,03! 137,54( 5.7t 3,224,90 144,57¢ 5.9¢
Mortgage-backed securitie 704,34° 20,65: 3.91 752,36: 23,74( 4.21
Other securities 186,16" 3,741 2.6€ 59,52« 1,44 3.24
Total securities 890,51: 24,39¢ 3.65 811,88t 25,187 4.14
Interest-earning deposits and federal funds sold 43,91 53 0.1€ 64,44¢ 89 0.1€
Total interest-earning assets 4,125,461 161,99: 5.24 4,101,23: 169,85¢ 5.52
Other assets 240,72: 217,90:.
Total asset $ 4,366,18. $ 4,319,13
Liabilities and Equity
Interes-bearing liabilities:
Deposits:
Savings accouni $ 325,33 54¢€ 0.2z $ 373,67t 1,732 0.62
NOW account: 1,001,84. 4,68¢ 0.6z 823,07: 5,10C 0.8¢
Money market accoun 182,97¢ 34C 0.2t 300,95¢ 1,11¢ 0.5C
Certificate of deposit accounts 1,475,111 25,63¢ 2.32 1,557,21. 28,96¢ 2.4¢
Total due to depositol 2,985,27. 31,20t 1.3¢ 3,054,91 36,91¢ 1.61
Mortgagors' escrow accounts 41,17¢ 27 0.0¢ 38,95¢ 38 0.1
Total deposits 3,026,45. 31,23: 1.3¢ 3,093,87! 36,95¢ 1.5¢
Borrowed fund 749,87¢ 17,54t 3.12 693,29: 21,84¢ 4.2C
Total interes-bearing liabilities 3,776,32! 48,771 1.72 3,787,16! 58,80: 2.07
Non interes-bearing deposit 128,91: 105,40!
Other liabilities 35,07¢ 27,66¢
Total liabilities 3,940,31 3,920,23
Equity 425,86° 398,89¢
Total liabilities and equity $ 4,366,18. $ 4,319,13
Net interest incomenet interest rate spre. $ 113,21 3.52% $ 111,05: 3.45%
Net interes-earning assets / net interest margin $ 349,13 3.66% $ 314,06 3.61%
Ratio of interest-earning assets to interest-bgdiabilities 1.06X 1.06X

(1) Loan interest income includes loan fee income (tvhitcludes net amortization of deferred fees anstscolate charges, and prepayment penaltie
approximately $2.2 million and $1.2 million for théne months ended September 30, 2012 and 201Eataeely.
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LOANS

The following table sets forth the Company’s loaigioations (including the net effect of refinangjrand the changes in the Compangobrtfolio of loans, includir
purchases, sales and principal reductions for ¢nieghs indicated.

For the nine months ended Septembe
(In thousands) 2012 2011

Mortgage Loans

At beginning of perioc $ 2,939,01. $ 2,966,89I
Mortgage loans originate
Multi-family residentia 211,05: 161,51¢
Commercial real esta 21,75¢ 7,062
One-to-four family — mixec-use propert 13,95¢ 18,55:
One-to-four family — residentia 18,07¢ 15,57:
Cc-operative apartmen 1,72¢ -
Construction 65¢ 1,28¢
Total mortgage loans originated 267,21¢ 203,98¢
Less:
Principal and other reductiol 284,68 231,74:
Sales and loans transferred to loans held for sale 33,04¢ 14,97¢
At end of perioc $ 2,888,49! $ 2,924,15!

Commercial Business and Other Loan:

At beginning of perioc $ 274,98. $ 292,93¢
Other loans originate«
Small business administratit Sk 3,17(C
Taxi Medallion 8 46,22¢
Commercial busines 158,73( 11,77¢
Other 3,328 3,64¢
Total other loans originated 162,57- 64,824
Other loans purchase
Taxi Medallion 3,45¢ 14,45t
Total other loans purchased 3,45¢ 14,45¢
Less:
Principal and other reductiol 148,96 78,62(
Sales and loans transferred to loans held for sale 7,17¢ 4,008
At end of period $ 284,86 $ 289,59(
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TROUBLED DEBT RESTRUCUTURED AND NON -PERFORMING ASSETS

Management continues to adhere to the Savings Batkiservative underwriting standards. The SavBayk takes a proactive approach to managing dedim
loans, including conducting site examinations amcbaraging borrowers to meet with a Savings Bapkesentative. The Savings Bank has been develspiog-
term payment plans that enable certain borroweltwitg their loans current. The Savings Bank resiéts delinquencies on a loan by loan basis andraaily
explores ways to help borrowers meet their oblayetiand return them back to current status. Atgjrtiee Savings Bank may restructure a loan to ereblorrowe
to continue making payments when it is deemed tinkibe best longerm interest of the Savings Bank. This restructuey include making concessions to
borrower that the Savings Bank would not make értbrmal course of business, such as reducingntbeest rate until the next reset date, extendiegatnortizatio
period thereby lowering the monthly payments, anging the loan to interest only payments for atéichtime period. At times, certain problem loarséd bee
restructured by combining more than one of thes®io@ The Savings Bank believes that restructutirege loans in this manner will allow certain borers tc
become and remain current on their loans. The §avBank classifies these loans as Troubled DebtriRegred (“TDR”).Loans which have been current for
consecutive months at the time they are restrugtaseTDR remain on accrual status. Loans which weliaquent at the time they are restructured aBR are
placed on noraccrual status until they have made timely paymémtssix consecutive months. Loans that are resirad as TDR but are not performing
accordance with the restructured terms are exclrdedthe TDR table below, as they are placed anraxxrual status and reported as non-performingsloa

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

September 3 June 30, December 3:

(In thousands 2012 2012 2011
Accrual Status:
Multi-family residentia $ 233¢ $ 2,348 $ 9,41:
Commercial real esta 3,26¢ 1,89¢ 2,41
One-to-four family - mixec-use propert 1,24¢ 1,08( 79t
One-to-four family - residentia 37¢ - -
Constructior 3,50( 3,87¢ 5,58¢
Commercial business and other 3,87( 2,00( 2,00(
Total 14,59¢ 11,20( 20,20
Non-accrual status:
Commercial real esta 3,887 5,287 -
One-to-four family - mixed-use property 1,09¢ 1,27¢ -
Total 4,98¢ 6,562 -
Total performing TDR $ 19,58: $ 17,76 $ 20,20¢

During the nine months ended September 30, 2012, T/OR totaling $7.2 million were transferred tonAperforming status and nine loans totaling $8.8iamillvere
restructured as TDR.

Interest income on loans is recognized on the attasis. The accrual of income on loans is disooat when certain factors, such as contractuaigietncy of 9
days or more, indicate reasonable doubt as tdrtedyt collectability of such income. Additionallyncollected interest previously recognized on aocrual loans
reversed from interest income at the time the Iegilaced on non-accrual statuoans in default 90 days or more, as to their niigtdate but not their paymer
continue to accrue interest as long as the borreamtinues to remit monthly payments.
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The following table shows non-performing assethatperiods indicated:

September 3 June 30, December 3.

(In thousands 2012 2012 2011
Loans 90 days or more past duand still accruing:
Multi-family residentia $ - $ - $ 6,281
Commercial real esta 54(C - 92
Commercial business and other 74¢ - -
Total 1,28¢ - 6,37¢
Non-accrual loans:
Multi -family residentia 18,24: 27,97 19,94¢
Commercial real esta 18,05: 19,58¢ 19,89:
One-to-four family - mixec-use propert 20,25( 20,43 28,42¢
One-to-four family - residentia 13,06¢ 12,45( 12,76¢
Cc-operative apartmen 234 10¢ 152
Constructior 9,781 9,84t 14,72:
Small business administratit 294 392 49:
Commercial business and other 19,58¢ 21,40: 14,66(
Total 99,51¢ 112,19: 111,06:
Total non-performing loans 100,80: 112,19: 117,44:
Other non-performing assets:
Real estate acquired through foreclos 3,66( 2,094 3,17¢
Investment securitie 2,98¢ 2,761 2,56:
Total 6,64< 4,85¢ 5,741
Total non-performing assets $ 107,44 $ 117,04t $  123,18:

Included in noraccrual loans were nine loans totaling $13.3 nrillisine loans totaling $20.9 million and six lodotling $17.1 million which were restructurec
TDR which were not performing in accordance witbitliestructured terms at September 30, 2012, 30n2012 and December 31, 2011, respectively.

The Bank’s norperforming assets totaled $107.4 million at Sep&nd®, 2012, a decrease of $9.6 million from $11#ilion at June 30, 2012 and a decreas
$15.7 million from $123.2 million at December 3D12. Total norperforming assets as a percentage of total assets2¥45% at September 30, 2012 compar
2.64% at June 30, 2012 and 2.87% at December 31, Zthe ratio of allowance for loan losses to totahperforming loans was 30.4% at September 30,
compared to 27.5% at June 30, 2012 and 25.8% atritser 31, 2011.

During the three months ended September 30, 2B Bahs totaling $13.8 million (net of $0.2 million charge-offs) were added to nacerual loans, six loa
totaling $2.2 million were returned to performirigtsis, seven loans totaling $2.4 million (net of3@illion in chargesffs) were paid in full, 28 loans totaling $1
million (net of $3.2 million in charge-offs) wereld, four loans totaling $1.8 million (net of $Qillion in chargeeffs) were transferred to other real estate ow
and charge-offs of $2.0 million were recorded on-accrual loans that were non-accrual at the béggnof the third quarter of 2012.

Non-performing investment securities include two podledt preferred securities for which we are noereing payments. At September 30, 2012, thesestmen
securities had a combined amortized cost and maaktee of $8.3 million and $3.0 million, respective
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The following table shows our delinquent loans tiratless than 90 days past due still accruingastend considered performing at the periods atdit

September 30, 201 December 31, 201
60 - 89 30-59 60 - 89 30-59
days days days days
(In thousands
Multi-family residentia $ 3,01¢ $ 17,25:  $ 6,341 $ 20,08:
Commercial real esta 2,06t 10,79¢ 1,797 10,71:
One-to-four family - mixec-use propert 5,34¢ 19,38: 3,027 20,48(

One-to-four family - residentia 952 3,751 1,76¢ 4,69¢
Ca-operative apartmen = - - _
2,462 - 5,06¢

Construction loan -

Small Business Administratic 78¢ - - 16

Taxi medallion - - 71

Commercial business and other 3,63( 2 96€ 1,05¢
Total delinquent loans $ 15,80 $ 53,64¢ $ 13,90 $ 62,18:

CRITICIZED AND CLASSIFIED ASSETS

Our policy is to review our assets, focusing priflgaon the loan portfolio, other real estate owrsetdl the investment portfolios, to ensure that tieglit quality i
maintained at the highest levels. When weaknemseslentified, immediate action is taken to cartee problem through direct contact with the bago or issue
We then monitor these assets and, in accordanteowit policy and current regulatory guidelines, designate them as “Special Mentiomhich is considered
“Criticized Asset,” and “Substandard,” “Doubtfulgt “Loss,” which are considered “Classified Assetss deemed necessary. We designate an asset éanfab
when a welldefined weakness is identified that jeopardizesdiuerly liquidation of the debt. We designate aseh as Doubtful when it displays the inhe
weakness of a Substandard asset with the addetsiprothat collection of the debt in full, on thadis of existing facts, is highly improbable. Weidaate an ass
as Loss if it is deemed the debtor is incapableepfyment. Loans that are designated as Lossharges to the Allowance for Loan Losses. Asseds dne non-
accrual are designated as Substandard, Doubtlubss. We designate an asset as Special Mentidre ib$set does not warrant designation within orteeobthe
categories, but does contain a potential weakiessleserves closer attention. Our total Criticiaed Classified assets were $244.3 million at Sepée 30, 2012,
decrease of $60.9 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 SepterBbeR012:

(In thousands) Special Mentio  Substandar  Doubtful Loss Total
Loans:
Multi-family residentia $ 15,847 $ 23,68¢ $ - 8 - $ 39,53t
Commercial real esta 15,22¢ 29,66¢ - - 44,89¢
One-to-four family - mixec-use propert 9,87¢ 30,39« - - 40,27:
One-to-four family - residentia 2,96¢ 15,43( - - 18,39¢
Cc-operative apartmen 19€ 237 - - 43t
Construction loan 3,80¢ 12,68t - - 16,49(
Small Business Administratic 19¢ 45¢ 244 - 90z
Commercial business and other 5,18¢ 23,46( 1,16¢ - 29,81:
Total loans 53,30¢ 136,02: 1,418 - 190,74:

Investment Securities: @)

Pooled trust preferred securit - 15,83: - - 15,83:
Private issue CMO - 34,037 - - 34,037
Total investment securities - 49,86¢ - - 49,86¢
Other Real Estate Owned - 3,66( - - 3,66(
Total $ 53,30¢ $ 189,55( $ 1,417 % - $  244,26¢

The following table sets forth the Banks’ assetsigisated as Criticized and Classified at DecemhePG11:

(In thousands) Special Mentio  Substandar  Doubtful Loss Total
Loans:
Multi-family residentia $ 17,13t $ 41,39 $ - 8 - $ 58,52¢
Commercial real esta 12,26+ 41,24° - - 53,51
One-to-four family - mixec-use propert 17,39: 33,83 - - 51,22«
One-to-four family - residentia 3,125 14,34 - - 17,47(
Ca-operative apartmen 20z 15¢ - - 35€
Construction loan 2,57(C 28,55¢ - - 31,12¢
Small Business Administratic 66€ 25¢€ 214 - 1,13¢
Commercial business and other 13,58t 17,61 1,16¢ - 32,36
Total loans 66,94 177,39: 1,38: - 245,71
Investment Securities: (@)
Pooled trust preferred securit - 15,34« - - 15,34«
Private issue CMO - 40,90¢ - - 40,90t
Total investment securities - 56,24¢ - - 56,24¢
Other Real Estate Ownt - 3,17¢ - - 3,17¢
Total $ 66,94: $ 23681¢ $ 138! $ - $ 305,14!

(1) Our investment securities are classifiedexsusties available for sale and as such are chaigheir fair value in our Consolidated Finan&thtements. Tt
securities above had a fair value of $40.8 milko $41.1 million at September 30, 2012 and Dece®be2011, respectively. Under current applicablgulaton
guidelines, we are required to disclose the cligskiinvestment securities, as shown in the tablbewe, at their book values (amortized cost, or faiue fo
securities that are carried under the fair valugoop Additionally, the requirement is only foretBanks’securities. Flushing Financial Corporation had pwivate
issue trust preferred securities classified ast@abard with a combined market value of $0.8 milléd September 30, 2012 and December 31, 2011.
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On a quarterly basis, all collateral dependentddaat are designated as Special Mention, Substueddoubtful are internally reviewed for impairmigbased c
updated cash flows for income producing properdiespdated independent appraisals. The loan bedavfocollateral dependent impaired loans are toempared t
the loans updated fair value. The balance whicleeds fair value is generally charged-off to thevadince for loan losses.

We designate investment securities as Substandaed the investment grade rating by one or moréhefrating agencies is below investment grade. We
designated a total of 19 investment securities #natheld at the Savings Bank as Substandard aer8eer 30, 2012. Our classified investment seesrit
September 30, 2012 held by the Savings Bank inclikdprivate issue CMOs rated below investment giadene or more of the rating agencies, three &si
pooled trust preferred securities and one privagad trust preferred security. The Investment $@&suwhich are classified as Substandard at SdgeB0, 2012 a
securities that were rated investment grade whepukehased them. These securities have each bbsequently downgraded by at least one rating agenbglow
investment grade. Through September 30, 2012, fwtbeopooled trust preferred securities and nireape issue CMOs are not paying principal and egera
scheduled. We test each of these securities glyafiteimpairment, through an independent thirdtypar

ALLOWANCE FOR LOAN LOSSES

We have established and maintain on our bookslaewahce for loan losses that is designed to proaideserve against estimated losses inherent iovaurall loal
portfolio. The allowance is established throughravision for loan losses based on managemestaluation of the risk inherent in the variousmponents of tr
loan portfolio and other factors, including histali loan loss experience (which is updated quajtechanges in the composition and volume of thefal@,
collection policies and experience, trends in tbtume of nonaccrual and classified loans and local and natiecahomic conditions. The determination of
amount of the allowance for loan losses includéseses that are susceptible to significant chanigesto changes in appraisal values of collatesdipnal and loc:
economic conditions and other factors. We incutcedl net chargeffs of $5.2 million and $4.8 million during therde months ended September 30, 201:
2011, respectively, and $15.7 million and $13.1lioml during the nine months ended September 302 200dd 2011, respectively. The national and reg
economies were generally considered to be in asseme from December 2007 through the middle of 2008s has resulted in increased unemploymen
declining property values, although the propertijugadeclines in the New York City metropolitan ateve not been as great as many other areas abthmgry
While the national and regional economies have shsigns of improvement since the second half of92@®memployment has remained at elevated levele
deterioration in the economy has resulted in avagéel level of norperforming loans, which totaled $100.8 million a&p&mber 30, 2012 and $117.4 millioi
December 31, 2011. The Savings Bank’s underwrist@gndards generally require a loan&due ratio of no more than 75% at the time then lzaoriginated. A
September 30, 2012, the average outstanding painsglance of our noperforming loans was 58.1% of the estimated cuwehte of the supporting collateral, a
considering the chargeffs that have been recorded. A provision for lmmses of $16.0 million and $15.0 million was retzat for the nine months ended Septer
30, 2012 and 2011, respectively.

We review our loan portfolio by separate categowéh similar risk and collateral characteristiesg., multi-family residential, commercial realast one-tdour
family mixed-use property, one-to-four family residial, coeperative apartment, construction, SBA, commerbiainess, taxi medallion and consumer Ic
Impaired loans are segregated and reviewed selyaratienon-accrual loans and TDRs are considered impairedaiheg loans secured by real estate are revi
based on the fair value of their collateral. In mection with the determination of the allowances tharket value of collateral ordinarily is evaluhtey our stal
appraiser. On a quarterly basis, the estimatedesadfiimpaired mortgage loans are internally reeigwased on updated cash flows for income prodymiogertie
and, at times, an updated independent appraisdit@ned. The loan balances of collateral depenidepaired loans are then compared to the loanstegddfai
value. The balance which exceeds fair value is gdigechargedsff. We do not allocate additional reserves to foaich have been written down to their fair ve
When evaluating a loan for impairment, we do nbt om guarantees and the amount of impairmentyf & based on the fair value of the collatera¢ 8% not carr
loans at a value in excess of the fair value due goarantee from the borrower. Impaired mortgages that were written down resulted from quarteslyiews o
updated appraisals that indicated the properéssmated value had declined from when the loanaviagnated. Loans classified as TDR which ardquering in
accordance with their modified terms are evaludiased on the projected discounted cash flow of@k&ructured loan at the loans effective interata prior tc
restructuring. A portion of the allowance for ldasses is allocated in the amount by which thernd=mbinvestment in the TDR exceeds the discourdast flow. Fo
non-collateralized impaired loans, management eséisnany recoveries that are anticipated for ezarn IA portion of the allowance is allocated to 1ootiateralize:
loans based on these estimates. Based on the refiiewpaired loans, which includes loans classifsdTDR, a portion of the allowance was allocateiiripairec
loans in the amount of $1.6 million and $4.2 miiliat September 30, 2012 and December 31, 201 katdsgly.
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General provisions are established against perf@reians in our portfolio in amounts deemed prudrmanagement. A portion of the allowance is alted to th
remaining portfolio based on historical loss expece. The historical loss period used for thiscallion was three years. Management also preparediditiona
analysis to ensure that the remaining portion ef dhowance for possible loan losses is sufficientover losses inherent in the loan portfolio. sThnalysi
considered: (1) the current economic environméttdélinquency and noaecrual trends, (3) classified loan trends, (4)rikke inherent in our loan portfolio a
volume and trends of loan types, (5) recent tréndshargeeffs, (6) changes in underwriting standards, () eRperience, ability and depth of our lenders, @)
collection policies and experience. Based on thegews, management concluded the general porfitimecallowance should be $29.1 million and $26illion at
September 30, 2012 and December 31, 2011, resglgctiesulting in a total allowance of $30.7 mifliand $30.3 million at September 30, 2012 and Déeerdl
2011, respectively. The Board of Directors reviemsl approves the adequacy of the allowance forlmeses on a quarterly basis. Management has agttlan
the Board of Directors has concurred, that at Selpée 30, 2012, the allowance was sufficient to dbkasses inherent in our loan portfolio.
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The following table sets forth the activity in tBe@mpany's allowance for loan losses for the periodisated:

For the nine months ended Septembe

(Dollars in thousands 2012 2011
Balance at beginning of peric $ 30,34« % 27,69¢
Provision for loan losse 16,00( 15,00(
Charg-offs:
Multi-family residentia (5,257) (4,099
Commercial real esta (2,409 (4,199
One-to-four family — mixec-use propert (3,407 (1,407
One-to-four family — residentia (2,09¢) (2,99))
Cc-operative apartmen (62) -
Constructior (2,500 (703%)
Small Business Administratic (329 (62¢)
Commercial business and other (1,489 (524)
Total charge-offs (16,529 (13,539
Recoveries
Multi-family residentia 89 10¢
Commercial real esta 24¢ 12z
One-to-four family — mixec-use propert 337 112
One-to-four family — residentia 29 63
Small Business Administratic 59 20
Commercial business and other 104 10
Total recoveries 867 43¢
Net charg-offs (15,65) (13,099
Balance at end of period $ 30,687 $ 29,60:¢
Ratio of net charc-offs during the period taverage loans outstanding during the pe 0.65% 0.5%%
Ratio of allowance for loan losses to gross lodrend of perioc 0.97% 0.92%
Ratio of allowance for loan losses to -performingassets at end of peri 28.5t% 24.0%
Ratio of allowance for loan losses to -performingloans at end of peric 30.4%% 25.44%

RECENT PROPOSED CHANGES TO REGULATORY CAPITAL RULES

During the second quarter of 2012, the federal vagklatory agencies jointly issued three notidggroposed rulemaking ("NPRs") that would revisd agplace

the agencies' current capital rules. The NPRs diechumerous revisions to the existing capital raipns, including, but not limited to, the follovgn

« Revises the definition of regulatory capital comg@ats and related calculations.

« Adds a new common equity tier 1 capital ratio.

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

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

Implements a new capital conservation buffer thatilel limit payment of capital distributions and teém discretionary bonus payments to executiveceft

and key risk takers if the banking organizationsioet hold certain amounts of common equity tieafital in addition to those needed to meet itsmmim

risk-based capital requiremen

« Provides a transition period for several aspecthefproposed rule, including the pt-out period for certain n-qualifying capital instruments, the n
minimum capital ratio requirements, the capitalsamation buffer, and the regulatory capital agnesits and deduction
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« Revises risk weights for residential mortgages thaseloan-to-value ratios and certain product amdeowriting features.
« Increases capital requirements for past-due Idagh,volatility commercial real estate exposuresl eertain short-term loan commitments.
« Removes references to credit ratings consisteht 8gction 939A of the Dodd-Frank Act.
« Establishes due diligence requirements for sezatitin exposures.
The proposed NPRs will result in the Company, iditah to the Banks, becoming subject to capitglieements. Based on our preliminary assessmehedfiPRs

we believe we will see an increase in our totdt-rigighted assets. However, the Company and the Baakgd on our preliminary assessment, would nhe
requirements of the NPRs and will continue to besatered well-capitalized.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK

For a discussion of the qualitative and quantiatiisclosures about market risk, see the informatiader the caption "Management's Discussion aralyAis o
Financial Condition and Results of Operations etest Rate Risk."

ITEM 4. CONTROLS AND PROCEDURES

The Company carried out, under the supervisionwvetidthe participation of the Comparsyianagement, including its Chief Executive Offiaad Chief Financi.
Officer, an evaluation of the effectiveness of ttesign and operation of the Company’s disclosurgrots and procedures (as defined in Rule 13@) under tF
Securities Exchange Act of 1934) as of the encheffieriod covered by this Quarterly Report. Bageoh that evaluation, the Chief Executive Officad &hie
Financial Officer concluded that, as of Septeml®r2®12, the design and operation of these disosontrols and procedures were effective. Dutireg perior
covered by this Quarterly Report, there have beerchranges in the Compasyinternal control over financial reporting thatveamaterially affected, or
reasonably likely to materially affect, the Comparipternal control over financial reporting.
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ITEM1. LEGAL PROCEEDINGS

The Company is a defendant in various lawsuitsnag@ment of the Company, after consultation wittside legal counsel, believes that the resolutibthest
various matters will not result in any material exbe effect on the Company's consolidated finacoiatlition, results of operations and cash flows.

ITEM 1A. RISK FACTORS
There have been no material changes from theaighrfs disclosed in the Company’s Annual Repoffarm 10-K for the year ended December 31, 2011.
ITEM 2.  UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

The following table sets forth information regamlithe shares of common stock repurchased by theo&uwyrduring the three months ended September 3@; 20

Maximum
Total Number o Number of
Total Shares Purchast Shares That Ma
Number as Part of Publicl: Yet Be Purchase
of Shares Average Price Announced Plan Under the Plan
Period Purchase! Paid per Shar or Program: or Program:
July 1 to July 31, 201 - $ = - 607,06:
August 1 to August 31, 201 50,10( 14.4:% 50,10( 556,96:
September 1 to September 30, 2 - - - 556,96
Total 50,10C $ - 50,10(

On September 28, 2011, the Company announced theremation by the Board of Directors of a new coomrstock repurchase program, which authorize
purchase of up to 1,000,000 shares of the Compamyhmon stock. During the three months endedeSemr 30, 2012, the Company repurchased 50,108ssh
the Companys common stock at an average cost of $14.43 pee.sia September 30, 2012, 556,962 shares rempabe trepurchased under the current ¢
repurchase program. Stock will be purchased urtecurrent stock repurchase program from timente tin the open market or through private transastsubjec
to market conditions. There is no expiration or imaxn dollar amount under this authorization.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.
ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
ITEM 5. OTHER INFORMATION

None.
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ITEM 6. EXHIBITS

Exhibit No. Description

2.1 Agreement and Plan of Merger dated as of Dece2me2005 by and between Flushing Financial Cotfmrand Atlantic Liberty Financial
Corp. (7)

3.1 Certificate of Incorporation of Flushing Financ@2drporation (1,

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

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

3.4 Certificate of Designations of Series A Junior Rgrating Preferred Stock of Flushing Financial @mation (4)

35 Certificate of Increase of Shares Designated a@esSArJunior Participating Preferred Stock of FlngtFinancial Corporation (Z

3.6 By-Laws of Flushing Financial Corporation |

4.1 Rights Agreement, dated as of September 8, 28fieen Flushing Financial Corporation and Compgttae Trust Company N.A., as Rights
Agent, which includes the form of Certificate ottaase of Shares Designated as Series A Juniacipating Preferred Stock as Exhibit A, form
of Right Certificate as Exhibit B and the SummaihR@hts to Purchase Preferred Stock as ExhibiX

4.2 Flushing Financial Corporation has outstandimtaée long-term debt. None of such debt exceedpéecent of Flushing Financial Corporation's
total assets; therefore, copies of constituentunsents defining the rights of the holders of sdeht are not included as exhibits. Copies of
instruments with respect to such I-term debt will be furnished to the Securities adlange Commission upon reque

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

31.2 Certification pursuant to Section 302 of the Saes-Oxley Act of 2002 by the Chief Financial Officeilét]l herewith)

32.1 Certification Pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarbaxiey @ct of 2002 by the Chief Executi
Officer (filed herewith)

32.2 Certification Pursuant to 18 U.S.C. Section 13&0adopted pursuant to Section 906 of the Sarliaxiey Act of 2002 by the Chief Financial
Officer (filed herewith)

101.INS XBRL Instance Document (furnished herewi

101.SCH XBRL Taxonomy Extension Schema Document (furnisheic@with)

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

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhéiarnished herewith

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

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doeningfurnished herewitt

1) Incorporated by reference to Exhibits filed witle tRegistration Statement on Fori-1 filed September 1, 1995, Registration No-96488.
2) Incorporated by reference to Exhibits filed withrfrcE-K filed September 26, 200

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

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

5) Incorporated by reference to Exhibit filed with Foé-K filed September 11, 200

(6) Incorporated by reference to Exhibit filed with FoL(-K filed March 15, 2012

)] Incorporated by reference to Exhibit filed with Foé-K filed December 23, 200!
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Pursuant to the requirements of the Securities &x@h Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the undeesi thereun
duly authorized.

Flushing Financial Corporatio

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

Dated:November 9, 201 By: /s/David W. Fry
David W. Fry
Executive Vice President, Treasurer and
Chief Financial Office
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EXHIBIT INDEX

Exhibit No. Description

2.1 Agreement and Plan of Merger dated as of Decenthe2@5 by and between Flushing Financial Corponadind Atlantic Liberty Financit
Corp. (7)

3.1 Certificate of Incorporation of Flushing Financ2drporation (1,

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

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

3.4 Certificate of Designations of Series A Junior Rigyating Preferred Stock of Flushing Financial @amation (4)

3.5 Certificate of Increase of Shares Designated ae$SArJunior Participating Preferred Stock of FlnghFinancial Corporation (Z

3.6 By-Laws of Flushing Financial Corporation |

4.1 Rights Agreement, dated as of September 8, 23@/een Flushing Financial Corporation and Compghtae Trust Company N.A., as Rights
Agent, which includes the form of Certificate ottaase of Shares Designated as Series A Juniacipating Preferred Stock as Exhibit A, form
of Right Certificate as Exhibit B and the SummaihR@hts to Purchase Preferred Stock as ExhibiX

4.2 Flushing Financial Corporation has outstandinggi® long-term debt. None of such debt exceedpéecent of Flushing Financial Corporation's
total assets; therefore, copies of constituentunstnts defining the rights of the holders of sdeht are not included as exhibits. Copies of
instruments with respect to such l-term debt will be furnished to the Securities adlange Commission upon reque

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

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

32.1 Certification Pursuant to 18 U.S.C. Section 13&0adopted pursuant to Section 906 of the Sarlfaxiey Act of 2002 by the Chief Executive
Officer (filed herewith)

32.2 Certification Pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarbaxley @ct of 2002 by the Chief Financi
Officer (filed herewith)

101.INS XBRL Instance Document (furnished herewi

101.SCH XBRL Taxonomy Extension Schema Document (furnisheic@with)

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

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhéiarnished herewith

101.LAB XBRL Taxonomy Extension Label Linkbase Documentrffshed herewith

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doeningfurnished herewitt

Q) Incorporated by reference to Exhibits filed witle tRegistration Statement on Fori-1 filed September 1, 1995, Registration No-96488.
2) Incorporated by reference to Exhibits filed withrfrcE-K filed September 26, 200

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

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

5) Incorporated by reference to Exhibit filed with Foé-K filed September 11, 200

(6) Incorporated by reference to Exhibit filed with Fot(-K filed March 15, 2012

©) Incorporated by reference to Exhibit filed with Foé-K filed December 23, 200!
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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 ForrQ.6f Flushing Financial Corporation;
2. Based on my knowledge, this report does notadoriny untrue statement of a material fact or eonittate a material fact necessary to make thensésts
made, in light of the circumstances under whicthstatements were made, not misleading with respehbt period covered by this report;
3. Based on my knowledge, the financial statemeamid,other financial information included in théport, fairly present in all material respectsfihancial
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskintéhis report;
4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as defined in Exchange
Rules 13a-15(e) and 15d-15(e)) and internal cootref financial reporting (as defined in Exchange Rules 13a-15(f) and 15d-15(f)) for the registramd
have:
a) designed such disclosure controls and procedoresused such disclosure controls and procedoites designed under our supervision, to ensate th
material information relating to the registrantlirding its consolidated subsidiaries, is made kmtows by others within those entities, partidylduring
the period in which this report is being prepared;
b) designed such internal control over financiglrting, or caused such internal control over foialhreporting to be designed under our supervidion
provide reasonable assurance regarding the réyabilfinancial reporting and the preparation imiaincial statements for external purposes in accurel
with generally accepted accounting principles;
¢) evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport our conclusions about the effectivenesthe
disclosure controls and procedures, as of the étttegeriod covered by this report based on swueluation; and
d) disclosed in this report any change in the temig's internal control over financial reportirftat occurred during the registrathost recent fiscal quar
(the registrant’s fourth fiscal quarter in the cafan annual report) that has materially affecteds reasonably likely to materially affect, tlegistrant’s
internal control over financial reporting; and
5. The registrant’s other certifying officer ankdve disclosed, based on our most recent evaluatioernal control over financial reporting, toet
registrant’s auditors and the audit committee efrégistrant’s board of directors (or persons periiog the equivalent functions):
a) all significant deficiencies and material weeadses in the design or operation of internal cordver financial reporting which are reasonably liike
adversely affect the registrant’s ability to recgrtbcess, summarize and report financial inforamatand
b) any fraud, whether or not material, that invslweanagement or other employees who have a sigmifiole in the registrant’s internal control over
financial reporting.

Date: Novembel9, 2012 By: [s/John R. Bura
John R. Buran
President and Chief Executive Offic
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Exhibit 31.2

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 ForrQ.6f Flushing Financial Corporation;
2. Based on my knowledge, this report does notadoriny untrue statement of a material fact or eonittate a material fact necessary to make thensésts
made, in light of the circumstances under whicthstatements were made, not misleading with respehbt period covered by this report;
3. Based on my knowledge, the financial statemeamid,other financial information included in théport, fairly present in all material respectsfihancial
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskintéhis report;
4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as defined in Exchange
Rules 13a-15(e) and 15d-15(e)) and internal cootref financial reporting (as defined in Exchange Rules 13a-15(f) and 15d-15(f)) for the registramd
have:
a) designed such disclosure controls and procedoresused such disclosure controls and procedoites designed under our supervision, to ensate th
material information relating to the registrantlirding its consolidated subsidiaries, is made kmtows by others within those entities, partidylduring
the period in which this report is being prepared;
b) designed such internal control over financiglrting, or caused such internal control over foialhreporting to be designed under our supervidion
provide reasonable assurance regarding the réyabilfinancial reporting and the preparation imiaincial statements for external purposes in accurel
with generally accepted accounting principles;
¢) evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport our conclusions about the effectivenesthe
disclosure controls and procedures, as of the étttegeriod covered by this report based on swueluation; and
d) disclosed in this report any change in the temig's internal control over financial reportirftat occurred during the registrathost recent fiscal quar
(the registrant’s fourth fiscal quarter in the cafan annual report) that has materially affecteds reasonably likely to materially affect, tlegistrant’s
internal control over financial reporting; and
5. The registrant’s other certifying officer ankdve disclosed, based on our most recent evaluatioernal control over financial reporting, toet
registrant’s auditors and the audit committee efrégistrant’s board of directors (or persons periiog the equivalent functions):
a) all significant deficiencies and material weeadses in the design or operation of internal cordver financial reporting which are reasonably liike
adversely affect the registrant’s ability to recgrtbcess, summarize and report financial inforamatand
b) any fraud, whether or not material, that invslweanagement or other employees who have a sigmifiole in the registrant’s internal control over
financial reporting.

Date: Novembel9, 2012 By: [s/David W. Fry
David W. Fry
Executive Vice President, Treasurer and
Chief Financial Office
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Exhibit 32.1

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

In connection with the Quarterly Report of Flushifigancial Corporation (the “Corporation”) on Foli®-Q for the period ended September 30, 2012 ex fil
with the Securities and Exchange Commission oml#te hereof (the “Report”), I, John R. Buran, Cliigécutive Officer of the Corporation, certify, puant
to 18 U.S.C. Section 1350, as adopted pursuaredtid® 906 of the Sarbanes-Oxley Act of 2002, thahy knowledge:

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

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

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

Chief Executive Officer
November 9, 201



FLUSHING FINANCIAL CORPORATION and SUBSIDIARIES
Exhibit 32.2

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

In connection with the Quarterly Report of Flushifigancial Corporation (the “Corporation”) on Foli®-Q for the period ended September 30, 2012 ex fil
with the Securities and Exchange Commission oml#te hereof (the “Report”), I, David W. Fry, Chighancial Officer of the Corporation, certify, puent
to 18 U.S.C. Section 1350, as adopted pursuared¢tid® 906 of the Sarbanes-Oxley Act of 2002, thahy knowledge:

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

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

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

Chief Financial Officer
November 9, 201



