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Forward-Looking Statements

Meta Financial Group, In&@ , (“Meta Financial” or “the Company”) and its whplbwned subsidiaries, MetaBank, MetaBank V
Central (“MetaBank WC”) and Meta Trust, may frormé to time make written or oral “forward-lookingatments,’including statemen
contained in its filings with the Securities andcBange Commission, in its reports to shareholderd,in other communications, which
made in good faith pursuant to the “safe harbod¥vmions of the Private Securities Litigation RefoAct of 1995.

These forward-looking statements include statemetitts respect to the Comparsybeliefs, expectations, estimates and inten
that are subject to significant risks and unceti@én and are subject to change based on variaieréa some of which are beyond
Companys control. Such statements address the followirmests: future operating results; customer growttl eetention; loan and ott
product demand; earnings growth and expectatioes; products and services, such as those offerethdyMetaBanks Meta Payme
Systems® Division of MetaBank; credit quality and adequadytie allowance for loan losses; technology; andesaployees. The followir
factors, among others, could cause the Comafiyancial performance to differ materially frofmetexpectations, estimates, and inten
expressed in such forwatdeking statements: the strength of the UnitedeStaiconomy in general and the strength of the lpoahomies i
which the Company conducts its operations; thectffef, and changes in, trade, monetary, and figalidies and laws, including interest 1
policies of the Federal Reserve Board; inflatianerest rate, market, and monetary fluctuationsititnely development of and acceptanc
new products and services offered by the Companyedisas risks (including litigation) attendant te® and the perceived overall value
these products and services by users; the impachariges in financial services laws and regulatitexshnological changes; acquisitic
changes in consumer spending and saving habitsthenguccess of the Company at managing and dalieassets of borrowers in def:
and managing the risks (including litigation) invedl in the foregoing.

The foregoing list of factors is not exclusive. Atdthal discussion of factors affecting the Compganigusiness and prospect
contained in the Comparg/periodic filings with the SEC. The Company doesundertake, and expressly disclaims any intemtbdigation
to update any forward-looking statement, whethétter or oral, that may be made from time to tigeob on behalf of the Company.

Available Information

The Company’s website address is www.metacash.ddra. Company makes available, through a link with 8EC5 EDGAF
database, free of charge, its annual report on AdHK, quarterly reports on Form 10-Q, current ipon Form &, amendments to tha
reports filed or furnished pursuant to Section 13(@15(d) of the Securities Exchange Act of 198# (“Exchange Act”)and beneficie
ownership reports on Forms 3, 4, and 5 as sooras®nably practicable after electronically filingcls material with, or furnishing it to, t
SEC. The information found on the Companyvebsite is not incorporated by reference in trisny other report the Company files
furnishes to the SEC.




PART |
Item 1. Description of Business
General

Meta Financial is a Delaware corporation, the ppakcassets of which are all the issued and oulstgnshares of MetaBank &
MetaBank WC. Meta Financial, on September 20, 1888uired all of the capital stock of MetaBank enpection with its conversion frc
the mutual to stock form ownership (the “Conver&orOn September 30, 1996, Meta Financial became a halding company fc
regulatory purposes upon its acquisition of MetdB®C as discussed below. Unless the context otlserwéquires, references herein tc
Company include Meta Financial, MetaBank WC andaBeink, and all subsidiaries on a consolidated b&##$aBank and MetaBank W
may sometimes collectively be referred to as thenlg.”

Since the Conversion, the Company has acquiredraefiaancial institutions. On March 28, 1994, Me&nancial acquire
Brookings Federal Bank in Brookings, South DakdBrqokings Federal”’)On December 29, 1995, Meta Financial acquired |8aging:
Bank, FSB in Des Moines, lowa (“lowa SavingsByookings Federal and lowa Savings were both mevgdd and now operate as mat
areas of, MetaBank. On September 30, 1996, MetanEial completed the acquisition of Central Westdeaporation (“CWB”),the holding
company for MetaBank WC, which upon the merger WfECinto Meta Financial resulted in MetaBank WC hadang a standdlone bankin
subsidiary of Meta Financial.

MetaBank and MetaBank WC are the only direct, &ctiull service banking subsidiaries of Meta FinahciThe Banks a
communityeriented financial institutions offering a varietf financial services to meet the needs of the canities they serve. TI
Company, through the Banks, provides a full ranfgnancial services. The principal business of &dnk has consisted of attracting re
deposits from the general public and investing éhfoids primarily in one- to four-family residentraortgage loans, commercial and multi-
family real estate, agricultural operating and resflate, construction, consumer and commercialnbasiloans primarily in MetaBarg’
market area. MetaBarklending activities have expanded in recent yeamsclude an increased emphasis on originationsoofmercial an
multi-family real estate loans and commercial busineaasoMetaBank also purchases loan participatioos ftime to time from oth
financial institutions. These loans typically amdlateralized by commercial real estate and comiakbtisinesses. In 2004, MetaBank cre
a division known as Meta Payment Systems (“MPShjcl issues reloadable, non-reloadable and becafits, sponsors ndrank owne
ATMs into various debit networks, provides ACH sees for corporate clients, and provides relategttebnic banking services. MPS ¢
generates low- and nmpst deposits for MetaBank through its activitielke principal business of MetaBank WC has beencantinues to k
attracting retail deposits from the general pulaitd investing those funds in commercial and nfaltiily real estate and commer:
operating loans and, to a lesser extent, one-uo-ffumily residential, consumer and agriculturen®aThe Banks also purchase mortgage:
backed securities and other investments permisaitdier applicable regulations. Meta Financial aems Meta Trust Company (th&rust
Company”),a South Dakota trust corporation. At September2806, the Company had total assets of $741.1 mijlliteposits of $565
million, and shareholders’ equity of $45.3 million.

The Company’s revenues are derived primarily frarteriest on commercial and residential mortgage soamortgagesacke
securities, commercial business loans, other invests, consumer loans, agricultural operating loansmmercial business loans, incc
from service charges, loan




origination fees, fees generated through the diets/of Meta Payment Systems, and loan serviciadrfeome.

The Trust Company, established in April 2002 asoatl$ Dakota corporation and a whotlyvned subsidiary of Meta Financ
provides a full range of trust services. First Mahtv Financial Capital Trust, also a whollyned subsidiary of Meta Financial, v
established in July 2001 for the purpose of isstingt preferred securities.

Meta Financial, the Banks and the Trust Companyabgect to comprehensive regulation. See “Regniatierein.

The home office of the Company is located at 124t E#th Street, Storm Lake, lowa 50588. Its telapdh number at that addres
(712) 732-4117.

Market Area

MetaBank has four market areas and the Meta Pagnteydgtems Division: Northwest lowa (“NWI"Brookings, Central low
(“CI"), and Sioux Empire (“SE”"). MetaBank’headquarters is located at 121 East Fifth Sinegtorm Lake, lowa. NWI operates a total of
offices in Storm Lake (2), Lake View, Laurens, Odkland Sac City, lowdrookings operates one office in Brookings, Soudk@a. C
operates five offices in Des Moines (2), West Desirids (2), and Urbandale, lowa. SE operates foficesf in Sioux Falls and o
administrative office. The Meta Payment Systemsidiin of MetaBank, which provides stored value casailvices, ATM sponsorst
services and ACH services, operates out of Siolig,F#outh Dakota. See “Meta Payment Systems [RiriSi

MetaBank WC operates its business through thréasduvice offices in Casey, Menlo and Stuart, lowa.

The Companys primary market area includes the lowa countiedddir, Buena Vista, Dallas, Guthrie, Pocahontadk Rnd Sac
and the South Dakota counties of Brookings, Lin@id Minnehaha.

lowa ranks sixth lowest nationally in business sofEconomy.com Inc. 2003), among the top ten st&tes“technolog
sophistication” in K12 schools (Market Data Retrieval), third most falade business liability climate in the nation (Hstnteractive Surve
U.S. Chamber of Commerce, 2003), second “most l&/astate in the nation (Morgan Qullno State RankirZf})3), and has low corpor.
income and franchise taxes.

South Dakota ranks first in “entrepreneurial fritmelss” Small Business Survival Foundation, 2002), firssindents per compu
(Technology Courts 2002), is the second “safetdte (FBI, 2001), and has no corporate incomegassonal income tax, personal prop
tax, business inventory tax, or inheritance tax.

Storm Lake is located in lowa'Buena Vista County approximately 150 miles noesiwof Des Moines and 200 miles southwe
Minneapolis. Like much of the state of lowa, Stdrake and the surrounding market area are highledéent upon farming and agricultu
markets. Major employers in the area include Bu¥isia Regional Medical Center, Tyson Foods, Sara Eeods, and Buena Vi
University, which currently enrolls 1,118 full-timgtudents at its Storm Lake campus and employsu8airhe faculty members. TI
Northwest lowa market operates toffices in Storm Lake with additional offices inwa&ns, Sac City, Lake View and Odebolt.




Brookings is located in east central Brookings @puSouth Dakota, approximately 50 miles north mfu® Falls and 200 miles we
of Minneapolis. The Bank’s market area encompaappsoximately a 3@rile radius of Brookings. The area is generallyakuand agricultur
is a significant industry in the community. SouthKota State University is the largest employer iod&ings. The University had 11,3
students enrolled for the 2006 fall term and em@ldy020 fulltime faculty members. The community also has sévwm@nufacturin
companies, including 3M, Larson Manufacturing, Dakics, Falcon Plastics, Twin City Fan, and Raintdlay Systems, Inc. The Brookir
market operates from an office located in downt@®xmokings.

Des Moines, lowa capital, is located in central lowa. The Des Msimarket area encompasses Polk County and suimg
counties. MetaBank’s Central lowa main office isdted in a high growth area just ofB0 at the intersection of two major street
Urbandale. The West Des Moines office operates addghiraffic intersection, across from a major shoppmall. The Ingersoll office
located near the heart of Des Moines, on a maotighfare, in a densely populated area. The HighRark facility is located in a histori
district approximately five minutes north of dowwo Des Moines. The Jordan Creek office is locatedaar Jordan Creek Town Cente
West Des Moines, one of the fastest growing comtiamin the State of lowa and the Greater Des Moarea. The Des Moines metro are
one of the top three insurance centers in the wairiidh sixty-seven insurance company headquarters and overuniedd regional insuran
offices. Major employers include Principal Life tmance Company, Des Moines Community Schools, @etdwa Hospital Corporatio
Mercy Hospital Medical Center, Hyee Food Stores, Inc., Wells Fargo Home Mortgage., IPioneer Hi Bred International Ir
Bridgestone/Firestone, Communications Data Servines and Meredith Corporation. Universities arallages in the area include [
Moines Area Community College, Drake Universitymson College, Des Moines UniversityQsteopathic Medical Center, Grand V
College, AIB College of Business, and Upper lowaivdrsity. The unemployment rate in the Des Moinestrm area was 3.4% as
September 2006.

Sioux Falls is located at the crossroads of Ireest29 and 90 in southeast South Dakota, 270 solethwest of Minneapolis. T
Sioux Falls market area encompasses Minnehahaiandlh counties. Sioux Falls ranks third in a nasiblist of top cities to start a comps
according to a report by Cognetics, Inc. (Kiplingegport, April 2001). Sioux Falls received an “Aafi Zero Population Growth’s 2001 Kid-
Friendly Cities Report Card, excelling in healtluppic safety, education, economics, environment, esmmunity life; ranking third out
140 cities. The city was called a “Diamond in theuBh” as a great smaller market for businesses to makev&. The magazine cited
community’s growth rates as a huge opportunity mwbgnized the statefriendly tax laws. (Sales & Marketing ManagemAptil 2002.)
The main branch is located at the high growth afes7 " and Western. Other branches are located & &3d Minnesota, the intersectior
12 " and ElImwood, and on North Minnesota Avenue justof Russell Road. Major employers in the areduite Sioux Valley Hospite
Avera McKennan Hospital, John Morrell & Company tiiink (South Dakota) NA, and Hyee Food Stores. Sioux Falls is home
Augustana College with 2006 fall enroliment of B7&nd The University of Sioux Falls with 2005 fahrollment of 1,674. Tt
unemployment rate in Sioux Falls was 2.4% as of&aber 2006.

MetaBank WC’s main office operates in Stuart, whighocated in westentral lowa on the border of Adair and Guthrie rd@s
approximately 40 miles west of Des Moines. MetaB¥&'s market area is highly dependent on farming amgt@ture. Local business
include AgriDrain Corporation, Cardinal Glass, Rose Acre FaWiausau Supply and Schafer Systems, Inc. In additidarge number
area residents commute to the Des Moines metrofareeork. In recent years, efforts of the Midw®strtnership Corporation have resulte
significant development of new servioglated businesses in the area, associated withvéiséward expansion of Des Moines and d
interstate




highway access. Seven industrial parks exist inghl@o counties with rail access recently addetiedStuart area. This development prov
economic diversity to MetaBank WC’s market area.

Several of the Company’s market areas are depemtaagriculturerelated businesses, which are exposed to exogeistuiactor:
such as weather conditions and commodity pricessdmitly, economic conditions in the agriculturaitseof the Compang’ market area a
relatively strong. Recent rises in agricultural coodity prices will serve to offset more modest ggethis year. The agricultural econom
accustomed to commodity price fluctuations andeisagally able to handle such fluctuations withaghificant problems. Although there t
been minimal effect observed to date, an extendgtbg of low commodity prices or poor weather cdiodis could result in a reduc
demand for goods and services provided by agri#telated businesses, which could also affectrdibsinesses in the Compasyharke
area.

Lending Activities

General.Historically, the Company originated fixed-rate gemio fourfamily mortgage loans. In the early 1980s, the Camypbega
to focus on the origination of adjustable-rate mage (“ARM”) loans and shoterm loans for retention in its portfolio in orderincrease tt
percentage of loans in its portfolio with more fneqt repricing or shorter maturities, and in sorases higher yields, than fixedte
residential mortgage loans. The Company, howeas,dontinued to originate fixadte residential mortgage loans in response touoei
demand, although most such loans are generallyisdlte secondary market. See “Management’s Dismusnd Analysis -Asset/Liability
Management” in the Annual Report.

More recently, the Company has focused its lendictiyities on the origination of commercial and tiédmily real estate loar
commercial business loans, and, to a lesser extemtmercial construction loans. The Company hasased its emphasis, both in absc
dollars and as a percentage of its gross loangdartbn all types of commercial lending. The Compalso continues to originate oneftar
family mortgage loans, consumer loans and agriralliurelated loans. The Company originates mostsofoans in its primary market ar
At September 30, 2006, the Company'’s net loan plastfotaled $388.8 million, or 52.5% of the Compantotal assets.

Loan applications are initially considered and appd at various levels of authority, depending o tiype and amount of the lo
The Company has a loan committee consisting ofosdanders and Market Presidents, and is led byCthief Lending Officer. Loans
excess of certain amounts require approval byast lsvo members of the loan committee, or by thekBaBoard of Directors, which h
responsibility for the overall supervision of th@ah portfolio. The Company reserves the right sxaintinue, adjust or create new lenc
programs to respond to its needs and to compefasters.

At September 30, 2006, the Companiargest lending relationship to a single borromegroup of related borrowers totaled §
million, none of which has been sold to other p#stints. The Company had 24 other lending relalipssin excess of $3.0 million as
September 30, 2006 with the average outstandiranbalof such loans equal to $4.4 million. At Sefiten80, 2006, one of these loans,
a balance of $3.6 million, was classified as “Sabdard,” and another, with a balance of $4.0 nmliwas classified as “Special Mention.”




Loan Portfolio Composition. The following table provides information about t@mposition of the Company'’s loan portfolio in doll
amounts and in percentages (before deductiongémslin process, deferred fees and discounts ovdaaices for losses) as of the dates

indicated.
September 30,
2006 2005 2004 2003 2002
Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent
(Dollars in Thousands)
Real Estate Loar
One- to four-family $ 59,33( 15.(% $ 70,16¢ 15.2%$ 75,36¢ 18.1% $ 71,62¢ 19.7% $ 98,42: 27.€%
Commercial and mu-family 167,59( 42.2 214,04¢ 46.¢ 196,77: 47z  171,79: 47.z  151,80¢ 42.¢
Agricultural 16,14" 4.1 15,24¢ 3.3 12,88( 3.C 11,63¢ 3.2 12,067 34
Total real estate loal 243,06 61.2 299,46( 65.5  285,01¢ 68.2  255,05¢ 70.1 262,29¢ 74.1
Other Loans:
Consumer Loan:
Home equit 25,24° 6.4 24,68¢ 54 21,99:¢ 5.3 18,12¢ 5.C 14,66¢ 4.2
Automobile 1,93( 0.t 2,497 0.t 2,97¢ 0.7 3,271 0.¢ 3,281 0.6
Other(1 3,98¢ 1.C 4,481 1.C 5,387 1.3 5,231 14 5,637 1.6
Total consumer loal 31,16 7.S 31,66: 6.9 30,35¢ 7.3 26,63¢ 7.3 23,59: 6.7
Agricultural operating 30,06« 7.€ 24,52¢ 5.4 21,14¢ 5.1 22,59¢ 6.2 25,30¢ 7.1
Commercial busines 92,38t 23.2 101,77 22.2 80,51¢ 19.: 59,46¢ 16.4 42,84 12.1
Total other loan 153,61 38.7 157,96 345 132,01¢ 31.7 108,70: 29.¢ 91,74¢ 25.¢
Total loan: 396,68: 100.(% 457,42: 100.% 417,03t 100.(% 363,75¢ 100.(% 354,04. 100.(%
Less:
Loans in proces 1,77 9,73 7,34: 8,89¢ 7,15¢
Deferred fees and discoul 17¢ 27¢ 272 21C 25¢€
Allowance for losse 5,96¢ 7,22z 5,371 4,962 4,692
Total loans receivable, n $388,76. $440,19( $404,05: $349,69:. $341,93°
(€Y Consist generally of various types of secured arstoured consumer loans.




The following table shows the composition of thex@any’s loan portfolio by fixed and adjustable rat¢he dates indicated.

Fixed Rate Loan

Real estate
One- to four-family
Commercial and mu-family
Agricultural

Total fixed-rate real estate
loans
Consume
Agricultural operating
Commercial busines

Total fixec-rate loans

Adjustable Rate Loar:

Real estate
One- to four-family
Commercial and mu-family
Agricultural

Total adjustable-rate real
estate loan
Consume
Agricultural operating
Commercial busines

Total adjustable rate loa
Total loan:
Less:
Loans in proces
Deferred fees and discoul

Allowance for losse

Total loans receivable, r

September 30,

2006 2005 2004 2003 2002
Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent
(Dollars in Thousands)
$ 46,62( 11.8% $ 40,70 8.2% $ 49,13¢ 11.7% $ 48,18: 13.2%$ 48,17¢ 13.6%
115,57¢ 29.1 131,27 28.7 105,00: 25.2 95,97¢ 26.4 72,65¢ 20.t

9,56¢ 2.4 7,70¢ 1.7 5,30¢ 1.3 5,311 1.t 5,49¢ 1.€
171,75¢ 43.: 179,68 39.2  159,44! 38.2 149,47( 41.1 126,33: 35.7
22,06 5.€ 18,05¢ 3.9 15,58: 3.7 17,88¢ 4.6 20,28: 5.7
16,23: 4.1 8,032 1.8 5,987 14 5,23¢ 14 9,33¢ 2.€
38,11¢ 9.€ 36,18¢ 8.C 23,94¢ 5.8 27,96 7.7 14,45t 4.1
248,16 62.€ 241,96 52.¢ 204,96: 49.1 200,56 55.1 170,40 48.1
12,71( 3.2 29,46 6.5 26,22¢ 6.3 23,44t 6.t 50,24¢ 14.2
52,01¢ 13.1 82,77¢ 18.1 91,77: 22.C 75,81¢ 20.¢ 79,14¢ 22.4
6,58( 1.7 7,53¢ 1.€ 7,572 1.8 6,32¢ 1.7 6,56¢ 1.8
71,30¢ 18.C  119,77¢ 26.z  125,57: 30.1 105,58t¢ 29.C  135,96! 38.t
9,10z 2.3 13,60¢ 3.C 14,77 3.5 8,74¢ 2.4 3,311 0.9
13,83: 3.t 16,49 3.€ 15,16: 3.€ 17,36: 4.8 15,96¢ 4.t
54,27( 13.€ 65,58 14 .4 56,56¢ 13.7 31,50: 8.7 28,38¢ 8.C
148,51. 37.4 215,46: 47.1 212,07 50.¢ 163,19! 44.¢  183,63¢ 51.¢
396,68: 100.C 457,42: 100.(% 417,03t 100.(% 363,75¢ 100.% 354,04. 100.(%
1,77 9,73: 7,342 8,89¢ 7,15¢
17¢ 27¢ 27z 21C 25€
5,96¢ 7,222 5,371 4,962 4,69:
$388,76. $440,19( $404,05: $349,60:. $341,93°




The following table illustrates the interest ragmsitivity of the Company’s loan portfolio at Septeer 30, 2006. Mortgages which have
adjustable or renegotiable interest rates are stamamaturing in the period during which the corttraprices. The table reflects
management’s estimate of the effects of loan preeays or curtailments based on data from the Coppistorical experiences and other
third party sources.

Commercial Agricultural
Real Estate(1) Consumer Business Operating Total
Weighted Weighted Weighted Weighted Weighted
Average Average Average Average Average
Amount Rate Amount Rate Amount Rate Amount Rate Amount Rate

(Dollars in Thousands)
Due During Years
Ending September &

2007(2) $133,02: 7.14% $16,52¢ 7.6(% $72,19¢ 8.7¢% $24,30: 8.04% $246,04¢ 7.7%%
200¢-2009 59,50¢ 6.31 11,56¢ 7.2€ 15,121 6.7: 4,34¢ 6.8 90,54: 6.58
2010 and following 50,54: 6.3¢ 3,071 7.0¢ 5,06¢ 6.54 1,41z 6.7¢ 60,08¢ 6.4%

@ Includes one- to four-family, multi-family, comméatand agricultural real estate loans.
@ Includes demand loans, loans having no stated ityaturd overdraft loans.




One- to Four-Family Residential Mortgage Lendi@ne- to fourfamily residential mortgage loan originations aemerated by tt
Company’s marketing efforts, its present customemrdk-in customers and referrals from real estate agamisbuilders. At September -
2006, the Company’s one- to four-family residentradrtgage loan portfolio totaled $59.3 million, % of the Company’total gross loc
portfolio. See “Originations, Purchases, Sales @edicing of Loans and Mortgage-Backed Securitids.September 30, 2006, the aver
outstanding principal balance of a one- to fourifamesidential mortgage loan was approximately $68.

The Company offers fixedate and ARM loans for both permanent structurek thnse under construction. During the year e
September 30, 2006, the Company originated $1.8%mbf adjustable-rate loans and $20.0 millionfixed-rate loans secured by orte-
four-family residential real estate, of which approately $6.2 million was held in portfolio. The @pany’s one- to foufamily residentie
mortgage originations are secured primarily by praps located in its primary market area and sunding areas.

The Company originates one- to four-family resitinnortgage loans with terms up to a maximum ofy8ars and with loan-to-
value ratios up to 100% of the lesser of the agprhvalue of the security property or the contpaitte. The Company generally requires
private mortgage insurance be obtained in an amsuffitient to reduce the Company’s exposure tordielow the 80% loan-tealue level
Residential loans generally do not include prepayrpenalties.

The Company currently offers one, three, five, seared ten year ARM loans. These loans have a fiagglfor the stated period a
thereafter, such loans adjust annually. These lgengrally provide for an annual cap of up to a B&6is points and a lifetime cap of |
basis points over the initial rate. As a conseqgaeasfcusing an initial fixedate and caps, the interest rates on these loapsatede as ra
sensitive as is the Company’s cost of funds. The@oys ARMs do not permit negative amortization of piat and are not convertit
into a fixed rate loan. The Compasydelinquency experience on its ARM loans has gdiyelbeen similar to its experience on fixed
residential loans.

Due to consumer demand, the Company also offeeslfixte mortgage loans with terms up to 30 years, mbgthich conform t
secondary markete., Fannie Mae, Ginnie Mae, and Freddie Mac standémteyest rates charged on these fixatd loans are competitive
priced according to market conditions. The Compaunyently sells most, but not all, of its fixededbans with terms greater than 15 years.

In underwriting one- to four-family residential tesstate loans, the Company evaluates both th@Wweris ability to make month
payments and the value of the property securingdahie. Most properties securing real estate loaadenby the Company are appraise:
independent fee appraisers approved by the Bodbdreftors. The Company generally requires borrewerobtain an attorney'title opiniotr
or title insurance, and fire and property insuratiseluding flood insurance, if necessary) in anoamt not less than the amount of the |
Real estate loans originated by the Company gdpearahtain a “due on salelause allowing the Company to declare the unpditcipal
balance due and payable upon the sale of the sepuoperty.

Commercial and Multi-Family Real Estate Lendifine Company engages in commercial and nfattiily real estate lending in
primary market area and surrounding areas and Unahgsed whole loan and participation interesteams from other financial institutior
At September 30, 2006, the Company’'s commercial amudti-family real estate loan portfolio totaled $167.6lliom, or 42% of th
Companys total gross loan portfolio. The purchased loamd laan participation interests are generally setloy properties located in
Midwest and West. See “Originations, PurchasegsSaihd Servicing of Loans and Mortgage-Backed &&=uf The Company, in order
supplement its loan
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portfolio and consistent with management’s objexgito expand the Company’s commercial and nfiauttily loan portfolio, purchased $1-
million, $13.0 million, and $25.7 million, of sudbans during fiscal 2006, 2005 and 2004, respegtivit September 30, 2006, none of
Company’s commercial and multi-family real estatarls were non-performing. See “NBefforming Assets, Other Loans of Concern
Classified Assets.”

The Company’s commercial and mutimily real estate loan portfolio is secured priityaloy apartment buildings, office building
and hotels. Commercial and multi-family real estatns generally have terms that do not exceede2@sy have loan-tealue ratios of up 1
80% of the appraised value of the security propexty are typically secured by personal guararaédise borrowers. The Company he
variety of rate adjustment features and other témits commercial and multi-family real estatergaortfolio. Commercial and mulfamily
real estate loans provide for a margin over a nurnobalifferent indices. In underwriting these loatise Company currently analyzes
financial condition of the borrower, the borrowseiredit history, and the reliability and prediglifp of the cash flow generated by !
property securing the loan. Appraisals on propgrtecuring commercial real estate loans originatedhe Company are performed
independent appraisers.

At September 30, 2006, the Company’s largest comialeand multifamily real estate loan was a $4.7 million loanused by
residential housing developments. At September2B0g, the average outstanding principal balanca obmmercial or multfamily rea
estate loan held by the Company was approximat& $00.

Multi-family and commercial real estate loans gaflgrpresent a higher level of risk than loans seduby one- to foufamily
residences. This greater risk is due to severabfacincluding the concentration of principal itiraited number of loans and borrowers,
effect of general economic conditions on incomedpoing properties and the increased difficulty wdlaating and monitoring these type:
loans. Furthermore, the repayment of loans sechyethulti-family and commercial real estate is typically degent upon the success
operation of the related real estate project.df¢hsh flow from the project is reduced (for examflleases are not obtained or renewed,
bankruptcy court modifies a lease term, or a migoant is unable to fulfill its lease obligation)e borrowers ability to repay the loan m
be impaired. MetaBank believes that it may evehuztceed its 400 percent total capital limitation nonresidential real estate loans
accordingly, has submitted a waiver request reqne€TS to grant an increase in its regulatory tlilAt September 30, 2006, MetaBask’
nonresidential real estate loans totaled 268 peafental capital.

Agricultural Lending.The Company originates loans to finance the puelsgarmland, livestock, farm machinery and eqeph
seed, fertilizer and for other farm related produéitt September 30, 2006, the Company had agrialltaal estate loans secured by farm
of $16.1 million or 4% of the Company’s gross Iqaortfolio. At the same date, $30.1 million, or 8%tlee Companys gross loan portfoli
consisted of secured loans related to agricultypatations.

Agricultural operating loans are originated at eithn adjustable or fixed rate of interest for a@mtone year term or, in the cas
livestock, upon sale. Most agricultural operatiogris have terms of one year or less. Such loanideréor payments of principal and intel
at least annually, or a lump sum payment upon ntgtifithe original term is less than one year. heaecured by agricultural machinery
generally originated as fixedte loans with terms of up to seven years. At&aper 30, 2006, the average outstanding princiglahice of a
agricultural operating loan held by the Company $@2,000. At September 30, 2006, $182,000, or 0@&P4he Company agriculture
operating loans were non-performing.
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Agricultural real estate loans are frequently oréged with adjustable rates of interest. Generaligh loans provide for a fixed r
of interest for the first one to five years, whitten balloon or adjust annually thereafter. In &ddj such loans generally amortize ov:
period of ten to 20 years. Adjustabskgte agricultural real estate loans provide foraagim over the yields on the corresponding U.Sasue
security or prime rate. Fixe@te agricultural real estate loans generally haxas up to five years. Agricultural real estaten® are genera
limited to 75% of the value of the property secgrthe loan. At September 30, 2006, none of the Gmy'p agricultural real estate portfc
was non-performing.

Agricultural lending affords the Company the oppaity to earn yields higher than those obtainabl@we- to fourfamily residentie
lending. Nevertheless, agricultural lending invehaegreater degree of risk than one- to famnily residential mortgage loans because o
typically larger loan amount. In addition, paymeatsloans are dependent on the successful opemtiomnagement of the farm prope
securing the loan or for which an operating loantikzed. The success of the loan may also bectfteby many factors outside the contre
the farm borrower.

Weather presents one of the greatest risks asdnailght, floods, or other conditions, can sevelieyt crop yields and thus imp:
loan repayments and the value of the underlyintathl. This risk can be reduced by the farmehwitvariety of insurance coverages wil
can help to ensure loan repayment. Government suppagrams and the Company generally require fdwahers procure crop insurat
coverage. Grain and livestock prices also preseiskas prices may decline prior to sale resuliing failure to cover production costs. Tt
risks may be reduced by the farmer with the uséutifres contracts or options to mitigate price riske Company frequently requi
borrowers to use future contracts or options tacedorice risk and help ensure loan repayment. laraisk is the uncertainty of governm
programs and other regulations. During period®waf tommodity prices, the income from governmengpams can be a significant sourc
cash to make loan payments and if these programsliacontinued or significantly changed, cash fiowblems or defaults could res
Finally, many farms are dependent on a limited ned$ key individuals upon whose injury or deathymesult in an inability to successft
operate the farm.

Consumer Lending The Company offers a variety of secured consuloans, including home equity, home improver
automobile, boat and loans secured by savings deptis addition, the Company offers other secusad unsecured consumer loans.
Company currently originates substantially alltsféGonsumer loans in its primary market area andsoding areas. The Company origin:
consumer loans on both a direct and indirect bagiSeptember 30, 2006, the Compangbnsumer loan portfolio totaled $31.2 million
8% of its total gross loan portfolio. Of the consmioan portfolio at September 30, 2006, $22.1lionlwere short- and intermediaiem
fixed-rate loans, while $9.1 million were adjustabte loans

The largest component of the Compangbnsumer loan portfolio consists of home equignk and lines of credit. Substantially
of the Companys home equity loans and lines of credit are secbyedecond mortgages on principal residences. Tarapany will len
amounts which, together with all prior liens, tygllg may be up to 100% of the appraised value efftfoperty securing the loan. Home eq
loans and lines of credit generally have maximummseof five years.

The Company primarily originates automobile loansaodirect basis, but also originates indirect engtoile loans on a very limit
basis. Direct loans are loans made when the Compat®nds credit directly to the borrower, as opdaseindirect loans, which are me
when the Company purchases loan contracts, oftardagcount, from automobile dealers which havermrdéd credit to their customers.
Company'’s automobile loans typically are originasdixed interest rates with terms up to 60
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months for new and used vehicles. Loans secureautymobiles are generally originated for up to 88Rthe N.A.D.A. book value of tt
automobile securing the loan.

Consumer loan terms vary according to the typevahdge of collateral, length of contract and creditthiness of the borrower. T
underwriting standards employed by the Companyctorsumer loans include an application, a deterioinatf the applicans paymer
history on other debts and an assessment of atilityeet existing obligations and payments on tlopgsed loan. Although creditworthin
of the applicant is a primary consideration, theemvriting process also includes a comparison efllue of the security, if any, in relat
to the proposed loan amount.

Consumer loans may entail greater credit risk thanesidential mortgage loans, particularly in ¢hse of consumer loans which
unsecured or are secured by rapidly depreciabitsasich as automobiles or recreational equipriestich cases, any repossessed colli
for a defaulted consumer loan may not provide agadte source of repayment of the outstanding b@dance as a result of the gre
likelihood of damage, loss or depreciation. In #ddi consumer loan collections are dependent enhbibrrowers continuing financii
stability, and thus are more likely to be affecbydadverse personal circumstances. Furthermoregphkcation of various federal and s
laws, including bankruptcy and insolvency laws, iyt the amount which can be recovered on suemdo At September 30, 2006, non
the Company’s consumer loan portfolio was non-perfiog.

Commercial Business Lendinghe Company also originates commercial businesasloMost of the Company’ commercic
business loans have been extended to finance dochiegional businesses and include stesrty loans to finance machinery and equipt
purchases, inventory and accounts receivable. Cooimhéoans also involve the extension of revolvargdit for a combination of equipmi
acquisitions and working capital in expanding conigs. At September 30, 2006, $92.4 million, or 28%4he Companys total gross loz
portfolio was comprised of commercial business $an

The maximum term for loans extended on machinery egquipment is based on the projected useful lifsuch machinery a
equipment. Generally, the maximum term on non-nag#glines of credit is one year. The loan/due ratio on such loans and lines of ci
generally may not exceed 80% of the value of tHatwal securing the loan. The Compasigommercial business lending policy inclt
credit file documentation and analysis of the baeds character, capacity to repay the loan, theqadcy of the borrowes’ capital an
collateral as well as an evaluation of conditiofisaing the borrower. Analysis of the borrowepast, present and future cash flows is al:
important aspect of the Companycurrent credit analysis. Nonetheless, such laembelieved to carry higher credit risk than noaeitiona
investments.

The largest commercial business loan outstandiggptember 30, 2006 was a $9.1 million secureccbgumts receivables. The n
largest commercial business loan outstanding aieSdyer 30, 2006 was a $9.0 million loan securedlbgf the assets of the borrower. Tt
loans are currently performing in accordance whhirt terms. At September 30, 2006, the averagetamdsg principal balance of
commercial business loan held by the Company wasoapnately $229,000.

Unlike residential mortgage loans, which generally made on the basis of the borroweability to make repayment from his or
employment and other income and which are secweadd property whose value tends to be more easitgrtainable, commercial busir
loans typically are made on the basis of the boer&swability to make repayment from the cash flowh® borrowers business. As a resi
the availability of funds for the repayment of coemeial business loans may be substantially depératethe success of the business i
(which, in turn, is likely to be dependent upon temeral economic environment). The Comparggmmercial business loans are usually
not always, secured by business assets and pepaaraintees. However, the collateral securingadhed may depreciate
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over time, may be difficult to appraise and maxgtlate in value based on the success of the bssiAeSeptember 30, 2006, $3.6 million
3.9%, of the Company’s commercial business loatf@ar was non-performing.

Originations, Purchases, Sales and Servicing of Loa and Mortgage-Backed Securities

Loans are generally originated by the Comparstaff of salaried loan officers. Loan applicaticare taken and processed in
branches and the main office of the Company. WhieeCompany originates both adjustable-rate areblfiate loans, its ability to origine
loans is dependent upon the relative customer deénfianloans in its market. Demand is affected bg thterest rate and econol
environment.

The Company, from time to time, sells whole loand Ban participations generally without recouseSeptember 30, 2006, th
were no loans outstanding sold with recourse. Wioans are sold the Company sometimes retains smomsibility for collecting ar
remitting loan payments, making certain that resthie tax payments are made on behalf of borrowaards otherwise servicing the loans.
servicing fee is recognized as income over thedffthe loans. The Company services loans thatgtrmted and sold totaling $47.5 millior
September 30, 2006, of which $22.9 million wereldolFannie Mae and $24.6 million were sold to the

In periods of economic uncertainty, the Comparsbility to originate large dollar volumes of Isamay be substantially reducec
restricted, with a resultant decrease in related lorigination fees, other fee income and operatargings. In addition, the Compasbility
to sell loans may substantially decrease as patdniiers (principally government agencies) redbe& purchasing activities.

14




The following table shows the loan origination (irting undisbursed portions of loans in processyclpases and advances
purchased loans, and repayment activities of thefgamy for the periods indicated.

Originations by typ¢

Adjustable rate
Real estat— one- to four-family
- commercial and mu-family
- agricultural real esta
Nor-real estat— consume
- commercial busines
- agricultural operatini

Total adjustab-rate

Fixed rate
Real estat— one- to four-family
- commercial and mu-family
- agricultural real estat
Nor-real estat— consume
- commercial busines
- agricultural operatini

Total fixec-rate

Total loans originate

September 30,
2006 2005 2004
(Dollars in Thousands)
$ 9,26¢ $ 13,58¢ 4,08¢
33,30( 39,71( 35,28¢
56¢& 4,50(C 5,41¢
1,58¢ 10,18¢ 14,66¢
121,13 150,51¢ 103,86«
33,32¢ 36,25 29,841
199,18: 254,75: 193,17:
29,86¢ 18,02¢ 22,96¢
37,02t 48,17« 43,87¢
7,62% — 40
2,97¢ 12,70 8,28¢
63,00¢ 41,52 21,32¢
17,47¢ 7,345 5,83¢
157,97¢ 127,77( 102,33!
357,16( 382,52: 295,50¢
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Purchase:

Real estat— one-to-four-family 59¢ — —
- commercial and mu-family 14,81 12,981 25,73:
Non-real estat— commercial busines 52,88: 26,71( 13,81(
Total loan: 68,29/ 39,691 39,54:
Total mortgac-backed securitie — 15,17: 46,00
Total purchase 68,29 54,87( 85,54¢

Sales and Repaymer:

Sales:
Real estat— one- to four family 1,737 16,27: 18,04:
Nor-real estat— commercial busines — — —
Total loan: 1,73 16,27 18,04:
Mortgage-backed securitie — 25,86:
Total sale 1,73 42,13t 18,04
Repayments
Loan principal repaymen 474,97¢ 366,86° 265,93¢
Mortgag-backed securities repayme 40,53: 75,10 88,58¢
Total principal repaymen 515,50¢ 441 ,96¢ 354,79:
Total reduction 517,24¢ 484,10: 372,83!
(Decrease) in other items, 1 (3,85¢) (4,077 (1,139
Net increase (decrea: $ (95,649 $ (50,789 $ 7,08¢

At September 30, 2006, approximately $50.8 million12.8%, of the Company/’'gross loan portfolio consisted of purchased I
The Company believes that purchasing loans outsides market area assists the Company in divargifyts portfolio and may lessen
adverse affects on the Compasmyusiness or operations which could result inetient of a downturn or weakening of the local ecopndn
which the Company conducts its operations. Howeagdjtional risks are associated with purchasiramsooutside of the Compasymarke
area, including the lack of knowledge of the latarket and difficulty in monitoring and inspectitige property securing the loans.

The following table provides information regarditige Companys balance of wholly purchased real estate and bssitoans ar
participations for each state in which the balamicguch loans exceeded $1.0 million at Septembg2@06.
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One- to four- Commercial and Total Purct

Family Loans Multi-Family Loans
Number Number
of of
Location Balance Loans Balance Loans Balance
(Dollars in
Thousands)
Arizona $ — — $ 7,65 3 $ 7,65
California — — 3,54¢ 2 3,54¢
Florida — — 4,52¢ 3 4,52¢
lowa 14 2 16,38¢ 25 16,40:
Minnesota — — 5,371 5 5,371
North Caroline 1,00¢ 5 — — 1,00¢
South Dakott 9 2 4,28t 4 4,29¢
Washingtor 27¢ 1 2,501 4 2,77¢
Other state 632 30 4,54¢ 6 5,17¢
Total $ 1,93¢ 40 48,81¢ 52 50,75:
Percent of loan portfoli 0.05% 12.2% 12.£%

Non-Performing Assets, Other Loans of Concern, an€lassified Assets

When a borrower fails to make a required paymenteah estate secured loans and consumer loanswiihdays after the paym
is due, the Company generally initiates collectovacedures by mailing a delinquency notice. Thearusr is contacted again, by writ
notice or telephone, before the payment is 30 gags due and again before 60 days past due. Incasss, delinquencies are cured prom
however, if a loan has been delinquent for more 9@ days, satisfactory payment arrangements naustdhered to or the Company 1
initiate foreclosure or repossession.

Generally, when a loan becomes delinquent 90 dayeave or when the collection of principal or irgst becomes doubtful, 1

Company will place the loan on a nenerual status and, as a result, previously accintedest income on the loan is taken out of cu
income. The loan will remain on a non-accrual statuatil the loan becomes current.
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The following table sets forth the Compasyban delinquencies by type, before allowanceldan losses, by amount and

percentage of type at September 30, 2006.

Loans Delinquent For:

30-59 Days 60-89 Days 90 Days and Over
Percent Percent Percent
of of of
Number Amount Category Number Amount Category Number Amount Category
(Dollars in Thousands)
Real Estate
One- to four-family 2 $ 18¢ 21% - $ — —% 1 $ 31 1%
Commercial and multi-
family — — — — — — — — —
Agricultural real estat — — — — — — — — —
Consume 3 15 2 2 9 2 — — —
Agricultural operating 2 19 2 — — — 1 182 4
Commercial busines 7 673 75 1 50C 98 5 3,881 95
Total 14 $ 89z 100% 3 $ 50¢ 10C% 7 $ 4,10( 100%

Delinquencies 90 days and over constituted 1.09%taf gross loans and 0.58% of total assets.
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The table below sets forth the amounts and categ@i non-performing assets in the Comparigan portfolio. Loans, with sor
exceptions, are typically placed on naccrual status when the loan becomes 90 days ar dedinquent or when the collection of princ
and/or interest become doubtful. For all years gutesd, the Company’'troubled debt restructurings (which involved feilgg a portion o
interest or principal on any loans or making loatsa rate materially less than that of market jatgs included in the table and w
performing as agreed.

September 30,

2006 2005 2004 2003 2002

(Dollars in Thousands)
Non-accruing loans

One- to four-family $ 31 $ 54 $ — $ 15€ $ 51
Commercial and mu-family — — 39¢ 417 417
Agricultural real estat — — — — 41
Consume — 1 59 17 —
Agricultural operating 182 21¢ 254 291 394
Commercial busines 3,88 404 — 12¢€ 40¢

Total no-accruing loan: 4,10( 677 712 1,007 1,311

Accruing loans delinquel

90 days or mor — — — — 81¢

Total no-performing loan: 4,10( 677 712 1,007 2,13(

Restructured Loan:

Consume — — — — —
Agricultural operating — 7 9 28 9
Commercial busines — — 8 31 71
Total restructured loai — 7 17 59 80
Foreclosed assel
One- to four-family 15 — — — —
Commercial real esta 35 1,841 — 912 1,31C
Consume — — — 4 18
Commercial busines — 2,86k — 19z —
Total 50 4,70¢ — 1,10¢ 1,32¢
Total no-performing asset $ 4,15C $ 5,39( $ 72¢ $ 2,17t $ 3,53¢
Total as a percentage of total as 0.5€% 0.6%% 0.0%% 0.28% 0.5¢%

For the year ended September 30, 2006, gross shtereome which would have been recorded had threaoruing loans be:
current in accordance with their original terms amted to approximately $635,000, of which none imakided in interest income.

Non-accruing Loans At September 30, 2006, the Company had $4,1008omaccruing loans, which constituted 1.03% of
Companys gross loan portfolio. Included in this total wasingle commercial business loan, with an outstantdalance of $3.6 millio
which is secured by assets of a road paving company

Accruing Loans Delinquent 90 Days or Mo#st. September 30, 2006, the Company has no acctosmgs delinquent 90 days
more.

Other Loans of Concerit September 30, 2006, there were loans totaling #iillion not included in the table above wherekmn
information about the possible credit problemsafrbwers
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caused management to have concern as to the aijilitye borrower to comply with the present loapaygment terms. This amount consit
of two one- to foufamily residential mortgage loans totaling $39,08@0 commercial real estate loans totaling $333,00@ commercie
business loans totaling $842,000, and three consloaes totaling $44,000 .

Classified Assets-ederal regulations provide for the classificatiminloans and other assets such as debt and eqatyrite:
considered by the Office of Thrift Supervision (t&TS”) to be of lesser quality as “substandardidtibtful” or “loss.” An asset is consider
“substandard’if it is inadequately protected by the current wetth and paying capacity of the obligor or of twlateral pledged, if an
“Substandard” assets include those characterizethéy'distinct possibility” that the savings assditin will sustain “some lossif the
deficiencies are not corrected. Assets classifeetddaubtful” have all of the weaknesses inherenthimse classified “substandardyith the
added characteristic that the weaknesses presduet foallection or liquidation in full,”on the basis of currently existing facts, condisioan:
values, “highly questionable and improbable.” Assdassified as “loss” are those considered “uectible” and of such minimal value tt
their continuance as assets without the establishofea specific loss reserve is not warranted. [bhaas held by MetaBank WC are subjet
similar classification by its regulatory authoritie

When assets are classified as either substandatoubtful, the Banks may establish general allowearfor loan losses in an ama
deemed prudent by management. General allowanpessent loss allowances which have been establighegcognize the inherent r
associated with lending activities, but which, kelspecific allowances, have not been allocatquhtticular problem assets. When asset
classified as “loss,the Bank is required either to establish a spedfiowance for losses equal to 100% of that portbrthe asset
classified or to charge-off such amount. The Bamleterminations as to the classification of theseds and the amount of their valua
allowances are subject to review by their regulatauthorities, who may order the establishment aditeonal general or specific Ic
allowances.

On the basis of managementeview of its assets, at September 30, 2006Ctmpany had classified a total of $4.96 millionits
assets as substandard, $447,000 as doubtful amdasoloss. Included in the assets classified astaudbard is $50,000 of real estate ov
and other foreclosed assets.

Allowance for Loan Losse$he allowance for loan losses is established tHraugrovision for loan losses based on management
evaluation of the risk inherent in its loan poridodnd changes in the nature and volume of its kaivity, including those loans which |
being specifically monitored by management. Sucaluation, which includes a review of loans for whitull collectibility may not b
reasonably assured, considers among other mattergstimated fair value of the underlying collateeconomic conditions, historical Ic
loss experience and other factors that warrangrgtion in providing for an adequate loan lossalace.

Current economic conditions in the Compangiarket area are generally stable. Unemploymées ramain at levels lower than
national average, and corporate profits have bigen Over the last year, residential and commenaal estate prices have remained ste
but national trends in these areas, particularlthenEast and West coasts, could eventually damganestate price appreciation or lea
price declines in the Comparsymarket area. Many economists have forecastedvedsivn in economic growth during calendar 2t
Generally, economic growth in the Companyharket area is not prone to fluctuations as gaeahose experienced on the national |
however a prolonged economic slowdown may affeetfthancial conditions and repayment capacitieshef Companys commercial ar
consumer borrowers. The agricultural sector inGoenpanys market area is also generally stable. The agui@ileconomy is accustomec
commodity price fluctuations and is
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generally able to handle such fluctuations withsignificant problem. A prolonged decline in comntgdbrices, or a prolonged period
unfavorable weather conditions, however, could cffiae financial conditions and repayment capaxité the Companyg agriculture
borrowers. Weakness in any of the Compargan portfolios could create a need for the Campta increase its allowance for loan los
through increased charges to provision for loasdes

Real estate properties acquired through foreclosmeerecorded at the lower of cost or fair valdefalr value at the date
foreclosure is lower than the balance of the rdldban, the difference will be chargeff-to the allowance for loan losses at the tim
transfer. Valuations are periodically updated bynagement and if the value declines, a specific ipraw for losses on such propert)
established by a charge to operations.

Although management believes that it uses theib&simation available to determine the allowanag¥preseen market conditic
could result in adjustments and net earnings cbalgdignificantly affected if circumstances diffaibstantially from the assumptions use
making the final determination. Future additionstlie Companys allowances will be the result of periodic loanpperty and collater
reviews and thus cannot be predicted in advance.

The following table sets forth an analysis of th@®any’s allowance for loan losses.

September 30

2006 2005 2004 2003 2002

(Dollars in Thousands)

Balance at beginning of peric $ 7,222 $ 5,371 $ 4,962 $ 4,69: $ 3,86¢
Charge-offs:
One-to four family 8 — (7 4 (12)
Agricultural operating — — — — (84)
Commercial and mu-family — (141) — (32) —
Consume (6) (13 (19 (49 (139)
Commercial busines (1,115 (3,627 (83 (29 (86)
Total charg-offs (1,129 (3,777) (109 (113 (320)
Recoveries
One-to-four family — — 2 2 2
Consume 5 32 25 13 39
Commercial busines 324 — 2 10 4
Commercial and mu-family — 114 — — —
Agricultural operating — — — 7 9
Total recoverie 32¢ 14¢€ 29 32 54
Net charg-offs (800) (3,63)) (80) (81) (26€)
Additions charged (credited) to operati (4549) 5,48 48¢ 35C 1,09(C
Balance at end of peri $ 5,96¢ $ 7,22 $ 5,371 $ 4,96 $ 4,69:
Ratio of net charge-offs during the peri
to
average loans outstanding during the
period 0.1<% 0.82% 0.02% .02% .08%
Ratio of net charge-offs during the period
to
average nc-performing asset 13.56% 118.(% 2.2€% 2.5(% 4.54%

For more information on the provision for loan lesssee “Management’s Discussion and Analysis ulResf Operationsin the
Annual Report.
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The distribution of the Company’s allowance fordes on loans at the dates indicated is summargzéalaws:

September 30,
2006 2005 2004 2003 2002
Percent Percent Percent Percent Percent
of Loans of Loans of Loans of Loans of Loans
in Each in Each in Each in Each in Each
Category Category Category Category Category
to Total to Total to Total to Total to Total
Amount Loans Amount Loans Amount Loans Amount Loans Amount Loans
(Dollars in Thousands)
One- to four-family $ 13C 14.9¢%0 $ 11C 10.4(% $ 97 10.9% $ 13t 14.37% $ 17C 20.5%%0
Commercial and mu-family
real estatt 1,482 42.2°¢ 2,37( 51.7¢ 2,83¢ 50.27 2,51z 52.57 2,66¢ 50.1¢
Agricultural real estat 11E 4.07 152 3.3: 17¢ 7.13 11€ 3.2C 131 3.41
Consume 12C 7.8¢€ 422 6.92 37¢€ 7.2¢ 344 7.32 317 6.6¢€
Agricultural operating 21¢ 7.5¢ 47¢€ 5.3€ A7¢€ 5.07 62¢ 6.21 63¢ 7.1t
Commercial busines 3,54¢ 23.2¢ 3,43¢ 22.2¢ 1,33¢ 19.31 1,025 16.3¢ 663 12.1(C
Unallocatec 35¢ — 258 — 70 — 20C — 10¢ —
Total $5,96¢ 100.0(% $7,227 100.0% $5,371 100.0(% $4,96: 100.0% $4,69: 100.00%%
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Investment Activities

General.The investment policy of the Company generallyoisnivest funds among various categories of investsnand maturitie
based upon the Compasyneed for liquidity, to achieve the proper balabetveen its desire to minimize risk and maximi&ddy to provids
collateral for borrowings, and to fulfill the Compads asset/liability management policies. The Comypsinvestment and mortgadpacke
securities portfolios are managed in accordanck avivritten investment policy adopted by the Boafrdirectors, which is implemented
members of the Bank’s Investment Committee. The Gy is aware that, due to higher levels of corregion risk, the low- and noes
checking deposits generated through MPS may cagreater degree of liquidity risk than traditiomahsumer checking deposits. As a re
the Company closely monitors balances in theseustspand maintains a portfolio of highly liquidsass to fund potential deposit outflo
To date, the Company has not experienced any imatelior unusual outflows related to MPS, thouglassurance can be given that this
continue to be the case.

As of September 30, 2006, the Company’s entirestment and mortgageacked securities portfolios were classified aslabke for
sale. For additional information regarding the Camys investment and mortgagecked securities portfolios, see Notes 1 andtdeNote
to Consolidated Financial Statements in the AniReglort.

As of September 30, 2006, investment and mortdegpied securities with fair values of approximatehb.1 million were pledge
as collateral for FHLB advances and reverse re@selagreements. For additional information reggrttie Company collateralization ¢
borrowings, see Notes 9 and 10 of the Notes to @mtaded Financial Statement in the Annual Report.

Securities Purchased Under Agreements to RdseBeptember 2005, Meta Payment Systems enteredinbntract to assume
processing of a gift card portfolio. As part of tbentract, the funds supporting the outstandinguzds of the portfolio were investec
securities purchased under an agreement to rdseligh Bank of America. The agreement matures esewen days and the securi
purchased under the agreement are comprised af GoBrnment agency securities.

Investment Securitieff.is the Companys general policy to purchase investment secunti@ish are U.S. Government securities
federal agency obligations, state and local goventrobligations, commercial paper, corporate debasties and overnight federal funds.
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The following table sets forth the carrying valuk tbe Company’s investment security portfolio, exihg mortgagdsacker
securities, at the dates indicated.

September 30,

2006 2005 2004

(Dollars in Thousands)

Investment Securitie!

Trust preferred and corporate securitie 26,27¢ $ 25,631 $ 25,99:
Municipal bond: 14t 441 482
Equity investment 56¢ 567 514
Freddie Mac common stor 262 22¢€ 264
Fannie Mae common sto 112 90 127
Other 10¢ 1,01z 1,05z
Subtota 27,47" 27,97 28,43:
FHLB and FRB stocl 5,76¢ 8,287 11,17¢
Total investment securities and FHLB and FRigls 33,24: $ 36,25¢ $ 39,61

Other Interes-Earning Assets
Interest bearing deposits in other financialiingons and Feder:
Funds sold (2 101,94¢ $ 8,97¢ $ 7,34t

(1) Within the trust preferred securities presentedvabthere are securities from individual issueet #xceed 10% of the Compaay’
total equity. The name and the aggregate markaewal securities of each individual issuer areadlews, as of September 30, 20
Key Corp Capital I, $4.94 million; Bank Boston CapiTrust IV, $4.86 million; BankAmerica Capital |l64.66 million; PNC Capiti
Trust, $4.86 million; Huntington Capital Trust $4.83 million.

(2) The Company at times maintains balances in exddaesured limits at various financial institutiomgluding the Federal Home La
Bank of Des Moines, the Federal Reserve Bank, éme grivate institutions. At September 30, 2006 @ompany had $79.8 milli
of interest bearing deposits held at the Federahélboan Bank of Des Moines. The Company does nimveethese deposits carr
significant risk of loss, but cannot provide assges that no losses could occur if these institgtivere to become insolvent.

The composition and maturities of the Companiivestment securities portfolio, excluding equégcurities, FHLB stock a
mortgage-backed securities, are indicated in thewiing table.

September 30, 2006

After 1 After 5
Year Years
1 Year or Through Through After Total Investment
Less 5 Years 10 Years 10 Years Securities
Carrying Carrying Carrying Carrying Amortized Market
Value Value Value Value Cost Value

(Dollars in Thousands)

Trust preferred and corpore

securities $ — $ 1,002 $ — $ 25,27¢ $ 26,77 $ 26,27¢
Municipal bonds 14t — — — 14¢€ 14t
Other 10¢ — — — 11C 10¢
Total investment securitie $ 254 $ 1,002 $ — $ 25,27¢ $ 27,02¢ $ 26,53¢
Weighted average yield (. 4.31% 5.7(% —% 6.31% 6.25% 6.27%
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(@ Yields on tax-exempt obligations have not been aseghon a tax-equivalent basis.

Mortgage-Backed Securitiefhe Company’s mortgageacked and related securities portfolio consisitmamily of securities issue
under governmergponsored agency programs, including those of @iMae, Fannie Mae and Freddie Mac. The Compangrfuatly ha:
held Collateralized Mortgage Obligations (“CMQOs8g well as a limited amount of privately issued tg@ge pas#hirough certificates. Tt
Ginnie Mae, Fannie Mae and Freddie Mac certificaresmodified pass-through mortgdomeked securities that represent undivided ints
in underlying pools of fixed-rate, or certain typef adjustable-rate, predominantly single-familydano a lesser extent, mufamily
residential mortgages issued by these governsgonsored entities. Fannie Mae and Freddie Macrginerovide the certificate holdel
guarantee of timely payments of interest, whethiemat collected. Ginnie Mas’guarantee to the holder is timely payments ofgipal an
interest, backed by the full faith and credit of tH.S. Government. Privately issued mortgage gassigh certificates generally provide
guarantee as to timely payment of interest or guadc and reliance is placed on the creditworthsnes the issuer, which the Compi
monitors on a regular basis.

At September 30, 2006, the Company had mortdgegied securities with a carrying value of $147iBian, representing 93%
the total portfolio, which had fixed rates of irest and $10.8 million, representing 7% of the tpiaitfolio, which had adjustable rates
interest.

Mortgage-backed securities generally increase tiadity of the Company assets by virtue of the insurance or guaranbsgstcl
them, are more liquid than individual mortgage amd may be used to collateralize borrowings berbbligations of the Company.
September 30, 2006, $85 million or 51% of the Comyfmamortgagebacked securities were pledged to secure varioligadbns of thi
Company.

While mortgagesacked securities carry a reduced credit risk aspemed to whole loans, such securities remain stibjethe ris|
that a fluctuating interest rate environment, alerity other factors such as the geographic distignuof the underlying mortgage loans, r
alter the prepayment rate of such mortgage loadssaraffect both the prepayment speed, and vafugjah securities. The prepayment
associated with mortgadecked securities is monitored periodically, aneppyment rate assumptions adjusted as appropoiatedate th
Company’s mortgage-backed securities accountingaaset/liability reports.
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The following table sets forth the carrying valdehee Company’s mortgage-backed securities at #tesdindicated.

September 30,

2006 2005 2004

(Dollars in Thousands)

Ginnie Mae $ — $ 3 $ 6,721
CMO 6 7 1,60¢
Freddie Mac 98,32¢ 125,77( 164,00:
Fannie Mae 60,29t 77,05¢ 121,62
Privately Issued Mortgage P-Through Certificate 73 85 12¢

Total $ 158,70: $ 202,92: $ 294,09:

The following table sets forth the contractual migies of the Company’s mortgadecked securities at September 30, 2006
considered in the preparation of the table belothéseffect of prepayments, periodic principal sepants and the adjustabiate nature «
these instruments.

September 30, 2006

After 1 Year After 5 Years
1 Year or Through Through After Total Mortgage-Backed
Less 5 Years 10 Years 10 Years Securities
Carrying Carrying Amortized Market
Value Carrying Value Carrying Value Value Cost Value

(Dollars in Thousands)

CMO $ — % — 3 — % 6 $ 6 $ 6

Freddie Mac — 87,71« — 10,61¢ 102,14! 98,32¢

Fannie Mae — 59,42 — 872 63,58 60,29¢

Privately Issued Mortgac

Pas-Through Certificates(1 — — — 73 66 73
Total investment securitit — 147,13! — 11,567 165,79¢ 158,70:
Weighted average yie —% 4.14% —% 4.55% 4.16% 4.16%

(@ This security is rated Aaa by a nationally recagdirating agency .

At September 30, 2006, the contractual maturity 806 of all of the Company’s mortgapecked securities was in excess of
years. The actual maturity of a mortg-backed security is typically less than its statemturity due to scheduled principal payments
prepayments of the underlying mortgages. Prepaysrteat are different than anticipated will affeee tyield to maturity. The yield is bas
upon the interest income and the amortization of premium or discount related to the mortghgeked security. In accordance v
generally accepted accounting principles, premiamg discounts are amortized over the estimated lofethe loans, which decrease
increase interest income, respectively. The pregayrassumptions used to determine the amortizagoiod for premiums and discounts
significantly affect the yield of the mortgappecked security, and these assumptions are reviperddically to reflect actual prepayme
Although prepayments of underlying mortgages dependmany factors, including the type of mortgagihe coupon rate, the age
mortgages, the geographical location of the undeglyeal estate collateralizing the mortgages asrtkgal levels of market interest rates,
difference between the interest rates on the uyidgrimortgages and the prevailing mortgage interatsts generally is the most signific
determinant of the rate of prepayments. Duringquiriof falling mortgage interest rates, if the comupate of the underlying mortgay
exceeds the prevailing market interest rates afféoe mortgage loans, refinancing generally incesaand accelerates the prepayment ¢
underlying mortgages and the related security. Usdeh circumstances, the Company may be subjesineestment risk because, to
extent that
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the Company’s mortgadgeacked securities amortize or prepay faster thénipated, the Company may not be able to reinthesproceeds
such repayments and prepayments at a comparable rat

Sources of Funds

General. The Companys sources of funds are deposits, borrowings, apatitn and repayment of loan principal, intereshed ot
or maturation of investment securities and shortitmvestments, and funds provided from operations.

Borrowings, including Federal Home Loan Bank (“FH)LBf Des Moines advances, and repurchase agreenmayshe used
times to compensate for seasonal reductions ingitspar deposit inflows at less than projected levmay be used on a longerm basis t
support expanded lending activities, and may a¢saded to match the funding of a correspondingtasse

Deposits.The Company offers a variety of deposit accountsrigaa wide range of interest rates and terms. Companys deposit
consist of passbook savings accounts, money maakings accounts, NOW and regular checking accpantscertificate accounts currer
ranging in terms from fourteen days to 60 monthe Tompany only solicits deposits from its primargrket area and does not currently
brokers to obtain deposits. The Company relies amilgn on competitive pricing policies, advertisimgd higheguality customer service
attract and retain these deposits. The Companpdasokered deposits.

The flow of deposits is influenced significantly lggneral economic conditions, changes in money etaakd prevailing intere
rates, and competition.

The variety of deposit accounts offered by the Camyphas allowed it to be competitive in obtainingds and to respond w
flexibility to changes in consumer demand. The Canypendeavors to manage the pricing of its depasikeeping with its asset/liabili
management and profitability objectives. Based tenekperience, the Company believes that its passbavings, money market savil
accounts, NOW and regular checking accounts aadively stable sources of deposits. However, thittalof the Company to attract a
maintain certificates of deposit and the rates paithese deposits has been and will continue gidugficantly affected by market conditiol

$163.1 million of the Company’s deposit portfolattributable to MPS. The majority of these defsagipresent uspent funds ¢
prepaid debit cards and other stored value prodaot$ are included with non-interest-bearing demadegosits on the Comparsy’
Consolidated Statement of Financial Condition. Galhg these deposits do not earn interest. Metareat Systems originates debit ¢
programs through outside sales agents and otherdial institutions. As such, these deposits carspmewhat higher degree of liquidity |
than traditional consumer products. If a majorrdlier card program were to leave the Bank, demagftows would be more significant th
if the bank were to lose a more traditional custoride Company takes this additional risk into actovhen planning its investment ¢
liquidity strategies. The increase in depositsiagisrom MPS has also allowed the bank to reduxeeliance on higher costing certificate
deposits and public funds.
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The following table sets forth the savings flowsret Company during the periods indicated.

September 30,

2006 2005 2004

(Dollars in Thousands)

Opening balanc $ 541,04. $ 461,79° $ 435,82:
Deposits 11,887,99 3,255,39! 2,065,42
Withdrawals (11,871,31) (3,185,59) (2,031,50)
Sale of deposi — — (16,109
Interest credite: 7,98¢ 9,44: 8,151
Ending balanc $ 565,71( $ 541,04. $ 461,79
Net increas $ 24,66¢ $ 79,24* $ 25,97¢
Percent increas 4.56% 17.1€¢% 5.9¢%

The following table sets forth the dollar amountsakings deposits in the various types of depasignams offered by the Compe
for the periods indicated.

September 30,
2006 2005 2004
Percent Percent Percent
Amount of Total Amount of Total Amount of Total

(Dollars in Thousands)

Transactions and Savings Depo:

Non-interest bearing Demand Accoul $ 189,50t 33.5(% $ 102,43t 18.92% $ 19,75 4.28%
Interest bearing Demand Accoul 26,82¢ 4,74 33,48: 6.1¢ 27,657 5.9¢
Passbook Savings Accout 29,86¢ 5.2¢ 62,37 11.52 45,66¢ 9.8¢
Money Market Account 103,29( 18.2¢ 74,63 13.7¢ 103,96¢ 22.5]
Total Nor-Certificate 349,49: 61.7¢ 272,92( 50.4: 197,04 42.67
Certificates:

Variable 2,90¢ 0.51 2,21¢€ 0.41 2,05: 0.4¢
0.00- 1.99% 1,37¢ 0.24 18,79 3.47 89,60: 19.4(
2.00- 3.99% 69,49 12.2¢ 190,18¢ 35.1% 129,44° 28.0¢
4.00- 5.99% 142,42¢ 25.1¢ 52,341 9.6¢ 32,22¢ 6.9¢
6.00- 7.99% 10 0.0c 4,57¢ 0.8t 11,42¢ 2.47
Total Certificates 216,21 38.2- 268,12. 49.5¢ 264,75! 57.3¢
Total Deposit: $ 565,71 100.0% $ 541,04. 100.0% $ 461,79 100.0(%
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The following table shows rate and maturity infotioa for the Company’s certificates of deposit &September 30, 2006.

Certificate accounts maturir

in quarter endin:

December 31, 200
March 31, 200°
June 30, 200
September 30, 20(
December 31, 200
March 31, 200¢
June 30, 200
September 30, 20(
December 31, 200
March 31, 200¢
June 30, 200
September 30, 20(
Thereafte

Total

Percent of tote

0.00 - 2.00- 4.00- 6.00- Percent
Variable 1.99% 3.99% 5.99% 7.99% Total of Total
(Dollars in Thousands)
$ 907 $ 1,19¢ $ 11,43] $ 19,357 $ — $ 32,88¢ 15.2%
40C 46 22,59: 33,44¢ — 56,48 26.1
353 122 8,58¢ 30,81 — 39,87¢ 18.4
56E — 4,55¢£ 17,62¢ — 22,74* 10.5
47C 18 3,19¢ 6,371 — 10,06: 4.7
21% — 2,33¢ 1,23¢ — 3,78t 1.9
— — 3,82¢ 6,64¢ — 10,47: 4.8
— — 6,99( 4,094 — 11,08 5.2
— — 2,191 2,67¢ — 4,867 2.2
— — 1,592 2,592 — 4,18¢ 1.8
— — 684 2,96¢ — 3,652 1.7
— — 33¢ 1,47¢ — 1,81( 0.8
— — 1,17¢ 13,11¢ 10 14,30¢ 6.€
$ 2,90¢ $ 1,37¢  $ 69,49 $ 14242t % 10 $ 216,21 100.(%
1.2% 0.€% 32.1% 66.(% 0.C% 100.(%

The following table indicates the amount of the @amy’s certificates of deposit and other deposits by tiemaining until maturii

as of September 30, 2006.

Certificates of deposit less than $100,!

Certificates of deposit of $100,000 or m

Total certificates of deposit(:

Maturity
3 After After
Months 3to6 6to 12 After
or Less Months Months 12 Months Total
(In Thousands)
$ 2456 $ 4525¢  $ 49,71 $ 52,42( $  171,95(
8,32 11,22¢ 12,91( 11,80: 44,26
$ 32,88¢ $ 56,48 $ 62,62 $ 64,22 $ 216,21°

@ Includes deposits from governmental and otheripuwsitities totaling $3.9 million.

Borrowings. Although deposits are the Company’s primary sowfcéunds, the Compang’ policy has been to utilize borrowir
when they are a less costly source of funds, canvasted at a positive interest rate spread, mmithe Company desires additional capi

to fund loan demand.

The Companys borrowings historically have consisted primardfyadvances from the FHLB of Des Moines upon theusty of ¢
blanket collateral agreement of a percentage ohcumabered loans and the pledge of specific investrsecurities. Such advances cal
made pursuant to several different credit progragash of which has its own interest rate and rarigeaturities. At September 30, 2006,
Company had $99.6 million of advances from the FHifBDes Moines and the ability to borrow up to gpmximate additional $82
million. At September 30, 2006, advances totali2§.$ million had terms to maturity of one year @sd. The remaining $74.3 million t
maturities ranging up to 13 years.
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On July 16, 2001, the Company issued all of th@d® authorized shares of Company Obligated Manijafeedeemable Preferr
Securities of First Midwest Financial Capital Trusfpreferred securities of subsidiary trust) hofglisolely subordinated debt securil
Distributions are paid senainnually. Cumulative cash distributions are cal®daat a variable rate of LIBOR (as defined) plugs26, not ti
exceed 12.5%. The Company may, at one or more tidedsr interest payments on the capital securfitiesip to 10 consecutive semimnua
periods, but not beyond July 25, 2031. At the ehdny deferral period, all accumulated and unpastdributions will be paid. The capi
securities will be redeemed on July 25, 2031; haxethe Company has a seaminual option to shorten the maturity date to & dat earlie
than July 25, 2006. The redemption price is $1,080capital security plus any accrued and unpattiditions to the date of redempt
plus, if redeemed prior to July 25, 2011, a redéonmppremium as defined in the Indenture Agreemidotders of the capital securities have
voting rights, are unsecured and rank junior ity of payment to all of the Company’s indebtestand senior to the Compasgommol
stock. The trust preferred securities have bedndable in the Company’s capital calculations dimgted basis since they were issued.

From time to time, the Company has offered regiurchase agreements to its customers. These agrtetypically range from :
days to five years in term, and typically have beffered in minimum amounts of $100,000. The prdseef these transactions are use
meet cash flow needs of the Company. At Septene2@6, the Company had $179,000 of retail re@seltagreements outstanding.

Historically, the Company has entered into wholesapurchase agreements through nationally recedirokerdealer firms. Thes
agreements are accounted for as borrowings by timep@ny and are secured by certain of the Companyé&stment and mortgadescket
securities. The broketealer takes possession of the securities duriagpéiod that the reverse repurchase agreementtssanding. Th
terms of the agreements have usually ranged fratayg to six months, but on occasion longer terneegents have been entered intc
September 30, 2006, the Company had $15.0 millfiavholesale repurchase agreements outstanding.

The following table sets forth the maximum moetid balance and average balance of FHLB advaretaed,and reverse repurch
agreements and Subordinated Debentures for thedsaridicated.

September 30,

2006 2005 2004

(Dollars in Thousands)
Maximum Balance:

FHLB advance $ 159,70! $ 229,30( $ 226,25(

Repurchase agreeme 20,36¢ 33,07 58,50(

Subordinated debentur 9,831 9,80( 9,76¢
Average Balanc:

FHLB advance $ 126,57: $ 209,61¢ $ 203,13!

Retail and reverse repurchase agreen 16,61¢ 28,067 38,977

Subordinated debentur 9,81¢ 9,78¢ 9,75¢
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The following table sets forth certain informatias to the Company’s FHLB advances and other bongsvat the dates indicated.

September 30,

2006 2005 2004

(Dollars in Thousands)

FHLB advance:! $ 99,56¢ $ 159,70! $ 226,25(
Repurchase agreeme 15,17¢ 20,50 32,54¢
Subordinated debentur 9,831 9,80( 9,76¢
Total borrowing: $ 124,57" $ 190,01: $ 268,56
Weighted average interest rate of FHLB advai 4.97% 4.56% 3.62%
Weighted average interest rate
repurchase agreemet 3.1% 2.8% 2.4%
Weighted average interest rate of subordinatedrdales 9.3(% 7.61% 5.7/%

Subsidiary Activities

The subsidiaries of the Company are MetaBank, Met&BNC, Meta Trust Company and First Midwest FinainCapital Trust |
MetaBank has one service corporation subsidiamgt Bervices Financial Limited (“First ServicesAt September 30, 2006, the net b
value of MetaBanlg investment in First Services was approximatel®,®30. MetaBank WC does not have any subsidiaktsaBanl
organized First Services, its sole service corjpmmatn 1983. First Services currently has no actiperations.

Meta Payment Systems Division

Meta Financial, through its subsidiary MetaBankemaping under the divisional name of Meta Paymeystedns, offers stored val
and debit card programs. The programs target baakd,processors and third party marketers toiblige the cards. Stored value product:
segregated into three categories: reloadable dar@pplications such as payroll and personal mes;reloadable cards for otieae uses suc
as gifts or promotions; and benefit cards for aggions such as transportation and flexgpending accounts. Stored value card progran
subject to certain fraud risks, including but niotited to, collusion between bank and merchant eyg#s, and merchant employees
cardholders, counterfeiting, improper authorizatiand system failure. Taking on prepaid funds famstomers also subjects the Compar
somewhat increased liquidity and interest rate risk

While the Company believes that it has adoptedcjesdiand procedures to manage and monitor the agkadant to this line
business, and while the executives who manage ehgp&nys program have years of experience, no guarantebeamade that the Compi
will not experience losses in this division .

Regulation
Recent Legislation - The Financial Services Modation Act. On November 12, 1999, the Gramm-Ledliley Financial Service

Modernization Act of 1999 (“GLBA"Wwas signed into law. The purpose of this legistatias to modernize the financial services indulsy
establishing a
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comprehensive framework to permit affiliations amarommercial banks, insurance companies, secufitires and other financial servi
providers. Generally, the Act:

€)) repealed the historical restrictions and eliminawesy federal and state law barriers to affiliati@mong banks, securities fin
insurance companies and other financial serviceigeos;

(b) provided a uniform framework for the functional véation of the activities of banks, savings indtdns and their holdir
companies;
(c) broadened the activities that may be conducted diipmal banks, banking subsidiaries of bank holdingipanies and th

financial subsidiaries;

(d) provided an enhanced framework for protecting ttieapy of consumer information; and
(e) addressed a variety of other legal and regulatssyds affecting day-to-day operations and lemgy activities of financii
institutions.

The GLBA also imposes certain obligations on finahinstitutions to develop privacy policies, réstrthe sharing of nonpub
customer data with nonaffiliated parties at thet@wer's request, and establish procedures and practige®tect and secure customer ¢
These privacy provisions were implemented by regra that were effective on November 12, 2000. @liance with the privacy provisio
was required by July 1, 2001.

USA Patriot Act of 2001 In October 2001, the USA Patriot Act of 2001 wascted in response to the terrorist attacks in Merk,
Pennsylvania and Washington, D.C. which occurre@eptember 11, 2001. The Patriot Act is intendestengthen U.S. law enforcement’
and the intelligence communitieabilities to work cohesively to combat terrorism awariety of fronts. The potential impact of thatrio
Act on financial institutions of all kinds is sidigiant and wide ranging. The Patriot Act contasvgeeping antmoney laundering ai
financial transparency laws and imposes variouslations, including standards for verifying cliedentification at account opening, ¢
rules to promote cooperation among financial instns, regulators and law enforcement entitieslémtifying parties that may be involvec
terrorism or money laundering.

Among other requirements, Title Il of the USA RattriAct imposes the following requirements:

o Allfinancial institutions must establish amtieney laundering programs that include (i) intepwlicies, procedures and contr.
(i) specific designation of an antioney laundering compliance officer, (iii) ongoiegqployee training programs and (iv)
independent audit function to test the anti-moreyntiering program.

e Financial institutions that establish, maintainmamister, or manage private banking accounts orespondent accounts in
United States for nobhited States persons or their representatives mstablish appropriate, specific, and, where necg,
enhanced due diligence policies, procedures, anttale designed to detect and report money laungeri

e Financial institutions are prohibited from estaliligy, maintaining, administering or managing cgoeslent accounts f

foreign shell banks that do not have a physicatgmee in any country, and will be subject to cartacord keeping obligatio
with respect to correspondent accounts of foremmkb.
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e Bank regulators are directed to consider a holdiompanys effectiveness in combating money laundering wheimg or
Federal Reserve Act and Bank Merger Act application

The Company'’s policies and procedures have beeategdo reflect the requirements of the USA Patkictt

Sarbanes-Oxley Act of 20020n July 30, 2002, President Bush signed intotlavSarbane®xley Act of 2002, or the SOA. T
SOA is the most far-reaching U.S. securities legish enacted in many years, and includes manytautpsee and disclosurbase:
requirements. The stated goals of the SOA arend¢cedse corporate responsibility, to provide fohated penalties for accounting
auditing improprieties at publicly traded comparéesl to protect investors by improving the accuraeyg reliability of corporate disclosu
pursuant to the securities laws. The SOA genegrgllylies to all companies, both U.S. and tb8-, that file or are required to file perio
reports with the Securities and Exchange Commissiater the Exchange Act.

Federal Deposit Insurance Reform Act of 200bhe Federal Deposit Insurance Reform Act of 2@h8 “FDIRA”), signed into la
on February 8, 2006, amended current laws regattimfederal deposit insurance system. PursuaheteDIRA, the FDIC merged the Bz
Insurance Fund (“BIF”) and the Savings Associatiosurance Fund (“SAIF")nto one deposit insurance fund, the Deposit Inszea-un
(“DIF”), on March 31, 2006. The new legislation also abelisthe prior minimum 1.25% reserve ratio and theadatory assessments w
the ratio falls below 1.25%. Under the FDIRA, tRBIC, at the beginning of each year, has the fiigilto adjust the DIFS reserve rat
between 1.15% and 1.50% depending upon a variggctdrs, including projected losses, economic iclarations and assessment rates.

Deposit insurance coverage limits are raised utite FDIRA from $100,000 to $250,000 for certainggmf Individual Retireme
Accounts, 401(k) plans and other retirement savimgrounts (including Keough accounts and “4plEn accounts, among others).
current $100,000 limit continues to apply to indwal accounts and municipal deposits; however, @mssgincluded in the FDIRA t
authority for the FDIC to review all levels of insmce coverage after March 31, 2010, and index sumlrance coverage to inflatic
Additionally, the FDIRA states that undercapitatlZenancial institutions cannot accept employeedfi¢plan deposits.

On October 10, 2006, the FDIC announced its finl with respect to implementing the $4.7 billiowidend requirements of tl
FDIRA. The rule will take effect on January 1, ZGfnd sunset on December 31, 2008, after whicfFEH€E intends to have in place a m
comprehensive rulemaking on dividends. The divitleril take the form of a credit, to be calculatedthe FDIC, that may be applied aga
future deposit insurance premiums due. Genertalpe eligible for the credit, an institution mirstve been in existence prior to Decen
31, 1996 and paid insurance premiums before suehalaneet the agency’s definition of a “successorSuch institution.

Financial Services Regulatory Relief Act of 200@n October 13, 2006, President Bush signed im0 the Financial Servic
Regulatory Relief Act of 2006. The legislationludes language important to all financial instibat, and the specific provisions applici
to federal savings associations include the folhmi

» providing savings and loan trust departments withgame exemption from the investment adviser aokkebdealer regulatol

requirements to the same extent previously enjdyethank trust departments with respect to the limvest Advisers Act ¢
1940 and the Securities Exchange Act of 1934;

33




* requiring the Securities and Exchange Commissiahthe Federal Reserve Board, in consultation viighdther federal bankil
regulators, including the Office of Thrift Supernais, to formally resolve regulatory issues with pest to the regulation
securities activities by banks and federal savaggociations (final rules are required to be pregddsy early April 2007);

« providing that a federal savings association isy anlcitizen of the state in which its home offieelocated for purposes
determining diversity jurisdiction (a provision thaeviously had been applicable to national bamkg);

* increasing to $500 million the applicable asset $ir an 18-month examination cycle;

* requiring the federal banking agencies to develgpacinct model privacy notice with respect to GrafreachBliley privacy
provisions and mandating that a regulatory safbedrave provided to financial institutions that sseh model privacy policy;

« extending the powers of federal banking agencigske enforcement actions against persons for airitiat occurred durir
their affiliation with the financial institution gardless of whether the person remains employetéinstitution;

» repealing certain requirements governing purchasedgage servicing rights found in the Home Ownérms&n Act.

General.Bank holding companies, such as Meta Financialsabgect to comprehensive regulation by the Boar@avernors of th
Federal Reserve System (“FRB”) under the Bank hhgldfompany Act of 1956, as amended (“BHCAIf) the regulations of the FRB. A
bank holding company, Meta Financial is requiredileoreports with the FRB and such additional imfiation as the FRB may require, an
subject to regular inspections by the FRB. The FiRI® has extensive enforcement authority over lehting companies, including, amc
other things, the ability to assess civil moneyahees, to issue cease and desist or removal oether$o require that a holding company di
subsidiaries (including its bank subsidiaries)gémeral, enforcement actions may be initiated folations of law and regulations and un:
or unsound practices.

Under FRB policy, a bank holding company must se&xs& source of strength for its subsidiary babkeler this policy the FR
may require a holding company to contribute adddiaapital to an undercapitalized subsidiary bank.

Under the Bank Holding Company Act of 1956, as aeen(the “BHCA”), a bank holding company must obtain FRB appt
before: (i) acquiring, directly or indirectly, owrship or control of any voting shares of anothemkbar bank holding company if, after st
acquisition, it would own or control more than 5%sach shares (unless it already owns or conth@siajority of such shares); (ii) acquir
all or substantially all of the assets of anothenkbor bank holding company; or (iii) merging omsolidating with another bank holdi
company.

The BHCA prohibits a bank holding company, withtagr exceptions, from acquiring direct or indiregtnership or control of mo
than 5% of the voting shares of any company whsafoit a bank or bank holding company, or from emggadirectly or indirectly in activitie
other than those of banking, managing or contmllbanks, or providing services for its subsidiari€ee principal exceptions to the
prohibitions involve certain nobank activities which, by statute or by FRB regolator order, have been identified as activitiessely
related to the business of banking or managingpatrolling banks. The list of activities permittegl the FRB includes, among other thir
operating a savings
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institution (such as MetaBank), mortgage compamanfce company, credit card company or factoringpgany; performing certain d:
processing operations; providing certain investn@nt financial advice; underwriting and acting asirssurance agent for certain type:
credit-related insurance; leasing property on &dajout, noneperating basis; real estate and personal prop@gyaising; and, subject
certain limitations, providing securities brokeraggmvices for customers. The scope of permissitiigies may be expanded from time
time by the FRB. Such activities may also be aéfddiy federal legislation.

Meta Financial currently has four wholly-owned ddizgies, MetaBank, a federallyhartered thrift institution, MetaBank WC,
lowa-chartered commercial bank, First Midwest FgiahCapital Trust |, a statutory business trust orgashimnder the Delaware Busin
Trust Act and Meta Trust Company, a South Dakotgpam@tion that provides trust services. MetaBankubject to extensive regulati
supervision and examination by the OTS, as itstehiag authority and primary federal regulator, &ydthe FDIC, which insures its depo
up to applicable limits. MetaBank is a member & FHLB System and is subject to certain limitedutation by the FRB. Such regulat
and supervision governs the activities in whichrestitution can engage and the manner in which sutivities are conducted, and is inten
primarily for the protection of the insurance fusnad depositors. MetaBank WC is subject to extensgelation, supervision and examina
by the lowa Superintendent of Banking (the “Superident”)and the FRB, which are its state and primary fddegulators, respectively.
is also subject to regulation by the FDIC, whickures its deposits up to applicable limits. As withtaBank, such regulation and supervi
governs the activities in which MetaBank WC canagegand the manner in which such activities arelected and is intended primarily
the protection of the insurance fund and depositors

Meta Financial is regulated as a bank holding compzy the FRB. Bank holding companies are subjecomprehensive regulati
and supervision by the FRB under the BHCA and #galations of the FRB. As a bank holding compangtd/Financial must file repo
with the FRB and such additional information as BB may require, and is subject to regular ingpastby the FRB. Meta Financial
subject to the activity limitations imposed undee BHCA and in general may engage in only thoskities that the FRB has determinec
be closely related to banking.

Regulatory authorities have been granted exterdis@etion in connection with their supervisory aforcement activities whi
are intended to strengthen the financial conditbrthe banking industry, including the impositioh restrictions on the operation of
institution, the classification of assets by thstitation and the adequacy of an institut®allowance for loan losses. Any change in thera
of such regulation and oversight, whether by thesOfRe FDIC, the FRB or legislatively by Congressjld have a material impact on M
Financial, MetaBank or MetaBank WC and their refipe®perations.

Certain of these regulatory requirements and etiginis are discussed below or elsewhere in thismieot.

Federal Regulation of Financial Institution¥he OTS has extensive supervisory and regulatotiyosity over the operations
savings associations. As part of this authoritytdBank is required to file periodic reports witle t®TS and is subject to periodic examine
by the OTS and the FDIC. The last regular OTS eratin of Meta Financial was as of August 8, 20@BtaBank WC is subject to simi
regulation and oversight by the Superintendentthad-RB and was last examined as of Septembel02®, 2

Each federal and state banking regulator also Ren&ive enforcement authority over its regulatestiiutions. This enforceme
authority includes, among other things, the poweasdmpel
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higher reserves, the ability to assess civil mopegalties, to issue cease-afebist or removal orders and to initiate injunctactions. h
general, these enforcement actions may be initiftediolations of laws and regulations and unsafainsound practices. Other action
inactions may provide the basis for enforcemenbagcincluding misleading or untimely reports. Egtéinder certain circumstances, pu
disclosure of final enforcement actions by the tetgu is required. The federal banking agenciesshedopted guidelines establishing se
and soundness standards on such matters as loanwitithig and documentation, asset quality, eammistandards, internal controls and &
systems, interest rate risk exposure and compensatid other employee benefits. Any institution aihiails to comply with these stande
must submit a compliance plan.

In addition, the investment, lending and branchénghority of MetaBank is prescribed by federal laaval it is prohibited froi
engaging in any activities not permitted by suahslaMetaBank WC is subject to such restrictionsaursdate law as administered by the |
Superintendent. Federal savings associations axeragéy authorized to branch nationwide, whereagalahartered banks, such as Metak
WC, are generally limited to establishing branchéhin the State of lowa.

Both MetaBank’s and MetaBank Wgeneral permissible lending limit to one borrovgeequal to the greater of $500,000 or :
of unimpaired capital and surplus (except for lofutly secured by certain readily marketable celtat, in which case this limit is increase
25% of unimpaired capital and surplus). MetaBank W®Gubject to similar restrictions. At Septemb@r 3006, MetaBank' and MetaBar
WC's lending limit under these restrictions was $8riBion and $935,000, respectively. MetaBank andtdBank WC are in complian
with their lending limits.

Insurance of Accounts and Regulation by the FDM@taBank and MetaBank WC are members of the Depasitrance Fund (tl
“DIF™), each of which is administered by the FDIC. Depaaitsinsured up to applicable limits by the FDI@ anch insurance is backed
the full faith and credit of the United States Gowaent. As insurer, the FDIC imposes deposit insteapremiums and is authorizec
conduct examinations of and to require reportindg=ByC-insured institutions. It also may prohibityalRDIC-insured institution from engagi
in any activity the FDIC determines by regulationavder to pose a serious risk to the DIF. The FRI§b has the authority to initi
enforcement actions against any FDIC insured intgtit after giving its primary federal regulatoetbpportunity to take such action, and |
terminate the deposit insurance if it determineg the institution has engaged in unsafe or unsquiadtices or is in an unsafe or unsc
condition.

The FDIC’s deposit insurance premiums are assehsedgh a riskbased system under which all insured depositotytuions art
placed into one of nine categories and assessathime premiums based upon their level of capitdl supervisory evaluation. The curi
assessment rates range from zero to .27% per ¥l@8sessable deposits. Risk classification ofreuied institutions will be made by
FDIC for each semi-annual assessment period. uistits that are weltapitalized and have a high supervisory ratingsaigect to the lowe
assessment rate. At September 30, 2006, both Meka®al MetaBank WC met the capital requirements ‘wiell capitalizedinstitution an
were not subject to any assessment. See Note Nb&te$ to Consolidated Financial Statements in theual Report.

DIF-insured institutions pay a Financing CorporatiofC®) assessment in order to fund the interest ardbdssued to resolve th
failures in the 1980s. For the quarter ended Sdpter30, 2006, the FICO assessment was equal tdoasl§ points for each $100 in dome
deposits. These assessments will continue untlhdimels mature in years 2017 through 2019.

Under the Federal Deposit Insurance Act (“FDIANe FDIC may terminate deposit insurance upon dirfinthat the institution h.

engaged in unsafe or unsound practices, is in @afenor unsound condition to continue operation$ias violated any applicable [e
regulation, rule, order or condition
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imposed by the FDIC or the OTS. Management of ta@kB does not know of any practice, condition alation that might lead
termination of deposit insurance.

Regulatory Capital Requirementsederally insured financial institutions, such astdBank and MetaBank WC, are require
maintain a minimum level of regulatory capital. $hecapital requirements mandate that an institutiamtain at least the following rati
(1) a core (or Tier 1) capital to adjusted totaleds ratio of 4% (which can be reduced to 3% fghlyirated institutions); (2) a Tier 1 capita
risk-weighted assets ratio of 4%, and (3) a riskdoacapital to riskveighted assets ratio of 8%. Capital requirememtsxcess of the
standards may be imposed on individual institutions case-bgase basis. As of September 30, 2006, both Banks wecompliance wit
all capital standards applicable to them and wessighated a “well-capitalized” under federal guites. See Note 15 of Notes
Consolidated Financial Statements in the AnnualdRep

Prompt Corrective Actiori-ederal banking regulators are authorized and,rucgtéain circumstances required, to take certefioias
against banks that fail to meet their capital regmients. Effective December 19, 1992, the fedesiaking agencies were given additic
enforcement authority with respect to undercapitali depository institutions. They are generallyuneml to take action to restrict |
activities of an “undercapitalizediank (generally defined to be one with less th#imeeia four percent core capital ratio, a four petcTier :
risked-based capital ratio or an eight percentb@aged capital ratio). Any such bank must submaggital restoration plan and until such
is approved may not increase its assets, acquathaninstitution, establish a branch or engagany new activities, and generally may
make capital distributionS'he banking regulators are authorized to imposeatttitional restrictions, discussed below, thatapplicable t
significantly undercapitalized institutions.

Any institution that fails to comply with its capltplan or is “significantly undercapitalized'i.¢ ., Tier 1 riskbased or core capi
ratios of less than three percent or a bsked capital ratio of less than six percent) mashade subject to one or more of additional sieel
actions and operating restrictions mandated by ERIThese actions and restrictions include reqgirthe issuance of additional vot
securities; limitations on asset growth; mandatssketreduction; changes in senior management; tdives merger or acquisition of t
association; restrictions on executive compensatod any other action the OTS deems appropriateinstitution that becomesfitically
undercapitalized” {.e ., a tangible capital ratio of two percent or ldss3jubject to further mandatory restrictions @naittivities in addition 1
those applicable to significantly undercapitalizzssociations. In addition, the appropriate bankiegulator must appoint a receiver
conservator with the concurrence of the FDIC) forimstitution, with certain limited exceptions, tiih 90 days after it becomes critic:
undercapitalized. Any undercapitalized institutisralso subject to other possible enforcement astimcluding the appointment of a rece
or conservator. The appropriate regulator is alsoegally authorized to reclassify an institutiomoira lower capital category and imp
restrictions applicable to such category if theiingon is engaged in unsafe or unsound practicés in an unsafe or unsound condition.

Though not expected, the imposition of any of thesasures on the Banks may have a substantialssde#fect on them and on
Companys operations and profitability. Meta Financial sttaiders do not have preemptive rights, and thexgfbMeta Financial is direct
by the OTS, the FRB or the FDIC to issue additicsteires of Common Stock, such issuance may rasthtei dilution in shareholde
percentage of ownership of Meta Financial.

Limitations on Dividends and Other Capital Distrimns. The OTS imposes various restrictions on savingscéssons with respe
to their ability to make distributions of capitalhich include dividends, stock redemptions or repases, casbut mergers and ott
transactions charged to the capital account. Th& @lSo prohibits a savings association from dewjadr paying any dividends or fr
repurchasing any of its stock if, as a result ahsaction, the regulatory capital of the assoamatio
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would be reduced below the amount required to bmtaiaed for the liquidation account establishedccamnection with the associatien’
mutual to stock conversion.

Savings institutions such as MetaBank may makepdatalistribution without the approval of the OTiBovided they notify the O1
30-days before they declare the capital distributind they meet the following requirements: (i) hawegulatory rating in one of the two |
examination categories, (ii) are not of superviscopcern, and will remain adequately- or wedpitalized, as defined in the OTS pro
corrective action regulations, following the propddistribution, and (iii) the distribution doestrexceed their net income for the calet
yea-to-date plus retained net income for the previousdalendar years (less any dividends previously p#i@d) savings institution does 1
meet the above stated requirements, it must obiaiprior approval of the OTS before declaring prgposed distributions.

MetaBank WC may pay dividends, in cash or propesty out of its undivided profits. In addition, BRregulations prohibit tt
payment of dividends by a state member bank ifdesgve at any time been sustained by such bahkdhal or exceed its undivided pra
then on hand, unless (i) the prior approval of BiRB has been obtained, and (ii) at least thiods of the shares of each class of s
outstanding have approved the dividend payment. FRgBlations also prohibit the payment of any divid by a state member bank witt
the prior approval of the FRB if the total of allidlends declared by the bank in any calendar ggaeeds the total of its net profits for 1
year combined with its retained net profits of revious two calendar years (minus any requiredsfeas to a surplus or to a fund for
retirement of any preferred stock).

Qualified Thrift Lender Testll savings associations, including MetaBank, aguired to meet a qualified thrift lender (“QTLEs
to avoid certain restrictions on their operatiofsis test requires a savings association to haleaat 65% of its portfolio assets (as define
regulation) in qualified thrift investments on amtioly average for nine out of every 12 months aolling basis or meet the requirements
a domestic building and loan association undeiriternal Revenue Code. Under either test, the reduassets primarily consist of residet
housing related loans and investments. At SepteBMme2006, MetaBank met the test and has alwayshadest since its effectiveness.

Any savings association that fails to meet the @84t must convert to a national bank charter, gnitesequalifies as a QTL with
one year and thereafter remains a QTL, or limgsniw investments and activities to those permesddr both a savings association at
national bank. In addition, the association is sabjto national bank limits for payment of dividendnd branching authority. If st
association has not requalified or converted tatinal bank within three years after the failutenust divest of all investments and ceas
activities not permissible for a national bank.

Community Reinvestment Adinder the Community Reinvestment Act (“CRAEvery FDIC insured institution has a continuing
affirmative obligation consistent with safe and sdanking practices to help meet the credit neddis entire community, including low-
and moderat@écome neighborhoods. The CRA does not establishifip lending requirements or programs for finahanstitutions nor doe
it limit an institution’s discretion to develop the types of products ardises that it believes are best suited to itsipdar community. Th
CRA requires the OTS and the FRB, in connectiorhwfite examination of MetaBank and MetaBank WC, eeipely, to assess t
institution’s record of meeting the credit needs of its comiguamd to take such record into account in its @athidn of certain applicatior
such as a merger or the establishment of a braaycthe institution. An unsatisfactory rating mayused as the basis for the denial of suc
application. MetaBank and MetaBank WC were examfoedCRA compliance in August 2004.
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Interstate Banking and Branchinhe FRB may approve an application of an adequaimbytalized and adequately managed |
holding company to acquire control of, or acquilleca substantially all of the assets of, a bankaked in a state other than such hol
companys home state, without regard to whether the trdimsacs prohibited by the laws of any state. In gh, the FRB may not apprc
the acquisition of a bank that has not been intemce for the minimum time period (not exceeding fyears) specified by the statutory la
the host state or if the applicant (and its depogiinstitution affiliates) controls or would cootrmore than 10% of the insured deposits ir
United States or 30% or more of the deposits indhget banks home state or in any state in which the targek maaintains a branch. lo
has adopted a five year minimum existence requinéme

The federal banking agencies are also generallyoaaed to approve interstate merger transactiotisowt regard to whether st
transaction is prohibited by the law of any sthtéerstate acquisitions of branches or the estaist of a new branch is permitted only if
law of the state in which the branch is locatedmptsr such acquisitions. Interstate mergers anddbratquisitions are also subject to
nationwide and statewide insured deposit conceotramounts described above. lowa permits intersteinching only by merger.

Holding Company Dividend3he FRB has issued a policy statement on the payafesash dividends by bank holding compar
which expresses the FRBView that a bank holding company should pay ckgldends only to the extent that its net incomethe past ye:
is sufficient to cover both the cash dividends andte of earning retention that is consistent withholding compang’ capital needs, as
quality and overall financial condition. The FRB@lindicated that it would be inappropriate foreanpany experiencing serious finan
problems to borrow funds to pay dividends. Furtheen under the prompt corrective action regulatiadspted by the FRB, the FRB n
prohibit a bank holding company from paying anyidiénds if the holding company’s bank subsidiargléssified as “undercapitalized.”

Bank holding companies are required to give the FRBr written notice of any purchase or redemptidnts outstanding equi
securities if the gross consideration for the pasehor redemption, when combined with the net denation paid for all such purchase:
redemptions during the preceding 12 months, is letjud0% or more of their consolidated net wortlheTFRB may disapprove suc
purchase or redemption if it determines that theppsal would constitute an unsafe or unsound mect would violate any law, regulati
FRB order, or any condition imposed by, or writegreement with, the FRB. This notification requiesthdoes not apply to any comp.
that meets the well-capitalized standard for contmaébanks, has a safety and soundness examinatiog of at least a “2and is not subje
to any unresolved supervisory issues.

Holding Company Capital Requirementhe FRB has established capital requirements fok lelding companies that gener:
parallel the capital requirements for federal thrititutions and commercial banks such as MetaBard MetaBank WC. Meta Financial is
compliance with these requirements.

Transactions with AffiliatesThe Banks must comply with Sections 23A and 23Bhef Federal Reserve Act relative to transac
with affiliates. Generally, transactions betweerirestitution or its subsidiaries and its affiliatee required to be on terms as favorable t
bank as transactions with naiffiliates. In addition, certain of these transai$i, such as loans to an affiliate, are restritteal percentage
the institutions’capital. Affiliates of the Banks include the Coration and any company that is under common contithl the Banks. |
addition, a savings institution may not lend to affiliate engaged in activities not permissible fosavings and loan holding compan
acquire the securities of most affiliates. The GiES the discretion to treat subsidiaries of savingstutions as affiliates on a case-tgst
basis.
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On April 1, 2003, the Federal Reserw®egulation W, which comprehensively amends sest®3A and 23B of the Federal Res:
Act, became effective. The Federal Reserve Act Radulation W are applicable to the Banks. The Ragur unifies and updates st
interpretations issued over the years, incorporsg¢@sral new interpretative proposals (such agatifyc when transactions with an unrela
third party will be attributed to an affiliate) aratldresses new issues arising as a result of th@ndrd scope of ndmanking activitie
engaged in by banks and bank holding companiescent years and authorized for financial holdingnganies under the Financial Serv
Modernization Act of 1999.

Certain transactions with directors, officers ontrolling persons are also subject to conflictrgkrest regulations. These conflic
interest regulations and other statutes also impestictions on loans to such persons and th&ite® interests. Among other things, <
loans must be made on terms substantially the sanfier loans to unaffiliated individuals.

Federal Home Loan Bank SysteMetaBank and MetaBank WC are both members of theB-bf Des Moines, which is one of
regional FHLBs that administers the home finanaregit function of savings associations. Each FHeBses as a reserve or central ban
its members within its assigned region. It makes#to membersife., advances) in accordance with policies and praesdestablished |
the board of directors of the FHLB. These polices procedures are subject to the regulation aedsimht of the Federal Housing Fina
Board. All advances from the FHLB are required ¢ofllly secured by sufficient collateral as detereti by the FHLB. In addition, all long-
term advances must be used for residential hornaading.

As members of the FHLB System, MetaBank and Met&BAITC are required to purchase and maintain stodkenFHLB of De
Moines. At September 30, 2006, the Banks had iragfiggegate $5.64 million in FHLB stock, which wasompliance with this requireme
For the fiscal year ended September 30, 2006, @iivd paid by the FHLB of Des Moines to MetaBank ietaBank WC totaled $240,712.

Under federal law, the FHLBs are required to previdnds for the resolution of troubled savings asgimns and to contribute
low- and moderately priced housing programs throughcdigans or interest subsidies on advances targetecommunity investment a
low- and moderatécome housing projects. These contributions hédfested adversely the level of FHLB dividends pait could contint
to do so in the future. These contributions coudd diave an adverse effect on the value of FHLBksto the future. A reduction in value
the Banks’ FHLB stock may result in a correspondieduction in the Bankapital. Recent legislative changes have requined=HLB tc
change the characteristics and amount of FHLB shad#t by its members. It is also anticipated thase changes will restrict the ability
FHLB members to redeem their shares of FHLB stttkaddition, the federal agency that regulatesRH&Bs has required each FHLB
register its stock with the SEC, which will increate costs of each FHLB and may have other efthatsare not possible to predict at
time.

Federal Securities Lawlhe common stock of Meta Financial is registerethwhe SEC under the Exchange Act, as amended.
Financial is subject to the information, proxy sitéition, insider trading restrictions and othequigements under the Exchange Act.

Meta Financial stock held by persons who are affiliates (geheuddficers, directors and principal stockholdeof)the Compan
may not be resold without registration unless soléccordance with certain resale restrictiondMéta Financial meets specified curi
public information requirements, each affiliatetbé Company, subject to certain requirements, beéllable to sell, in the public mark
without registration, a limited number of sharesuny three-month period.
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Federal and State Taxation

Federal TaxationMeta Financial and its subsidiaries file consokdhafederal income tax returns on a fiscal yearsbasing th
accrual method of accounting. In addition to thgutar income tax, corporations, including savingshs such as MetaBank, generally
subject to a minimum tax. An alternative minimur ta imposed at a minimum tax rate of 20% on alwe minimum taxable incon
which is the sum of a corporatianitegular taxable income (with certain adjustmeats) tax preference items, less any available etiem
The alternative minimum tax is imposed to the exieexceeds the corporatiantegular income tax and net operating losses tfaatanc
more than 90% of alternative minimum taxable income

To the extent earnings appropriated to a saving&’'bébad debt reserves and deducted for federal incarmpurposes exceed
allowable amount of such reserves computed una@eexperience method and to the extent of the Isasigplemental reserves for losse
loans (“Excess”)such Excess may not, without adverse tax consegaghe utilized for the payment of cash dividendstber distribution
to a shareholder (including distributions on redgarp dissolution or liquidation) or for any othgurpose (except to absorb bad debt los
As of September 30, 2006, MetaBank’s Excess foptaposes totaled approximately $6.7 million.

Meta Financial and its consolidated subsidiariegehaot been audited by the IRS within the pastytears. In the opinion
management, any examination of still open retuinslding returns of subsidiaries and predecessfror entities merged into, Me
Financial) would not result in a deficiency whicbuéd have a material adverse effect on the finaragadition of Meta Financial and
subsidiaries.

lowa TaxationMetaBank and MetaBank WC file lowa franchise tatumes. Meta Financial and MetaBasKowa subsidiary file
consolidated lowa corporation tax return on a figear-end basis.

lowa imposes a franchise tax on the taxable incohmautual and stock savings banks and commerciakdaTlhe tax rate is 5
which may effectively be increased, in individuakes, by application of a minimum tax provisionxdtzle income under the franchise ta
generally similar to taxable income under the fatleorporate income tax, except that, under thealranchise tax, no deduction is allo
for lowa franchise tax payments and taxable incomkides interest on state and municipal obligatidnterest on U.S. obligations is tax:
under the lowa franchise tax and under the fedmngdorate income tax. The taxable income for loradhise tax purposes is apportione
lowa through the use of a one-factor formula cdimgjsof gross receipts only.

Taxable income under the lowa corporate incomadaenerally similar to taxable income under theefal corporate income t:
except that, under the lowa tax, no deduction liswedd for lowa income tax payments; interest fromtes and municipal obligations
included in income; interest from U.S. obligatiaaexcluded from income; and 50% of federal corfsolacome tax payments are deduc!
from income. The lowa corporate income tax rategearom 6% to 12% and may be effectively increagedhdividual cases, by applicati
of a minimum tax provision.

South Dakota TaxatiorMetaBank and Meta Trust Company file a consolidgseadith Dakota franchise tax return due to -

operations in Sioux Falls and Brookings. The Sdd#kota franchise tax is imposed on depository timsbins and trust companies. M
Financial, MetaBank WC and MetaBank’s subsidiaaiestherefore not subject to the South Dakota fresectax.
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South Dakota imposes a franchise tax on the taxabteme of depository institutions and trust corniparat the rate of 6%. Taxa
income under the franchise tax is generally sintilataxable income under the federal corporatenredax, except that, under the Sc
Dakota franchise tax, no deduction is allowed fatesincome and franchise taxes, income from mpaiabbligations exempt from fede
taxes are included in the franchise taxable incame, there is a deduction allowed for federal inedaxes accrued for the fiscal year.
taxable income for South Dakota franchise tax psegads apportioned to South Dakota through theotisgthreefactor formula consisting
tangible real and personal property, payroll arasgireceipts.

Delaware TaxationAs a Delaware holding company, Meta Financial isnegted from Delaware corporate income tax butdsiirec
to file an annual report with and pay an annualtéethe State of Delaware. Meta Financial is aldgjext to an annual franchise tax impc
by the State of Delaware.

Competition

The Company faces strong competition, both in pagihg real estate and other loans and in attigaigposits. Competition
originating real estate loans comes primarily froommercial banks, savings banks, credit unionstivaafinance companies, insurai
companies, and mortgage bankers making loans skbyreeal estate located in the Compangiarket area. Commercial banks and ¢
unions provide vigorous competition in consumedlag. The Company competes for real estate and tithns principally on the basis of
quality of services it provides to borrowers, iegrrates and loan fees it charges, and the tyfdearts it originates.

The Company attracts all of its deposits throughrdtail banking offices, primarily from the comnitigs in which those ret:
banking offices are located; therefore, competifamthose deposits is principally from other comeie banks, savings banks, credit uni
and brokerage offices located in the same comnasnifihe Company competes for these deposits byirgffa variety of deposit account:
competitive rates, convenient business hours, andenient branch locations with interbranch depasit withdrawal privileges at each.

The Company serves Adair, Buena Vista, Dallas, ajtfPocahontas, Polk and Sac counties in lowaBmdkings, Lincoln an
Minnehaha counties in South Dakota. There are twdmee commercial banks, one savings bank otherfMetaBank, and two credit unic
which compete for deposits and loans in MetaBsupkimary market area in northwest lowa and tenmergial banks, one savings bank o
than MetaBank, and two credit unions which comgdetedeposits and loans in MetaBaskmarket area in Brookings, South Dakotz
addition, there are twelve commercial banks in Batek WC’s primary market area in west central lowa. ThekBarompete for deposits ¢
loans with numerous financial institutions locatbtdoughout the metropolitan market areas of Desniglai lowa and Sioux Falls, So
Dakota.

Employees
At September 30, 2006, the Company and its subidihad a total of 257 employees, including 2&8-pare employees.
Executive Officers of the Company Who Are Not Diretors

The following information as to the business exgrace during the past five years is supplied wiipeet to the executive officers
the Company who do not serve on the Company’s Bofard
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Directors. There are no arrangements or understgadietween such persons named and any persongmputs which such officers we
selected.

On June 27, 2005, Mr. Troy Moore Il was named Exiee Vice President and Chief Operating Officertbé Company ar
MetaBank. Additionally, Mr. Moore became a membéthe Executive Committees of both the Company kiedaBank. Previously, M
Moore, age 38, had been the president of the Qdotra Market of MetaBank, a position he had helite 1998. He joined MetaBank
1997 as a Vice President in the Central lowa Markiet Moore received a Bachelor of Business Adntiation degree from lowa St
University, Ames, lowa. Mr. Moore is the son-in-lafyJames S. Haahr, the Company’s Chairman of terd3 and the brother-iiaw of J
Tyler Haahr, the Company’s President and Chief Httee Officer.

Mr. Jonathan M. Gaiser, age 39, joined Meta Firgras Senior Vice President, Secretary, Treasargr,Chief Financial Officer
January 2006. Mr. Gaiser was previously First \Reesident and Assistant Treasurer at Commerciatraé8ank in Omaha, Nebraska.
Gaiser received a Bachelor of Arts degree fromC#af College in Northfield, Minnesota, and a MastérBusiness Administration degi
from George Washington University in WashingtonCDMr Gaiser also holds a Chartered Financial Astgbyofessional designation.

Iltem 1A. Risk Factors

The Company’s business could be harmed by anyeofishs noted below. The trading price of the Comyfm.common stock cou
decline due to any of these risks, and you may ddiser part of your investment. In assessing thsles you should also refer to the of
information contained in this annual report on FABAK, including the Company’s financial statemeamsl related notes.

Risks Related to the Banking Industry

Changes in economic and political conditions couddversely affect the Company’s earnings, as the @amy’s borrowers’ability to repa
loans and the value of the collateral securing t@®mpany’s loans decline.

The Companys success depends, to a certain extent, upon edoraomd political conditions, local and national, aell as
governmental monetary policies. Conditions suchinflation, recession, unemployment, changes inrgserates, money supply and o
factors beyond the Company’s control may adveraéfigct the Companyg’ asset quality, deposit levels and loan demand thedefore, th
Companys earnings. Because the Company has a significantiiat of real estate loans, decreases in reakesfttes could adversely aff
the value of property used as collateral. Adversanges in the economy may also have a negativet effethe ability of the Comparg/’
borrowers to make timely repayments of their loawbjch would have an adverse impact on the Compamgrnings. In additio
substantially all of the Company’s loans are tavittials and businesses in the Companyarket area. Consequently, any economic de
in the Company’s market area could have an adwensact on the Company'’s earnings.
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Changes in interest rates could adversely affea thompany’s results of operations and financial aition.

The Company’s earnings depend substantially orCtirapanys interest rate spread, which is the differencevben (i) the rates v
earn on loans, securities and other earning asseds(ii) the interest rates we pay on deposits @hdr borrowings. These rates are hi
sensitive to many factors beyond the Comparmgntrol, including general economic conditiond &me policies of various governmental
regulatory authorities. As market interest rateg,rive will have competitive pressures to incrahserates we pay on deposits, which
result in a decrease of the Compangét interest income. Conversely, if interestaddd, yields on loans and investments may fadic&use
significant portion of the Company’s deposit padiitids in noninterest bearing accounts, such a change in rategdwikely result in .
decrease in the Company’s net interest incomeaé#ditional information, see Item 7A, herein.

The Company operates in a highly regulated envirommt, and changes in laws and regulations to whicle &re subject may advers
affect the Company’s results of operations.

MetaBank and MetaBank WC (collectively, the “Bankahd the Company operate in a highly regulated enwient and are subji
to extensive regulation, supervision and examinabg the Office of Thrift Supervision (“OTS"the State of lowa, the Federal Dep
Insurance Corporation (“FDIC”), and the Board ofv@mors of the Federal Reserve System (the “Fedeeskrve”). See “Business
Regulation”herein. Applicable laws and regulations may chamge, there is no assurance that such changes atithdversely affect tt
Companys business. Such regulation and supervision gotherractivities in which an institution may engageluding the activities «
MetaBanks Meta Payment Systems Division, and are intendadaply for the protection of the Banks and thd&positors. Regulata
authorities have extensive discretion in conneatitth their supervisory and enforcement activitiesjuding but not limited to the impositi
of restrictions on the operation of an institutitime classification of assets by the institutiod &me adequacy of an institutienallowance fc
loan losses. Any change in such regulation andsigletr; whether in the form of restrictions on aiti®s, regulatory policy, regulations,
legislation, including but not limited to changesthe regulations governing savings banks, coule: lramaterial impact on the bank and
Company’s operations.

Changes in technology could be costly.

The banking industry is undergoing technologicalowation at a fast pace. To keep up with its coitipef the Company needs
stay abreast of innovations and evaluate thosentdapies that will enable it to compete on a cefééctive basis. This is especially true v
respect to MetaBan&’Meta Payment Systems Division. The cost of sachrtology, including personnel, can be high in kattbolute ar
relative terms. There can be no assurance, givefagt pace of change and innovation, that the @owip technology, either purchasec
developed internally, will meet or continue to méet needs of the Company.
Risks Related to the Company’s Business
The Company operates in an extremely competitivekat and the Company’s business will suffer ifiit unable to compete effectively.

In the Companys market area, the Banks encounter significant etitign from other commercial banks, savings andr
associations, credit unions, mortgage banking firaemsumer finance companies, securities brokefiags, insurance companies, moi
market mutual funds and
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other financial intermediaries. Many of the Banksmpetitors have substantially greater resourcddemding limits and may offer servic
that the Bank does not or cannot provide. The Cayipgrofitability depends upon the Compasygontinued ability to compete successt
in the Companys market area. The Meta Payment Systems Divisienatgs on a national scale against competitors swiltistantially great
resources and limited barriers to entry. The Don& success depends upon its ability to compeseidh an environment.

The loss of key members of the Company’s senior agagment team could adversely affect the Companysitess.

We believe that the Company’s success dependslyaogethe efforts and abilities of the Compasgenior management. Tt
experience and industry contacts significantly fiems. The competition for qualified personneltive financial services industry is inter
and the loss of any of the CompasiKey personnel or an inability to continue toaaty retain and motivate key personnel could agy
affect the Company’s business.

The Company’s loan portfolio includes loans withragher risk of loss.

The Banks originate commercial mortgage loans, ceroial loans, consumer loans, agricultural mortgages, agricultural loal
and residential mortgage loans primarily within ttempany’s market areasCommercial mortgage, commercial, and consumer |losay
expose a lender to greater credit risk than loaoared by residential real estate because tha@eallesecuring these loans may not be sc
easily as residential real estate. These loanshalge greater credit risk than residential readtedor the following reasons:

« Commercial Mortgage LoanRepayment is dependent upon income being gendratedounts sufficient to cover operating
expenses and debt service.

o Commercial LoanRepayment is dependent upon the successful opeiatibe borrower’s business

o Consumer Loangonsumer loans (such as personal lines of credit}allateralized, if at all, with assets that nmay provide an
adequate source of payment of the loan due to diepign, damage, or loss.

e Agricultural LoansRepayment is dependent upon the successful opeiaitibe business, which are greatly dependentamym

things outside the control of either the Bankshertborrowers. These factor include weather, comipgudices, and interest rates
among others.
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If the Company's actual loan losses exceed the Company’s allowafar loan losses, the Company’s net income wiltdsase.

The Company makes various assumptions and judgnadatst the collectibility of the Comparsyloan portfolio, including tt
creditworthiness of the Compamyborrowers and the value of the real estate aner @tssets serving as collateral for the repaymokttie
Company’s loans. Despite the Company’s underwriing monitoring practices, the Companyoan customers may not repay their Ic
according to their terms, and the collateral seguthe payment of these loans may be insufficierfidy any remaining loan balance.
Company may experience significant loan losseschvbhbuld have a material adverse effect on itsaipey results. Because the Comp
must use assumptions regarding individual loansthadconomy, the current allowance for loan logsag not be sufficient to cover act
loan losses, and increases in the allowance mayebessary. The Company may need to significantsease the Comparsy/provision fo
losses on loans if one or more of the Compsigiger loans or credit relationships becomesndeént or if we continue to expand
Company’s commercial real estate and commercialitgn In addition, federal and state regulatorsiqoically review the Company’
allowance for loan losses and may require the Compa increase the Company’s provision for loarséssor recognize loan chargffs.
Material additions to the Company’s allowance womldterially decrease the Compasiyet income. The Company cannot assure you #
monitoring procedures and policies will reduce @iertending risks or that the Compasllowance for loan losses will be adequate teet
actual losses.

If the Company forecloses on and takes ownershipedl estate collateral property,it may be subjéztthe increased costs associated \
the ownership of real property, resulting in redugteevenues.

The Company may have to foreclose on collaterapgnty to protect its investment and may thereafien and operate su
property. In such case the Company will be expdsetie risks inherent in the ownership of real estihe amount that the Company,
mortgagee, may realize after a default is dependoi factors outside of the Compasmgontrol, including, but not limited to: (i) gea¢or
local economic conditions; (ii) neighborhood valuég) interest rates; (iv) real estate tax ratég) operating expenses of the mortge
properties; (vi) supply of and demand for rentaitsior properties; (vii) ability to obtain and m&im adequate occupancy of the proper
(viii) zoning laws; (ix) governmental rules, regitms and fiscal policies; and (x) acts of God. t&@@r expenditures associated with
ownership of real estate, principally real estatees and maintenance costs, may adversely affedhtiome from the real estate. Therel
the cost of operating a real property may exceeddhtal income earned from such property, ancCttrapany may have to advance func
order to protect the Compaisyinvestment, or may be required to dispose ofehé property at a loss. The foregoing expenditares cost
could adversely affect the Company’s ability to gete revenues, resulting in reduced levels ofitalufity.

Environmental liability associated with commercid¢énding could have a material adverse effect on tBempan’s business, financi:
condition and results of operations.

In the course of the Compamybusiness, it may acquire, through foreclosurmmercial properties securing loans that are inude
There is a risk that hazardous substances couttisbevered on those properties. In this eventQbmpany could be required to remove
substances from and remediate the properties atwits cost and expense. The cost of removal andr@mmiental remediation could
substantial. The Company may not have adequatediemeagainst the owners of the properties or athgponsible parties and could fin
difficult or impossible to sell the affected proties. These

46




events could have a material adverse effect o@€tmpany’s business, financial condition and opegatesults.

If the Company fails to maintain an effective systeof internal control over financial reporting, itnay not be able to accurately report |
Company'’s financial results or prevent fraud, ands a result, investors and depositors could losafittence in the Company financial
reporting, which could adversely affect the Compénypusiness, the trading price of the Company’s dtcand the Company ability tc
attract additional deposits.

Unless it further delays or curtails its proposeder beginning with the Compars/’annual report for the fiscal year enc
September 30, 2007, the Company will have to irelim its annual reports filed with the Securitiesd &Exchange Commission (i
“Commission”) a report of the Compaisymanagement regarding internal control over firdnmeporting. As a result, and although i
unclear whether, or to what extent, smaller comgmnvill be exempted from its requirements, we rdgemave begun to document ¢
evaluate the Company’s internal control over finaheporting in order to satisfy the requiremestsSection 404 of the Sarban@xdey Acl
of 2002 (the “Sarbanes-Oxley Act”) and Commissiales and regulations, which require an annual memagt report on the Compasy’
internal control over financial reporting, includinramong other matters, managemeassessment of the effectiveness of internal cloowel
financial reporting and an attestation report by @ompanys independent auditors addressing these assesseotsdingly, manageme
has retained outside consultants to assist the @oynin (i) assessing and documenting the adequiattyedCompanys internal control ovi
financial reporting, (ii) improving control process where appropriate, and (iii) verifying throutgsting that controls are functioning
documented. If the Company fails to identify andrect any significant deficiencies in the desigroperating effectiveness of the Company’
internal control over financial reporting or fafts prevent fraud, current and potential stockhaderd depositors could lose confidence it
Company’s financial reporting, which could adveysaffect the Compang’ business, financial condition and results of apens, the tradir
price of the Company'’s stock, and the Company’fitato attract additional deposits.

A breach of information security or compliance brel by one of the Compar's agents or vendors could negatively affect thengmany’s
reputation and business.

The Banks, including the Meta Payment Systems Dinisf MetaBank, depend on data processing, comeation and informatic
exchange on a variety of computing platforms artdvagks and over the internet. The Company cannaiebiin all of its systems are entit
free from vulnerability to attack, despite safegisait has installed. Additionally, the Company eslion and does business with a varie
third-party service providers, agents and vendaith vespect to the Comparsybusiness, data and communications needs. Ifniraor
security is breached, or one of the Comparagents or vendors breaches compliance procedifi@snation could be lost or misappropria
resulting in financial loss or costs to the Companylamages to others. These costs or losses nwtktially exceed the Compasyamour
of insurance coverage, if any, which would adverséect the Company’s business.

Risks Related to the Company’s Stock

The Company’s common stock is thinly traded, andishyour ability to sell shares or purchase additadrshares of the Compang’commoi
stock will be limited, and the market price at atigne may not reflect true value
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Your ability to sell shares of the Compasiycommon stock or purchase additional shares ladgends upon the existence o
active market for the common stock. The Compamgmmon stock is quoted on NASDAQ Stock Market,tha volume of trades on &
given day is light, and you may be unable to finduger for shares you wish to sell or a sellerddigonal shares you wish to purchase
addition, a fair valuation of the purchase or s@gse of a share of common stock also depends aptive trading, and thus the price
receive for a thinly traded stock, such as the Camgfs common stock, may not reflect its true value.

Future sales or additional issuances of the Compangapital stock may depress prices of shares & tBompanys common stock ¢
otherwise dilute the book value of shares then datsling.

Sales of a substantial amount of the Compaugpital stock in the public market or the isseaata significant number of sha
could adversely affect the market price for shafedte Companys common stock. As of September 30, 2006, the Coynpas authorized
issue up to 5,200,000 shares of common stock, afhw®,534,367 shares were outstanding, and 423%638&s were held as treasury st
The Company was also authorized to issue up to0800shares of preferred stock, none of which istantling or reserved for issuar
Accordingly, and although it has no plans to dowithout further stockholder approval, the Compamgy issue up to 2,242,001 additic
shares of common stock and up to 800,000 shaneetdrred stock, which obviously may affect the keaiprice for shares of the Compasy’
common stock.

The price of the Company’s common stock may be titdawhich may result in losses for investors.

The market price for shares of the Comparmgommon stock has been volatile in the past, eandral factors could cause the pric
fluctuate substantially in the future. These fastoclude:

e announcements of developments related to the Coytphusiness,

o fluctuations in the Company’s results of operatjons

o sales of substantial amounts of the Company’s gexsiinto the marketplace,

e general conditions in the Company’s banking nichtéhe worldwide economy,
o ashortfall in revenues or earnings compared torgtegs analysts’ expectations,
o lack of an active trading market for the commorckto

e changes in analysts’ recommendations or projectiamd

o the Company’s announcement of new acquisitiongtrergrojects.

The market price of the Compasy¢ommon stock may fluctuate significantly in thiéufe, and these fluctuations may be unrelat
the Company’s performance. General market pricérdescor market volatility in the future could adsely affect the price of the Company’
common stock, and the current market price maypadhdicative of future market prices.

48




Federal regulations may inhibit a takeover, preveatransaction you may favor or limit the Comparsygrowth opportunities, which cou
cause the market price of the Company’s common kttmcdecline.

Certain provisions of the Compasytharter documents and federal regulations coaNe the effect of making it more difficult fo
third party to acquire, or of discouraging a thirarty from attempting to acquire, control of themgany. In addition, the Company m
obtain approval from regulatory authorities befiorgan acquire control of any other company.
The Company may not be able to pay dividends infiitare in accordance with past practice.

The Company pays a quarterly dividend to stockhsldEhe payment of dividends is subject to legal eagulatory restrictions. Al
payment of dividends in the future will dependlarge part, on the Bank'earnings, capital requirements, financial coodiind other facto
considered relevant by the Company’s Board of Danec

ltem 1B. Unresolved Staff Comments

Not Applicable.

ltem 2. Properties

The Company conducts its business at its maine#iied branch office in Storm Lake, lowa, and fotlveo locations in its prima
market area in Northwest lowa. The Company alsoaipe one office in Brookings, South Dakota,; fiféces in Des Moines, lowa,; fo
offices in Sioux Falls, South Dakota,; and threficet in West Central lowa through the CompanyfetaBank WC State Bank subsidiary
addition, the Company leases space at anotheityanilSioux Falls, which houses general corpofatetions.

The Company owns all of its offices, except for hranch offices located in Storm Lake Plaza, Sthake, lowa, on Westov
Parkway, West Des Moines, lowa, on North Minnesdtanue, Sioux Falls, South Dakota, on South Wesferenue, Sioux Falls, Sot
Dakota, on West 12th Street, Sioux Falls, Southdbgkand the administrative offices located ori"&hd Minnesota in Sioux Falls. In reg
to the South Western and West" Street locations in Sioux Falls, South Dakota,lé#mel on which the buildings were constructed isdet
The total net book value of the Compasyremises and equipment (including land, builddmgl leasehold improvements and furnit
fixtures and equipment) at September 30, 2006 w&s6$million. See Note 7 of Notes to ConsolidatédaRcial Statements in the Ann
Report.

The Company is experiencing rapid growth, partidylas a result of growth of the Meta Payment Systd®ivison. While currei
facilities are adequate to meet its present nébdsCompany will likely continue to add additiotanches in the future, and may be reqt
to expand capacity for administrative support fiors.

The Bank maintains an dime data base with a service bureau, whose prirbaginess is providing such services to finai
institutions. The net book value of the data preires and computer equipment utilized by the Companhyseptember 30, 2006 v
approximately $1.3 million.

Item 3. Legal Proceedings
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On June 11, 2004, the Sioux Falls School Distiledfsuit in the Second Judicial Circuit Court glteg that MetaBank, a wholly-
owned subsidiary of the Company, improperly allovedds, which belonged to the school district, &odeposited into, and subseque
withdrawn from, a corporate account establishedmyemployee of the school district. The schoolridisis seeking in excess of $600,C
MetaBank has submitted the claim to its insurarazeiar, and is working with counsel to vigoroustyntest the suit.

On or about March 10, 2006, plaintiffs filed fivleagsaction suits on behalf of themselves and all othechasers of vehicles frc
Prairie Auto Group, Inc., Dan Nelson Automotive Gpo Inc.’s Rapid City, South Dakota location, artlen not-yetidentified auto sale
entities owned or operated by defendants. The caimtplare styled as follows: Ronald Archulletaaletv. Prairie Auto Group, Inc., et alln
the Tribal Court for the Oglala Sioux Tribe, Pinelde Indian Reservation; Cedar Around Him, et aPsairie Auto Group, Inc., et alln the
Tribal Court for the Rosebud Sioux Tribe, Rosebudidn Reservation; Chris Dengler, et al. v. Prafigo Group, Inc. Circuit Court of th
Second Judicial Circuit, Minnehaha County, Souttkdda; Lucinda Janis, et al. v. Prairie Auto Grolnx,., et al. - File No. C-1504; In the
Tribal Court for the Cheyenne River Sioux IndiarsBwation, Eagle Butte, South Dakota; and Kali Topget al. v. Prairie Auto Group, In
et al. - File No. 01970; Circuit Court for the Seventh Judicial Cir¢ltennington County, South Dakota. Except for thieed plaintiffs, eac
of the complaints is essentially identical to tlleens. The nature of the allegations are the sanmethe same fourteen legal claims are sc
to be pled in each.

Each complaint states that it is a “companion® other four and names the same defendants (apm@iy twentyfive) including
the Registrant and affiliates thereof (the “MetaB&refendants”).None of these complaints has yet been served orofatlye MetaBan
Defendants. The thrust of the complaints is thainpiffs allegedly suffered damages as a result e€Eheme by defendants to use fraud
statements, misrepresentations and omissionslteetgties and extended warranties to plaintifigirRiffs claim that they and other simila
situated purchasers paid too much for their vehialed were induced to buy warranties that werdnanored and otherwise proved worthl
Plaintiffs allege that defendants reaped considerpinfits through fraudulent sales methods; bysifg to make warranted repairs; anc
engaging in usurious repossession and resale grac®laintiffs allege that these practices wereqfaa business plan that originated with
franchisor-defendants and was purchased and entplbyethe franchisedefendants. It appears that the principal basisnfmming th
MetaBank Defendants is that they loaned moneyrtante some of the defendantsisiness operations, purportedly with some degf
knowledge about the defendants’ allegedly abusivesemer practices.

The complaints allege that the described transasoe typical of defendantsusiness and were part of a deliberate schemeteti
primarily at Native American customers. The comptiaiallege that the franchisdefendants engaged in coercive, fraudulent and dibgal
activities in connection with the automobile salasd each seeks to state claims for: (1) breaagxpfess warranty; (2) breach of impl
warranty of merchantability; (3) deceit/fraud; {4dlation of applicable deceptive trade laws; (B¢dxh of the implied covenant of good f
and fair dealing; (6) conversion; (7) civil consggy under tribal and state common law; (8) negliggring, training and supervision
employees; (9) violation of the Federal Equal Cr&pportunity Act; (10) invasion of privacy; (11jolation of the Racketeer Influenced i
Corrupt Organizations Act (RICO); (12) violation thfe Magnuson-Moss Act; (13) violation of the Feddrruth and Lending Acs (TILA)
Three Day Rescission Period; and (14) violatioilafA’s Disclosure of Finance Cost Requirement.

In addition to seeking certification as a classingiffs seek cancellation of the automobile pusghaontracts; monetary dama

including the initial purchase price warranty clemgfinance costs and related repossession and athsges; costs of allegedly warrar
repairs that were not
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made by defendants; consequential damages reftitige alleged wrongful repossession of vehicled @gficiency judgments associa
therewith; damages for emotional and mental sufégmpunitive and treble damages; and attornfges. The amount of the alleged damag
not specified in the complaints.

Each participation agreement with the ten partitigemnks provides that the participant bank shah a specified percentage of
outstanding loan balance at any give time. Eacheagent also recites the maximum amount that caoaned by MetaBank on that partict
loan. MetaBank allocated to some participants amesghip in the outstanding loan balance in excéghe percentage specified in
participation agreement. MetaBank believes thaaioh instance this was done with the full knowledge consent of the participant. Sev
participants have demanded that their participatioa adjusted to match the percentage specifititeiparticipant agreement. Based or
total loan recoveries projected as of March 31,620detaBank calculated that it would cost approxaha $953,000 to adjust the
participations as the participants would have thamfjusted. A few participants have more recentlyedsd that MetaBank owes th
additional monies based on additional legal thsordetaBank denies any obligation to make the reggeadjustments on these or rel
claims. Other than as disclosed below, MetaBankagpredict at this time whether any of these ctaimill be the subject of litigation.

During the third and fourth quarters of fiscal 2068ur lawsuits were filed against the CompanWetaBank subsidiary. Three of
complaints are related to the Companglleged actions in connection with its activitéeslead lender to three companies involved in
sales, service, and financing and their owner. fidugth complaint alleges patent infringement. Aduf actions are in their infancy &
materiality cannot be determined at this time. Tloenpany intends, however, to vigorously defendétsons.

First Midwest Bank-Deerfield Branches and Mid-CayrBank v. MetaBank (Civ. No. 08241). On June 28, 2006, First Midw
Bank-Deerfield Branches and Mid-Country Bank filggit against MetaBank in South DakataBecond Judicial Circuit Court, Minneh
County, in the above titled action. The complaileges that plaintiff banks, who were participatilegpders with MetaBank on a series
loans made to Dan Nelson Automotive Group (“DNA@GHd South Dakota Acceptance Corporation (“SDAGUJfered damages exceec
$1 million as a result of MetaBarkplacement and administration of the loans thaewlee subject of the loan participation agreemertts
complaint sounds in breach of contract, negligegeess negligence, negligent misrepresentationdfia the inducement, unjust enrichrr
and breach of fiduciary duty. On July 17, 2006, &Bsnk removed the case from state court to theedr8tates District Court for the Disti
of South Dakota, where the action has been assicgezino. Civ. 06-4114.

First Premier Bank v. MetaBank (Civ. No. @@877). On July 5, 2006, First Premier Bank filedt sgainst MetaBank in Sot
Dakotas Second Judicial Circuit Court, Minnehaha Countyhie above titled action. The complaint alleges first Premier, a participati
lender with MetaBank on a series of loans madeDAG, has suffered damages in an as yet undeternaimexlint as a result of MetaBaek’
actions in selling to First Premier a participatiara loan made to SDAC and MetaBasldctions in administering that loan. The comp
sounds in breach of contract, breach of covenantg@dd faith and fair dealing, fraudulent inducemefraud, deceit, neglige
misrepresentation, fraudulent misrepresentationyexsion, negligence, gross negligence, breacido€ifary duty and unjust enrichment.
July 17, 2006, MetaBank removed the case from stabet to the United States District Court for fhistrict of South Dakota, where 1
action has been assigned case no. Civ. 06-4115.

Home Federal Bank v. J. Tyler Haahr, Daniel A. Neland MetaBank (Civ. No. 08230). On June 26, 2006, Home Federal |
filed suit against MetaBank and two individualsTyler Haahr and
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Daniel A.Nelson, in South Dakotga'Second Judicial Circuit Court, Minnehaha Countyhie above titled action. The complaint alleged
Home Federal, a participating lender with MetaBanla series of loans made to DNAG and SDAC, suffd@anages exceeding $3.8 mill
as a result of failure to make disclosures regardin investigation of Nelson, DNAG and SDAC by tbhea Attorney General at the tii
Home Federal agreed to an extension of the loaicipation agreements. The complaint sounds indraegligent misrepresentation, bre
of fiduciary duty, conspiracy and breach of dutygofd faith and fair dealing. Subject to a reséomadf rights, our insurance carrier |
agreed to cover the three claims described above.

Meridian Enterprises Corporation v. Bank of Amer@arporation et al. (Case No. 4:06-6¥117CDP). On July 21, 2006, Merid
Enterprises Corporation (“Meridian”) filed suit agst Meta Financial Group, Inc. (Meta Payment Systelivision) (“Meta”)and other banl
and financial institutions in the U.S. District Gbfor the Eastern District of Missouri in the aleatitled action. Meridian is the owner of U
Patent No. 5,025,372 (the “ ‘372 Patent”). The ctaimp alleges that Meta and the defendants each sell, administer, process andémss)
an incentive program where cards are provided toggzants in the incentive program that can bespntéed to retailers to make a purch
The complaint further alleges, inter alia, that Meind the co-defendants each use a computer tonileéewhether or not a participaat’
performance under the incentive program entitlespéwticipant to an award, in which the computso aletermines the amount of the aw
and the amount of the award is based upon the tdvidle participans performance in the incentive program. Accordindgihe complair
sounds in infringement, inducement of infringemeamil contributory infringement of one or more claiai the ‘372 Patent.

There are no other material pending legal procegdio which the Company or its subsidiaries isrypather than ordinary routii
litigation incidental to their respective businesse

Iltem 4. Submission of Matters to a Vote of Security Holders

No matter was submitted to a vote of security haldéhrough the solicitation of proxies or othemyisluring the quarter enc
September 30, 2006.
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PART II
Item 5. Market for Registrant’s Common Equity, Related Shareholder Matters and ksuer Purchases of Securities

Page 36 of the attached 2006 Annual Report to 8bbters is herein incorporated by reference.

There have been no purchases by the Company dtenguarter ended September 30, 2006 of equityrisesithat are registered
the Company pursuant to Section 12 of the Exchawge

Item 6. Selected Financial Data

Page 2 of the attached 2006 Annual Report to Shatets is herein incorporated by reference.

Item 7. Managements Discussion and Analysis of Financial Condition ahResults of Operations

Pages 3 through 10 of the attached 2006 Annual R&p&hareholders are herein incorporated by eefss.

ltem 7A. Quantitative and Qualitative Disclosure About Market Risk

Pages 7 through 8 of the attached 2006 Annual Rép&hareholders are herein incorporated by reéere

Item 8. Consolidated Financial Statements and Supplementaripata

Pages 11 through 34 of the attached 2006 AnnuabfR&pShareholders are herein incorporated byeafz.

Item 9. Changes In and Disagreements With Accountants on Aounting and Financial Disclosure

Not applicable.

Iltem 9A. Controls and Procedures

Any control system, no matter how well designed apeérated, can provide only reasonable (not absplassurance that
objectives will be met. Furthermore, no evaluatdrcontrols can provide absolute assurance thatostrol issues and instances of frau
any, have been detected.

The Company’s management, with the participatiorthef Companys Chief Executive Officer and Chief Financial Offic ha
evaluated the effectiveness of the Company’s dsscid controls and procedures, as such term isetkfimRules 13a — 15(e) and 15d5{e’
of the Exchange Act as of the end of the perioccoad by the report.

Based upon that evaluation, our Chief Executivad®ffand Chief Financial Officer concluded thatohsseptember 30, 2006 ¢

disclosure controls and procedures were effectivyerévide reasonable assurance that (i) the infdbomaequired to be disclosed by us in
Report was recorded, processed, summarized andedmithin the time periods specified in the SERikes and forms, and
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(i) information required to be disclosed by usoiur reports that we file or submit under the Ex@®Act is accumulated and communici
to our management, including our principal exeautind principal financial officers, or persons perfing similar functions, as appropriatt
allow timely decisions regarding required discl@sur

No change in our internal control over financighagting (as defined in Rules 13a-15(f) and 15(8jf) under the Exchange A
occurred during the fourth fiscal quarter of fis@8I06 that has materially affected, or is reasonékély to materially affect, our intern
control over financial reporting.

Section 404 of the Sarban@sdey Act of 2002 requires that companies evalwatd annually report on their systems of inte
control over financial reporting. We are in the gases of evaluating, documenting and testing outesyf internal control over financ
reporting to provide the basis for our report ik, for the first time, be a required part of camnual report on Form 1R-for the fiscal yee
ending September 30, 2007. Due to the ongoing atialuand testing of our internal controls, theam e no assurance that if any cor
deficiencies are identified they will be correcteefore the end of the 2007 fiscal year, or thatehmay not be significant deficiencies
material weaknesses that would be required to perted. In addition, we expect the evaluation psscand any required remediatior
applicable, to increase our accounting, legal ghdracosts and divert management resources fromlginess operations.

Iltem 9B. Other Information
None.
PART IlI
Item 10. Directors and Executive Officers of the Registrant
Directors

Information concerning directors of the Companinorporated herein by reference from the Compadgfinitive Proxy Stateme
for the Annual Meeting of Shareholders to be heldanuary 2007 filed on December 19 , 2006.

Executive Officers

Information concerning the executive officers oé tiompany is incorporated herein by reference floenCompanys definitive
Proxy Statement for the Annual Meeting of Sharebiddo be held in January 2007, filed on DecemBer2D06 and from the information
forth under the caption “Executive Officers of tiempany Who Are Not Directors” contained in Paof this Form 10-K.

Compliance with Section 16(a)

Section 16(a) of the Exchange Act requires the Gomis directors and executive officers, and persons evtio more than 10% of
registered class of the Compasgquity securities, to file with the SEC report®wnership and reports of changes in ownershipoofimor
stock and other equity securities of the Comparfjic€s, directors and greater than 10% sharehsldee required by SEC regulatior
furnish the Company with copies of all Section }6¢ms they file.
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To the Compang knowledge, based solely on a review of the copiesuch reports furnished to the Company and en
representations that no other reports were requdtethg the fiscal year ended September 30, 200&extion 16(a) filing requiremer
applicable to its officers, directors and grealtemt 10 percent beneficial owners were complied.with

Audit Committee Financial Expert

Information regarding the audit committee of thexpany’s Board of Directors, including information regargliJeanne Partlow, t
audit committee financial expert serving on theiaadmmittee for fiscal 2005 and the first quartdrfiscal 2007, is presented under
headings “Meetings and Commitees”, “Audit Commitieatters” and under “Election of Directors” whicbntains Ms. Partlovg biography
in the Companys definitive Proxy Statement for the 2006 Annualetiteg of Stockholders to be held on January 22720fhich was file
with the SEC on December 19 , 2006, and is incatedrherein by reference.

Code of Ethics

We have adopted a written code of ethics within rieaning of Item 406 of SEC RegulationrKSthat applies to our princig
executive officer and senior financial officersc@py of which is available free of charge by cotitag Lisa Binder, our Investor Relatic
Officer, at 800.792.6815 or from our internet wébgivww.metacash.com).

Iltem 11. Executive Compensation

Information concerning executive compensation &iporated herein by reference from the Compaugfinitive Proxy Stateme
for the Annual Meeting of Shareholders to be heldanuary 2007, filed on December 19 , 2006.

Iltem 12. Security Ownership of Certain Beneficial Owners andlanagement and Related Stockholder Matters

€)) Security Ownership of Certain Beneficial Owners
The information required by this item under thetiems captioned “Voting Rights; Vote Required¥/dting of Proxies; Revocabili

of Proxies: Proxy Solicitation Costs” and Stock @wship” on pages 2 through 5 of the Proxy Staterfiket with the SEC on December 19
2006 is incorporated herein by reference.

(b) Security Ownership of Management

The information required by this item under thetieeccaptioned “Stock Ownershigh pages 4 through 5 of the Proxy Statel
filed with the SEC on December 19 , 2006 is incoaped herein by reference.

(c) Changes in Control

Management of the Company knows of no arrangemérakiding any pledge by any persons of securitiethe Company, tt
operation of which may, at a subsequent date,tresalchange in control of the Registrant.
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(d) Equity Compensation Plan Information

The Company maintains the 2002 Omnibus Incentian Pbr purposes of issuing stock based compensaticemployees at
directors. An amendment to this plan, authorizingadditional 200,000 shares to be issued underpthis, was approved by the Boarc
Directors on August 28, 2006, and will be submittedshareholder approval at the annual meetinghafeholders on January 22, 2007.
Company also has unexercised options outstandidgrua previous stock option plan. The followingléaprovides information about t
Company’s common stock that may be issued undeCtimepany’s omnibus incentive plans.
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Plan Category

Number of securities to

be issued upon exercise

of outstanding options,
warrants and rights

Weighted-average
exercise price of

outstanding options,

warrants and rights

Number of securities
remaining available for
future issuance under
equity compensation plan
(excluding securities
reflected in (a))

Equity compensatio
plans approved b

shareholder 357,72 $19.4: 0
Equity Compensatio
plans not approved t
shareholder 28,70: $24.4: 171,29¢

ltem 13. Certain Relationships and Related Transactions

Information concerning certain relationships amthgactions is incorporated herein by reference tf@Companys definitive Prox
Statement for the Annual Meeting of Shareholdeisetdeld in January 2007, filed on December 19620

ltem 14. Principal Accountant Fees and Services

Audit Fees

Fees paid to McGladrey & Pullen, LLP and its assted entity, RSM McGladrey, Inc., for each of thstltwo fiscal years are set
forth below.

Fiscal Audit Audit-Related Tax All Other
Year Fees Fees Fees Fees

2006 $114,00! $32,00( $21,00( $4,00(
2005 $121,00( $20,00( $17,00( $ —

Audit fees consist of fees for audit of the Compangnnual financial statements, review of finanstatements included in t
Company’s quarterly reports on Form @0and services normally provided by the independemditor in connection with statutory ¢
regulatory filings or engagements.

Audit related fees primarily consist of fees fordas of financial statements of the employee béngiin maintained by tl
Company and assistance with accounting researdensat

All other fees consist of fees for an independarmesultation regarding the hiring of an employee.
Tax fees consist of fees for tax consultation andcompliance services for the Company and the @yepl benefit plan maintain

by the Company.
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The Company’s Audit Committee has considered amdloded that the provision of all n@uditing services (and the aggregate
billed for such services) in the fiscal year end&gptember 30, 2007 by McGladrey & Pullen, LLP, precipal independent pub
accountants, and RSM McGladrey, Inc. is compatiite maintaining the principal auditors’ independen

Pre-Approval Policy. The Audit Committee pre-approves all audit andpssible nonaudit services provided by the indepen:
auditors. The non-audit services include auditteglsservices and tax services. The Audit Commitg@elicy is to preapprove all service
and fees for up to one year, which approval incduttee appropriate detail with regard to each palgicservice and its related fees
addition, the Audit Committee can be convened case-byease basis to approve any services not anticigatedrvices whose costs exc
the pre-approved amounts.

During the fiscal year ended September 30, 2008%L0f all audit and permissible non-audit servieese preapproved by tr
Audit Committee.
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PART IV

Item 15. Exhibits, Financial Statement Schedules, and Rep@ton Form 8K

The following is a list of documents filed as parof this report:

€)) Financial Statements:

The following financial statements are incorporatgdeference under Part Il, Item 8 of this FormKt0

PoObdPE

6.
7.

(b) Exhibits :

Report of Independent Registered Public Accounfinm.

Consolidated Statements of Financial Conditionfe&&eptember 30, 2006 and 2005.
Consolidated Statements of Operations for the YEaded September 30, 2006, 2005, and 2004.
Consolidated Statements of Comprehensive Incomssjlfor the Years ended September 30,
2006, 2005, and 200

Consolidated Statements of Changes in ShareholBgtsty for the Years Ended September 30,

2006, 2005, and 200
Consolidated Statements of Cash Flows for the Yieaded September 30, 2006, 2005, and 2

Notes to Consolidated Financial Stateme

See Index of Exhibits .

(c) Financial Statement Schedules:

All financial statement schedules have been ométethe information is not required under the eslat
instructions or is inapplicable.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the Regiigthas duly caused this Rej
to be signed on its behalf by the undersignedetimen duly authorized.

META FINANCIAL GROUP, INC.
Date: December 20, 2006 By: sl J. Tyler Haahr

J. Tyler Haahr
(Duly Authorized Representativ

Pursuant to the requirements of the Securities &xgé Act of 1934, this Report has been signed bélpthe following persons
behalf of the Registrant and in the capacities@nthe dates indicated.

By: /s/J. Tyler Haahr Date: December 20, 20C
J. Tyler Haahr, President
and Chief Executive Officer
(Principal Executive Officer)

By: [s/ James S. Haahr Date: December 20, 20C
James S. Haahr, Chairman of the Board

By: /s/ E. Wayne Cooley Date: December 20, 20C
E. Wayne Cooley, Director

By: /s/ E. Thurman Gaskill Date: December 20, 20C
E. Thurman Gaskill, Director

By: /s/ Brad Hanson Date: December 20, 20C
Bradley C. Hanson, Director

By: /s/ Frederick V. Moore Date: December 20, 20C
Frederick V. Moore, Director

By: /s/ Rodney G. Muilenburg Date: December 20, 20C
Rodney G. Muilenburg, Director

By: /s/ Jeanne Partlow Date: December 20, 20C
Jeanne Partlow, Director

By: /s/ Jonathan M. Gaiser Date: December 20, 20C
Jonathan M. Gaiser, Senior Vice
President, Secretary, Treasurer and
Chief Financial Officer
(Principal Financial and Accounting Officer)




INDEX TO EXHIBITS

Exhibit
Number Description
3(i) Registrant’s Articles of Incorporation as currenity effect, filed on June 17, 1993 as an exhibittlte Registran$ registratio

3((ii)

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

statement on Form S-1 (Commission File No. 33-63,6&4 incorporated herein by reference.

Registrant’s Bylaws, as amended and restated, éife@xhibit 3(ii) to Registrant’s Report on Form-Kdor the fiscal year end:
September 30, 1998 (Commission File No. 0-22140pdorporated herein by reference.

Registrant’s Specimen Stock Certificate, filed ome) 17, 1993 as an exhibit to the Registrant’sstegfion statement on Form1S-
(Commission File No. 33-64654), is incorporatedeireby reference.

Registrant’s 1995 Stock Option and Incentive Pfded as Exhibit 10.1 to Registrant’s Report onrAatOKSB for the fiscal ye:
ended September 30, 1996 (Commission File No. @@R1s incorporated herein by reference.

Registrant’s 1993 Stock Option and Incentive Pfa@gd on June 17, 1993 as an exhibit to the Reayig’s registration statement
Form S-1 (Commission File No. 33-64654), is incogbed herein by reference.

Registrant’s Recognition and Retention Plan, fdadJune 17, 1993 as an exhibit to the Registraatjstration statement on Form S-
1 (Commission File No. 33-64654), is incorporatedein by reference.

Employment agreement between MetaBank and J. Hdahr, filed as an exhibit to Registrant’s Reportc@rm 10K for the fisca
year ended September 30, 1997 (Commission Filé-22140), is incorporated herein by reference.

Registrant’s Supplemental Employees’ Investment Hiled as an exhibit to Registrant’s Report omrd 0KSB for the fiscal ye:
ended September 30, 1994 (Commission File No. @@R1s incorporated herein by reference.

Employment agreements between MetaBank and Jantésa®r, filed on June 17, 1993 as an exhibit toRbgistrants registratio
statement on Form S-1 (Commission File No. 33-63654ncorporated herein by reference.

Registrant’s Executive Officer Compensation Progréiled as Exhibit 10.6 to Registrant’s Report aori 10K for the fiscal yee
ended September 30, 1998 (Commission File No. @@R1s incorporated herein by reference.

Registrant’s Executive Officer Incentive Stock @ptiPlan for Mergers and Acquisitions, filed as Eihi0.7 to Registrars’ Repor
on Form 10-K for the fiscal year




ended September 30, 1998 (Commission File No. @@R1s incorporated herein by reference.

10.9 Registrant’'s 2002 Omnibus Incentive Plan, filedEaghibit 10.9 to Registrant’'s Report on Form KOfor the fiscal year ends
September 30, 2003 (Commission File No. 0-22140pdorporated herein by reference.

10.10 The First Amendment to Registramt2002 Omnibus Incentive Plan, adopted by the Ragison August 28, 2006, and filed
December 19, 2006 as Exhibit A to Registrant's Sole 14A (DEF 14A) Proxy Statment (Commission Rile. 022140), i
incorporated herein by reference.

10.11 Settlement Agreement by and between First IndiamakBN.A. and MetaBank dated March 13, 2006, fdsdExhibit 10.12 to tt
Registrant’s Quarterly Report on Form 10-Q for thearter ended March 31, 2006 (Commission File NB2040), is incorporats
herein by reference.

11 Statement re: computation of per share earningdu@ed under Note 2 of Notes to Consolidated Firmr&tatements in the Annt
Report to Shareholders’ attached hereto as Ext#)it

13 Annual Report to Shareholders.

21 Subsidiaries of the Registrant.

23 Consent of McGladrey & Pullen, LLP.

31.1 Certification of Principal Executive Officer pursutao Section 302 of the Sarbanes-Oxley Act of 2002
31.2  Certification of Principal Financial Officer pursuteto Section 302 of the Sarbanes-Oxley Act of 2002
32.1 Certification of the CEO pursuant to Section 906hef Sarbanes-Oxley Act of 2002.

32.2  Certification of the CFO pursuant to Section 906hef Sarbanes-Oxley Act of 2002.
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Life is a journey, not a destination.

It's pretty simple. Life changes.And when “real life” changes, it's just smart to keasure your financial life changes with it. Thatky the
Meta team developed a unique program with one igaaind: Make money management easier for custothessigh every life change. Our

unique Life Change Prograf coaches customers through the personal and filazfienges of life’s most common changesa they ca
spend more time enjoying the journey.

COMPANY STRUCTURE

META FINANCIAL GROUP. [NC=

COMPANY PROFILE

Meta Financial Group, Inc. (MFG) is a $741 millibank holding company for MetaBank, MetaBank Westit€¢, and Meta Trust Company.
Headquartered in Storm Lake, lowa, the Company edasd from mutual ownership to stock ownership983. Its primary business is
marketing deposits, loans and other financial ses/and products to meet the needs of its comnheagigcultural, and retail customers. M
shares are traded on the NASDAQ Global Mark¥t.

MFG operates under a super-community ingnhilosophy that allows the Company to grow whilaintaining its community bank
roots, with local decision making and customer iservAdministrative functions, transparent to thistomer, are centralized to enhance the
banks’ operational efficiencies and to improve oostr service capabilities.

MetaBank is a federally-chartered savinask with four market areas: Northwest lowa, Biiagk, Central lowa, Sioux Empire; and
the nationally recognized Meta Payment Systemsidini Meta Payment Systems manages four primaipdsslines that contribute to
revenue and deposits: prepaid cards, credit cAtdemated Teller Machine (ATM) sponsorship and Ao&ted Clearing House (ACH)
origination. MetaBank West Central is a state-aad commercial bank located in West Central Idwaeteen bank offices and one
additional administrative office support customr®ughout central and northwest lowa and in Brogkiand Sioux Falls, South Dakota.
Meta Trust provides professional trust services.

Banks are Members FDIC and Equal Housing Lenddrs.dJompany and its subsidiaries exceed regulatpifat requirements.
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To Our Shareholders

L TO R: J. TYLER HAAHR, JAMES S. HAAHR

Meta Financial Group (MFG) reported net income of $3.92 million or $1& diluted share for the fiscal year ended Sepésr80, 2006.
This compares to a net loss of $924,000 or $0.88lihgted share for fiscal year 2005. Net incometfe quarter ended September 30, 2006
was $661,000 or $0.26 per diluted share compar&846,000 or $0.22 per diluted share during theespeniod in 2005, representing an 18
percent growth in earnings per share on a matchader basis.

Things do
not change;
we change.

—Henry David Thoreau

2006 earnings were higher because of increased@aidcome, non-recurring fee income, and a Iqwevision for loan loss, offset in part
by higher expenses such as compensation, cardgsingdees, legal and consulting fees. Negativeiregs for 2005 were impacted by a
significant loan loss related to loans given t@éhaffiliated companies involved in automobile sagervice and financing, and to the owners
thereof.

Net income at Meta Payment Systems (MBSgparate reportable business unit of the Compeas/$4.5 million or $1.78 per diluted
share for fiscal year 2006. This compares to add$808,000 or $0.33 per diluted share for sam@g@én 2005, when MPS was in its start-
up phase. Net income for the traditional banking was $1.35 million or $0.54 per diluted shareffecal year 2006 and $958,000 or $0.39
per diluted share for the same period in 2005. fEheaining business units netted losses of $1.9%bmibr $0.77 per diluted share for fiscal
year 2006 and $1.08 million or $0.44 per dilutedrstfor the same period in 20(



While earnings greatly improved from 20652006, more significant is the continued progrtesvard initiatives that we believe will
enhance long-term performance and earnings:

Growth of Meta Payment Systems, a division of Meialg

Growth of low-cost deposits

1
2
3. Analysis of operations for improved efficienci
4 Branch expansion; ar

5

Human resource development and expan:

Focused efforts by the Meta team conteibuin part, to the Company’s improved credit gyahtios. The improvements resulted in
fewer non-performing loans which contributed toegative provision for loan losses in fiscal 2006.

On the deposit side, the Company consitaemprove its funding mix by replacing highersting certificates of deposit, public funds
deposits, and wholesale borrowings with low-cogtodits such as checking and money market accolioal checking deposits rose 59.2
percent during fiscal year 2006, from $135.9 miilet September 30, 2005 to $216.3 million at Sep&r30, 2006. A significant portion of
this growth came from deposits generated by MP&lTaoney market accounts increased 38.5 percemt $74.6 million to $103.3 million
while savings and certificates of deposit decligécb percent from $330.5 million to $246.1 millidaring the same time period. The
Company used deposit increases to pay down whelesatowing sources. Total wholesale borrowingSegitember 30, 2006 were $124.6
million, down 34.4 percent from $190.0 million a@ember 30, 2005.

The Company’s steadfast efforts to imprds funding mix has shifted the percentage oftmst funds from 24.5 percent of total
deposits to 56.5 percent during the past five yéldie shift



directly improves the Company’s net interest incand loan-to-deposit interest rate spreads.

Meta Financial Group’s net interest ineofor fiscal year 2006 was $19.64 million compai@819.24 million for 2005. The 2 percent
increase was driven by a higher net interest magfieet in part by a smaller earning asset bas¢iiterest margin for fiscal year 2006 was
2.84 percent, compared to 2.56 percent in 2005.

The Company’s non-interest income roeenft63.73 million in fiscal year 2005 to $13.41 moitl in 2006, up $9.68 million or 259
percent. The majority of this growth is relatechigher fee income earned on prepaid debit cardo#ret card-related products and services
offered by MPS. The increase also includes $2.3fomiof non-recurring fee income related to a fhased portfolio of prepaid debit cards.

LOW -COST
DEPOSIT BALANCES
In millions

e T
05 ————————— 5211

04 e—— 5151

03 — $116

02 eo— 587

LOW -COST

DEPOSIT BALANCES

As a percentage of

total deposit balances
By
05 oeeeee—— = 9%
04 p———— 3 3 %
03 m——— 6%

02 —— - 4%

As a principal member of MasterCatd/isa, ® Discover® and the regional debit networks, MPS expands thap@my’s opportunity
and reach in the growing payments industry. It eetvanks, card processors, and tpady marketing companies nationwide. The MPS ¢
launched and now manages four primary business tha contribute to the Company’s revenue and slep@repaid cards, credit cards,
Automated Teller Machine (ATM) sponsorship, and dxaated Clearing House (ACH) origination.

As of fiscal year end, MPS supportedrtBdoy implementing more than 500 prepaid progranesissuing more than 20 million cards.
MPS also recently completed two patent applicatfonsoftware developed to support client prograltssATM Services unit now sponsors
more than 25 percent of the white-label ATMs plasationwide. MPS joined as a founding member ofMa&onal Branded Prepaid Card
Association (NBPCA) in an effort to assist in thegoing formation of the branded prepaid card ingustiPS President, Brad Hanson, was
invited to serve on the NBPCA Board of Directors.

In addition to MPS’ expansion, the Compapened two new offices in Sioux Falls, South Dakand one in West Des Moines, lowa.
The Company continues to consider branching stractnd additional opportunities to maximize brapwoifitability and contributions.

In January 2006, the Company was pleasagpoint Jonathan M. Gaiser, CFA, as Senior Yiwsident, Secretary, Treasurer, and
Chief Financial Officer for MFG and MetaBank, angc&tary for MetaBank West Central. He and otherosefficers such as Brian Bond,
Ron Butterfield, Ray Frohnapfel, John Hagy, Barpman and Kathy Thorson, who joined the Compargssumed new responsibilities
during the fiscal year, have joined other taleribdda associates to fulfill the Compé s mission: Make money management eas!



customers through every life change.

Also in January 2006, MFG welcomed Medarick V. Moore, President of Buena Vista Univigrsas an independent director of the
Company, MetaBank and MetaBank West Central. herg well-qualified and has been quick to make contributfonghe betterment of tt
Company.

At September 30, 2006, the Company hadtagotaling $741.1 million, compared to $775.8iom at September 30, 2005. The
reduction in assets primarily reflects the Comparpjanned strategy to reduce the level of lowelding investment securities and reduce
higher costing deposits and wholesale borrowings.

Meta Financial Group shares closed at@8l8n September 30, 2005 and increased to $24.8&ptember 30, 2006. On behalf of all
Meta Financial Group associates, we remain dedidatécreasing shareholder value and enhancing ngburn.

It is not a coincidence that Meta medmnge. Thank you for your interest in our companyest in us. Bank with us. Enjoy the
journey.

)AL

JAMES S. HAAHR
Chairman of the Board

(77 |1 Ao
/ *//

J. TYLER HAAHR
President & CEO




FINANCIAL HIGHLIGHTS

(Dollars in Thousands except Per Share Data) 200¢€ 200t 200¢ 200z

200z

AT SEPTEMBER 30

Total asset $ 741,13 $ 77583¢ $ 780,79¢ $ 77228 $
Total loans, ne 388,76: 440,19( 404,05: 349,69:
Total deposit: 565,71( 541,04. 461,58: 435,55!
Shareholder equity 45,33: 42,95¢ 47,274 43,03!
Book value per common shg $ 17.8¢  $ 17.1¢ % 18.9¢ $ 1728 $
Total equity to asse 6.12% 5.54% 6.05% 5.51%
FOR THE FISCAL YEAR
Net interest incom $ 19,63¢ $ 19,23¢ % 17,76¢  $ 15,72¢ %
Net income (loss 3,921 (929 3,981 3,391
Diluted earnings (loss) per sh $ 158 % 03 3 157 % 13 %
Return on average ass .52% -0.12% .51% A7%
Return on average equi 9.0% -2.05% 8.6%% 7.51%
Net yield on intere-earning asse! 2.84% 2.5€% 2.4(% 2.31%
TOTAL ASSETS TOTAL LOANS, NET TOTAL DEPOSITS TOTAL NET INCOME
In millions In millions In millions In thousand:
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Meta Financial Group, Inc. and Subsidiaries

S ELECTED CONSOLIDATED FINANCIAL INFORMATION

SEPTEMBER 30, 200€ 2008 200¢ 200¢ 200z
SELECTED FINANCIAL CONDITION DATA
(In Thousands
Total asset $ 741,13; $ 775,83¢ $ 780,79¢ $ 772,28 $ 607,64
Loans receivable, ni 388,76: 440,19( 404,05: 349,69:. 341,93
Securities available for sa 186,17¢ 230,89: 322,52 366,07! 218,24
Goodwill 3,40 3,40 3,40 3,40 3,40
Deposits 565,71( 541,04. 461,58: 435,55! 355,78
Total borrowings 124,57t 190,01: 269,10¢ 291,48t 205,26t
Shareholder equity 45,33: 42,95¢ 47,274 43,03! 44,58¢
YEAR ENDED SEPTEMBER 30,
SELECTED OPERATIONS DATA
(In Thousands, Except Per Share De
Total interest incom $ 4057¢ $ 41,090 $ 36,18 $ 3517¢ $ 3543
Total interest expens 20,94: 21,85« 18,41: 19,451 21,73¢
Net interest incom 19,63¢ 19,23¢ 17,76¢ 15,72¢ 13,70(
Provision for loan losse (459) 5,48 48¢ 35C 1,09(C
Net interest income after provision for loan los 20,09( 13,751 17,28( 15,37¢ 12,61(
Total nor-interest incom 13,40¢ 3,731 3,59¢ 3,55¢ 2,781
Total nor-interest expens 27,62t 19,091 14,83( 13,85¢ 12,26¢
Income (loss) before income tax 5,871 (1,609 6,04¢ 5,07t 3,12z
Income tax expense (benel 1,95( (685) 2,05¢ 1,67¢ 96¢€
Net income (loss 3,921 (929) 3,98 3,397 2,157
Earnings (loss) per common sh.
Basic $ 158 $ 03 $ 161 $ 137 % 0.8¢
Diluted $ 158  $ 03 $ 157 % 13 $ 0.87
YEAR ENDED SEPTEMBER 30,
SELECTED FINANCIAL RATIOS
AND OTHER DATA
PERFORMANCE RATIOS
Return on average ass 0.52% -0.12% 0.51% 0.47% 0.38%
Return on average equi 9.0% -2.05% 8.6%% 7.51% 4.95%
Net interest margi 2.84% 2.5€% 2.4(% 2.31% 2.56%
Operating expense to average as 3.6%% 2.4% 1.91% 1.9%% 2.1%
QUALITY RATIOS
Non-performing assets to total assets at end of 0.5€% 0.65% 0.09% 0.28% 0.5¢%
Allowance for loan losses to n-performing loan: 14€% 1057% 754% 49%% 22(%
CAPITAL RATIOS
Shareholder equity to total assets at end of per 6.12% 5.54% 6.05% 5.57% 7.3(%
Average shareholde’ equity to average asse 5.7¢% 5.71% 5.91% 6.25% 7.68%
OTHER DATA
Book value per common share outstand $ 178 $ 17.1¢ $ 189¢ $ 172t $  18.0¢



Dividends declared per she $ 05 $ 052 % 05 $ 052 % 0.52
Number of ful-service offices 19 17 16 16 15



Meta Financial Group, Inc. and Subsidiaries
M ANAGEMENT’S DISCUSSION AND ANALYSIS
MANAGEMENT’S DISCUSSION AND ANALYSIS

GENERAL

Meta Financial Group, In& (the “Company”) is a bank holding company whosenary subsidiaries are MetaBank and MetaBank West
Central (“MetaBank WC”). The Company was incorpedsin 1993 as a unitary non-diversified savingslaad holding company that, on
September 20 of that year, acquired all of thetahpiock of MetaBank, a federal savings bankannection with MetaBank’s conversion
from mutual to stock form of ownership. On Septen@® 1996, the Company became a bank holding coyisaconjunction with the
acquisition of MetaBank WC, a state-chartered corsrakbank.

The Company focuses on establishing aaidtaining long-term relationships with customensd is committed to serving the financial
service needs of the communities in its market.arba Company’s primary market area includes thievidgng counties: Adair, Buena Vista,
Dallas, Guthrie, Pocahontas, Polk, and Sac lodatedntral and northwestern lowa, and Brookingachin, and Minnehaha located in east
central South Dakota. The Company attracts retgbdits from the general public and uses thosesitsptogether with other borrowed
funds, to originate and purchase residential amingercial mortgage loans, to originate consumeicalgural and other commercial loans.
Meta Payment Systenf8a division of MetaBank, (“MPS”) is an industry leadn the issuance of prepaid debit cards and tinigter of a
wide range of debit card and money transfer relpteducts and services.

OVERVIEW OF CORPORATE DEVELOPMENTS

In November 2005 the Company opened a new fullisefwanch in the Sioux Falls market. The branchuishes administrative office space
which houses much of the Information Systems depart and MPS division. In September 2006, the Coypppened a new full-service
branch in the Des Moines market. The Company nosvaips 19 branches in Brookings (1) and Sioux F4)IsSouth Dakota, and Des
Moines (5), Northwest (6), and West-Central (3)ydo In August 2006, the Company also leased office at another location in Sioux
Falls to house various administrative support fiamst and MPS offices. As a result of these bramzhadfice openings, the Company has
incurred, and will continue to incur, increased®ath compensation and occupancy and equipment sgp&fanagement believes these
increases will be offset by additional net inteieasbme and fee income as the new branches matogdeas MPS grows.

During the first half of fiscal year 2QGGe company completed its foreclosure, repossesand liquidation of the majority of
remaining assets of three companies involved ioraabile sales, service, and financing. Two of theesapanies had filed for reorganization
under Chapter 11 of the U.S. Bankruptcy Code ire 2005. MetaBank had been the lead lender andceemi approximately $32.0 million
in loans to these three companies and their pahcwners. As of September 30, 2006, the Compadycharged off all remaining loan
balances related to this relationship, and had ong/related property left in its possession, wittarrying value of $35,000. At this time, the
Company continues to expect that total cash expaedion legal and collection efforts related ®sthloans will range between $750,000
$1,100,000, of which approximately $700,000 hasaaly been incurred.

The participation of the aforementionetbadealership related loans remains the subjedispiute between several of the participants
and MetaBank. In March 2006, the Company reacteattlement agreement with one of the participankbaln June 2006, MetaBank was
named in lawsuits filed by three of the participhanks related to these loans. The Company is @igly defending these claims. See “Legal
Proceedings” under Note 16 in the Notes to Conat#idi Financial Statements.

MPS exhibited rapid growth during fisgakr 2006. The division was created in May 200ake advantage of opportunities in the
growing area of prepaid debit cards, ATM spons@shind other money transfer systems and servides. #pproximately one year of start-
up and development, the division had reached pifity by the end of fiscal year 2005. By June @@®e division had recouped all of the
Company’s initial investment in the division, asdniow a significant contributor to the Companytsficial performance. The division’s
efforts have also resulted in the filing of twoguatapplications to protect the Companiyivestment in its intellectual property. See Nitan
the Notes to Consolidated Financial Statementduire 2006, the Company recorded $2,570,000 in @curting pre-tax fee income at MPS
related to fees received on a purchased portfélprepaid debit cards.

The Company’s stock trades on the NASD@&Igbal Market under the symbol “CASH.”
FINANCIAL CONDITION

The following discussion of the Company’s consdkdifinancial condition should be read in conjumctith the Selected Consolidated
Financial Information and Consolidated Financiat&ments and the related notes included elsewleeeinh

The Company'’s total assets at Septembe2@®6 were $741.1 million, a decrease of $34Iifamj or 4.5 percent, from $775.8 million
at September 30, 2005. The decrease in assetsuegsitharily to a planned decrease in securitieslavie for sale and a decrease in



Company’s purchased loan participation portfolifset in part primarily by an increase in total lead cash equivalents.

Total cash and cash equivalents increbgek95.0 million from $14.4 million at Septembé), 2005 to $109.4 million at September 30,
2006. The Company’s portfolio of securities purathander agreements to resell and available ferdsdreased $76.3 million, or 28.4
percent, to $192.1 million at September 30, 20061f$268.4 million at September 30, 2005. The Comisaportfolio of securities available
for sale consists primarily of mortgage-backed s&es, most with balloon maturities, which havéatirely short expected average lives and
limited maturity extension risk. During fiscal ye2006, the company purchased only one securitiiS@vailable for sale portfolio totaling
$108,000, and did not sell any securities. Prifaipah flows from the available for sale portfaiecreased to $41.7 million in 2006 from
$78.0 million in 2005. See Note 4 in the Notes tméblidated Financial Statements.

The Company’s portfolio of net loans ligable decreased by $51.4 million, or 11.7%, to&88nillion at September 30, 2006 from
$440.2 million at September 30, 2005. The decraasemainly the result of pay offs and pay downthenCompany’s purchased loan
participation portfolio, which is concentrated ionemercial real estate and commercial operatingitstethe Company experienced slight
growth in its agricultural real estate and agrigrdt operating portfolios. See Note 5 in the Nate€onsolidated Financial Statements.

The Company owns stock in the Federal eldwan Bank (“FHLB”) of Des Moines as well as irthederal Reserve Bank due to its
membership and participation in these banking systdhe Company’s investment in such stock decde$3& million, or 30.1%, to $5.8
million at September 30, 2006 from $8.3 millionS@Eptember 30, 2005. The decrease was due to eadedrethe level of borrowings from
the FHLB, which require a calculated level of stamkestment based on a formula determined by thieB-H

Deposit balances increased by $24.7 anillor 4.6%, to $565.7 million at September 30,82006m $541.0 million at September 30,
2005. The increase in deposits is primarily dugrtwth in low- and no-cost demand deposits and momerket accounts, offset by decreases
in higher costing certificates and public funds a&{s. Most of the growth in demand deposits odggd from MPS. Total checking deposits
increased by $80.4 million, or 59.2%, to $216.3lionl at September 30, 2006 from $135.9 million ep&@mber 30, 2005. Total savings and
certificates of deposit declined $84.4 million,2&.5%, to $246.1 million at September 30, 2006 f&880.5 million at September 30, 2005.
The decrease in savings and certificates resutiethgly from the runoff of higher costing publiarids deposits. Money market
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accounts also exhibited growth during fiscal ye20&, increasing $28.7 million, or 38.5%, to $108u8lion at September 30, 2006 from
$74.6 million at September 30, 2005. Money marlegtasits grew from increased market penetratiothbyQompany'’s retail banking
operations and as customers’ opportunity cost tifihg balances in savings and checking accountswidth the level of short term interest
rates during the year. See Note 8 in the Noteotwstlidated Financial Statements.

The Compang’'wholesale borrowings portfolio decreased $65Mamj or 34.4%, to $124.6 million at September 3006 from $190.
million at September 30, 2005. The decrease wasapily the result of decreased borrowings fromRhi.B of Des Moines in conjunction
with management’s planned strategy of reducingibe of the balance sheet, and the Company’s palian these higher costing funding
sources. See Notes 9, 10, and 11 in the Notesredlidated Financial Statements.

Shareholders’ equity increased $2.3 anillior 5.5%, to $45.3 million at September 30, 2066 $43.0 million at September 30, 2005.
The increase in shareholders’ equity was primatilg to net income, partially offset by cash divideeand an increase in other accumulated
comprehensive loss associated with the Compangigisies available for sale portfolio. See NoteilBhe Notes to Consolidated Financial
Statements.

RESULTS OF OPERATIONS

The following discussion of the Company’s resufteperations should be read in conjunction with $séected Consolidated Financial
Information and Consolidated Financial Statementsthe related notes included elsewhere herein.

The Company’s results of operations agetident on net interest income, non-interest iegamon-interest expense, and income tax
expense. Net interest income is the differencepoead, between the average yield on interestrapassets and the average rate paid on
interest bearing liabilities. The interest rateesput is affected by regulatory, economic, and coitiyefactors that influence interest rates, |
demand, and deposit flows. The Company, like dihancial institutions, is subject to interest ragk to the extent that its interest earning
assets mature or reprice at different times, oa different basis, than its interest bearing litibs.

The Company’s non-interest income is\atiprimarily from card fees attributable to théates of MPS and fees charged on loans
and transaction accounts. This income is offsgbaitt, by expenses, such as card processing expeaisédutable to MPS, as well as
additional compensation and occupancy expensesiag=bwith additional personnel and office locaioTo a lesser extent, non-interest
income is derived from gains or losses on the gfll@eans and securities available for sale as agthe Company’s holdings of bank owned
life insurance. Additionally, non-interest incomastbeen derived from the activities of Meta Trustpany, a wholly-owned subsidiary of
Meta Financial Group, which provides a variety affpssional trust services.

COMPARISON OF OPERATING RESULTS FOR THE YEARS ENDED SEPTEMBER 30, 2006 AND SEPTEMBER 30, 2005
GENERAL

The Company recorded net income of $3,921,00th®rear ended September 30, 2006, compared tolasseif $924,000 for the year
ended September 30, 2005. Earnings in fiscal y@@8 2vere primarily impacted by card fees, non-réngrfee income, and a negative
provision for loan loss, partially offset by highssmpensation, occupancy, legal and consulting candl processing expenses. Earnings in
fiscal year 2005 were impacted by a large provisosrioan loss.

NET INTEREST INCOME

Net interest income for the year ended Septembe2@I6 increased by $397,000, or 2.1 percent, $685,000 from $19,240,000 for t

year ended September 30, 2005. The increase intastst income reflects a higher net interest mangffset in part by a smaller avera
earning asset base. Net interest margin increadéadgds points to 2.84 percent in fiscal year 2008 2.56 percent in fiscal year 2005. The
improvement resulted primarily from the shift iret@ompany’s funding mix attributable to growth onrinterest-bearing and money market
deposits and decreases in higher costing cerficgtublic funds deposits, and wholesale borrowings

The Company’s average earning assetedeed $58.6 million, or 7.8 percent, to $692.0iom|Huring fiscal year 2006 from $750.6
million during fiscal year 2005. The decrease isrily the result of a smaller portfolio of sedigs available for sale and a smaller average
loan portfolio. The Company’s yield on earning &ssese 38 basis points to 5.86 percent duringlffigear 2006 from 5.48 percent during
fiscal year 2005. The increase is the result prilgnaf increasing yields on the Company’s adjustataite loan portfolio due to an increasing
interest rate environment during 2006.

The Company’s average total depositsiatedest-bearing liabilities decreased $38.2 millior 5.2 percent, to $699.8 million during
fiscal year 2006 from $738.0 million during fisgadar 2005. The decrease resulted mainly from aedserin the Compa’s portfolio of



advances from the FHLB and other wholesale borrgaiDecreases in public funds deposits were maire affset by growth in non-interest
bearing checking accounts. The Company’s costtaf teposits and interest-bearing liabilities r8dgasis points during fiscal year 2006 to
2.99 percent during fiscal year 2006 from 2.96 estduring fiscal year 2005. Despite an increagitgrest rate environment in 2006, which
drove the costs of certificates and money markposi¢s higher, the Company was able to limit tregéase in its overall cost of funds by
shifting its portfolio mix away from higher costimgrtificates, public funds deposits, and wholebalegowings, into lower costing demand
deposits.

PROVISION FOR LOAN LOSSES

In fiscal year 2006, the Company recorded a negatrevision for loan losses of $454,500, compaoedl positive provision for loan losses of
$5,482,000 for fiscal year 2005. The negative mmiovi in 2006 relates in part to the Company’s egtént agreement with one of several
participants in the aforementioned auto-dealerstigted lending relationship. Additionally, shrimgeain the Company’s loan portfolio during
the year reduced the level of required loan loesvainces on the portfolio. The large provisionlfan losses in fiscal year 2005 stemmed
primarily from provisions related to losses in #ferementioned auto-dealership related loans. &lagively large provision in fiscal year
2005 and the negative provision in fiscal year 2i80e primary reason that net interest incomer gftovision for loan losses increased by
$6.3 million, from $13.8 million in fiscal 2005 ®%20.1 million in fiscal year 2006.

Management closely monitors economic igraents both regionally and nationwide, and carsidhese factors when assessing the
adequacy of its allowance for loan losses. Althoagiient economic conditions are relatively strangnagement is aware that many
economists have forecasted a slowdown in economoietf during calendar year 2007. Additionally, mgeaent has monitored the
disinflationary trend in residential and commercedl estate prices in recent quarters. Econommditions in the agricultural sector of the
Company’s market area are relatively strong. Regses in agricultural commodity prices will seneeoffset more modest yields this year.
The agricultural economy is accustomed to commatitye fluctuations and is generally able to harsdieh fluctuations without significant
problems. The recent decrease in energy priceddshtao help to improve cash flows of consumersiauignesses alike if the decrease
persists during 2007.

Management believes that, based on aetkt@view of the loan portfolio, historic loanskes, current economic conditions, the size of
the loan portfolio, and other factors, the curiemtl of the allowance for loan losses reflectadaquate allowance against probable losses
from the loan portfolio. Although the Company mains its allowance
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AVERAGE BALANCES, INTEREST RATES AND YIELDS

The following table presents, for the periods iatkal, the total dollar amount of interest inconmarfraverage interest-earning assets and the
resultant yields, as well as the interest expensaverage interest-bearing liabilities, expressatl in dollars and rates. No tax equivalent
adjustments have been made. Non-accruing loansbesreincluded in the table as loans carrying a yiid.

YEAR ENDED SEPTEMBER 30, 2006 2005 2004

(Dollars in Thousands)

Average Interest Average Interest Average Interest
Outstanding Earned Yield Outstanding Earned Yield Outstanding Earned Yield
Balance /Paid /Rate Balance /Paid /Rate Balance /Paid /Rate
INTEREST-EARNING ASSETS
Interes-earning asset:
Loans receivablé!) $ 41524t $ 29,740 716% $ 436,14C $ 29,830 6806 $ 37445 $  24,26( 6.46%
Mortgage-backed securities 179,50( 6,77¢ 3.7™% 265,99¢ 9,64¢ 3.62% 317,48¢ 10,87 3.42%
Other investments 97,22: 4,05¢ 4.17% 48,44¢ 1,61¢ 3.3%% 49,24¢ 1,04¢ 2.1%%
Total interest-earning assets 691,97 $ 40,57¢ 5.86% 750,59 $ 41,09: 5.48% 741,18 $  36,18( 4.85%
Non-interest-earning assets 57,43¢ 35,607 34,47
Total asset $ 749,41 $  786,19¢ $ 775,66
Non-interest bearing deposits $ 150,50¢ $ — 0.0% $ 34,79¢  $ — 0.0% $ 1941¢ $ — 0.0(%
INTEREST-BEARING LIABILITIES
Interest-bearing liabilities:
Interest-bearing checking and money
markets $ 114,20. $ 3,29: 288% $ 112,49¢ % 1,85¢€ 1.65% $ 11281 $ 1,28¢ 1.14%
Savings 48,83¢ 1,402 2.8 57,56¢ 1,321 2.2% 36,23¢ 47¢E 1.31%
Time deposits 232,82: 8,81( 3.7% 285,11! 8,90: 3.12% 304,32. 7,87¢ 2.5¢%
FHLB advance: 126,57: 6,06¢ 4.7%% 209,61¢ 8,29t 3.96% 203,13! 7,54¢ 3.72%
Other borrowings 26,84¢ 1,371 5.11% 38,37 1,47¢ 3.85% 49,28 1,22: 2.4&%
Total interest-bearing liabilities 549,28: 20,94: 3.81% 703,17: 21,85: 3.11% 705,79 18,41 2.61%
Total deposits and inter-bearing liabilities 699,79( $  20,94: 2.9% 737,96 $ 21,85: 2.9€% 725,21« $ 18,41 2.54%
Other non-interest bearing liabilities 6,48¢ 2,887 4,58:
Total liabilities 706,27 740,84" 729,79t
Shareholder equity 43,13¢ 45,351 45,86¢
Total Liabilities and shareholders’ equity $ 749,41( $ 786,19¢ $ 775,66
Net interest income and net interest rate sp
including non-interest bearing deposits $ 19,63¢ 2.81% $  19,24( 2.52% $ 17,76¢ 2.34%
Net interest margi 2.84% 2.5€% 2.4(%

1 . .
W Calculated net of deferred loan fees, loan diseuaans in process and allowance for loan los

for loan losses at a level that it considers tadbequate, investors and others are cautionedhiigg tan be no assurance that future losse
not exceed estimated amounts, or that additiormaligions for loan losses will not be required itufe periods. In addition, the Company’s
determination of the allowance for loan lossesulgexct to review by its regulatory agencies, whieh require the establishment of additional
general or specific allowances.

NON-INTEREST INCOME

Nor-interest income increased by $9,675,000, or 2p8r8ent, to $13,406,000 for the fiscal year 200&nf$3,731,000 from fiscal year 2005.
The majority of this growth is related to highee fiecome earned on prepaid debit cards and otbeupts and services offered by MPS. The
increase also includes $2,570,000 of non-recuféegncome related to a purchased portfolio of ai@pebit cards.

NON-INTEREST EXPENSE



Nor-interest expense increased by $8,528,000, or 446%%27,625,000 for fiscal year 2006 from $19,0009,for fiscal year 2005. Several
factors contributed to this increase. Compensaigense rose $1,822,000 during the year, from $2J080 in fiscal year 2005 to
$13,221,000 in fiscal year 2006. The increase sgmsarily from staff acquisition costs relatedgimwth at MPS and the staffing of two de
novo branch facilities in the Sioux Falls marketeTew branch in Des Moines did not significantiypact non-interest expense for the year,
due to its opening late in the fiscal year.

Costs associated with the processinguaf-celated products at MPS also increased duiseglfyear 2006. Card processing expense
rose $2,648,000 from $338,000 in fiscal year 2@0%2,986,000 in fiscal year 2006 as a result oftgeificant growth in the division’s
product lines. These expenses stem primarily fre@s tharged by third party card and network traimsaprocessors as well as costs
associated with issuing MetaBank branded prepaiit dards. Management expects that these costsaevitinue to rise as MPS issues more
cards; however it is anticipated that overall cogtbrise less than revenues associated with ticasds.

Legal and consulting expense increase2BP2000 in fiscal year 2006, from $796,000 indispear 2005 to $3,026,000 in fiscal year
2006. Several factors contributed to this incre@be. Company incurred expenses related to theratmrdoned auto dealership-related loans
during the course of foreclosing on and liquidating remaining assets of the borrowers. Additigna$ previously mentioned, the Company
has been named in several lawsuits by banks thtitipated with MetaBank in these
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RATE/VOLUME ANALYSIS

The following schedule presents the dollar amotichanges in interest income and interest expemrseéjor components of interest-earning
assets and interest-bearing liabilities. It distishes between the increase related to higheramdisty balances and that due to the levels and
volatility of interest rates. For each categorymérest-earning assets and interest-bearingiligisil information is provided on changes
attributable to (i) changes in volume (i.e. chanigesolume multiplied by old rate) and (ii) changesate (i.e. changes in rate multiplied by
old volume). For purposes of this table, changeibatable to both rate and volume that cannotdggengated have been allocated
proportionately to the change due to volume andtlange due to rate.

YEAR ENDED SEPTEMBER 30, 2006 VS. 2005 2005 VS. 2004

(in Thousands)

Increase Increase Total Increase Increase Total
(Decrease (Decrease Increase (Decrease (Decrease Increase
Due to Volume Due to Rate (Decrease Due to Volume Due to Rate (Decrease
INTEREST -EARNING ASSETS
Loans Receivabl $ (1,467 $ 1,37t $ 88 $ 422 % 1,351 $ 5,571
Mortgage-backed securitie (3,25)) 38: (2,86¢) (1,867 64C (1,227%)
Other investment 1,95¢ 48€ 2,441 27 59¢ 56¢
Total interes-earning assel $ (2,759 $ 224¢ $ (51%) $ 2,32¢ $ 2587 $ 4,91
INTEREST -BEARING LIABILITIES
Interest-bearing checking and money
markets $ 29 $ 1406 $ 1,437 $ 5 $ 57z $ 567
Savings (219 30C 81 48¢ 357 84¢€
Time deposit: (1,799 1,70C (93 (600 1,62¢ 1,02¢
FHLB advance: (3,739 1,51C (2,229 257 48¢ 74€
Other borrowings (514) 407 (107) (420 67% 25E
Total interes-bearing liabilities $ (6,23¢) $ 5328 $ (911 $ (279 $ 3,721 $ 3,44
Net effect on net interest incor $ 3471 $ (3,08)) $ 39 $ 2608 $ (1,139 $ 1,471

lending relationships. The Company has also induesg@enses related to its retention of an outsisksulting firm to complete

implementation work related to section 404 of tlaeb&nes-Oxley Act. At this time, the Company doatsamticipate that expenses associated
with this implementation work will continue at pezd levels over the long term. Finally, the Comphag also chosen to outsource a
significant portion of its internal audit work to @utside consulting firm.

INCOME TAX EXPENSE

Income tax expense for fiscal year 2006 was $1088D,In fiscal year 2005, the Company recordechaarne tax benefit of $685,000 due to
the net loss recorded that year. The increasecomie taxes is primarily the result of the positih@nge in operating results between the
comparable periods.

COMPARISON OF OPERATING RESULTS FOR THE YEARS ENDED SEPTEMBER 30, 2005 AND SEPTEMBER 30, 2004
GENERAL

The Company recorded a net loss of $924,000 foy¢lae ended September 30, 2005, compared to rahmof $3,987,000 for the year
ended September 30, 2004. The decrease in net @pamarily reflects a substantial increase inghmvision for loan losses. In addition,
there was an increase in non-interest expenseegTitezss were partially offset by an increase ininetrest income and a small increase in
non-interest income.

NET INTEREST INCOME

Net interest income for the year ended Septembe2@Ib increased by $1,471,000, or 8.3 percert]1 8240,000 compared to $17,769,(



for the period ended September 30, 2004. The iserganet interest income reflects a $9,404,006ease in the average balance of interest-
earning assets, and an increase in net interegfimatet interest margin increased to 2.56 perfmrthe period ended September 30, 2005
from 2.40 percent for the same period in 2004. ifheease in net interest margin was due primaoilg thange in the composition of the
balance sheet during the year which resulted imifsignt growth in loans receivable and a significeeduction in securities available for s:

Average yields on earning assets rodea® points to 5.48 percent in fiscal year 2005f#.88 percent in fiscal year 2004. The
increase in yields is primarily the result of ineseng yields on the Compamsyadjustable rate loan portfolio and the originatd new loans i
a higher interest rate environment than the presviaar.

The Company’s cost on total depositsiatetest-bearing liabilities rose 42 basis point2.96 percent during fiscal year 2005 from
2.54 percent during fiscal year 2004. The incréas®st reflects primarily the general increasenarket rates on deposits.

PROVISION FOR LOAN LOSSES

The provision for loan losses for the year endguté&erber 30, 2005 was $5,482,000 compared to $489c0Q@he same period in 2004. The
primary reason for the significant increase inghavision for loan losses was the losses on theeafentioned auto-dealership related loans.
Although the Company maintains its allowance fardosses at a level that it considers to be adeguevestors and others are cautioned
there can be no assurance that future lossesatibxteed estimated amounts, or that additionaligiams for loan losses will not be required
in future periods. In addition, the Company’s detieation of the allowance for loan losses is suti@ceview by its regulatory agencies,
which can require the establishment of additiomadegal or specific allowances.
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NON-INTEREST INCOME

Nor-interest income increased by $135,000, or 3.8%3t@31,000 for the year ended September 30, 2005 $3,596,000 for the same
period in 2004. The increase was primarily duertinarease in card fee income of $1,240,000 geeeday MPS, offset by a non-recurring
gain of $1,113,000 on the sale of a branch offizeénd) 2004.

NON-INTEREST EXPENSE

Nor-interest expense increased by $4,266,000, or 28@%49,097,000 for the year ended September@ih fom $14,831,000 for the
same period in 2004. The increase in non-intepgstrese primarily reflects the costs associated thighstart-up of operations for MPS, costs
related to the process of changing corporate natosss associated with the liquidation of reposssssets and foreclosed real estate, a full
year of operations of the second Sioux Falls offigkich opened late in fiscal 2004), the opening tiird office and preparation for openi

a fourth office in Sioux Falls, South Dakota, amditional staffing in the lending departments.

INCOME TAX EXPENSE

Due to the net loss for the year ended Septemhe2(85, the Company recorded a benefit of $685,60@pared to an expense of
$2,059,000 for the year ended September 30, 20 cfiange in income taxes is reflective of the ghan operating result between the
comparable periods.

CRITICAL ACCOUNTING POLICY

The Company’s financial statements are preparedéordance with accounting principles generallyepted in the United States of America.
The financial information contained within thesatetments is, to a significant extent, financiabmation that is based on approximate
measures of the financial effects of transactiobevents that have already occurred. Based aoiitsideration of accounting policies that
involve the most complex and subjective decisiar assessments, management has identified itsamitisal accounting policies to be thc
related to the allowance for loan losses and asgetirment judgments including the recoverabilifygoodwill.

The Compang’estimated allowance for loan losses incorpomteariety of risk considerations, both quantitativiel qualitative, whic
are reviewed as of each reporting date. Quantitdéictors include the Company’s historical lossegdgnce, delinquency and charge-off
trends, collateral values, changes in nonperforruags, and other factors. Quantitative factors alsorporate known information about
individual loans, including borrowers’ sensitivity interest rate movements. Qualitative factortuide the general economic environment in
the Company’s markets, including economic condgitimoughout the Midwest and, in particular, theesof certain industries. Size and
complexity of individual credits in relation to lo&tructure, existing loan policies, and pace offplio growth are other qualitative factors
that are considered in the estimate. Managementrepayt a materially different amount for the pgigh for loan losses in the statement of
operations to change the allowance for loan logsesassessment of the above factors changes.di$¢ussion and analysis should be re:
conjunction with the Company’s financial statemeanrid the accompanying notes presented elsewhezimhas well as the portion of this
Management’s Discussion and Analysis section edtitAsset Quality.” Although management believes|dvels of the allowance as of both
September 30, 2006 and September 30, 2005 wereateen absorb probable losses inherent in thepoatfolio, a decline in local econon
conditions or other factors, could result in in@iag losses. See Notes 1 and 5 in the Notes todidated Financial Statements.

Goodwill represents the excess of actioiscosts over the fair value of the net assegsiiaed in a purchase acquisition. Goodwill is
tested annually for impairment.

ASSET/LIABILITY MANAGEMENT AND MARKET RISK
QUALITATIVE ASPECTS OF MARKET RISK

As stated above, the Company derives its inconmaayiiy from the excess of interest collected oveeriest paid. The rates of interest the
Company earns on assets and pays on liabilitiesrgy are established contractually for a peribtime. Market interest rates change over
time. Accordingly, the Company’s results of operas, like those of most financial institutions, anpacted by changes in interest rates and
the interest rate sensitivity of its assets antilliées. The risk associated with changes in ies¢rates and the Company’s ability to adapt to
these changes is known as interest rate risk athe i€ompany’s only significant “market” risk.

QUANTITATIVE ASPECTS OF MARKET RISK

The Company monitors and measures its exposutgatages in interest rates in order to comply witpliapble government regulations and
risk policies established by the Board of Directarsd in order to preserve shareholder value. Initong interest rate risk, the Compa



analyzes assets and liabilities based on charstitsrincluding size, coupon rate, repricing fragtye maturity date, and likelihood of
prepayment.

If the Company’s assets mature or reprioee rapidly or to a greater extent than its liies, then net portfolio value and net interest
income would tend to increase during periods afgisates and decrease during periods of fallibgrest rates. Conversely, if the Company’s
assets mature or reprice more slowly or to a lessgnt than its liabilities, then net portfoliolwa and net interest income would tend to
decrease during periods of rising interest ratesiacrease during periods of falling interest rates

The Company currently focuses lendingr$ftoward originating and purchasing competith@liced adjustable-rate and fixed-rate
loan products with short to intermediate terms #durity, generally 5 years or less. This theordticalows the Company to maintain a
portfolio of loans that will have relatively littlgensitivity to changes in the level of interesesawhile providing a reasonable spread to the
cost of liabilities used to fund the loans.

The Company’s primary objective for its@stment portfolio is to provide a source of lijty for the Company. In addition, the
investment portfolio may be used in the manageroktite Company’s interest rate risk profile. Thedstment policy generally calls for
funds to be invested among various categoriesafrgg types and maturities based upon the Comgamgéd for liquidity, desire to achiev
proper balance between minimizing risk while maximg yield, the need to provide collateral for lnavings, and to fulfill the Company’s
asset/liability management goals.

The Company’s cost of funds respondshtinges in interest rates due to the relativelytsieom nature of its deposit portfolio, and due
to the relatively short-term nature of its borrowedds. The Company’s growing portfolio of low- mo-cost deposits provides a stable and
profitable funding vehicle, but also subjects tr@mr(any to greater risk in a falling interest ratgieonment than it would otherwise have
without this portfolio. This risk is due to the fabat, while asset yields may decrease in a failinerest rate environment, the Company
cannot significantly reduce interest costs assediatith these deposits; thereby compressing thep@agis net interest margin. As a result of
the Company’s new interest rate risk exposureimrdgard, the Company has elected not to entieramy new longer term wholesale
borrowings, and generally has not emphasized lowger time deposit products.

The Board of Directors and relevant gaweent regulations establish limits on the levehateptable interest rate risk at the Company,
to which management adheres. There can be no assuf@wever, that, in the event of an adversegsaninterest rates, the Company’s
efforts to limit interest rate risk will be succisds

NET PORTFOLIO VALUE

The Company uses a net portfolio value (“NPV”) aygmh to the quantification of interest rate riskisTapproach calculates the difference
between the present value of expected
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cash flows from assets and the present value @fateg cash flows from liabilities, as well as cfistvs from any off balance-sheet contracts.
Management of the Company’s assets and liabiigigerformed within the context of the marketpldmg, also within limits established by
the Board of Directors on the amount of change®VNhat is acceptable given certain interest ranges.

Presented below, as of September 30, 28668005, is an analysis of the Company’s intaedstrisk as measured by changes in NPV
for an instantaneous and sustained parallel shitfie yield curve, in 100 basis point incremenpsand down 200 basis points. As illustrated
in the table below, the Company’s NPV at Septen30e2006 was relatively balanced. Growth in the @any’s portfolio of non-interest
bearing deposits during fiscal year 2006 has douiieid to a balance sheet that is more asset sensid. exhibits more favorable changes in a
rising rate environment, as of September 30, 2008) was the case at September 30, 2005.

Certain shortcomings are inherent inrttethod of analysis presented in the table. For pl@malthough certain assets and liabilities
may have similar maturities or periods to repricithggy may react in different degrees to chang@sarket interest rates. Also, the interest
rates on certain types of assets and liabilitieg fln@tuate in advance of changes in market intewss, while interest rates on other types
may lag behind changes in market rates. Additignakrtain assets such as adjustable rate mortgage have features that restrict changes
in interest rates on a short term basis and owlifthof the asset. Furthermore, although manageéimes estimated changes in the levels of
prepayments and early withdrawal in these raterenmients, such levels would likely deviate fromsi@ssumed in calculating the table.
Finally, the ability of some borrowers to servibeit debt may decrease in the event of an inteaéstincrease.

In addition to the NPV approach, the Campalso reviews gap reports, which measure tlierdifces in assets and liabilities repricing
in given time periods, and net income simulatianagsess its interest rate risk profile. Managemeangws its interest rate risk profile on a
quarterly basis.

ASSET QUALITY

It is management’s belief, based on informationilatsée at fiscal year end, that the Company’s aquiresset quality is satisfactory. At
September 30, 2006, non performing assets, camgisfinon-accruing loans, accruing loans delinqg@éndays or more, restructured loans,
foreclosed real estate, and repossessed consuopary; totaled $4.15 million, or 0.56% of totatets, compared to $5.39 million, or 0.69%
of total assets, at September 30, 2005.

Non-accruing loans at September 30, 2006de, among others, a commercial loan in thewarhof $3.64 million secured by
commercial paving equipment and related properyeélosed real estate and repossessed assetsanBep30, 2006 totaled $49,500 rel:
to commercial and residential real estate.

The Company maintains an allowance fanltwsses because of the potential that some foagshot be repaid in full. See Note 1 in
Notes to Consolidated Financial Statements. At&8aper 30, 2006, the Company had an allowance &or llosses in the amount of $5
million as compared to $7.22 million at Septemb@&rZ)05. Managemeistperiodic review of the adequacy of the allowafiocdoan losses i
based on various subjective and objective factarsiding the Company’s past loss experience, knamehinherent risks in the portfolio,
adverse situations that may affect the borrowdsikta to repay, the estimated value of any undedycollateral, and current economic
conditions. While management may allocate portmfrthe allowance for specifically identified probidoan situations, the majority of the
allowance is based on judgmental factors relatédemverall loan portfolio and is available foydoan charge-offs that may occur. In
addition, the Company’s banks are subject to irtengview by banking regulatory bodies, which h#we authority to require management
to make changes to the allowance for loan losses.

In determining the allowance for loanses, the Company specifically identifies loans thebnsiders to have potential collectibility
problems. Based on criteria established by Stateofdfinancial Accounting Standards (SFAS) No. 1sene of these loans are considere
be “impaired” while others are not considered tdarbpaired, but possess weaknesses that the Contygdinyes merit additional analysis in
establishing the allowance for loan losses. Aleotleans are evaluated by applying estimated ktgssrto various pools of loans. The
Company then analyzes other factors (such as edoreamditions) in determining the aggregate amaidnhe allowance needed.

At September 30, 2006, $839,000 of thenaince for loan losses was allocated to impaioath$, representing 20.5 percent of the
related loan balances. See Note 5 in the Notestsdlidated Financial Statements. $2.03 milliothef allowance was allocated to other
identified problem loan situations, representir@@ercent of the related loan balances, and $3illidmrepresenting 0.85 percent of the
related loan balances, was allocated to the rentaimverall loan portfolio based on historical lesperience and general economic
conditions. At September 30, 2005, $251,000 ofallemvance for loan losses was allocated to impdwads, representing 37.1 percent of the
related loan balances. $2.45 million was allocétesther identified problem loan situations, andb®4million was allocated against losses
from the overall loan portfolio based on historitals experience and general economic conditions.

LIQUIDITY AND CAPITAL RESOURCES



The Company’s primary sources of funds are depdsitsowings, principal and interest payments @nkand mortgage backed securities,
and maturing investment securities. While schedldad repayments and maturing investments aravelatpredictable, deposit flows and
early loan repayments are influenced by the lef/@iterest rates, general economic conditions,@rdpetition.

The Company relies on advertising, gualitstomer service, convenient locations, and cditheepricing to attract and retain its
deposits and only solicits these deposits frorprithary market area. Based on its experience, tirapany believes that its consumer
checking, savings, and money market accounts fatvedy stable sources of

Change in Interest Rate Board Limit At September 30, 200 At September 30, 200
(Basis Points) % Change $ Change % Change $ Change % Change

Dollars In Thousands

+20C bp (40)% $ 54¢ 1% $ (1,909 (3)%
+10C bp (25) 562 1 (411) (1)

0 — — — — —
-10Cbp (25) (907) 1) 2,779 (5)
-20C bp (40) (4,139 (6) (9,189 (16)
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deposits. The Company’s ability to attract andiretine deposits has been, and will continue toalffected by market conditions. However,
the Company does not foresee any significant fundisues resulting from the sensitivity of time dgifs to such market factors.

The Company is aware that, due to hidgaexls of concentration risk, the low- and no-adstcking deposits generated through MPS
may carry a greater degree of liquidity risk theaditional consumer checking deposits. As a rethdt Company closely monitors balances in
these accounts, and maintains a portfolio of hidjhlyid assets to fund potential deposit outflows.date, the Company has not experienced
any inordinate or unusual outflows related to M#®ugh no assurance can be given that this willicoa to be the case.

MetaBank and MetaBank WC are requireddnplation to maintain sufficient liquidity to aseuheir safe and sound operation. In the
opinion of management, both MetaBank and MetaBaiikahé in compliance with this requirement.

Liquidity management is both a daily dolg term function of the Company’s managementega The Company adjusts its
investments in liquid assets based upon managesnasgessment of (i) expected loan demand, (iipitbiected availability of purchased loan
products, (iii) expected deposit flows, (iv) yielgigailable on interest bearing deposits, and (@)atbiectives of its asset/liability management
program. Excess liquidity is generally investedhiterest earning overnight deposits and other gkar government agency obligations. If
the Company requires funds beyond its ability toegate them internally, it has additional borrowaagacity with the FHLB and other
wholesale funding sources. The Company is not asfaay significant trends in the Company’s liqtydor its ability to borrow additional
funds if needed.

The primary investing activities of ther@pany are the origination and purchase of loadsla purchase of securities. During the
years ended September 30, 2006, 2005 and 200€gtm@any originated loans totaling $357.2 millioB88.5 million, and $295.5 millior
respectively. Purchases of loans totaled $68.3amjIB9.7 million, and $39.5 million during the yea&nded September 30, 2006, 2005 and
2004, respectively. During the years ended SepteBhe2006, 2005 and 2004, the Company purchasetage-backed securities and other
securities available for sale in the amount of $208, $17.6 million, and $46.2 million, respectixeglSee Note 4 of Notes to Consolidated
Financial Statements.)

At September 30, 2006, the Company hddnged loan commitments of $52.9 million. See Nifidn the Notes to Consolidated
Financial Statements. Certificates of deposit soleetito mature in one year or less from Septem@e2@06 totaled $152.0 million. Based on
its historical experience, management believesalsignificant portion of such deposits will remaiith the Company, however, there can be
no assurance that the Company can retain all sgigbsits. Management believes that loan repaymehoter sources of funds will be
adequate to meet the Company’s foreseeable shibtbag-term liquidity needs.

The following table summarizes the Comypasignificant contractual obligations at Septemb@, 2006 (in thousands):

Contractual Obligations Total Less than 1 year 1to 3 years 3to 5 years More than 5 years
Time deposit: $ 216,21 $ 151,99%¢ $ 49917 $ 14,28¢ $ 19
Long-term debt 114,74« 40,44+ 37,00( 30,00( 7,30C
Operating lease 2,18¢ 301 604 48€ 797
Subordinated debentures Issued to capital

trust 9,831 — — — 9,831
Data processing servic 1,00¢ 354 654 — —

Total $ 34398¢ $ 193,09¢ $ 88,17f $ 44,77 $ 17,94]

During July 2001, the Company’s uncordsatied trust subsidiary, First Midwest Financial i&dprust I, sold $10 million in floating
rate cumulative preferred securities. Proceeds fiensale were used to purchase subordinated debemf Meta Financial Group, which
mature in the year 2031, and are redeemable dirapyafter five years. The Company used the pracémdgeneral corporate purposes. See
Note 11 in the Notes to Consolidated Financialestents

The Company and its banking subsidiafiéstaBank and MetaBank WC, meet regulatory requirasifor classification as well
capitalized institutions. See Note 15 in the Nate€onsolidated Financial Statements. The Compaeyg dot anticipate any significant
changes to its capital structure.

On August 23, 2004, the Company annouttitaicthe Board of Directors had authorized the gamy’'s ESOP to purchase up to 40,000
shares of the Company’s stock through open mariépavately negotiated transactions. The ESOFkgtocchase was completed on April
18, 2005 at a total cost of $897,000. At Septer80e2006, the ESOP held 22,312 unallocated shatesh will be used to fund future
contributions to qualified employee



On April 26, 2005, the Company announited the Board of Directors had authorized the refpase, at managemesntliscretion, of u
to 100,000 shares of the Company’s stock througim aparket and privately negotiated transactiongs fdpurchase authorization expired on
April 30, 2006, with no shares having been repuseldaunder this authorization. Given the impacttaraholders’ equity of the
aforementioned provision for loan loss incurredimyfiscal year 2005, management determined thaad not in the best interests of
shareholders to proceed with share repurchasesgdiine authorized period.

The payment of dividends and repurchdshares has the effect of reducing stockholdegsity. Prior to authorizing such transactic
the Board of Directors considers the effect thédgimd or repurchase of shares would have on liuéatid regulatory capital ratios.

IMPACT OF INFLATION AND CHANGING PRICES

The Consolidated Financial Statements and Notesttheresented herein have been prepared in acu@aeth generally accepted
accounting principles, which require the measurdrog&financial position and operating results imis of historical dollars without
considering the change in the relative purchasowegr of money over time due to inflation. The prignanpact of inflation is reflected in the
increased cost of the Company’s operations. Umlikst industrial companies, virtually all the assatd liabilities of the Company are
monetary in nature. As a result, interest rateeggly have a more significant impact on a finahiriatitution’s performance than do the
effects of general levels of inflation. Interediesado not necessarily move in the same directiotg the same extent, as the prices of goods
and services.
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IMPACT OF NEW ACCOUNTING STANDARDS

In February 2006, the Financial Accounting Stangd@dard (“FASB”) issued SFAS No. 155, “Accountiry Certain Hybrid Financial
Instruments,” which permits, but does not requé, value accounting for any hybrid financial inshent that contains an embedded
derivative that would otherwise require bifurcatioraccordance with SFAS No. 133, “Accounting farative Instruments and Hedging
Activities.” The statement also subjects benefigitdrests in securitized financial assets to #ugiirements of SFAS No. 133. For the
Company, this statement is effective for all fin@hastruments acquired, issued, or subject toe@surement after the beginning of its fiscal
year that begins after September 15, 2006, witleeadoption permitted. The Company does not eixihext the adoption of this Statem:

will have a material impact on its financial positj results of operation and cash flows.

In March 2006, the FASB issued SFAS Ni6,T'Accounting for Servicing of Financial Assess, amendment of FASB Statement No.
140.” The statement amends SFAS No. 140 by (1)ireguhe separate accounting for servicing assetsservicing liabilities, which arise
from the sale of financial assets; (2) requiririgsaparately recognized serving assets and segMieihilities to be initially measured at fair
value, if practicable; and (3) permitting an entitychoose between an amortization method or asédire method for subsequent measure
for each class of separately recognized servichsgta and servicing liabilities. This statememfisctive for fiscal years beginning after
September 15, 2006, with earlier adoption permifiéee Company does not expect that the adoptidhi®Statement will have a material
impact on its financial position, results of opaatand cash flows.

In June 2006, the FASB issued FASB Inttgiion No. 48 (“FIN 48”), “Accounting for Unceitdy in Income Taxes.” This
interpretation applies to all tax positions accedrfor in accordance with SFAS No. 109, “Accountiogincome Taxes.FIN 48 clarifies the
application of SFAS No. 109 by defining the crigetiat an individual tax position must meet in orie the position to be recognized within
the financial statements and provides guidance emsorement, de-recognition, classification, intesies penalties, accounting in interim
periods, disclosure and transition for tax posgiophis interpretation is effective for fiscal ygdreginning after December 15, 2006, with
earlier adoption permitted. The Company is curyeetaluating the impact that the adoption of thigiipretation will have on its financial
position, results of operation and cash flows.

In September 2006, the FASB issued SFAS1INS7, “Fair Value Measurements.” This Statemedfings fair value, establishes a
framework for measuring fair value, and expandsldgires about fair value measurements. It clarifiat fair value is the price that would
be received to sell an asset or paid to transfiabdity in an orderly transaction between margatticipants in the market in which the
reporting entity transacts. This Statement doesetptire any new fair value measurements, but raitherovides enhanced guidance to other
pronouncements that require or permit assets loifitias to be measured at fair value. This Stateneeffective for fiscal years beginning
after November 15, 2007, with earlier adoption gad. The Company does not expect that the adojgtidhis Statement will have a
material impact on its financial position, resufoperation and cash flows.

In September 2006, the FASB issued Staeio. 158, (“SFAS No. 158"), “Employers’ Accoumgi for Defined Benefit Pension and
Other Postretirement Plans—an amendment of FAS®18tnts No. 87, 88, 106 and 132(R).” SFAS No. Eafiires a company that
sponsors a postretirement benefit plan to fullypgize, as an asset or liability, the over- or urfdaded status of its benefit plan in its
balance sheet. The funded status is measured d#fdrence between the fair value of the plan'sess and its benefit obligation (projected
benefit obligation for pension plans and accumulgtestretirement benefit obligation for other pestement benefit plans). Currently, the
funded status of such plans are reported in thesrtotthe financial statements. This provisiorffisotive for public companies for fiscal years
ending after December 15, 2006. In addition, SFAS %8 also requires a company to measure itsgasets and benefit obligations as of its
year end balance sheet date. Currently, a compgmgrimitted to choose a measurement date up t® thoaths prior to its year end
measure the plan assets and obligations. Thisgoovis effective for all companies for fiscal ye@nding after December 15, 2008. The
Company does not expect that the adoption of ttateSent will have a material impact on its finahgiosition, results of operation and cash
flows.

FORWARD LOOKING STATEMENTS

The Company, and its wholly-owned subsidiaries,dBeink, MetaBank WC, and Meta Trust, may from timérhe make written or oral
“forward-looking statements,” including statemeotsitained in its filings with the Securities andcBange Commission, in its reports to
shareholders, and in other communications by thagamy, which are made in good faith by the Compgamguant to the “safe harbor”
provisions of the Private Securities Litigation Bref Act of 1995.

These forward-looking statements inclatdgéements with respect to the Company’s beliefseeations, estimates, and intentions that
are subject to significant risks and uncertaint@a® are subject to change based on various fastrge of which are beyond the Company’s
control. Such statements address the followingesit®j future operating results; customer growthratehtion; loan and other product
demand; net interest income; earnings growth apéceations; new products and services, such as tifeered by MPS or MetaBank; credit
quality and adequacy of reserves; technology; am&mployees. The following factors, among otheesild cause the Company’s financial
performance to differ materially from the expeaias, estimates, and intentions expressed in sualafd-looking statements: the strength of
the United States economy in general and the dtresfghe local economies in which the Company cmtsl operations; the effects of, ¢



changes in, trade, monetary, and fiscal policieslaws, including interest rate policies of the &ed Reserve Board; inflation, interest rate,
market, and monetary fluctuations; the timely depeient of and acceptance of new products and ssreifered by the Company as well as
risks (including litigation) attendant thereto ahd perceived overall value of these products amdces by users; the impact of changes in
financial services’ laws and regulations; techn@abchanges; acquisitions; changes in consumerdsipg and saving habits; and the success
of the Company at managing and collecting asset®wbwers in default and managing the risks (iditig litigation) involved in the

foregoing.

The foregoing list of factors is not exgive. Additional discussion of factors affectihg tCompany’s business and prospects is
contained in the Company’s periodic filings witle tSBEC. The Company does not undertake, and expiisslaims any intent or obligation,
to update any forward-looking statement, whethétter or oral, that may be made from time to tigeob on behalf of the Company.
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TO THE BOARD OF DIRECTORS
META FINANCIAL GROUP, INC. AND SUBSIDIARIES
STORM LAKE, IOWA

We have audited the accompanying consolidatedrséatts of
financial condition of Meta Financial Group, InedaSubsidiaries ¢
of September 30, 2006 and 2005, and the relatesbtidated
statements of operations, comprehensive incoms)(loBanges in
shareholders’ equity and cash flows for each otlthee years in the
period ended September 30, 2006. These finaneidraents are the k
responsibility of the Company’s management. Oupaesibility is

to express an opinion on these financial statermzagsed on our
audits. I

We conducted our audits in accordance withsthadards of the
Public Company Accounting Oversight Board (Unitedt&s). Thos
standards require that we plan and perform thet amidibtain
reasonable assurance about whether the finanatahsénts are free
of material misstatement. An audit includes exangnon a test
basis, evidence supporting the amounts and diselesn the
financial statements. An audit also includes assgske accounting
principles used and significant estimates made Agagement, as
well as evaluating the overall financial statemamisentation. We
believe that our audits provide a reasonable Basisur opinion.

In our opinion, the consolidated financial staents referred to
above present fairly, in all material respects,fthancial position of
- Meta Financial Group, Inc. and Subsidiaries asegft&mber 30,

- 2006 and 2005, and the results of their operatimmstheir cash
flows for each of the three years in the periodeegh8eptember 30,
20086, in conformity with U.S. generally accepted@mmting
principles.

Bl e

Des Moines, lowa
November 22, 200
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Meta Financial Group, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

SEPTEMBER 30, 2006 AND 2005

200¢€

200¢

ASSETS
Cash and due from ban 7,404,81. 5,390,45!
Interes-bearing deposits in other financial institutic 101,947,81 8,979,29!
Total cash and cash equivalents 109,352,62 14,369,75.
Securities purchased under agreements to | 5,891,02! 37,513,34
Securities available for sa 186,176,13 230,892,56
Loans receivable—net of allowance for loan losgekbP67,774 at September 30, 2006 anc
$7,222,404 at September 30, 2( 388,761,91 440,190,24
Loans held for sal 507,60( 306,00(
Federal Home Loan and Federal Reserve Bank stbchkst 5,768,30! 8,286,801
Accrued interest receivab 4,378,81 4,240,69:
Premises and equipment, | 17,623,06 15,126,06
Foreclosed real estate and repossessed 49,50( 4,706,41
Bank owned life insuranc 12,952,83 12,332,33
Goodwill 3,403,01! 3,403,01!
Other asset 6,267,21! 4,472,01
Total assets 741,132,03 775,839,26
LIABILITIES AND SHAREHOLDERS' EQUITY
LIABILITIES
Nor-interes-bearing checkin 189,506,06 102,435,42
Interes-bearing checkini 26,828,15 33,481,27
Savings deposil 29,868,96 62,370,48
Money market deposi 103,290,54 74,632,30
Time certificates of depos 216,216,84 268,122,09
Total deposits 565,710,57 541,041,57
Advances from Federal Home Loan Bz 99,565,00 159,705,00
Securities sold under agreements to repurc 15,179,33 20,507,05
Subordinated debentur 9,831,25! 9,800,32
Accrued interest payab 971,91° 941,93!
Accrued expenses and other liabilit 4,542,28. 884,68t
Total liabilities 695,800,36 732,880,57
COMMITMENTS AND CONTINGENCIES (NOTE 15)
SHAREHOLDERS' EQUITY
Preferred stock, 800,000 shares authorized, n@stissued or outstandil — —
Common stock, $.01 par value; 5,200,000 share®ané, 2,957,999 shares issued, 2,534,367
and 2,503,655 shares outstanding at Septembef@6,dhd September 30, 2005, respecti 29,58( 29,58(
Additional paic-in capital 20,968,49 20,646,51
Retained earnin—substantially restricte 37,186,24 34,557,25
Accumulated other comprehensive (lc (4,547,719 (3,180,60)
Unearned Employee Stock Ownership Plan st (509,20) (825,05)
Treasury stock, 423,632 and 454,344 common shafresst, at September 30, 2006 and
September 30, 2005, respectiv (7,795,73) (8,268,99)
Total shareholders equity 45,331,66 42,958,69
Total liabilities and shareholders’ equity $ 741,132,03 $ 775,839,26




See Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF OPERATIONS

YEARS ENDED SEPTEMBER 30, 2006, 2005 AND 2004

200¢€

200¢

2004

Interest and dividend incom

Loans receivable, including fe 29,742,99 29,831,92 24,259,72
Mortgage backed securiti 6,776,53! 9,644,20: 11,698,93
Other investment 4,058,44. 1,617,18. 221,59¢
40,577,97 41,093,30 36,180,25
Interest expenst
Deposits 13,505,39 12,080,04 9,639,44
FHLB advances and other borrowir 7,436,54. 9,773,74 8,771,74
20,941,93 21,853,79 18,411,18
Net interest income 19,636,04 19,239,51 17,769,07
Provision for loan losse (454,50() 5,482,001 488,50(
Net interest income after provision for loan losse 20,090,54 13,757,51 17,280,57
Nor-interest income
Deposit Fee 1,004,201 1,330,75! 1,275,45.
Loan Fee: 457,14 291,88: 272,96¢
Gain on sales of loans, r 62,90¢ 47,71¢ 56,40
(Loss) on sales of foreclosed real estate (1,93¢) — (8,752)
(Loss) on sales of securities available for sad¢ — (19,339 —
Gain on sale of branch offic — — 1,113,23
Card fees 10,499,49 1,240,20: 65C
Bank owned life insurance incor 620,50( 484,91¢ 546,03(
Other income 763,55¢ 354,47 339,78t
Total non-interest income 13,405,85 3,730,60 3,595,76!
Nor-interest expenst
Compensation and benef 13,221,12 11,398,88 9,473,68
Occupancy and equipment expe 3,133,45! 2,555,57. 1,123,68
Marketing 735,46« 828,80: 437,46:
Data processing expen 714,68 660,07( 400,54
Card processing expen 2,986,03 337,54¢ 24,40°
Legal and consulting expen 3,026,05: 795,58t 128,11¢
Other expens 3,808,80:! 2,520,59I 3,242,69!
Total non-interest expense 27,625,62 19,097,05 14,830,59
Net income (loss) before income tax expense (beme 5,870,77. (1,608,93)) 6,045,74
Income tax expense (benel 1,949,811 (684,685 2,058,69!
Net income (loss 3,920,96: (924,25) 3,987,05!
Earnings (loss) per common she
Basic 1.5¢ (0.3¢) 1.61
Diluted 1.5t (0.3¢) 1.57



Dividends declared per common she $ 052 $ 0.52 0.52
See Notes to Consolidated Financial Statements.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LO SS)
YEARS ENDED SEPTEMBER 30, 2006, 2005 AND 2004
200€ 2008 2002
Net income (loss $ 392096 $ (924,25)) 3,987,05!
Other comprehensive (los:
Net change in net unrealized (loss) on securiti@dlable for sale (2,186,11,) (3,090,09,) 2,848,26:
Deferred income tax bene (819,007 (1,149,82) 1,059,84i
Total other comprehensive (los (1,367,11) (1,940,269 1,788,42
Total comprehensive income (los $ 2,553,850 $ (2,864,52) 5,775,47.

See Notes to Consolidated Financial Statements.
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Meta Financial Group, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

YEARS ENDED SEPTEMBER 30, 2006, 2005 AND 2004

Unearnec
Accumulated Employee
Additional Other Stock Total
Common Paid-in Retainec Comprehensive Ownership Treasury Sharehholders’
Stock Capital Earnings Income (Loss Plan Share: Stock Equity
Balance, September 30, 2003 $ 2958 $ 2053887 $ 34,057,74 $ (3,028,76) $ (401,67¢) $ (8,164,96) $ 43,030,79

Cash dividends declared on common stock

($.52 per share — — (1,286,53) — — — (1,286,53)
Puchase of 39,470 common shares of trea

stock — — — — — (906,65() (906,65()
Issuance of 36,546 common shares from

treasury stock due to exercise of stock

options — 68,057 — — — 514,50( 582,55’
Purchase of 10,000 common shares for E< — — — — (212,400 — (212,400
13,000 common shares committed to be

released under the ESOP — 71,70¢ — — 219,31( — 291,01¢
Net change in net unrealized losses on

securities available for sale, net of incon

taxes — — — 1,788,42. — — 1,788,42.
Net income for year ended September 30,

2004 — — 3,987,05! — — — 3,987,05(
Balance, September 30, 2004 $ 2958 $ 2067864 $ 36,75825 $ (1,240,33) $ (394,76¢) $ (8,557,11) $ 47,274,26
Balance, September 30, 20 $ 2958 $ 2067864 $ 36,758,225 $ (1,240,33) $ (394,76¢) $ (8,557,11) $ 47,274,26

Cash dividends declared on common stock

($.52 per share) — — (1,276,74) — — — (1,276,74)
Puchase of 1,000 common shares of treasury

stock — — — — — (25,65%) (25,65%)
Issuance of 13,630 common shares from

treasury stock due to exercise of stock

options — (83,357 — — — 313,77: 230,41
Purchase of 30,000 common shares for ESOP — — — — (684,13)) — (684,13))
14,000 common shares committed to be

released under the ESOP — 51,22¢ — — 253,84 — 305,06¢
Net change in net unrealized losses on

securities available for sale, net of income

taxes — — — (1,940,269 — — (1,940,26)
Net (loss) for year ended September 30, 2( — — (924,25)) — — — (924,25))

Balance, September 30, 20 $ 2958 $ 2064651 $ 34,557,25 $ (3,180,60) $ (825,05 $ (8,268,99) $ 42,958,69
Balance, September 30, 2005 $ 2958 $ 2064651 $ 34,557,25 $ (3,180,60) $ (825,05 $ (8,268,99) $ 42,958,69

Cash dividends declared on common stock

($.52 per share) — — (1,291,97) — — — (1,291,97)
Issuance of 18,712 common shares from

treasury stock due to exercise of stock

options — (155,86%) — — — 429,15( 273,28!
Issuance of 3,667 common shares from

treasury stock due to issuance of nonvested

shares — (44,119 — — — 44,11+ —
Stock compensation — 481,11 — — — — 481,11°
14,500 common shares committed to be

released under the ES( — 40,84. — — 315,85¢ — 356,69’
Net change in net unrealized losses on

securities available for sale, net of incon

taxes — — — (1,367,11) — — (1,367,11)
Net income for year ended September 30,

2006 — — 3,920,96: — — — 3,920,96:
Balance, September 30, 20 $ 2958 $ 2096849 $ 37,18624 $ (4,547,71) $ (509,20) $ (7,795,73) $ 45,331,66
See Notes to Consolidated Financial Statements.
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Meta Financial Group, Inc. and Subsidiaries
CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED SEPTEMBER 30, 2006, 2005 AND 2004

200¢

200¢

2004

CASH FLOWS FROM OPERATING ACTIVITIES

Net income (loss $ 3,920,96. (924,25) $ 3,987,05!
Adjustments to reconcile net income to net casifoperating activities
Effect of contribution to employee stock ownerspian 356,69° 305,06¢ 291,01¢
Depreciation, amortization and accretion, 3,204,00! 3,276,52 4,365,29
Provision for loan losse (454,500 5,482,001 488,50(
Loss on the sale of securities available for gad¢ — 19,33¢ —
Stock compensatia 481,11 — —
Net change in loans held for si 264,50¢ 11,71¢ 912,71
(Gain) on sale of branch offic — — (1,113,23))
(Gain) loss on sales of foreclosed real estate 1,93¢ — 8,752
(Gain) on sales of loans, r (62,909 (47,719 (56,404
Net change in accrued interest receiv (138,120 (391,479 77,34
Net change in other assi (2,241,21) (1,268,38) (864,59
Net change in accrued interest pay: 29,98: 468,50¢ (33,439
Net change in accrued expenses and other liabi 3,657,59! (1,259,561 710,75¢
Net cash provided by operating activities 9,020,05! 5,671,75! 8,773,76!
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of securities available for ¢ (108,529 (17,628,37) (46,204,35)
Proceeds from sales of securities available fa — 25,842,711 —
Net change in securities purchased under agreexmessell 31,622,32 (37,513,34) —
Proceeds from maturities and principal repaymehsecourities available
for sale 41,723,24. 78,086,04 89,167,76
Loans purchase 68,294,22 (39,697,27) (39,542,10)
Net change in loans receival (17,067,49) (6,708,44) (16,106,77)
Proceeds from sales of foreclosed real e: 4,656,91. 22,02¢ 1,158,93!
Cash transferred to buyer on sale of bre — — (14,154,35)
Net change in FHLB / FRB sto« 2,518,501 2,891,701 (122,400
Purchase of premises and equipn (3,772,85i) (4,434,53) (1,364,92)
Net cash provided by (used in) investing activitie 127,866,34 860,50 (27,168,22)
CASH FLOWS FROM FINANCING ACTIVITIES
Net change in checking, savings, and money masabsits 76,574,24 75,877,80 66,137,25
Net change in time depos (51,905,24) 3,366,56. (24,052,97)
Net repayments of advances from Federal Home L@ark (60,140,00) (66,545,00) 2,465,601
Net change in securities sold under agreemengptarchas: (5,327,71) (12,042,32) (25,152,65)
Cash dividends pai (1,291,97) (1,276,749 (1,286,53)
Purchase of shares by ES! — (684,13)) (212,400
Proceeds from exercise of stock optir 187,15¢ 230,41 582,55
Purchase of treasury sto — (25,65%) (906,65()
Net cash provided by (used in) financing activitie (41,903,53) (1,099,079 17,574,21
Net change in cash and equivalen 94,982,86 5,433,18! (820,246
Cash and cash equivalents at beginning of pe 14,369,75 8,936,56! 9,756,81!
Cash and cash equivalents at end of pe $ 109,352,62 14,369,75  $ 8,936,56!

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the period fc



Interest $ 20,911,95 $ 21,385,28 $ 18,444,622
Income taxe: 1,689,333 605,91 2,213,422

SUPPLEMENTAL SCHEDULE OF NON-CASH INVESTING AND
FINANCING ACTIVITIES:
Loans transferred to foreclosed real es $ 49,50( $ 4,728,44. $ 58,34¢

Sale of Brancl
Assets disposet

Loans — — (730,709
Accrued interest receivab — — (5,51¢)
Premises and equipme — — (110,819

Liabilities assumed by buye
Noninterest-bearing demand, savings, NOW and mamaket demanc

deposits — — 6,349,271

Time deposit: — — 9,753,48
Advances from borrowers for taxes and insure — — 5,74¢
Other Liabilities — — 6,12¢
(Gain) on sale of office property, r — — (1,113,23)
Cash paic — — 14,154,35

See Notes to Consolidated Financial Statements.
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Meta Financial Group, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include to®ants of Meta Financial Group, Inc. (the “Compamybank holding company located in
Storm Lake, lowa, and its wholly owned subsidiavidsch include MetaBank (the “Bank”), a federallyastered savings bank whose primary
regulator is the Office of Thrift Supervision, MBEnk West Central (MBWC), a state chartered comiakbank whose primary regulator is
the Federal Reserve, (together the “Banks”), Beswices Financial Limited and Brookings Servicepgooation, which offer noninsured
investment products, Meta Trust Company, whichreffarious trust services. The Company also ow084L6f First Midwest Financial
Capital Trust | (the Trust), which was formed irtyJ2001 for the purpose of issuing trust prefersedurities. The Company presents the
activity in the Trust under FASB Interpretation @evised), Consolidation of Variable Interest Besif which requires the Company to use
the equity method of accounting for this investmétitsignificant inter-company balances and tratigens have been eliminated.

NATURE OF BUSINESS AND INDUSTRY SEGMENT INFORMATION

The primary source of income for the Company isnest from the purchase or origination of consum@mmercial, agricultural, commercial
real estate, and residential real estate loansCbinepany accepts deposits from customers in thmalarourse of business primarily in
northwest and central lowa and eastern South Dakbt Company operates primarily in the bankingistdy, which accounts for the
majority of its revenues, operating income andtasséth the remaining operations consisting ofrpagt processing services. The Company
uses the “management approach” for reporting in&tion about segments in annual and interim findrstédements. The management
approach is based on the way the chief operatinigida-maker organizes segments within a companynftking operating decisions and
assessing performance. Reportable segments armd ageoducts and services, geography, legal streicinanagement structure and any
other manner in which management disaggregatespanny. Based on the management approach mod&otin@any has determined thai
business is comprised of two reporting segments.

Assets held in trust or fiduciary capaeite not assets of the Company and, accordingdynet included in the accompanying
consolidated financial statements.

USE OF ESTIMATES IN PREPARING FINANCIAL STATEMENTS

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdassdts, liabilities and disclosure of contingessiets and liabilities at the date of the
financial statements and the reported amountsvefmge and expenses during the reporting periodidhcesults could differ from those
estimates. Certain significant estimates inclu@eatffowance for loan losses and the fair valueseotirities and other financial instruments.
These estimates are reviewed by management regliaivever, they are particularly susceptible tm#icant changes in the future.

CASH AND CASH EQUIVALENTS

For purposes of reporting cash flows, cash and egslvalents is defined to include the Company&haoan hand and due from financial
institutions and short-term interest-bearing degsdai other financial institutions. The Companya#p net cash flows for customer loan
transactions, securities purchased under agreamessell, deposit transactions, securities solituagreements to repurchase and FHLB
advances with terms less than 90 days. The Bamlqisred to maintain reserve balances in cash aleposit with the Federal Reserve Bank,
based on a percentage of deposits. The total sttheserve balances was approximately $5.95 mairmh$3.56 million at September 30,
2006 and 2005, respectively. The Company at timaistains balances in excess of insured limits abua financial institutions including tl
Federal Home Loan Bank of Des Moines, the FedezabR/e Bank, and other private institutions. Att8eyber 30, 2006 the Company had
$79.8 million of interest bearing deposits heldhat Federal Home Loan Bank of Des Moines. The Cayppaes not believe these deposits
carry a significant risk of loss, but cannot prevessurances that no losses could occur if thesiuiions were to become insolent.

SECURITIES PURCHASED UNDER AGREEMENT TO RESELL
Securities purchased under agreement to reselrggnmature or reprice within one week and areiedrat cost.
SECURITIES

The Company classifies all securities as availfdisale. Available for sale securities are théee@ompany may decide to sell if needed for
liquidity, asset-liability management or other i@as Available for sale securities are reportefdiatvalue, with net unrealized gains and
losses reported as other comprehensive incomessia® a separate component of sharehd equity, net of tax



Gains and losses on the sale of secsidtie determined using the specific identificativethod based on amortized cost and are
reflected in results of operations at the timeadé sinterest and dividend income, adjusted by éimation of purchase premium or discount
over the estimated life of the security using #aeel yield method, is included in income as earned.

Declines in the fair value of individusdcurities below their amortized cost that are d=kta be other-than-temporary are reflected in
earnings as realized losses. In estimating other-tamporary impairment losses, management cossfiiethe length of time and the extent
to which the fair value has been less than coyth@financial condition and near-term prospetthe issuer and (3) the intent and ability of
the Company to retain its investment in the is$oea period of time sufficient to allow for anytampated recovery in fair value.

LOANS HELD FOR SALE

Mortgage loans originated and intended for sakhénsecondary market are carried at the lower sif @oestimated market value in the
aggregate. Net unrealized losses are recognizadatuation allowance by charges to income. Astasgecifically acquired for resale, the
origination of, disposition of and gain/loss ongbdoans are classified as operating activitighérstatement of cash flows.

LOANS RECEIVABLE

Loans receivable that management has the intenalitity to hold for the foreseeable future or Untaturity or pay-off are reported at their
outstanding principal balances reduced by the @fm& for loan losses and any deferred fees or onstsiginated loans.

Premiums or discounts on purchased lasmsmortized to income using the level yield métbeer the remaining period to contract
maturity, adjusted for anticipated prepayments.

Interest income on loans is accrued tivetterm of the loans based upon the amount otipahoutstanding except when serious doubt
exists as to the collectibility of a loan, in whichse the accrual of interest is discontinuedréstancome is subsequently recognized only to
the extent that cash payments are received umtihanagement’s judgment, the borrower has thetyabilimake contractual interest and
principal payments, in which case the loan is reddrto accrual status.

LOAN ORIGINATION FEES, COMMITMENT FEES AND RELATED COSTS

Loan fees and certain direct loan origination cas¢sdeferred, and the net fee or cost is recodragean adjustment to interest income using
the interest method.
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Meta Financial Group, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
ALLOWANCE FOR LOAN LOSSES

Because some loans may not be repaid in full, lawahce for loan losses is recorded. The allowdockan losses is increased by a
provision for loan losses charged to expense angkdsed by chargeffs (net of recoveries). Estimating the risk addaand the amount of Ic

on any loan is necessarily subjective. Managemget'mdic evaluation of the adequacy of the alloggais based on the Company’s past loan
loss experience, known and inherent risks in thief@m, adverse situations that may affect therbaer’s ability to repay, the estimated va

of any underlying collateral, and current econoontnditions. While management may periodically atecportions of the allowance for
specific problem loan situations, the entire alloaais available for any loan charge-offs that occu

Loans are considered impaired if fulhgipal or interest payments are not anticipateacitordance with the contractual loan terms.
Impaired loans are carried at the present valwxpécted future cash flows discounted at the baffective interest rate or at the fair valu
the collateral if the loan is collateral dependénportion of the allowance for loan losses is @ditied to impaired loans if the value of such
loans is deemed to be less than the unpaid balHrthese allocations cause the allowance for loases to require an increase, such increase
is reported as a component of the provision fon logses.

The allowance consists of specific, gahend unallocated components. The specific compiorelates to loans that are classified
either as doubtful, substandard, or special menkonsuch loans that are also classified as iradaan allowance is established when the
discounted cash flows (or collateral value or obsleie market price) of the impaired loan is lowsart the carrying value of that loan. The
general component covers non-classified loans abdsed on historical loss experience adjustedualitative factors. An unallocated
component is maintained to cover uncertainties¢batd affect management’s estimate of probabledesThe unallocated component of the
allowance reflects the margin of imprecision inimtiie the underlying assumptions used in the meadlugles for estimating specific and
general losses in the portfolio.

Smaller-balance homogeneous loans afleated for impairment in total. Such loans includsidential first mortgage loans secured by
one-to-four family residences, residential congtaicloans, and automobile, manufactured homes ehequity and second mortgage loans.
Commercial and agricultural loans and mortgagedaamtured by other properties are evaluated ingliigl for impairment. When analysis
borrower operating results and financial condiiiticates that underlying cash flows of the borrog/business are not adequate to meet its
debt service requirements, the loan is evaluatetrfpairment. Often this is associated with a delaghortfall in payments of 90 days or
more. Non-accrual loans are often also considengaired. Impaired loans, or portions thereof, &x@rged off when deemed uncollectible.

FORECLOSED REAL ESTATE AND REPOSSESSED ASSETS

Real estate properties and repossessed assetseddtppdough, or in lieu of, loan foreclosure angiatly recorded at the lower of cost or fair
value less selling costs at the date of foreclqges®blishing a new cost basis. Any reductiorabovialue from the carrying value of the
related loan at the time of acquisition is accodrite as a loan loss and charged against the atiogvéor loan losses. Valuations are
periodically performed by management and valuagitowances are adjusted through a charge to indonehanges in fair value or estima
selling costs.

INCOME TAXES

The Company records income tax expense based @mtbent of taxes due on its tax return plus defetages computed based on the
expected future tax consequences of temporaryrdiftees between the carrying amounts and tax basssets and liabilities, using enacted
tax rates. A valuation allowance, if needed, redwaferred tax assets to the amount expectedrigalized.

PREMISES AND EQUIPMENT

Land is carried at cost. Buildings, furniture, €its and equipment are carried at cost, less adatedulepreciation and amortization
computed principally by using the straight-line hrat over the estimated useful lives of the asgdigh range from 15 to 39 years for
buildings and 3 to 7 years for furniture, fixtueasd equipment. These assets are reviewed for impairwhen events indicate the carrying
amount may not be recoverable.

TRANSFERS OF FINANCIAL ASSETS

Transfers of financial assets are accounted feakes, when control over the assets has been daregh Control over transferred assets is
deemed to be surrendered when (1) the assets kanddwlated from the Company, (2) the transfeleais the right (free of conditions that
constrain it from taking advantage of that riglatptedge or exchange the transferred costs artti¢3yompany does not maintain effective
control over the transferred assets through areaggat to repurchase them before their matu



BANK-OWNED LIFE INSURANCE

Bank-owned life insurance represents the cash surresadiée of investments in life insurance contractrnihgs on the contracts are base
the earnings on the cash surrender value, lesslitypdosts.

EMPLOYEE STOCK OWNERSHIP PLAN

The Company accounts for its employee stock owiepdan (ESOP) in accordance with AICPA StatemdriRasition (SOP) 93-6. Under
SOP 93-6, the cost of shares issued to the ESQ@Rpbyet allocated to participants, are preseirtéde consolidated balance sheets as a
reduction of shareholders’ equity. Compensatioreasp is recorded based on the market price ohtlnes as they are committed to be
released for allocation to participant accounts d@tiference between the market price and theafosttares committed to be released is
recorded as an adjustment to additional paid-int@laividends on allocated ESOP shares are retbas a reduction of retained earnings.
Dividends on unallocated shares are used to retthecaccrued interest and principal amount of th©F'S loan payable to the Company.

FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK

The Company, in the normal course of business, maimmitments to make loans which are not reflectede consolidated financial
statements.

GOODWILL
Goodwill is not amortized but is subject to an innpeent test at least annually or more often if gads indicate a possible impairment.
SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

The Company enters into sales of securities urgiereanents to repurchase with primary dealers evilych provide for the repurchase of the
same security. Securities sold under agreememeptochase identical securities are collaterallmedssets which are held in safekeeping in
the name of the Bank or security by the dealers arhanged the transaction. Securities sold undeeagents to repurchase are treated as
financings, and the obligations to repurchase seclrities are reflected as a liability. The samsiunderlying the agreements remain in the
asset accounts of the Company.

EARNINGS PER COMMON SHARE

Basic earnings per common share is based on thieawehe divided by the weighted average numbeoafroon shares outstanding during
the period. Allocated ESOP shares are considertsdamaling for earnings per common share calculstias they are committed to be
released; unallocated ESOP shares are not considetstanding.
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Meta Financial Group, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Diluted earnings per common share shows the dédwgifect of additional potential common sharesabsiunder stock option plans.
COMPREHENSIVE INCOME

Comprehensive income consists of net income aret attmprehensive income. Other comprehensive indoohgdes the net change in net
unrealized gains and losses on securities avaifabkale, net of reclassification adjustments &xdeffects, and is recognized as a separate
component of shareholders’ equity.

STOCK COMPENSATION

Effective October 1, 2005, the Company adopted SNAS123(R), Share-Based Payment, using a modifiespective application. Prior to
that date, the Company accounted for stock optizards under APB Opinion No. 25, Accounting for &ttgsued to Employees. In
accordance with SFAS No. 123(R), compensation esgpér share based awards is recorded over thegesriod at the fair value of the
award at the time of grant. The recording of sumtmpensation expense began on October 1, 2005doeshot yet vested as of that date and
for all new grants subsequent to that date. Peary results have not been restated. The exgrdise of options or fair value of nonvested
shares granted under the Company’s incentive [da@gual to the fair market value of the underlystgck at the grant date. The Company
assumes no projected forfeitures on its stock besetpensation, since actual historical forfeit®s on its stock based incentive awards ha:s
been negligible.

RECLASSIFICATIONS

Certain 2005 and 2004 amounts have been reclaksifieonform to the 2006 presentation. There werehanges to previously reported
shareholders’ equity.

NEW ACCOUNTING PRONOUNCEMENTS

In February 2006, the Financial Accounting Stangd@dard (“FASB”) issued SFAS No. 155, “Accountiry Certain Hybrid Financial
Instruments,” which permits, but does not requé, value accounting for any hybrid financial inshent that contains an embedded
derivative that would otherwise require bifurcatioraccordance with SFAS No. 133, “Accounting farDative Instruments and Hedging
Activities.” The statement also subjects benefigitdrests in securitized financial assets to #wgiirements of SFAS No. 133. For the
Company, this statement is effective for all fin@hastruments acquired, issued, or subject toe@surement after the beginning of its fiscal
year that begins after September 15, 2006, witleeadoption permitted. The Company does not eixjpext the adoption of this Statem:

will have a material impact on its financial positj results of operation and cash flows.

In March 2006, the FASB issued SFAS Ni6,T'Accounting for Servicing of Financial Assess, amendment of FASB Statement No.
140.” The statement amends SFAS No. 140 by (1)ireguhe separate accounting for servicing assetsservicing liabilities, which arise
from the sale of financial assets; (2) requiririgsaparately recognized servicing assets and segviiabilities to be initially measured at fair
value, if practicable; and (3) permitting an entitychoose between an amortization method or asédire method for subsequent measure
for each class of separately recognized servichsgta and servicing liabilities. This statememfisctive for fiscal years beginning after
September 15, 2006, with earlier adoption permifiéee Company does not expect that the adoptidhi®Statement will have a material
impact on its financial position, results of opaatand cash flows.

In June 2006, the FASB issued FASB Inmtgiion No. 48 (“FIN 48”), “Accounting for Unceitdy in Income Taxes.” This
interpretation applies to all tax positions accedrfor in accordance with SFAS No. 109, “Accountiogincome Taxes.FIN 48 clarifies the
application of SFAS No. 109 by defining the crigetiat an individual tax position must meet in orie the position to be recognized within
the financial statements and provides guidance emsorement, de-recognition, classification, intesies penalties, accounting in interim
periods, disclosure and transition for tax posgiophis interpretation is effective for fiscal ygdreginning after December 15, 2006, with
earlier adoption permitted. The Company is curyeetaluating the impact that the adoption of thigiipretation will have on its financial
position, results of operation and cash flows.

In September 2006, the FASB issued SFAS1IS7, “Fair Value Measurements.” This Statemedfings fair value, establishes a
framework for measuring fair value, and expandsldgires about fair value measurements. It clarifiat fair value is the price that would
be received to sell an asset or paid to transfiabdity in an orderly transaction between margatticipants in the market in which the
reporting entity transacts. This Statement doesetptire any new fair value measurements, but raitherovides enhanced guidance to other
pronouncements that require or permit assets loililias to be measured at fair value. This Stateneeffective for fiscal years beginning
after November 15, 2007, with earlier adoption gad. The Company does not expect that the adojgtidhis Statement will have a
material impact on its financial position, resufoperation and cash flow



In September 2006, the FASB issued Staedo. 158, (“SFAS No. 158"), “Employers’ Accoumgi for Defined Benefit Pension and
Other Postretirement Plans - an amendment of FA&®®@ents No. 87, 88, 106 and 132(FHFAS No. 158 requires a company that spot
a postretirement benefit plan to fully recognizeaa asset or liability, the over- or under-fundtatus of its benefit plan in its balance sheet.
The funded status is measured as the differeneeckatthe fair value of the plan’s assets and itefiieobligation (projected benefit
obligation for pension plans and accumulated ptistreent benefit obligation for other postretirerhbanefit plans). Currently, the funded
status of such plans are reported in the notesetdinancial statements. This provision is effeztior public companies for fiscal years ending
after December 15, 2006. In addition, SFAS No. 4558 requires a company to measure its plan aasdtbenefit obligations as of its year
end balance sheet date. Currently, a company isified to choose a measurement date up to threghsprior to its year end to measure the
plan assets and obligations. This provision isctiffe for all companies for fiscal years endinggafbecember 15, 2008. The Company does
not expect that the adoption of this Statementhalle a material impact on its financial positimsults of operation and cash flows.
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Meta Financial Group, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 2. EARNINGS PER COMMON SHARE

A reconciliation of the numerators and denominatmed in the computation of basic and diluted egper common share is presented
below:

200€ 2008 2002
Basic earnings (loss) per common sh
Numerator, net income (los $ 392096 $ (924,25) $  3,987,05
Denominator, weighted average common shares odiata 2,511,75: 2,497,95. 2,498,40:
Less weighted average unallocated ESOP and nonvestee: (27,949 (37,069 (16,729
Weighted average common shares outstan 2,483,80! 2,460,89 2,481,67!
Basic earnings (loss) per common st $ 158 $ (0.3 $ 1.61
Diluted earnings (loss) per common shi
Numerator, net income (los $ 392096 $ (924,25) $  3,987,05
Denominator, weighted average common shares odiatafor basic earning
per common shat 2,483,80! 2,460,89: 2,481,67!
Add dilutive effect of assumed exercises of stogtiams, net of tax benefi 38,05: — 52,74+
Weighted average common and dilutive potential comshares outstandit 2,521,85 2,460,89: 2,534,42.
Basic earnings (loss) per common st $ 15t % 03¢ % 1.57

The calculation of the diluted loss per share fieryear ended September 30, 2005 does not rdflectssumed exercise of 46,624 stock
options because the effect would have been anting® due to the net loss for the period. Stockamyst totaling 99,355, 60,315, and 91,315
were not considered in computing diluted earningrisggmmon share for the years ended Septembef86, 2005, and 2004, respectively,
because they were not dilutive.

NOTE 3. SECURITIES PURCHASED UNDER AGREEMENTS TO RESELL

In September 2005, the Company entered into a&cirtts assume the processing of a gift card pastféls part of the contract, the funds
supporting the outstanding balances of the podfekre invested in securities purchased under sereagent to resell through Bank of
America. The contract provides for a fixed rateeifirn of 4.50% during its term. The investmengécurities purchased under an agreement
to resell matures weekly. Prior to reinvestmerd,tiblance is reduced by an estimate of the ambantill be needed to cover gift card
settlements the following week. The estimated arhalang with the previous week’s interest, is wite the Company. The securities
purchased under this agreement are comprised ofGh®rnment agency securities.
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NOTE 4. SECURITIES

Year end securities available for sale were asviail

GROSS GROSS
AMORTIZED UNREALIZED UNREALIZED FAIR
2006 CosT GAINS LOSSES VALUE
Debt securitie
Trust preferred and corporate securi $ 2677280 $ 113,88. $ (608,22 $ 26,278,46
Obligations of states and political subdivisic 146,21¢ — (1,342 144,87t
Mortgage-backed securitie 165,798,15 14,72¢ (7,110,98) 158,701,89
Other 109,69° — (247) 109,45(
Total debt securitie 192,826,87 128,60¢ (7,720,80) 185,234,68
Marketable equity securitie 602,33: 339,11¢ — 941,44¢
Total securities $ 193,429,200 $ 467,727 $ (7,720,80) $ 186,176,13
GROSS GROSS
AMORTIZED UNREALIZED UNREALIZED FAIR
2005 cosT GAINS LOSSES VALUE
Debt securitie!
Trust preferred and corporate securi $ 27,261,733  $ 123,96 $ (735,24 $ 26,650,45
Obligations of states and political subdivisic 443,12¢ 34¢ (2,609 440,86
Mortgage-backed securitie 207,652,39 31,61t (4,762,91) 202,921,10
Total debt securitie 235,357,26 155,92¢ (5,500,771 230,012,42
Marketable equity securitie 602,33: 277,81 — 880,14!
Total securitie: $ 23595959 % 433,74: $ (5,500,77) $ 230,892,56

Gross unrealized losses and fair value, aggredstéavestment category and length of time thatvithilial securities have been in continuous
unrealized loss position at September 30, 20062808 are as follows:

2006 LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losse! Value Losse! Value Losse:

Debt securitie:
Trust preferred and

corporate securitie $ — 3 — $ 24,165,006 $ (608,22) $ 24,165,06 $ (608,22}
Obligations of states anc
political subdivision: — — 94,87¢ (1,347) 94,87¢ (1,342)
Mortgage-backed
securities 777,03 (15,227) 157,720,34 (7,095,76) 158,497,38 (7,110,98))
Other 109,45( (247) — — 109,45( (247)
Total debt securitie $ 886,48 $ (15,469 $ 181,980,28 $ (7,705,33) $ 182,866,77 $ (7,720,80)
2005 LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealized Fair Unrealized Fair Unrealized

Value Losse: Value Losse: Value Losse:




Debt securitie:
Trust preferred and

corporate securitie $ — — $ 24,027,399 $ (735,24 $ 24,027,39 $ (735,249
Obligations of states anc

political subdivision: 290,52( (2,609 — — 290,52( (2,609
Mortgage-backed

securities 43,671,99 (699,41)) 157,847,66 (4,063,50i) 201,519,66 (4,762,91)
Total debt securitie $ 4396251 $ (702,02)) $ 181,875,06 $ (4,798,74) $ 22583757 $ (5,500,770

As of September 30, 2006, the investment portfioldduded 43 securities with current unrealized éssahich have existed for longer than
year. All of these securities are considered tadmeptable credit risks. Because the declinesrivdéue were due to changes in matr

interest rates, not in estimated cash flows, nerethan-temporary impairment was recorded at Sdptei30, 2006. In addition, the Company
has the intent and ability to hold these investnsecurities for a period of time sufficient to alléor an anticipated recovery.

The amortized cost and fair value of dedwturities by contractual maturity are shown beldertain securities have call features which
allow the issuer to call the security prior to miayu Expected maturities may differ from contraatmaturities in mortgage-backed securities
because borrowers may have the right to call grayr@bligations with or without call or prepaymeehalties. Marketable equity securities

are not included in the following maturity summary.
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SEPTEMBER 30, 2006

Amortized Fair
Cosl Value
Due in one year or let $ 255,91! % 254,32t
Due after one year through five ye 999,51¢ 1,002,801
Due after ten yeal 25,773,29 25,275,66
27,028,722 26,532,78
Mortgage-backed securitie 165,798,15 158,701,89
$ 192,826,87 $ 185,234,68
Activities related to the sale of securities avalgefor sale are summarized below.
200t 200¢
Proceeds from sal $ 25,842,71  $ —
Gross gains on sal 221,86¢ —
Gross (losses) on sal (241,20)) —
NOTE 5. LOANS RECEIVABLE, NET
Year end loans receivable were as follows:
200¢ 200t
One to four family residential mortgage lo: $ 59,330,43 $ 70,165,21
Commercial and mu-family real estate loar 167,590,03 214,048,99
Agricultural real estate loar 16,146,67 15,245,60
Consumer loan 31,164,85 31,663,25
Commercial business loa 92,384,48 101,772,45
Agricultural business loar 30,064,10 24,528,74
396,680,58 457,424,27
Less:
Allowance for loan losse (5,967,77.) (7,222,40)
Undisbursed portion of loans in proct (1,772,89) (9,732,77))
Net deferred loan origination fe (178,009 (278,85)
$  388,761,91 440,190,24
Annual activity in the allowance for loan lossessves follows:
200t 200¢
Beginning balanc $ 5370,99. $ 4,961,77
Provision for loan losse 5,482,001 488,50(
Recoveries 146,82( 29,21(
Charge offs (3,777,41) (108,49)
Ending balanc $ 7,222,40. $ 5,370,99




Virtually all of the Company’s originated loans @aoelowa- and South Dakota-based individuals amgwizations. The Company'’s purchased
loans totaled approximately $50,752,562 at Septed®e2006, and were secured by properties located, percentage of total loans, as
follows: 4% in lowa, 2% in Arizona, 1% each in Masota, South Dakota, Illinois, Florida, Californéad Washington, and the remaining

in eight other states. The Company’s purchasedsltataled approximately $60,968,000 at Septembe2@05, and were secured by
properties located, as a percentage of total l@n&llows: 1% in Washington, 1% in Colorado, 29innesota, 3% in lowa, 2% in

Arizona, 1% in Missouri and the remaining 3% incdtBer states.

The Company originates and purchases caoial real estate loans. These loans are considigrenanagement to be of somewhat
greater risk of uncollectibility due to the depencigon income production. The Company’s commereial estate loans include $10,424,000
of loans secured by hotel properties and $29,98m@i0ion of multi-family properties at Septembed,2006. The Company’s commercial
real estate loans include $33,554,000 of loansreddwy hotel properties and $45,566,000 of multifg properties at September 30, 2005.
The remainder of the commercial real estate paotisldiversified by industry. The Company’s poli@y requiring collateral and guarantees
varies with the creditworthiness of each borrower.
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Impaired loans were as follows:

200€ 2008
Year-end impaired loans with no allowance for loan lsss#ocatec $ — 3 =
Yeal-end impaired loans with allowance for loan losdkxated 4,100,26! 664,05t
Amount of the allowance allocated to impaired lo 839,50¢ 250,80:
Average of impaired loans during the yi 4,402,19 1,701,94.

Interest income and cash interest collected oniregdoans was not material during the years er@kmtember 30, 2006, and 2005, and 2
NOTE 6. LOAN SERVICING

Loans serviced for others are not reported assasbe¢ unpaid principal balances of these loagsat end were as follows:

200¢ 200¢
Mortgage loan portfolios serviced for FNN $ 22,900,00 $ 25,241,00
Other 25,800,00 26,039,00

$ 48,700,000 $ 51,280,00

NOTE 7. PREMISES AND EQUIPMENT, NET

Year end premises and equipment were as follows:

200€ 2008

Land $ 2,858,411 $  2,858,41
Buildings 13,481,35 12,484,58
Furniture, fixtures, and equipme 8,806,71! 6,021,61
25,146,47 21,364,61

Less accumulated depreciati (7,523,41) (6,238,54)

$ 17,623,06 $ 15,126,06

Depreciation of premises and equipment includesttupancy and equipment expense was approximatedy &,000, $999,000, and
$917,000 for the years ended September 30, 2006, 20d 2004, respectively.

NOTE 8. DEPOSITS

Certificates of deposit in denominations of $100,00 more were approximately $44.3 million and $228illion at September 30, 2006, and
2005, respectively.

At September 30, 2006, the scheduled ntiatu of certificates of deposit were as followes the years ending September 30:

2007 $ 151,996,11
2008 35,404,21
2009 14,512,69
2010 11,357,98
2011 2,927,26!

Thereaftel 18,57¢




$ 216,216,84

NOTE 9. ADVANCES FROM THE FEDERAL HOME LOAN BANK

At September 30, 2006, the Company’s advances fhenfrHLB of Des Moines had fixed rates ranging fr&®6% to 7.19% with a weighted
average rate of 4.97%.

The scheduled maturities of FHLB advances werelémas for the years ending September 30:

2007 $ 25,265,000
2008 25,000,00
2009 12,000,00
2010 20,000,00
2011 10,000,00
Thereaftel 7,300,001

$ 99,565,00

Advances totaling $31.7 million, with a weighteceeage fixed rate of 5.75%, carry quarterly callyismns, whereby the FHLB can elect to
accelerate the maturity of these borrowings. Tlaels@nces are shown in the above table at thegdstaaturity date, which range from 2008
to 2010.

As of September 30, 2005, the CompanifkB-advance portfolio totaled $159,705,000 andiedra weighted average rate of 4.56%.

MetaBank and MBWC have executed blankedge agreements whereby the Banks assign, traasiéipledge to the FHLB and grant
to the FHLB a security interest in all

22



Meta Financial Group, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

mortgage collateral and securities collateral. Baaks have the right to use, commingle, and dispbsiee collateral they have assigned to
the FHLB. Under the agreements, the Banks musttaiaifeligible collateral” that has a “lending valuat least equal to the “required
collateral amount,” all as defined by the agreement

At year end 2006, and 2005, the Bankkectively pledged securities with fair values opagximately $54.6 million and $103.4
million, respectively, against specific FHLB advascln addition, qualifying mortgage loans of apjmaately $79.1 million, and $89.8
million were pledged as collateral at September2B06 and 2005, respectively.

NOTE 10. SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

Securities sold under agreements to repurchadedapproximately $15.2 million and $20.5 millionSeptember 30, 2006 and 2005,
respectively.

An analysis of securities sold under agrents to repurchase follows:

200€ 2008
Highest mont-end balanc $ 20,369,46 $ 33,077,14
Average balanc 16,616,45 28,066,92
Weighted average interest rate during the pe 3.01% 2.7¢%
Weighted average interest rate at end of pe 3.1%% 2.8%

At September 30, 2006, securities sold under ageatso repurchase had a weighted average matdifiggs than five months.

The Company pledged securities with ¥alues of approximately $20.5 million and $22.3limil at September 30, 2006 and 2005,
respectively, as collateral for securities soldamagreements to repurchase.

NOTE 11. JUNIOR SUBORDINATED DEBENTURES AND TRUST PREFERRED SECURITIES

Subordinated debentures are due to First Midwewstrfeial Capital Trust I, a 100%-owned unconsolidatgbsidiary of the Company. The
debentures were issued in 2001 in conjunction thighTrust’s issuance of 10,000 shares of TrustelPmed Securities. The debentures bear the
same interest rate and terms as the trust prefee@dities. The debentures are included on ttenbalsheet as liabilities, net of applicable
unamortized issuance costs.

The Company issued all of the 10,000 @nizled shares of trust preferred securities oft lisiwest Financial Capital Trust | holding
solely subordinated debt securities. Distributiars paid semi-annually. Cumulative cash distrimgiare calculated at a variable rate of
LIBOR (as defined) plus 3.75% (9.30% at SeptemBe2B06 and 7.67% at September 30, 2005), notdeezk12.5%. The Company may, at
one or more times, defer interest payments ondbéal securities for up to 10 consecutive samiual periods, but not beyond July 25, 2(
At the end of any deferral period, all accumuleded unpaid distributions are required to be palgk Gapital securities are required to be
redeemed on July 25, 2031; however, the Companthleagption to shorten the maturity date to a dateearlier than July 25, 2006. The
redemption price is $1,000 per capital securityslny accrued and unpaid distributions to the ditedemption plus, if redeemed prior to
July 25, 2011, a redemption premium as definetiénimdenture agreement.

Holders of the capital securities haverating rights, are unsecured and rank junior innily of payment to all of the Company’s
indebtedness and senior to the Company’s commahk.sto

Although the securities issued by thetsare not included as a component of sharehokelguity, the securities are treated as capital
for regulatory purposes, subject to certain linnitas.

NOTE 12. EMPLOYEE STOCK OWNERSHIP AND PROFIT SHARIN G PLANS

The Company maintains an Employee Stock Ownerdlaip ESOP) for eligible employees who have 1,000rsiof employment with the
Bank, have worked one year at the Bank and who ataaed age 21. The ESOP has borrowed moneytfier@ompany to purchase shares
of the Company’s common stock. Shares purchaseleblSOP are held in suspense for allocation arpartgcipants as the loan is repaid.
ESOP expense of $356,697, $305,068 and $291,018ewasied for the years ended September 30, 2006, &nd 2004, respectively.
Contributions of $315,856, $253,842 and $219,31@weade to the ESOP during the years ended Sept&dp2006, 2005 and 2004,
respectively



Contributions to the ESOP and sharesselg from suspense in an amount proportional toetbeeyment of the ESOP loan are allocated
among ESOP participants on the basis of compemsiithe year of allocation. Benefits generallydree 100% vested after seven years of
credited service. Prior to the completion of seyears of credited service, a participant who teatga employment for reasons other than
death or disability receives a reduced benefit thasethe ESOP’s vesting schedule. Forfeitureseatiocated among remaining participating
employees in the same proportion as contributiBesefits are payable in the form of stock upon teation of employment. The Company’s
contributions to the ESOP are not fixed, so besgfityable under the ESOP cannot be estimated.

For the years ended September 30, 205 and 2004, 14,500, 14,000 and 13,000 sharesaviin value of $24.60, $21.79 and
$22.37 per share, respectively, were released. fatsiine years ended September 30, 2006, 2005 @dd] 2llocated shares and total ESOP
shares reflect 11,332, 45,042, and 15,056 shasgectively, withdrawn from the ESOP by particigamho are no longer with the Company
or by participants diversifying their holdings a&@58, 5,152, and 5,426 shares, respectively, psezhfor dividend reinvestment.

Year-end ESOP shares are as follows:

200¢ 2008 2004
Allocated share 238,45 229,92¢ 255,81¢
Unearned share 22,31: 36,81: 20,81
Total ESOP share 260,76¢ 266,74( 276,63(
Fair value of unearned shai $ 54887 $ 68691: $ 462,85¢

The Company also has a profit sharing plan covesutdgstantially all fultime employees. Contribution expense for the yeaded Septemb
30, 2006, 2005, and 2004 was $322,226, $233,45B$216,923, respectively.
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NOTE 13. SHARE BASED COMPENSATION PLANS

The Company maintains the 2002 Omnibus Incentia@,Rihich, among other things, provides for theraing of stock options and
nonvested (restricted) shares to certain officatsdirectors of the Company. Awards are grantethbyStock Option Committee of the Boi
of Directors based on the performance of the aweeipbients, or other relevant factors.

Effective October 1, 2005, the Compangmedd SFAS No. 123(R), Share-Based Payment usingdified prospective application.
Prior to adopting this standard the Company acealfdr stock options under APB Opinion No. 25, Aaating for Stock Issued to
Employees. As a result of the adoption of SFAS NaR (R), the Company, during the year ended SepeB® 2006, began recording
expense associated with the awarding of stock opiimd restricted stock. Prior years’ results hetebeen restated to reflect the impact of
this change. The following tables show the effedhtome, net of tax benefits, of share-based espezcorded in the year ended September
30, 2006, as well as the pro forma effect to incameé earnings per share had the Company usedd¢barging methodology under SFAS 1
123(R) for fiscal years 2005 and 2004.

YEAR ENDED SEPTEMBER 30,

200€ 200t 2002
Total employee stock-based compensation expensgmized in income, net of
tax effects of $163,58 $ 317537 $ —  $ —
YEAR ENDED SEPTEMBER 30,
200t 2002
Net income (loss) as report $ (924,25) $  3,987,05
Deduct: Total employee stock-based compensatioaresgodetermined under fair value based
method for all awards, net of tax effe (154,126 (229,96
Pro forma net income (los $ (1,07837) $ 3,757,08
Earnings (loss) per common sk—basic
As reportec (0.3¢) 1.61
Pro forma (0.49 1.51
Earnings (loss) per common sk—diluted
As reportec (0.3%) 1.57
Pro forma (0.49) 1.4¢

As of September 30, 2006, stock based compensatjpense not yet recognized in income totaled $&@80hich is expected to be
recognized over a weighted average remaining pefidd45 years.

At grant date, the fair value of options awardedeipients is estimated using a Black-Scholesatadn model. The exercise price of stock
options equals the fair market value of the undeglgtock at the date of grant. The following tas®ws the key valuation assumptions used
for options granted during the years ended SepteBhe2006, 2005, and 2004, and other informatiptions are issued for 10 year periods
with 100% vesting generally occurring either atngrdate or over a four year period.

YEAR ENDED SEPTEMBER 30,

200€ 2008 2002
Risk-free interest rat 4.40%- 5.09% 4.3(% 3.83%- 4.42%
Expected annual standard deviat
Range 19.46%- 20.6(% 20.6(% 21.85%- 22.4*%
Weighted averag 19.9% 20.6(% 22.1%

Expected life (years 7 7 7



Expected dividend yiel

Range 2.13%- 2.55% 2.7¢% 2.18%- 2.5%

Weighted averag 2.32% 2.7¢% 2.2t%
Weighted average fair value of options grantedrdpgeriod $ 551 $ 40 % 5.32
Intrinsic value of options exercised during per $ 217,76( % 98,44¢ % 262,98(
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Although authorized under the Company’s 2002 Ommilmgentive Plan, the Company had not, prior todliyear 2006, awarded nonvested
(restricted) shares to employees or directors.Jtmpany did award nonvested shares during thegrated September 30, 2006. Nonvested
shares vest immediately or over a period of foargeThe following table shows the weighted avefagevalue of nonvested shares awarded
and the total fair value of novested shares whedtad during the year ended September 30, 2006aithalue is determined based upon
fair market value of the Company’s stock on thengdate.

YEAR ENDED SEPTEMBER 30,

200€ 2008 2002
Weighted average fair value of nonvested sharageptaluring perio $ 24 .4: n/e n/e
Total fair value of nonvested shares vested dysaripd $ 89,58¢ n/e n/e

In addition to the Company’s active 2002 Omnibushtive Plan, the Company also maintains the 1386kSDption and Incentive Plan, and
the 1993 Stock Option and Incentive Plan. No netioap were, or could have been, awarded under388 and 1993 plans during the year
ended September 30, 2006; however previously awdrdeunexercised shares were outstanding undge fflans during the year.

The following tables shows the activifyoptions and nonvested shares granted, exer@sddrfeited under all of the Company’s
option and incentive plans during the year endgue®eber 30, 2006.

WEIGHTED
WEIGHTED AVERAGE

AVERAGE REMAINING AGGREGATE

NUMBER OF EXERCISE CONTRACTUAL INTRINSIC

SHARES PRICE TERM (YRS) VALUE

Options outstanding, September 30, 2 311,32¢ % 18.11 59¢ $ 668,62¢
Granted 114,90: 23.1¢
Exercisec (28,25() 14.5%
Forfeited or expires (11,55¢) 20.71

Options outstanding, September 30, 2 386,42 % 19.7¢ 6.6 $ 1,792,71

Options exercisable end of ye 276,928 % 18.7¢ 578 % 1,575,09

WEIGHTED

NUMBER AVERAGE

OF MKT VAL

SHARES AT GRANT

Nonvested shares outstanding, September 30, —  $ —

Granted 12,00( 24 4:

Vested (3,667 24.4:

Forfeited or expires — —

Nonvested shares outstanding, September 30, 833: % 24 .4:

On August 28, 2006, the Board of Directors apprahedrirst Amendment to the Company’s 2002 Omnlbasntive Plan, which, among
other things, increased the number of shares ®idilo award under the plan from 200,000 to 400,00(Gs Amendment is subject to
shareholder approval at the Company’s annual ngetiheduled for January 2007. The preceding opdible includes 28,701 options
granted subject to final approval by the Compasiareholders.
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NOTE 14. INCOME TAXES

The Company and its subsidiaries file a consoldl&deral income tax return on a fiscal year basis.
The provision for income taxes consists of:

Years ended September 30,

200¢€

200¢&

2004

Federal.
Current $ 1,331,110 % 115,15 $  2,120,46.
Deferred 290,82( (670,140 (333,909
$ 162193 % (554,989 $  1,786,55!
State:
Current 282,85! (46,07¢) 288,09:
Deferred 45,01¢ (83,620 (15,959
$ 327,87 $ (129,69) $ 272,13¢
Income tax expense (benefil $ 194981 % (684,68) $  2,058,69:
Total income tax expense (benefit) differs from sketutory federal income tax rate as follows:
Years ended September 30,
200€ 2008 2002
Income tax expense (benefit) at 35% federal tax $ 2,055,000 $ (563,000 $ 2,116,00
Increase (decrease) resulting frc
State income taxes net of federal ber 171,33! (26,000 191,00(
Nontaxable buildup in cash surrender ve (217,179 (165,000 (186,000
Other, ne (59,350 69,31t (62,309)
Total income tax expense (benefit $ 194981 % (684,68) $  2,058,69:
Year-end deferred tax assets and liabilities inetlish other assets consist of:
September 30,
200€ 2008
DEFERRED TAX ASSETS:
Bad debt: $ 222565 $ 2,694,000
Stock based compensati 90,86: —
Net unrealized losses on securities availabledts 2,705,42: 1,886,42
Other, ne 120,81 75,58¢
5,142,741 4,656,00

Deferred tax liabilities



FHLB stock dividenc (452,000) (452,000)

Premises and equipme (476,579 (463,000
Deferred loan fee (140,000 (150,000

(1,068,57) (1,065,00i)
Net deferred tax assets $ 4,074,127 $ 3,591,000

Federal income tax laws provided savimgsks with additional bad debt deductions througpt&mber 30, 1987 totaling $6,744,00C
the Bank. Accounting standards do not require arded tax liability to be recorded on this amouwvttjch liability otherwise would total
approximately $2,300,000 at September 30, 20062808. If the Bank were to be liquidated or otheeviease to be a bank, or if tax laws
were to change, the $2,300,000 would be recordedeanse.
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NOTE 15. CAPITAL REQUIREMENTS AND RESTRICTIONS ON R ETAINED EARNINGS

The Company has two primary subsidiaries, MetaBantkMBWC. MetaBank and MBWC are subject to varimgulatory capital
requirements. Failure to meet minimum capital regraients can initiate certain mandatory or discnetip actions by regulators that, if
undertaken, could have a direct material effedhenfinancial statements. Under capital adequa@yedjnes and the regulatory framework
prompt corrective action, MetaBank and MBWC musetrspecific quantitative capital guidelines usingit assets, liabilities and certain off-
balance-sheet items as calculated under regulatmgunting practices. The requirements are alsestto qualitative judgments by the
regulators about components, risk weightings ahdrdactors.

Quantitative measures established byla¢ign to ensure capital adequacy require MetaBartkMBWC to maintain minimum
amounts and ratios (set forth in the table beldvidtal risk-based capital and Tier | capital (&figed in the regulations) to risk-weighted
assets (as defined), and a leverage ratio corgistimier | capital (as defined) to average asgetgefined). As of September 30, 2006,
MetaBank and MBWC met all capital adequacy requaets.

MetaBank's and MBWC's actual and required capitabants and ratios are presented in the followilbigta

MINIMUM MINIMUM REQUIREMENT
REQUIREMENT FOR TO BE WELL CAPITALIZED
CAPITAL ADEQUACY UNDER PROMPT CORRECTIVE
ACTUAL PURPOSES ACTION PROVISIONS
Amount Ratio Amount Ratio Amount Ratio
Dollars in thousands;
AS OF SEPTEMBER 30, 2006:
MetaBank
Tangible capital (to tangible asse $ 48,60¢ 6.97% $ 10,46: 15(% $ — —
Tier 1 (core) capital (to adjusted total ass 48,60¢ 6.97% 27,89¢ 4.0(% 34,87« 5.0(%
Total risk based capital (to risk weighted ass 54,40: 12.21% 35,65: 8.0(% 44,56 10.0(%
MetaBank West Centri
Tier 1 capital (to average asse 4,071 9.71% 1,67 4.00% 2,097 5.0(%
Tier 1 risk based capital (to risk weighted
assets 4,071 14.9(% 1,09: 4.0(% 1,64( 6.0(%
Total risk based capital (to risk weighted ass 4,33¢ 15.81% 2,18¢ 8.0(% 2,73 10.0(%
AS OF SEPTEMBER 30, 2005:
MetaBank
Tangible capital (to tangible asse $ 46,41: 6.3¢% $ 10,91: 15(% $ — —
Tier 1 (core) capital (to adjusted total ass 46,41 6.3¢% 29,06¢ 4.0(% 36,33: 5.0(%
Total risk based capital (to risk weighted ass 52,857 10.3% 40,94+ 8.0(% 51,18( 10.0(%
MetaBank West Centri
Tier 1 capital (to average asse 3,76z 7.31% 2,04z 4.00% 2,55: 5.0(%
Tier 1 risk based capital (to risk weighted
assets 3,762 11.7% 1,271 4.0(% 1,91¢ 6.0(%
Total risk based capital (to risk weighted ass 4,162 12.9¢% 2,56¢ 8.0(% 3,20¢ 10.0(%

Regulations limit the amount of dividends and ottegpital distributions that may be paid by a finahmstitution without prior approval of i
primary regulator. The regulatory restriction ised on a three-tiered system with the greatesbiléx being afforded to well-capitalized

(Tier 1) institutions. MetaBank and MBWC are cuthgier 1 institutions. Accordingly, MetaBank aMBWC can make, without prior
regulatory approval, distributions during a calengkar up to 100% of their retained net incometli@rcalendar year-to-date plus retained net
income for the previous two calendar years (leysdiwvidends previously paid) as long as they remaéti-capitalized, as defined in prompt
corrective action regulations, following the propddistribution. Accordingly, at September 30, 208)@proximately $2.7 million of
MetaBank’s retained earnings and none of MBWC'sainetd earnings were potentially available for distion to the Company.
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NOTE 16. COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Company’sidigyy banks make various commitments to exteaditwhich are not reflected in the
accompanying consolidated financial statements.

At September 30, 2006 and 2005, unfurldad commitments approximated $52.9 million and.66fillion respectively, excluding
undisbursed portions of loans in process. Unfuridad commitments at September 30, 2006 and 2006 prércipally for variable rate loar
Commitments, which are disbursed subject to cefimitations, extend over various periods of tirkenerally, unused commitments are
canceled upon expiration of the commitment terrawdbned in each individual contract.

The exposure to credit loss in the eeémonperformance by other parties to financiatrimeents for commitments to extend credit is
represented by the contractual amount of thoseuim&nts. The same credit policies and collate@lirements are used in making
commitments and conditional obligations as are tisedn-balance-sheet instruments.

Since certain commitments to make loantsta fund lines of credit and loans in processrexwithout being used, the amount does not
necessarily represent future cash commitmentsdditian, commitments used to extend credit areegents to lend to a customer as long as
there is no violation of any condition establislethe contract.

Securities with fair values of approxielgit$26,402,000 and $63,313,000 at September 3B @0d 2005, respectively, were pledged
as collateral for public funds on deposit. Secesitivith fair values of approximately $8,931,000 &t8,400,000 at September 30, 2006 and
2005, respectively, were pledged as collaterairfdividual, trust and estate deposits.

Under employment agreements with cegagcutive officers, certain events leading to sa&j@n from the Company could result in
cash payments totaling approximately $2.8 millisroaSeptember 30, 2006.

LEGAL PROCEEDINGS

MetaBank has been named in several lawsuits whasgweal outcome could have an adverse effect ondhsolidated financial position or
results of operations of the Company. BecauseikbbHood or amount of an adverse resolution te¢hmatters cannot currently be assessed,
the Company has not recorded a contingent liabiilsted to these potential claims.

On June 11, 2004, the Sioux Falls Schustrict filed suit in the Second Judicial Circ@burt alleging that MetaBank, a wholly-owned
subsidiary of the Company, improperly allowed funakich belonged to the school district, to be ddfea into, and subsequently withdrawn
from, a corporate account established by an emplof¢he school district. The school district isldag in excess of $600,000. MetaBank
submitted the claim to its insurance carrier, anaiarking with counsel to vigorously contest thé.su

On or about March 10, 2006, plaintifigdi five class-action suits on behalf of themseked all other purchasers of vehicles from
Prairie Auto Group, Inc., Dan Nelson Automotive GpoInc.’s Rapid City, South Dakota location, arlden not-yet-identified auto sales
entities owned or operated by defendants. Each leontgtates that it is a “companion” to the otferr and names the same defendants
(approximately twenty-five) including the Compamydaaffiliates thereof (the “MetaBank Defendant®hne of these complaints has yet k
served on any of the MetaBank Defendants. The tlofuihe complaints is that plaintiffs allegedlyffeued damages as a result of a scheme by
defendants to use fraudulent statements, misrega&ns and omissions to sell vehicles and extgmderanties to plaintiffs. Plaintiffs clai
that they and other similarly situated purchaseid fpo much for their vehicles and were inducelug warranties that were not honored and
otherwise proved worthless. Plaintiffs allege tihefiendants reaped considerable profits throughlédemt sales methods; by refusing to make
warrantied repairs; and by engaging in usuriousssgssion and resale practices. Plaintiffs allegethese practices were part of a business
plan that originated with the franchisor-defendatd was purchased and employed by the franchiskeadants. It appears that the principal
basis for naming the MetaBank Defendants is thet thaned money to finance some of the defendantshess operations, purportedly with
some degree of knowledge about the defendantgjedllg abusive consumer practices.

In addition to seeking certification aslass, plaintiffs seek cancellation of the autoiteopurchase contracts; monetary damages
including the initial purchase price warranty ctemgfinance costs and related repossession andabtéiges; costs of allegedly warrantied
repairs that were not made by defendants; constigbdamages relating to the alleged wrongful repssion of vehicles and deficiency
judgments associated therewith; damages for enaitaord mental suffering; punitive and treble dansaged attorneY fees. The amount of
the alleged damages is not specified in the comiglai

During the third fiscal quarter of 20@Be company determined that $9.8 million of itseéssvere impaired under generally accepted
accounting principles. The Company was the leaddeand servicer of approximately $32.0 millioddans to three auto-dealership related
companies and their owners. Approximately $22.2ionilof the total had been sold to ten participgfiimancial institutions. Eac



participation agreement with the ten participanmksaprovides that the participant bank shall ovepecified percentage of the outstanding
loan balance at any give time. Each agreementratstes the maximum amount that can be loaned bpBé&nk on that particular loan.
MetaBank allocated to some participants an ownprishihe outstanding loan balance in excess opéreentage specified in the participation
agreement. MetaBank believes that in each instdnisevas done with the full knowledge and conséithe participant. Several participants
have demanded that their participations be adjustetatch the percentage specified in the partitipgreement. Based on the total loan
recoveries projected as of September 30, 2006, Béeta calculated that it would cost approximatelp3®00 to adjust these participation:
the participants would have them adjusted. A femtigipants have more recently asserted that MetkBares them additional monies based
on additional legal theories. MetaBank denies asligation to make the requested adjustments oretbeselated claims. Other than as
described below, MetaBank cannot predict at thietivhether any of these claims will be the sulgétitigation.

Four lawsuits were filed against the Camgs MetaBank subsidiary in 2006. Three of the plaimts are related to the Company’s
alleged actions in connection with its activitissl@ad lender to three companies involved in aafess service, and financing and their owner.
The fourth complaint alleges patent infringemerit féur actions are in their infancy and materialitannot be determined at this time. The
Company intends, however, to vigorously defen@dt$ons.

On June 28, 2006, First Midwest Bank-Hiekt Branches and Mid-Country Bank filed suit agdiMetaBank in South Dakota’s
Second Judicial Circuit Court, Minnehaha Countye Tomplaint alleges that plaintiff banks, who weagticipating lenders with MetaBank
on a series of loans made to Dan Nelson Automd@iiraip (“DNAG”) and South Dakota Acceptance Corpora(*SDAC”), suffered
damages exceeding $1 million as a result of Met&Barlacement and administration of the loans texte the subject of the loan
participation agreements. On July 17, 2006, Met&Bamoved the case from state court to the UnitateS District Court.

On July 5, 2006, First Premier Bank fitadt against MetaBank in South Dakota’s SecondkcinldCircuit Court, Minnehaha County.
The complaint alleges that First Premier, a pgéithg lender with MetaBank on a series of loanderta SDAC, has suffered damages in an
as yet undetermined amount as a result of MetaBaadtions in selling to First Premier a participatin a loan made to SDAC and
MetaBank’s actions in administering that loan. @ly 17, 2006, MetaBank removed the case from staittiet to the United States District
Court.

On June 26, 2006, Home Federal Bank fl@tlagainst MetaBank and two individuals, J. Tyl@ahr and Daniel A. Nelson, in South
Dakota’s Second Judicial Circuit Court, Minnehatoufty. The complaint alleges that Home Federagréigipating lender with MetaBank
on a series of loans made to DNAG and SDAC, suffdamages exceeding
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$3.8 million as a result of failure to make discies regarding an investigation of Nelson, DNAG 8mAC by the lowa Attorney General at
the time Home Federal agreed to an extension dbtreparticipation agreements.

Subiject to a reservation of rights, tlemPany’s insurance carrier has agreed to covethtiee claims described above.

On July 21, 2006, Meridian Enterprisesg@oation (“Meridian”) filed suit against Meta Fineial Group, Inc. (Meta Payment Systems
division) (“Meta”) and other banks and financiastitutions in U.S. District Court. The complaintegles that Meta infringed on a patent
owned by Meridian. Meta is vigorously contesting Huit.

There are no other material pending Ipgateedings to which the Company or its subsiei&is a party other than ordinary routine
litigation incidental to their respective businesse

NOTE 17. LEASE COMMITMENTS
The Company has leased property under various noptable operating lease agreements which expiraratus times through 2024, and
require annual rentals ranging from $3,000 to $1A@ plus the payment of the property taxes, nomehtenance, and insurance on the

property.

The following table shows the total minim rental commitment at September 30, 2006, urdeleqses.

2007 $ 301,57¢
2008 304,55¢
2009 299,53
2010 268,21¢
2011 217,75(
Thereaftel 796,80:

$ 2,188,433

NOTE 18. SEGMENT REPORTING

An operating segment is generally defined as a corpt of a business for which discrete financitdrimation is available and whose results
are reviewed by the chief operating decision-makbe Company has determined that it has two replersegments: The traditional banking
segment consisting of its two banking subsidiafidstaBank and MetaBank West Central, and Meta Pay®gstems, a division of
MetaBank. MetaBank and MetaBank West Central opaaattraditional community banks providing depdsién, and other related products
to individuals and small businesses, primarilyniae communities where their offices are located.avRayment Systems provides a number of
products and services, primarily to third partiasluding financial institutions and other businessThese products and services include
issuance of prepaid debit cards, sponsorship of ATritb the debit networks, ACH origination servicasd a gift card program. Other related
programs are in the process of development. Thaireéng grouping under the caption “All Others” cimts of the operations of the Meta
Financial Group, Inc. and Meta Trust Company.

Transactions between affiliates, the ltesurevenues of which are shown in the inter-seghmevenue category, are conducted at
market prices, meaning prices that would be paildefcompanies were not affiliates.

TRADITIONAL PAYMENT
BANKING SYSTEMS ALL OTHERS TOTAL

YEAR ENDED SEPTEMBER 30, 2006

Net interest income (los $ 16,34562 $ 4,036,92° $ (746,509 $  19,636,04
Provision for loan losse (454,500 — — (454,500
Non-interest incom 2,559,97 10,743,64 102,23t 13,405,85
Nor-interest expens 17,354,57 8,109,77. 2,161,27. 27,625,62

Net income (loss) before ti 2,005,51! 6,670,79 (2,805,549 5,870,77.
Income tax expense (bene! 651,52¢ 2,168,15: (869,869 1,949,811

Net income (loss $ 1,353,99. $ 4,502,641 $ (1,935,67) $ 3,920,96:



Inter-segment revenue (expen: (3,162,87) $ 3,162,87. — —
Total asset 571,609,07 166,556,25 2,966,70! 741,132,03
Total deposit: 402,596,77 163,113,80 — 565,710,57
YEAR ENDED SEPTEMBER 30, 2005
Net interest income (los 19,283,53 $ 410,53¢ (454,55, 19,239,51
Provision for loan losse 5,482,001 — — 5,482,00i
Nor-interest incom 2,514,61 1,591,03: (375,04) 3,730,60
Nor-interest expens 15,071,27 3,247,20! 778,57 19,097,05
Net income (loss) before ti 1,244,87. (1,245,63)) (1,608,17)) (1,608,93))
Income tax expense (bene! 286,69: (438,000 (533,379 (684,68
Net income (loss 958,17¢ $ (807,63f) (1,074,79) (924,25)
Inter-segment revenue (expen: (365,44) $ 365,44 — —
Total asset 703,917,11 70,905,96 1,016,17: 775,839,26
Total deposit: 468,504,30 72,537,27 — 541,041,57
YEAR ENDED SEPTEMBER 30, 2004
Net interest income (los 18,085,51 $ 7 (316,45() 17,769,07
Provision for loan losse 488,50( — — 488,50
Non-interest incom 3,491,12! 3,611 101,03¢ 3,595,76!
Nor-interest expens 13,085,25 770,60¢ 974,72 14,830,59
Net income (loss) before t: 8,002,88! (766,99) (1,190,14) 6,045,74:
Income tax expense (bene! 2,740,341 (277,000 (404,649 2,058,69
Net income (loss 5,262,53 $ (489,99) (785,49) 3,987,05!
Inter-segment revenue (expen: (3,200 $ 3,20( — —
Total asset 720,453,92 145,35: 60,199,24 780,798,52
Total deposit: 461,542,86 38,01 — 461,580,87
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NOTE 19. PARENT COMPANY FINANCIAL STATEMENTS

Presented below are condensed financial staterfaarttse parent company, Meta Financial Group, Inc.
CONDENSED BALANCE SHEETS

SEPTEMBER 30, 2006 AND 2005

200€ 200t
ASSETS
Cash and cash equivalel $ 1,849,22' % 51,67¢
Securities available for sa 1,678,62. 2,177,47.
Investment in subsidiarie 51,751,05 50,598,01
Loan receivable from ESC 509,20: 825,05
Other asset 140,63t 715,00:
Total assets $ 55,928,74 $ 54,367,21
LIABILITIES AND SHAREHOLDERS ' EQUITY
LIABILITIES
Loan payable to subsidiari $ 710,000 $ 1,200,00!
Subordinated debentur 9,831,25! 9,800,32
Other liabilities 55,82: 408,20°
Total liabilities $ 10,597,07 $ 11,408,52
SHAREHOLDERS’ EQUITY
Common Stocl 29,58( 29,58(
Additional paic-in capital 20,968,49 20,646,51
Retained earning 37,186,24 34,557,25
Accumulated other comprehensive (lo (4,547,719 (3,180,60)
Unearned Employee Stock Ownership Plan st (509,20 (825,05
Treasury stock, at co (7,795,73) (8,268,99)
Total shareholders equity $ 4533166 $ 42,958,69
Total liabilities and shareholders equity $ 55,928,74 $ 54,367,21
CONDENSED STATEMENTS OF OPERATIONS
YEARS ENDED SEPTEMBER 30, 2006, 2005 AND 2004
200€ 200t 200¢
Dividend income from subsidiari $ 3,700,000 $ 2,510,000 $ 2,300,001
Other income 190,77¢ 303,75! 317,63!
Total income 3,890,77! 2,813,75! 2,617,63!
Interest expens 936,14¢ 761,79¢ 634,08:

Other expens 1,956,22. 1,060,08 752,25



Total expense 2,892,37. 1,821,88 1,386,34!

Income before income taxes and equity in undistribied net income of

subsidiaries 998,40t 991,87 1,231,29!

Income tax (benefit (834,53) (503,001 (354,001)

Income before equity in undistributed net income (ss) of subsidiaries 1,832,93 1,494,87. 1,585,29!

Equity in undistributed net income (loss) of sukmsi@és 2,088,02! (2,419,12) 2,401,75!

Net income (loss) $ 3,920,96. $ (924,25) $ 3,987,05!
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CONDENSED STATEMENTS OF CASH FLOWS

YEARS ENDED SEPTEMBER 30, 2006, 2005 AND 20043

200¢

200¢

200¢

CASH FLOWS FROM OPERATING ACTIVITIES

Net income (loss $ 392096 $ (924,25) $ 3,987,05
Adjustments to reconcile net income (loss) to rehcprovided by operating
activites
Equity in undistributed net (income) loss of sulmiigs (2,088,02) 2,419,12; (2,401,75)
Change in other asse 574,36 (367,89) 365,40:
Change in other liabilitie 244,20} 180,67: (70,949
Net cash provided by operating activities 2,651,501 1,307,65! 1,879,74
CASH FLOWS FROM INVESTING ACTIVITIES
Investment in subsidial (75,000 (275,000 —
Maturity of securities 500,00( 500,00( —
Loan to ESOF — (684,13) (212,401
Net change in loan receivat — 1,261,18: 46,07
Repayments on loan receivable from ES 315,85¢ 253,84. 219,31(
Net cash provided by investment activite 740,85¢ 1,055,89 52,98
CASH FLOWS FROM FINANCING ACTIVITIES
Net change in loan payable to subsidia (490,000 (1,350,00) (350,000
Cash dividends pai (1,291,97) (1,276,74) (1,286,53)
Proceeds from exercise of stock opti 187,15¢ 230,41 582,55
Purchase of treasury sto — (25,65%) (906,65()
Net cash (used in) financing activitie: (1,594,81) (2,421,99) (1,960,62)
Net change in cash and cash equivalents $ 179754 $ (58,44Y) $ (27,899
CASH AND CASH EQUIVALENTS
Beginning of yea $ 51,67¢ $ 110,11¢ $ 138,01
End of yeal 1,849,22! 51,67¢ 110,11¢

The extent to which the Company may pay cash diddeéo shareholders will depend on the cash cuyramailable at the Company, as well
as the ability of the subsidiary banks to pay divids to the Company.
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NOTE 20. SELECTED QUARTERLY FINANCIAL DATA (UNAUDIT ED)

QUARTER ENDED

December 3. March 31 June 3( September 3l
FISCAL YEAR 2006
Interest incom: $ 10,176,87 10,194,70 10,314,70 9,891,68!
Interest expens 5,456,62! 5,205,52: 5,190,25: 5,089,541
Net interest incom 4,720,25: 4,989,18! 5,124,45: 4,802,14!
Provision for loan losse 40,50( (350,000 — (145,000
Net income (loss 515,42( 261,38 2,482,86. 661,29¢
Earnings (loss) per common and common equivalent
share;
Basic $ 0.21 0.1C 1.0C 0.27
Diluted 0.21 0.1C 0.9¢ 0.2¢
Dividend declared per sha 0.1z 0.1z 0.1z 0.1z
FISCAL YEAR 2005
Interest incomi $ 9,784,69: 10,372,60 10,812,67 10,123,33
Interest expens 5,097,67 5,383,45: 5,697,04. 5,675,62!
Net interest incom 4,687,01 4,989,15! 5,115,63 4,447,70!
Provision for loan losse 177,00( 257,50( 4,956,00! 91,50(
Net income (loss 441 ,94. 399,37 (2,311,99) 546,42
Earnings (loss) per common and common equivalent
share:
Basic $ 0.1¢ 0.1¢ (0.99 0.2z
Diluted 0.1¢ 0.1¢€ (0.99 0.2z
Dividend declared per sha 0.1z 0.1z 0.1z 0.1z
FISCAL YEAR 2004
Interest incom: $ 9,053,70 8,890,64 9,043,21. 9,192,69
Interest expens 4,585,90! 4,475,82 4,523,361 4,826,08
Net interest incom 4,467,79 4,414,81! 4,519,841 4,366,61.
Provision for loan losse 101,00( 56,00( 167,50( 164,00(
Net income (loss 976,94. 1,675,39 836,60¢ 498,10:
Earnings (loss) per common and common equivalent
share;
Basic $ 0.3¢ 0.67 0.34 0.2C
Diluted 0.3¢ 0.67 0.34 0.2C
Dividend declared per sha 0.1z 0.1z 0.1z 0.1z
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NOTE 21. FAIR VALUES OF FINANCIAL INSTRUMENTS

The following table discloses the Company'’s esteddgir value amounts of its financial instrumefité$s management’s belief that the fair
values presented below are reasonable based oaltision techniques and data available to the Gmyjas of September 30, 2006 and
2005, as more fully described below. The operatafrtae Company are managed from a going concesis laad not a liquidation basis. As a
result, the ultimate value realized for the finah@struments presented could be substantialfemint when actually recognized over time
through the normal course of operations. Additiyna substantial portion of the Company’s inheneadtie is the subsidiary banks’
capitalization and franchise value. Neither of hesmponents have been given consideration inrgseptation of fair values below.

The following presents the carrying amtoamd estimated fair value of the financial insteums held by the Company at September 30,
2006 and 2005. The information presented is sulijechange over time based on a variety of factors.

Dollars in thousands 2006 2005

Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value

Financial asset

Cash and cash equivale $ 109,35 $ 109,35 $ 14,37C $ 14,37«
Securities purchased under agreements to | 5,891 5,891 37,51 37,51
Securities available for sa 186,17¢ 186,17¢ 230,89: 230,89:
Loans receivable, n 388,76: 386,07¢ 440,19( 434,52
Loans held for sal 50¢ 514 30€ 30€
FHLB and FRB stocl 5,76¢ 5,76¢ 8,281 8,281
Accrued interest receivab 4,37¢ 4,37¢ 4,241 4,241
Financial liabilities

Noninterest bearing demand depo 189,50¢ 189,50¢ 102,43! 102,43!
Interest bearing demand deposits, savings, and yrnoaekets 159,98t 159,98t 170,48« 170,48«
Certificates of depos 216,21° 214,78¢ 268,12: 265,82¢

Total deposit: 565,71: 564,28( 541,04: 538,74
Advances from FHLE 99,56¢ 101,18¢ 159,70! 160,67!
Securities sold under agreements to repurc 15,17¢ 15,06¢ 20,50 20,34(
Subordinated debentur 9,831 10,03t 9,80( 10,33¢
Accrued interest payab 972 972 942 942

Off-balanc-sheet instruments, loan commitme — — — —
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The following sets forth the methods and assumptiged in determining the fair value estimatesferCompany’s financial instruments at
September 30, 2006 and 2005.

CASH AND CASH EQUIVALENTS

The carrying amount of cash and short-term investais assumed to approximate the fair value.
SECURITIES PURCHASED UNDER AGREEMENT TO RESELL

The carrying amount of securities purchased ungereanent to resell is assumed to approximate thedhue.
SECURITIES AVAILABLE FOR SALE

To the extend available, quoted market prices atedl@uotes were used to determine the fair valsecurities available for sale. For those
securities which are thinly traded, or for whichrked data was not available, management estimateespusing other available data. The
amount of securities for which prices were not dé is not material to the portfolio as a whole.

LOANS RECEIVABLE, NET

The fair value of loans was estimated by discogntire future cash flows using the current rateghath similar loans would be made to
borrowers with similar credit ratings and for sianitemaining maturities. When using the discountireghod to determine fair value, loans
were gathered by homogeneous groups with simitard@nd conditions and discounted at a targetatatghich similar loans would be made
to borrowers as of September 30, 2006 and 200&ddition, when computing the estimated fair valuedl loans, allowances for loan losses
have been subtracted from the calculated fair vilueonsideration of credit quality.

LOANS HELD FOR SALE

Fair values are based on quoted market pricesmlasiloans sold on the secondary market.

FHLB AND FEDERAL RESERVE STOCK

The fair value of such stock approximates book &aimce the Company is able to redeem this stopkratalue.
ACCRUED INTEREST RECEIVABLE

The carrying amount of accrued interest receivabéssumed to approximate the fair value.

DEPOSITS

The carrying values of non-interest bearing chegkieposits, interest bearing checking depositingayand money markets is assumed to
approximate fair value, since such deposits aredtiately withdrawable without penalty. The fairwalof time certificates of deposit was
estimated by discounting expected future cash floythe current rates offered as of September @06 2nd 2005 on certificates of deposit
with similar remaining maturities.

In accordance with SFAS No. 107, no vddas been assigned to the Company’s l@mgy relationships with its deposit customers (i
value of deposits intangible) since such intangibleot a financial instrument as defined under SF¥o. 107.

ADVANCES FROM FHLB

The fair value of such advances was estimated dnoditing the expected future cash flows usingetuiinterest rates as of September 30,
2006 and 2005 for advances with similar terms @naaining maturities.

SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE AND SUBORDINATED DEBENTURES

The fair value of these instruments was estimayediscounting the expected future cash flows usi@gved interest rates approximating
market as of September 30, 2006 and 2005 overmthigactual maturity of such borrowing



ACCRUED INTEREST PAYABLE
The carrying amount of accrued interest payabdsssmed to approximate the fair value.
LOAN COMMITMENTS

The commitments to originate and purchase loans texms that are consistent with current marketgeAccordingly, the Company
estimates that the fair values of these commitmarsot significant.

LIMITATIONS

It must be noted that fair value estimates are naa@despecific point in time, based on relevantkaginformation about the financial
instrument. Additionally, fair value estimates esed on existing on- and off-balance-sheet firsuastruments without attempting to
estimate the value of anticipated future businesstomer relationships and the value of assetdianitities that are not considered financial
instruments. These estimates do not reflect anyipira or discount that could result from offering tBompany’s entire holdings of a
particular financial instrument for sale at onedirfrurthermore, since no market exists for ceithe Company’s financial instruments, fair
value estimates may be based on judgments regdiding expected loss experience, current econoomditions, risk characteristics of
various financial instruments and other factorseSéhestimates are subjective in nature and inwoieertainties and matters of significant
judgment and therefore cannot be determined witlgla level of precision. Changes in assumptionselsas tax considerations cot
significantly affect the estimates. Accordinglysbkd on the limitations described above, the agedga value estimates are not intended to
represent the underlying value of the Company ithrelea going concern or a liquidation basis.
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John Hagy
Vice President, Chief Risk Officer and General Csain

Barb Koopman
Vice President of Operations
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INVESTOR INFORMATION
Annual Meeting of Shareholders

The Annual Meeting of Shareholders will convené:@80 pm on Monday, January 22, 2007. The meetifigoeiheld in the Board Room of
MetaBank, 121 East Fifth Street, Storm Lake, loMather information with regard to this meeting tenfound in the proxy statement.

General Counsel

Mack, Hansen, Gadd, Armstrong & Brown, P.C.
316 East Sixth Street

P.O. Box 278

Storm Lake, lowa 50588

Special Counsel

Katten Muchin Rosenman LLP
1025 Thomas Jefferson Street NW
East Lobby, Suite 700
Washington, D.C. 20007-5201

Independent Auditors

McGladrey & Pullen LLP
400 Locust Street, Suite 640
Des Moines, lowa 50309-2372

Shareholder Services and Investor Relations

Shareholders desiring to change the name, addnesgnership of stock; to report lost certificatesto consolidate accounts, should contact
the corporation’s transfer agent:

Registrar & Transfer Company
10 Commerce Drive

Cranford, New Jersey 07016
Telephone: 800.368.5948
Email: invrelations@rtco.com
Web site: www.rtco.com

Form 10-K

Copies of the Company’s Annual Report on Form 1faikthe year ended September 30, 2006 (excludihgh@s thereto) may be obtained
without charge by contacting:

Investor Relations

Meta Financial Group

MetaBank Building

121 East Fifth Street

P.O. Box 1307

Storm Lake, lowa 50588
Telephone: 712.732.4117

Email: invrelations@metacash.com
Web site: www.metacash.com

DIVIDEND AND STOCK MARKET INFORMATION

Meta Financial Group’s common stock trades on tASNAQ Global MarkefM under the symbol “CASH.” Thevall Street Journal
publishes daily trading information for the stoalder the abbreviation, “MetaFnl,” in the NationahMet Listing. Quarterly dividends for
2005 and 2006 were $0.13. The price range of theman stock, as reported on the Nasdaq System, sviadl@ws:

FISCAL YEAR 2006 FISCAL YEAR 2005
LOW HIGH LOW HIGH



FIRST QUARTER $18.58 $ 23.00 $22.50 $26.0

SECOND QUARTER 19.0¢ 28.1( 22.2¢ 24.4¢
THIRD QUARTER 21.01 23.1¢ 18.1¢ 24.0¢
FOURTH QUARTER 22.32 25.7: 16.51 19.8¢

Prices disclose inter-dealer quotations withowilebark-up, mark-down or commissions, and do remassarily represent actual transactions.

Dividend payment decisions are made wathsideration of a variety of factors includingréags, financial condition, market
considerations, and regulatory restrictions. Retsrs on dividend payments are described in Nbtefthe Notes to Consolidated Financial
Statements included in this Annual Report.

As of September 30, 2006, Meta FinarGiaup had 2,526,034 shares of common stock outsigyndhich were held by 237
shareholders of record, and 386,425 shares subjecitstanding options. The shareholders of renardber does not reflect approximately
500 persons or entities who hold their stock in ime@®@ or “street” name.

The following securities firms indicatétey were acting as market makers for Meta Find@iaup stock as of September 30, 2006:
Archipelago Stock Exchange; Automated Trading D&HRrade Services LLC; Boston Stock Exchange; @it&krivatives Group LLC;
Citigroup Global Markets Inc.; E*Trade Capital Matk LLC; Friedman, Billings, Ramsey & Co., Inc.;NFFinancial Securities Corp; FTN
Midwest Research Securities Corp.; Hill, Thompddagid and Co.; Howe Barnes Investments; Knight BoMiarkets, L.P.; Nasdaq
Execution Services LLC; National Stock Exchangeydber O’Neill & Partners; and UBS Securities LLC.
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MetaBank &

METABANK
NORTHWEST IOWA MARKET

STORM LAKE MAIN OFFICE
121 East Fifth Stree¢

P.O. Box 1307

Storm Lake, lowa 5058
712.732.411°

800.792.681!

712.732.8122 fa

Storm Lake Plaz

1413 North Lake Avenu
P.O. Box 1307

Storm Lake, lowa 5058
712.732.665!
712.732.7924 fa

Lake View

419 Main Stree

P.O. Box 64¢

Lake View, lowa 5145
712.657.272:
712.657.2896 fa

Laurens

104 North Third Stree
Laurens, lowa 5055
712.841.258t¢
712.841.2029 fa

Odebolt

219 South Main Stret
P.O. Box 46¢
Odebolt, lowa 5145
712.668.488:
712.668.4882 fa

Sac City

518 Audubon Stree
P.O. Box €

Sac City, lowa 5058
712.662.719!
712.662.7196 fa

METABANK
BROOKINGS MARKET

BROOKINGS MAIN OFFICE
600 Main Avenue

P.O. Box 9¢

Brookings, South Dakota 570
605.692.231:

800.842.745:

605.692.7059 fa

METABANK
CENTRAL IOWA MARKET

CENTRAL IOWA MAIN OFFICE
4848 86th Stree

Urbandale, lowa 5032
515.309.980(

515.309.9801 fa

Highland Parl



3624 Sixth Avenut

Des Moines, lowa 5031
515.288.486¢
515.288.3104 fa

Ingersoll

3401 Ingersoll Avenu
Des Moines, lowa 5031
515.274.967:
515.274.9675 fa

Jordan Cree

270 South 68th Stre

West Des Moines, lowa 502t
515.223.044(

515.223.0439 fa

West Des Moine

3448 Westown Parkwe
West Des Moines, lowa 502t
515.226.847:

515.226.8475 fa

METABANK
SIOUX EMPIRE MARKET

SIOUX FALLS MAIN OFFICE
4900 South Western Aven
P.O. Box 52(

Sioux Falls, South Dakota 571
605.338.005¢

605.338.0155 fa

North Minnesot:

1600 North Minnesota Avent
P.O. Box 52(

Sioux Falls, South Dakota 571
605.338.347(

605.338.3471 fa

South Minnesot;

2500 South Minnesota Aveni
P.O. Box 52(

Sioux Falls, South Dakota 571
605.977.750(

605.977.7501 fa

West 12th Stree

2104 West 12th Stre

P.O. Box 52(

Sioux Falls, South Dakota 571
605.336.890(

605.336.8901 fa

MPS and Administrative Offic
101 West 69th Street, Suite 1
P.O. Box 52(

Sioux Falls, South Dakota 571
605.338.077-

605.338.0596 fa

METABANK
WEST CENTRAL

WEST CENTRAL MAIN OFFICE
615 South Divisior

P.O. Box 60¢

Stuart, lowa 5025

515.523.220:

800.523.800:



515.523.2460 fa

Casey

101 East Loga
P.O. Box 97
Casey, lowa 5004
641.746.336t
800.746.336°
641.746.2828 fa

Menlo

501 Sherma

P.O. Box 3¢
Menlo, lowa 5016
641.524.452:

META PAYMENT SYSTEMS
4900 South Western Avenue
P.O. Box 520

Sioux Falls, South Dakota 57101
605.275.9555

800.550.6382

605.782.1701 fax

metapay.com

Meta®

META TRUST

4900 South Western Avenue
Sioux Falls, South Dakota 57101
605.782.1780

605.338.0155 fax

Bl Lk m - .
iy

Daeteft @ % k2 Yo

Uriinfdiam

syt e :inumhu
e U ity A vt

metabankonline.com
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Meta®

Financial Groop’

MetaBank Building

121 East Fifth Street
P.O. Box 1307

Storm Lake, lowa 50588
metacash.com

Invest in us. Bank with us.
Enjoy the journey.




EXHIBIT 21

SUBSIDIARIES OF THE REGISTRANT

State of
Percentage of Incorporation or
Parent Subsidiary Ownership Organization
Meta Financia MetaBank 10C% Federal
Group, Inc.
Meta Financia MetaBank WC 100% lowa
Group, Inc.
Meta Financia First Midwest Financia 10C% Delaware
Group, Inc. Capital Trust |
Meta Financia Meta Trusi 100% South Dakot:
Group, Inc. Company
MetaBank First Services Financi 10C% lowa
Limited
First Service: Brookings Servict 10C% South Dakott
Financial Limited Corporatior

The financial statements of Meta Financial Groug, re consolidated with those of its subsidiagssept First Midwest Financ
Capital Trust I.



EXHIBIT 23
CONSENT OF MCGLADREY & PULLEN, LLP

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
Meta Financial Group, Inc.
Storm Lake, lowa

We consent to the incorporation by reference inMie¢a Financial Group, Inc. Registration Statememt$-orm S8 of Meta Financial Grou
Inc., pertaining to the Meta Financial Group, 16895 Stock Option and Incentive Plan and the Métart€ial Group, Inc. 2002 Omnik
Incentive Plan, of our report dated November 2)&0elating to our audit of the consolidated ficiah statements, which appears in
annual report on Form 10-K of Meta Financial Gromg, and subsidiaries for the year ended Septe8te2006.

/s/ McGladrey & Pullen, LLP
McGladrey & Pullen, LLP

Des Moines, lowa
December 20 , 2006



Exhibit 31.1

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

I, J. Tyler Haahr, certify that:
1. | have reviewed this annual report on Form 16fKleta Financial Group, Inc.;

2. Based on my knowledge, this report does notadorgny untrue statement of a material fact or dmistate a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, nt#adisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statemeanis, other financial information included in thisport, fairly present in all mater
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this annual report;

4. The registran$ other certifying officers and | are responsildedstablishing and maintaining disclosure contanid procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

a) Designed such disclosure controls and procedoresaused such disclosure controls and proceduarég designed under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known tc
by others within those entities, particularly dgritie period in which this report is being prepared

b) Evaluated the effectiveness of the registgadisclosure controls and procedures and presémtids report our conclusions ab
the effectiveness of the disclosure and procedasesf the end of the period covered by this repased on such evaluation; and

c) Disclosed in this report any change in the tegid’s internal control over financial reporting thattoored during the registre
issuer’'s most recent fiscal quarter (the registeafaturth fiscal quarter in the case of an annyadre that as materially affected, o
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrans other certifying officers and | have disclosedsdd on our most recent evaluation of internal robrdver financie
reporting, to the registrant's auditors and theitaadmmittee of the registramst’board of directors (or persons performing theivedent
function):

a) All significant deficiencies and material weagees in the design or operation of internal costoser financial reporting whi
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

b) Any fraud, whether or not material, that invalvmanagement or other employees who have a sigmifiole in the registrargt’
internal control over financial reporting.

Date: Decembe20, 2006
/sl J. Tyler Haahr
Chief Executive Officer




Exhibit 31.2

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

I, Jonathan M. Gaiser, certify that:
1. I have reviewed this annual report on Form 16fKieta Financial Group, Inc.;

2. Based on my knowledge, this report does notadorgny untrue statement of a material fact or dmistate a material fact necessar
make the statements made, in light of the circuntgts: under which such statements were made, nt#adisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statemeanis, other financial information included in thisport, fairly present in all mater
respects the financial condition, results of operatand cash flows registrant as of, and forpérgods presented in this annual report;

4. The registran$ other certifying officers and | are responsildedstablishing and maintaining disclosure contanid procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e)}Heregistrant and have:

a) Designed such disclosure controls and procedoresaused such disclosure controls and proceduarég designed under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known tc
by others within those entities, particularly dgrihe period in which this report is being prepared

b) Evaluated the effectiveness of the registgadisclosure controls and procedures and pres@mtéds report our conclusions ab
the effectiveness of the disclosure and procedasesf the end of the period covered by this repased on such evaluation; and

c) Disclosed in this report any change in the tegig’s internal control over financial reportinigat occurred during the registrant’
most recent fiscal quarter (the registranfourth fiscal quarter in the case of an annupbrg that as materially affected, ol
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrans other certifying officers and | have disclosedsdd on our most recent evaluation of internal robrdver financie
reporting, to the registrant’s auditors and theitaodmmittee of the registrarst’'board of directors (or persons performing theivaden!
function):

a) All significant deficiencies and material weagees in the design or operation of internal costoser financial reporting whi
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

b) Any fraud, whether or not material, that invalwvmanagement or other employees who have a sigmifiole in the registrargt
internal control over financial reporting.

Date: Decembe20, 2006
/s/ Jonathan M. Gaiser
Chief Financial Officer




Exhibit 32.1

CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Meta Finah&Group, Inc. (the “Company”) on Form XOfor the year ended September 30, 200
filed with the Securities and Exchange Commissianttee date of this Certification (the “Reportl),J. Tyler Haahr, the Chief Execut
Officer of the Company, certify, pursuant to 18 ILSSection 1350, as adopted pursuant to Sectiérofthe Sarbane®xley Act of 200z
that:

1) the Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof 1934; anc

2 the information contained in the Report fairly mmets, in all material respects, the financial ctadi and result ¢
operations of the Compan

By: /s/ J. Tyler Haahr
Name: J. Tyler Haat
Chief Executive Officer
December 20 , 2006



Exhibit 32.2

CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Meta Finah&Group, Inc. (the “Company”) on Form XOfor the year ended September 30, 200
filed with the Securities and Exchange Commissiorttee date of this Certification (the “Reportl) Jonathan M. Gaiser, the Chief Finan
Officer of the Company, certify, pursuant to 18 ILSSection 1350, as adopted pursuant to Sectiérofthe Sarbane®xley Act of 200z
that:

Q) the Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof 1934; anc

2 the information contained in the Report fairly mmets, in all material respects, the financial ctadi and result ¢
operations of the Compan

By: /s/ Jonathan M. Gaiser
Name: Jonathan M. Gais
Chief Financial Officer
December 20, 2006



