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PART I - FINANCIAL INFORMATION

Iltem 1. Financial Statemen
META FINANCIAL GROUP, INC.
AND SUBSIDIARIES
Condensed Consolidated Statements of Financial Coitidn (Unaudited)
(Dollars in Thousands, Except Share and Per Shar&) D
December September

ASSETS 31,2013 30, 2013
Cash and cash equivale $ 31,86 $ 40,06
Investment securities available for s 364,94. 299,82:
Mortgagebacked securities available for s 605,38 581,37:
Investment securities held to matut 217,85¢ 211,09¢
Mortgagebacked securities held to matur 75,21( 76,92
L%%nszcr)eltgewable - net of allowance for loan lossfe®4,258 at December 31, 2013 and $3,930 at Sibyate 402,47 380,421
Federal Home Loan Bank Stock, at ¢ 11,79« 9,99/
Accrued interest receivab 9,66: 8,58:
Insurance receivab 40C 40C
Premises, furniture, and equipment, 17,26¢ 17,66«
Bank-owned life insuranc 34,61¢ 33,83(
Foreclosed real estate and repossessed 11€ 11€
Intangible asset 2,42 2,33¢
Prepaid asse 9,812 8,53¢
Deferred taxe 17,12( 14,297
MPS accounts receivak 3,87¢ 3,701
Assets held for sal 1,12( 1,12(
Other assets 1,00¢ 1,691

Total assets $ 1,806,95 $ 1,691,98
LIABILITIES AND STOCKHOLDERS' EQUITY
LIABILITIES
Non-interes-bearing checkin $ 1,177,931 $ 1,086,25
Interes-bearing checkini 32,39¢ 31,18
Savings deposil 26,27 26,22¢
Money market deposi 39,04 40,01¢
Time certificates of deposit 105,47¢ 131,59¢

Total deposits 1,381,13. 1,315,28.
Advances from Federal Home Loan Be 7,00( 7,00(
Federal funds purchas 235,00( 190,00(
Securities sold under agreements to repurc 15,24¢ 9,14¢
Subordinated debentur 10,31( 10,31(
Accrued interest payab 25( 291
Contingent liability 331 331
Accrued expenses and other liabilities 15,04¢ 16,64«

Total liabilities 1,664,32! 1,549,00!
STOCKHOLDERS’ EQUITY
Preferred stock, 3,000,000 shares authorized, aw@shssued or outstanding at December 31, 2013 and

September 30, 2013, respectively Common stock, [fad¥alue; 10,000,000 shares authorized,6,134,:

and 6,132,744 shares issued, 6,089,986 and 6,0V 8i@Bes outstandingat December 31, 2013 and

September 30, 2013, respectiv 61 61
Additional paic-in capital 93,31¢ 92,96:
Retained earning 74,47¢ 71,26¢
Accumulated other comprehensive income (li (24,497 (20,28%)
Treasury stock, 44,375 and 62,090 common sharessgtat December 31, 2013 and September 30, 20

respectively (727) (1,029

Total stockholders’ equity 142,63! 142,98

Total liabilities and stockholders’ equity $ 1,806,95 $ 1,691,98




See Notes to Condensed Consolidated FinancialniStats.
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META FINANCIAL GROUP, INC.
AND SUBSIDIARIES
Condensed Consolidated Statements of Operations (duadited)
(Dollars in Thousands, Except Share and Per Shar&) D

Three Months Ended
December 31

2013 2012

Interest and dividend incom
Loans receivable, including fe $ 4471 $ 4,12
Mortgage-backed securitie 3,68: 2,93¢
Other investments 3,00¢ 2,56¢
11,16: 9,63(

Interest expenst

Deposits 273 42~
FHLB advances and other borrowings 37¢€ 40¢
64¢ 83<
Net interest income 10,51 8,791
Provision (recovery) for loan losses - -
Net interest income after provision for loan losse 10,51: 8,791

Non-interest income
Card fees 12,89: 11,53¢
Gain (loss) on sale of securities available foe saét (Includes ($1) reclassified from accumulatiabr
comprehensive income for net gains on availablesdée securities for the three months ended Dece

31, 2013] 1) 1,65¢
Bank-owned life insuranc 28¢ 12&
Loan fees 207 26¢
Deposit fee: 157 16¢
Gain (loss) on foreclosed real est 3 (400
Other income 39 59

Total non-interest income 13,58 13,41(

Nonr-interest expenst

Compensation and benef 8,951 8,271
Card processin 4,24¢ 3,68¢
Occupancy and equipme 2,051 2,021
Legal and consultin 1,38: 92(
Data processin 334 32(
Marketing 22C 27C
Other expense 1,871 2,58¢

Total non-interest expense 19,06 18,07¢

Income before income tax expens 5,03¢ 4,12¢

Income tax expense (Includes $0 income tax expertdassified from accumulated other comprehensive

income for the three months ended December 31,)2013 1,037 1,004
Net income $ 4,00z $ 3,12¢
Earnings per common share

Basic $ 0.66 $ 0.57

Diluted $ 0.6t $ 0.51%

See Notes to Condensed Consolidated Financialnstats.
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META FINANCIAL GROUP, INC.
AND SUBSIDIARIES
Condensed Consolidated Statements of Comprehensiveeome (Loss) (Unaudited)
(Dollars in Thousands)

Three Months Ended
December 31

2013 2012

Net income $ 4,00z $ 3,12¢
Other comprehensive income (los

Change in net unrealized gain (loss)on secut (6,547 (3,149

Losses (gains) realized in net income 1 (1,659

(6,540 (4,799

Deferred income tax effect (2,3372) (1,835

Total other comprehensive income (loss) (4,208 (2,962

Total comprehensive income (loss) $ (206) $ 162

See Notes to Condensed Consolidated Financialnstats.
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META FINANCIAL GROUP, INC.
AND SUBSIDIARIES

Condensed Consolidated Statements of Changes in 8tholders' Equity (Unaudited)

For the Three Months Ended December 31, 2013 and 2P

(Dollars in Thousands, Except Share and Per Shar&) D

Accumulated

Additional Other Total
Common Paid-in Retained Comprehensive Treasury Stockholder¢
Stock Capital Earnings Income (Loss) Stock Equity

Balance, September 30, 20 $ 56 $ 78,76¢ $ 60,77¢ $ 8,51 $ (2,255 $ 145,85¢
Cash dividends declared on commor

stock ($.39 per shar - - (712) - - (712
Issuance of common shares from the

sales of equity securitie - (62 - - - (62
Issuance of 37,846 common shares 1

treasury stock due to issuance of

restricted stocl - 48 - - 693 741

Stock compensatic - 5 - - - 5
Net change in unrealized losses i ) ) )

securities, net of income tax (2,962 (2,962
Net income - - 3,12¢ - - 3,12¢
Balance, December 31, 2012 $ 56 $ 78,76( $ 63,18¢ $ 5551 $ (1,56 $ 145,99
Balance, September 30, 20 $ 61 $ 92,96: $ 71,26¢ $ (20,28°) $ (1,029 $ 142,98:
Cash dividends declared on commor

stock ($0.13 per shar - - (799 - - (797
Issuance of common shares from the i

sales of equity securitie - 47 - - 47
Issuance of common shares from

treasury stock due to exercise of st

options - 401 - - 29¢ 697

Stock compensatic - 2 - - - 2
Net change in unrealized losses i i i i

securities, net of income tax (4,209 (4,209
Net income - - 4,00z - - 4,00z
Balance, December 31, 2013 $ 61 $ 93,31¢ $ 74,47¢ $ (24,499 $ (727 $ 142,63¢

See Notes to Condensed Consolidated Financialnstats.
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META FINANCIAL GROUP, INC.
AND SUBSIDIARIES

Condensed Consolidated Statements of Cash Flows (&lrdited)

(Dollars in Thousands)

Three Months Ended December 3:

2013 2012
Cash flows from operating activities:
Net income $ 4,00z $ 3,12¢
Adjustments to reconcile net income to net caskigeal by (used in) operating activitie
Depreciation, amortization and accretion, 4,44¢ 5,057
Provision (recovery) for deferred tax (492) -
(Gain) loss on other asst (29 (7
(Gain) loss on sale of securities available foe saét 1 (1,659
Net change in accrued interest receivs (1,08)) (2,090
Net change in other assi (1,687 (257)
Net change in accrued interest paye (42) 41
Net change in accrued expenses and other liabilitie (1,599 (16,177
Net cash provided by (used in) operating activities 3,521 (112,956
Cash flows from investing activities:
Purchase of securities available for ¢ (122,27 (363,99))
Proceeds from sales of securities available fa& 4,59¢ 110,51¢
Proceeds from maturities and principal repaymehgecourities available for sa 19,90¢ 38,78:
Purchase of securities held to matu (7,410 -
Proceeds from securities held to matu 1,43( -
Purchase of bank owned life insural (500 (18,000
Loans purchase (250 (1,075
Net change in loans receival (21,800 10,79¢
Proceeds from sales of foreclosed real e: - 427
Federal Home Loan Bank stock purche (114,600 (116,90)
Federal Home Loan Bank stock redempti 112,80( 107,64t
Proceeds from the sale of premises and equip 39 5
Purchase of premises and equipn (477) (725)
Other, net - 1,83¢
Net cash provided by (used in) investing activitie (128,539 (230,689
Cash flows from financing activities:
Net change in checking, savings, and money maabslts 91,97 (47,756
Net change in time depos (26,120) (15,780)
Repayment of FHLB and other borrowir - 208,00(
Proceeds from federal funds purcha 45,00( -
Net change in securities sold under agreementptarchas: 6,10z (24,099
Cash dividends pai (797 (712
Stock compensatic 2 5
Proceeds from issuance of common stock 65C 67¢
Net cash provided by (used in) financing activitie 116,81! 130,33¢
Net change in cash and cash equivalen (8,19¢) (112,309
Cash and cash equivalents at beginning of period 40,06: 145,05:
Cash and cash equivalents at end of period $ 31,86 % 32,74¢
Supplemental disclosure of cash flow information
Cash paid during the period fc
Interest $ 69C $ 79z
Income taxe: 1,20t 3,31¢

See Notes to Condensed Consolidated Financialnistats.
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NOTE 1. BASIS OF PRESENTATION

The interim unaudited condensed consolidated filghstatements contained herein should be readnjuanction with the audited consolida
financial statements and accompanying notes t@dhsolidated financial statements for the fiscaryended September 30, 2013 include
Meta Financial Group, Inc.’s (“Meta Financial” dnet “Company”) Annual Report on Form ¥Ofiled with the Securities and Exchat
Commission (“SEC"on December 16, 2013. Accordingly, footnote disates which would substantially duplicate the disates containe
in the audited consolidated financial statemente Heeen omitted.

The financial information of the Company includestdin has been prepared in accordance with U.Srgiynaccepted accounting princif
(“GAAP”) for interim financial reporting and has & prepared pursuant to the rules and regulatmm®porting on Form 10-Q and Rule @0-
of Regulation SX. Such information reflects all adjustments (dstisg of normal recurring adjustments), that are,the opinion c
management, necessary for a fair presentatioredinncial position and results of operationstfa periods presented. The results of the
month period ended December 31, 2013, are not saglysindicative of the results expected for tle@ayending September 30, 2014.

NOTE 2. CREDIT DISCLOSURES

The allowance for loan losses represents manag&nestimate of probable loan losses which have lmeearred as of the date of !
consolidated financial statements. The allowancédan losses is increased by a provision for loases charged to expense and decreas
charge-offs (net of recoveries). Estimating tts& 0f loss and the amount of loss on any loan ées&arily subjective. Managemengeriodi
evaluation of the adequacy of the allowance is thasethe Companyg’ past loan loss experience, known and inhereks iis the portfolic
adverse situations that may affect the borrogvability to repay, the estimated value of any ulyitey collateral, and current econor
conditions. While management may periodically cdke portions of the allowance for specific probleen situations, the entire allowanc
available for any loan charge-offs that occur.

Loans are considered impaired if full principalioterest payments are not probable in accordantte ttve contractual loan terms. Impa
loans are carried at the present value of expdeittede cash flows discounted at the loaeffective interest rate or at the fair value It
collateral if the loan is collateral dependent.

The allowance consists of specific, general, arallocated components. The specific componentegltt impaired loans. For such loans
allowance is established when the discounted dasls f(or collateral value or observable market gyriof the impaired loan is lower than
carrying value of that loan. The general compomeners loans not considered impaired and is basdtstorical loss experience adjustec
qualitative factors. An unallocated component &ntained to cover uncertainties that could affeanagemens’ estimate of probable loss
The unallocated component of the allowance refléabts margin of imprecision inherent in the underyiassumptions used in
methodologies for estimating specific and genarsgés in the portfolio.

Smallerbalance homogenous loans are collectively evalued@npairment. Such loans include residentiedtfimortgage loans secured
one-tofour family residences, residential constructioans, and automobile, manufactured homes, homeyeguoit second mortgage loa
Commercial and agricultural loans and mortgagedaatured by other properties are evaluated ingkigl for impairment. When analysis
borrower operating results and financial conditiodicates that underlying cash flows of the borrdwdusiness are not adequate to me
debt service requirements, the loan is evaluatednipairment. Often this is associated with a geala shortfall in payments of 90 days
more. Nonaccrual loans and all troubled debt restructurargsconsidered impaired. Impaired loans, or postithereof, are charged off wt
deemed uncollectible.
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Loans receivable at December 31, 2013 and Septe3the013 are as follows:

December 31  September
2013 30, 2013

(Dollars in Thousands

One to four family residential mortgage lo¢ $ 92,20: $ 82,281
Commercial and mu-family real estate loar 204,24¢ 192,78t
Agricultural real estate loat 33,774 29,55:
Consumer loan 27,89t 30,31«
Commercial operating loal 18,29¢ 16,26/
Agricultural operating loans 31,00¢ 33,75(
Total Loans Receivabl 407,42: 384,95
Less:

Allowance for loan losse (4,25%) (3,930

Net deferred loan origination fees (68E) (595
Total Loans Receivable, Net $ 402,47¢  $ 380,42¢

Activity in the allowance for loan losses and baks of loans receivable by portfolio segment ferttiree month periods ended Decembe
2013 and 2012 is as follows:

Commercial
and Multi-
1-4 Family Family Real Agricultural Commercial Agricultural
Residentia Estate Real Estate Consumer Operating  Operating Unallocatec Total

Three Months Ended

December 31, 2013
Allowance for loan losses
Beginning balanc $ 33 % 1,937 $ 112 $ 74 $ 48 $ 267 $ 1,15¢ $ 3,93(

Provision (recovery) for

loan losse: 8 (713 12 (2 7 (19 707 -

Loan charge off: - - - - - - - -

Recoveries - 32¢ - - - - - 32¢
Ending balance $ 341 $ 155 $ 124 $ 72 % 56 $ 24¢ $ 1,865 $ 4,25¢
Ending balance:

individually evaluated fol

impairment 25 421 - - - - - 44€
Ending balance: collective

evaluated for impairmen 31€ 1,131 124 72 56 24¢ 1,86t 3,817
Total $ 341 $ 155 $ 124 $ 72 $ 56 $ 24¢ $ 1,865 $  4,25¢
Loans:
Ending balance:

individually evaluated fol

impairment 67¢ 8,41 - - 41 - - 9,13¢
Ending balance: collective

evaluated for impairmen 91,52« 195,82¢ 33,774 27,89t 18,25¢ 31,00¢ - 398,28!
Total $ 9220 $ 204,24t $ 33,774 $ 2789 $ 18,29¢ $ 31,00¢ $ - $ 407,42:

8
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Commercial
and Multi-
1-4 Family Family Real Agricultural Commercial Agricultural
Residentia Estate Real Estate Consumer Operating  Operating Unallocatec Total

Three Months Ended

December 31, 2012
Allowance for loan losses
Beginning balanc $ 19t $ 3,11 $ 19 3% 48 $ - % 61z $ 3,971

Provision (recovery) for

loan losse: (5) (23%) - - 1 18 221 -

Loan charge off: - (8) - - - - - (8)

Recoveries - - - - - - - -
Ending balance $ 18¢ $ 2,87C $ 1% 3% 50 $ 18 $ 833 $§ 3,960
Ending balance:

individually evaluated fol

impairment 1C 443% - - - - - 452
Ending balance: collective

evaluated for impairmen 17¢ 2,421 1 3 50 18 833 3,51(
Total $ 18¢ $ 2,87C $ 19 3% 50 $ 18 $ 83% $ 3,96t
Loans:
Ending balance:

individually evaluated fol

impairment 351 8,79¢ - - 16 - - 9,16t
Ending balance: collective

evaluated for impairmen 55,61: 168,08t 23,44¢ 30,73¢ 13,55! 20,92¢ - 312,36(
Total $ 5596+ $ 176,88¢ $ 23,44¢ $ 30,73¢ $ 13,56¢ $ 20,92¢ $ - $ 321,52¢

Federal regulations provide for the classificattdnoans and other assets such as debt and eautyises considered by our regulator,
Office of the Comptroller of the Currency (the “OQCto be of lesser quality as “substandard,” “dgul3 or “loss.” An asset is consider
“substandard’if it is inadequately protected by the current wetrth and paying capacity of the obligor or of twlateral pledged, if an
“Substandard” assets include those characterizetthdydistinct possibility” that the Bank will s@h “some loss'if the deficiencies are n
corrected. Assets classified as “doubtful” havefithe weaknesses inherent in those classifiebstandard,With the added characteristic t
the weaknesses present mageltection or liquidation in full, on the basis adirrently existing facts, conditions, and valueghly questionabl
and improbable.” Assets classified as “loss” dm@se considered “uncollectible” and of such littlue that their continuance as “bankable
assets is not warranted and thiais' not practical or desirable to defer writinff this basically worthless asset even though phrécovery ma
be effected in the future.”

General allowances represent loss allowances wiagk been established to recognize the inherdatssociated with lending activities,

which, unlike specific allowances, have not bedocaked to particular problem assets. When asmetclassified as “lossthe Bank i
required either to establish a specific allowarareldsses equal to 100% of that portion of the tasselassified or to chargef such amount
The Banks determinations as to the classification of ietsand the amount of its valuation allowancesabgect to review by its regulatc
authorities, who may order the establishment oftaniéhl general or specific loss allowances.

The Company recognizes that concentrations of tredy naturally occur and may take the form of rgdavolume of related loans to
individual, a specific industry, a geographic léeat or an occupation. Credit concentration israd, indirect, or contingent obligation t
has a common bond where the aggregate exposurés equexceeds a certain percentage of the Bafilér 1 Capital plus the Allowance
Loan Losses.
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The asset classification of loans at December @13 2nd September 30, 2013 are as follows:

December 31, 201:

Commercial
and Multi-
1-4 Family Family Real  Agricultural Commercial  Agricultural
Residential Estate Real Estate Consumer Operating Operating Total
Pass $ 91,59¢ $ 192,88t $ 30,57: $ 27,89 $ 18,11¢ $ 23,90¢ $ 384,97:
Watch 277 4,02¢ 3,20z - 177 1,85¢ 9,53¢
Special Mentior 84 3,19¢ - - - 5,24¢ 8,52:
Substandar 24t 4,14( - - - - 4,38t

Doubtful = = = s s s s
$ 92,20: $ 204,24t $ 33,77 $ 27,89 $ 18,29¢ $ 31,00¢ $ 407,42:

September 30, 201

Commercial
and Multi-
1-4 Family Family Real  Agricultural Commercial  Agricultural
Residential Estate Real Estate Consumer Operating Operating Total
Pass $ 81,71¢ $ 177,510 $ 26,22 $ 30,31 $ 16,25 $ 26,36: $ 358,38.
Watch 23¢ 7,791 3,32¢ - 13 1,69( 13,06:
Special Mentior 84 10z - - - 5,69¢ 5,88¢
Substandar 24t 7,38( - - - - 7,62¢

Doubtful - - - - - - -
$ 82,28 $ 192,78t $ 29,55 $ 30,31: $ 16,26¢ $ 33,75( $ 384,95:.

The loan classification and risk rating definiticare as follows:
Pass- A pass asset is of sufficient quality in &eafhrepayment, collateral and management to pdecduspecial mention or an adverse rating.

Watch-A watch asset is generally credit performing weltler current terms and conditions but with idealife weakness meriting additio
scrutiny and corrective measures. Watch is nagalatory classification but can be used to desggaasets that are exhibiting one or r
weaknesses that deserve management’s attentiamse Hssets are of better quality than special oreasisets.

Special Mention- Special mention assets are credits potential weaknesses deserving managemetise attention and if left uncorrec
may result in deterioration of the repayment progpéor the asset. Special mention assets aradwrsely classified and do not expos
institution to sufficient risk to warrant adverdassification. Special mention is a temporaryustatith aggressive credit management req
to garner adequate progress and move to watclgbehi

The adverse classifications are as follows:

SubstandardA substandard asset is inadequately protectedéogehworth and/or repayment ability or by a wealkateral position. Assets
classified will have wellHefined weaknesses creating a distinct possilitigyBank will sustain some loss if the weaknessesat correctec
Loss potential does not have to exist for an asskee¢ classified as substandard.

10
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Doubtful- A doubtful asset has weaknesses similar to thassifled substandard, with the degree of weaknessirg the likely loss of sor
principal in any reasonable collection effort. Dagpending factors the asset’s classificatiornas Is not yet appropriate.

Loss- A loss asset is considered uncollectible ainduch little value that the asset's continuannettee Bank$ balance sheet is no lon
warranted. This classification does not necegsardan an asset has no recovery or salvage vauméeroom for future collection efforts.

One- to Four-Family Residential Mortgage Lending One- to foufamily residential mortgage loan originations arengrated by tt
Company’s marketing efforts, its present customeralk-in customers and referrals. The Companyreffixedrate and adjustable ri
mortgage (“ARM") loans for both permanent structueand those under construction. The Company’s wnfsurfamily residential mortgag
originations are secured primarily by propertiesated in its primary market area and surroundiegsk

The Company originates one- to four-family residg@nnortgage loans with terms up to a maximum ofy88rs and with loan-tealue ratio
up to 100% of the lesser of the appraised valuth@fsecurity property or the contract price. Th@mmPany generally requires that priv

mortgage insurance be obtained in an amount serfitidb reduce the Company’s exposure to at or b&h@w80% loanto-value level, unles

the loan is insured by the Federal Housing Admiai&in, guaranteed by Veterans Affairs or guarahteethe Rural Housing Administratio
Residential loans generally do not include prepaympenalties.

The Company currently offers one, three, five, seaad ten year ARM loans. These loans have a fiatl for the stated period a
thereafter, such loans adjust annually. Theseslgamerally provide for an annual cap of up to Basis points and a lifetime cap of 600 kb
points over the initial rate. As a consequencesifig an initial fixedrate and caps, the interest rates on these loapsiotde as rate sensit
as the Company’s cost of funds. The Compa®yRMs do not permit negative amortization of pifrad and are not convertible into a fixed |
loan. The Company’s delinquency experience oARM loans has generally been similar to its experéeon fixedrate residential loans. T
current low mortgage interest rate environment raa@M loans relatively unattractive and very few aurrently being originated.

Due to consumer demand, the Company also offeeslfixte mortgage loans with terms up to 30 years, mbsthich conform to secondz
market,i.e. , Fannie Mae, Ginnie Mae, and Freddie Mac standahdtgrest rates charged on these fixaid loans are competitively pric
according to market conditions.

In underwriting one- to four-family residential fesstate loans, the Company evaluates both theWweris ability to make monthly payme!
and the value of the property securing the loaropé@ties securing real estate loans made by thep@oy are appraised by indepen:
appraisers approved by the Board of Directors. Tlepany generally requires borrowers to obtainattorneys title opinion or titl
insurance, and fire and property insurance (indgdlood insurance, if necessary) in an amountlesst than the amount of the loan. |
estate loans originated by the Company generalyato a “due on saledlause allowing the Company to declare the unpaitipal balanc
due and payable upon the sale of the security prop&@he Company has not engaged in sub-primeleesial mortgage originations.

Commercial and Multi-Family Real Estate Lendindhe Company engages in commercial and nfattily real estate lending in its primi
market area and surrounding areas and, in ordeugplement its loan portfolio, has purchased whmd@ and participation interests in lo
from other financial institutions. The purchasedris and loan participation interests are geneseltyired by properties located in the Mid\
and West.

The Company’s commercial and mutimily real estate loan portfolio is secured priityaoy apartment buildings, office buildings, andtéls.
Commercial and multi-family real estate loans galigm@are underwritten with terms that do not exc2édyears, have loan-t@lue ratios of u
to 80% of the appraised value of the security prtyp@nd are typically secured by personal guaemtd the borrowers. The Company h
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 nunabalifferent indices. In underwriting these lsathe Company currently analyzes
financial condition of the borrower, the borrowsecredit history, and the reliability and predidli&p of the cash flow generated by the prop
securing the loan. Appraisals on properties sagucommercial real estate loans originated by tbengany are performed by indepent
appraisers.

11
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Commercial and multi-family real estate loans gahgipresent a higher level of risk than loans sedby one- to foufamily residences. TF
greater risk is due to several factors, includimg toncentration of principal in a limited numbé&daans and borrowers, the effect of gen
economic conditions on income producing proper@esl the increased difficulty of evaluating and maming these types of loar
Furthermore, the repayment of loans secured by ceial and multifamily real estate is typically dependent uponghecessful operation
the related real estate project. If the cash filasn the project is reduced (for example, if leages not obtained or renewed, or a bankrt
court modifies a lease term, or a major tenanhabie to fulfill its lease obligations), the borrexs ability to repay the loan may be impaired.

Agricultural Lending. The Company originates loans to finance the lmge of farmland, livestock, farm machinery andigment, sees
fertilizer and other farm-related products. Agtiawal operating loans are originated at eithemadjustable or fixedate of interest for up to
one year term or, in the case of livestock, upde.s8uch loans provide for payments of principad anterest at least annually or a lump
payment upon maturity if the original term is lélsan one year. Loans secured by agricultural nmechiare generally originated as fixeate
loans with terms of up to seven years.

Agricultural real estate loans are frequently ariged with adjustable rates of interest. Generaligh loans provide for a fixed rate of inte
for the first five to ten years, which then ballomnadjust annually thereafter. In addition, slams generally amortize over a period of 2
25 years. Fixedate agricultural real estate loans generally hamms up to ten years. Agricultural real estan$oare generally limited
75% of the value of the property securing the loan.

Agricultural lending affords the Company the oppaity to earn yields higher than those obtainabl®we- to fourfamily residential lendinc
Agricultural lending involves a greater degree igk than one- to foufamily residential mortgage loans because of tipéclly larger loa
amount. In addition, payments on loans are dep#ralethe successful operation or management dfatine property securing the loan or
which an operating loan is utilized. The succdg¢b®loan may also be affected by many factorsidatthe control of the borrower.

Weather presents one of the greatest risks as drailight, floods, or other conditions, can sevel#hit crop yields and thus impair lo
repayments and the value of the underlying coléteThis risk can be reduced by the farmer witradety of insurance coverages which
help to ensure loan repayment. Government suppagrams and the Company generally require thahdes procure crop insurar
coverage. Grain and livestock prices also preaeisk as prices may decline prior to sale reggliina failure to cover production costs. Tt
risks may be reduced by the farmer with the usdutfres contracts or options to mitigate price .riskhe Company frequently requi
borrowers to use futures contracts or options doice price risk and help ensure loan repaymenbthen risk is the uncertainty of governrr
programs and other regulations. During period®wfcommodity prices, the income from governmermtgpams can be a significant sourc
cash for the borrower to make loan payments, atigege programs are discontinued or significartignged, cash flow problems or defa
could result. Finally, many farms are dependena dimited number of key individuals upon whoseugjor death may result in an inability
successfully operate the farm.

Consumer Lending — Retail Bankrhe Company, through the auspices of its “R&aitk” (generally referring to the Compasydperations |
our four market areas discussed above), origirmtesiety of secured consumer loans, including hemety, home improvement, automok
boat and loans secured by savings deposits. liti@ddhe Retail Bank offers other secured andeansed consumer loans. The Retail E
currently originates most of its consumer loangsmprimary market area and surrounding areas.
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The largest component of the Retail Bank’s consulwem portfolio consists of home equity loans ainéd of credit. Substantially all of th
Retail Banks home equity loans and lines of credit are secliyesecond mortgages on principal residences. REtail Bank will lend amoun
which, together with all prior liens, may be up9@% of the appraised value of the property secutiegoan. Home equity loans and line
credit generally have maximum terms of five years.

The Retail Bank primarily originates automobile isaon a direct basis. Direct loans are loans maten the Retail Bank extends cr
directly to the borrower, as opposed to indireenks which are made when the Retail Bank purchas@ascontracts, often at a discount, fi
automobile dealers which have extended credit éo tustomers. The Bark'automobile loans typically are originated at dixpterest rate
with terms up to 60 months for new and used vesicleoans secured by automobiles are generallynatigd for up to 80% of the N.A.D.
book value of the automobile securing the loan.

Consumer loan terms vary according to the type ealde of collateral, length of contract and creditiiiness of the borrower. T
underwriting standards employed by the Bank forscamer loans include an application, a determinatiothe applicans payment history ¢
other debts and an assessment of ability to mastirex obligations and payments on the proposed.lo&lthough creditworthiness of t
applicant is a primary consideration, the undemgitprocess also includes a comparison of the vafube security, if any, in relation to 1
proposed loan amount.

Consumer loans may entail greater credit risk tlegidential mortgage loans, particularly in theecaSconsumer loans which are unsecure
are secured by rapidly depreciable assets, sud@snobiles or recreational equipment. In suctegaany repossessed collateral f
defaulted consumer loan may not provide an adeqmatee of repayment of the outstanding loan balasca result of the greater likelihoor
damage, loss or depreciation. In addition, consuoen collections are dependent on the borrosvedntinuing financial stability, and tf
more likely to be affected by adverse personaluoimstances. Furthermore, the application of varifageral and state laws, includ
bankruptcy and insolvency laws, may limit the antoumhich can be recovered on such loans.

Consumer Lending- Meta Payment SystémMPS”). MPS offers portfolio lending on a nationwidadis. MPS has a loan commiti
consisting of members of Executive Management.s Tdommittee, known as the MPS Credit Committeechiarged with monitorin
evaluating, and reporting portfolio performance #mel overall credit risk posed by its credit produ@ll proposed credit programs must 1
be reviewed and approved by the committee beforh puograms are presented to the Barkbard of Directors for approval. The Boar
Directors of the Bank is ultimately responsible fioal approval of any credit program and, under tdrms of a Consent Order, must seek
permission from the Bank’s primary federal reguldtooriginate new credit programs.

The Company believes that well-managed, nationwiddit programs can help meet legitimate creditiader prime and suprime borrower:
and affords the Company an opportunity to divertiy loan portfolio and minimize earnings exposiue to economic downturns. Therefi
subject to the Consent Order referenced above, 8#3kgns and administers certain credit programtsstiek to accomplish these objectives.

MPS strives to offer consumers innovative paymenotipcts, including credit products. Most credibgucts have fallen into the categon
portfolio lending. MPS continues to work on newesatative portfolio lending products striving tonge its core customer base and pro
unique and innovative lending solutions to the unkeal and undelpanked segment. This effort has been supporteedant enhancements
the MPS Credit Policy for Portfolio Lending Progmm

A Portfolio Credit Policy which has been approvedthe Board of Directors governs portfolio crediitiatives undertaken by MPS, wheri
the Company retains some or all receivables aridsren the borrower as the underlying source oayegent. Several portfolio lendi
programs also have a contractual provision thatireg the Bank to be indemnified for credit lostest meet or exceed predetermined le\
Such a program carries additional risks not commdalind in sponsorship programs, specifically fumgdiand credit risk. Therefore, M
strives to employ policies, procedures, and infaromasystems that it believes are commensurate thighadded risk and exposure. Our t
party relationship programs have been limited todtiparty relationships in existence at the time thirectives were issued, absent |
approval to engage in new relationships.
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The MPS Credit Committee is responsible for momitpridentifying and evaluating the credit concatitms attributable to MPS, to detern
the potential risk to the Bank. An evaluation ird#s the following:

« Arecommendation regarding additional controls ekt mitigate the concentration exposure.

« Alimitation or cap placed on the size of the carication.

« The potential necessity for increased capital anctedit reserves to cover the increased risk ahbgehe concentration(s).
o A strategy to reduce to acceptable levels thoseamdmation(s) that are determined to create unidieo the Bank.

Pursuant to the terms of its Consent Order, thekBatopted a new concentration policy including ewea risk analysis, monitoring &
management for its respective concentration limits.

Commercial Operating Lending The Company also originates commercial operatiags. Most of the Comparsy’commercial operatil
loans have been extended to finance local andmablmsinesses and include sherm loans to finance machinery and equipment @set
inventory and accounts receivable. Commercialdaso involve the extension of revolving credit docombination of equipment acquisiti
and working capital in expanding companies.

The maximum term for loans extended on machinedy egquipment is based on the projected useful ifsuch machinery and equipme
Generally, the maximum term on non-mortgage linesredit is one year. The loan-t@ue ratio on such loans and lines of credit gelfy
may not exceed 80% of the value of the collateealisng the loan. The Compasytommercial operating lending policy includes arétk
documentation and analysis of the borrower’s characapacity to repay the loan, the adequacy@btirrowers capital and collateral as w
as an evaluation of conditions affecting the boenwAnalysis of the borrowes’past, present and future cash flows is also aortant aspe
of the Companys current credit analysis. Nonetheless, such laembelieved to carry higher credit risk than moaditional lending activitie:

Unlike residential mortgage loans, which generahg made on the basis of the borroweability to make repayment from his or

employment and other income and which are secuyaédl property whose value tends to be more easitgrtainable, commercial opera
loans typically are made on the basis of the boertsability to make repayment from the cash fldwhe borrowers business. As a result,

availability of funds for the repayment of commaitcbperating loans may be substantially dependanthe success of the business i
(which, in turn, is likely to be dependent upon gemeral economic environment). The Compamgmmercial operating loans are usually
not always, secured by business assets and pergpasantees. However, the collateral securingadhes may depreciate over time, ma
difficult to appraise and may fluctuate in valueséd on the success of the business.

Generally, when a loan becomes delinquent 90 daysooe or when the collection of principal or irgst becomes doubtful, the Company
place the loan on a naecrual status and, as a result, previously accntedest income on the loan is reversed againseuincome. TF
loan will remain on a non-accrual status until lileen becomes current and has demonstrated a sésfa@niod of satisfactory performance.
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Past due loans at December 31, 2013 and Septei@®pb20B3 are as follows:

Greater
30-59 Days 60-89 Days Than 90 Total Past Non-Accrual  Total Loans

December 31, 201 Past Due Past Due Days Due Current Loans Receivable
Residential -4 Family $ 72 % - % - % 72 $ 91,84¢ $ 284 $ 92,20:
Commercial Real

Estate and Multi-

Family - - - - 203,92 31¢ 204,241
Agricultural Real

Estate - - - - 33,774 - 33,77+
Consume 31 5 4 40 27,85t - 27,89¢
Commercial Operatin - - - - 18,29( 6 18,29¢
Agricultural Operating - - - 31,00¢ - 31,00¢

Total $ 105 $ 5 % 4 3 11z $ 406,70 $ 60 $ 407,42:

Greater
30-59 Days 60-89 Days Than 90 Total Past Non-Accrual  Total Loans

September 30, 201 Past Due Past Due Days Due Current Loans Receivable
Residential -4 Family $ 53 $ - % 24t $ 29¢ $ 81,74 $ 24t $ 82,28’
Commercial Real

Estate and Multi-

Family 10z - 107 20¢ 192,15( 427 192,78!
Agricultural Real

Estate 1,16¢ - - 1,16¢ 28,38: - 29,55
Consume 28 21 13 63 30,25 - 30,31«
Commercial Operatin - - - - 16,257 7 16,26:
Agricultural Operating - - - - 33,75( - 33,75(

Total $ 1,35 $ 21 3 36 $ 1,73¢  $ 382,53! $ 67¢ $ 384,95.
Impaired loans at December 31, 2013 and Septenth@03 3 are as follows:

Unpaid
Recorded Principal Specific
Balance Balance Allowance

December 31, 201
Loans without a specific valuation allowar

Residential -4 Family $ 397 $ 397 $ =

Commercial Real Estate and M-Family 3,94¢ 3,94¢ -

Agricultural Real Estat - - -

Consume - - -

Commercial Operatin 41 56 -

Agricultural Operating - - -
Total $ 4,381 $ 4,40: $ >
Loans with a specific valuation allowan

Residential -4 Family $ 281 $ 281 $ 25

Commercial Real Estate and M-Family 4,46¢ 4,46¢ 421

Agricultural Real Estat - - -

Consume - - -

Commercial Operatin - - -

Agricultural Operating - - -
Total $ 4,74¢  $ 4,74¢ % 44€
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Unpaid
Recorded Principal Specific
Balance Balance Allowance
September 30, 2013
Loans without a specific valuation allowar
Residential -4 Family $ 35¢ % 35¢ $ =
Commercial Real Estate and M-Family 4,52 4,53¢ -
Agricultural Real Estat - - -
Consume - - -
Commercial Operatin 45 60 -
Agricultural Operating - - -
Total $ 4931 $ 495/ $ =
Loans with a specific valuation allowan
Residential -4 Family $ 28z % 282 $ 25
Commercial Real Estate and M-Family 2,107 2,107 404
Agricultural Real Estat - - -
Consume - - -
Commercial Operatin - - -
Agricultural Operating - - -
Total $ 2,38 % 2,38¢ % 42¢

The following table provides the average recoragegstment in impaired loans for the three montloplsrended December 31, 2013 and 2

Three Months Ended December 3:

2013 2012
Average Average

Recorded Recorded

Investment Investment
Residential -4 Family $ 65 $ 44€
Commercial Real Estate and M-Family 7,22¢ 8,96¢
Agricultural Real Estat - -
Consume - 1
Commercial Operatin 44 34
Agricultural Operating - -
Total $ 7,928 $ 9,45(

The Company'’s troubled debt restructurings (“TDR/ically involve forgiving a portion of interest @rincipal on existing loans or maki
loans at a rate materially less than current maraets. There were ndoans modified in a TDR during the three month @esi ende
December 31, 2013 and 2012 . Additionally, theezesmnoTDR loans for which there was a payment defaultrduthe three month peric
ended December 31, 2013 and 2012 that had beeriietbdiring the 12-month period prior to the defaul
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NOTE 3. ALLOWANCE FOR LOAN LOSSES

At December 31, 2013, the Compasigllowance for loan losses was $4.3 million, aease of $0.4 million from $3.9 million at Septen
30, 2013. During the three months ended Decembe?(L3, the Company did not record a provisionidan loss, as the Compasyanalysi
indicated the balance in the allowance for loasdsseflected probable losses in the loan portfolio

The allowance for loan losses represents manag&nestimate of probable loan losses which have lmeeairred as of the date of !
consolidated financial statements. The allowancddan losses is increased by a provision for loases charged to expense and decreas
charge-offs (net of recoveries). Estimating tis& 0f loss and the amount of loss on any loan ¢essarily subjective. Managemengeriodi
evaluation of the adequacy of the allowance is thasethe Companyg’ past loan loss experience, known and inhereks iis the portfolic
adverse situations that may affect the borrosvability to repay, the estimated value of any ulyitey collateral, and current econor
conditions. While management may periodically ke portions of the allowance for specific probllean situations, the entire allowanc
available for any loan charge-offs that occur.

The Company establishes its provision for loandesand evaluates the adequacy of its allowandedarlosses based upon a systematic
methodology consisting of a number of factors idilg, among others, historic loss experience, trezall level of classified assets, non-
performing loans, TDR loans, the composition ofdtn portfolio and the general economic environtwégthin which the Company and its
borrowers operate.

Management closely monitors economic developmeuits tregionally and nationwide, and considers tHiasers when assessing the adeq
of its allowance for loan losses. The economievdlmvn, which recently has shown some signs of agatontinues to strain the finan
condition of some borrowers. Management therefmrkeves that future losses in the residential fpliot may be somewhat higher tt
historical experience. It should be noted thaizaable portion of the Comparsytonsumer loan portfolio is secured by resideméial estate
Over the past three years, loss rates in the coniahend multifamily real estate market have remained moderstenagement believes tl
future losses in this portfolio may be somewhahhighan recent historical experience. Loss riatéise agricultural real estate and agricult
operating loan portfolios have been minimal in paest three years primarily due to higher commogiiges as well as above average yi
which have created positive economic conditionsnfiost farmers in our markets. Nonetheless, managesiill expects that future losse:
this portfolio, which have been very low, couldttigher than recent historical experience. Managerbelieves that various levels of droL
weather conditions within our markets have the i to negatively impact potential yields whiclowdd have a negative economic effec
our agricultural markets. In addition, managemuagiteves the continuing low growth environment nago negatively impact consumers
repayment capacities.

The allowance for loan losses established by MBBltefrom an estimation process that evaluatevaet characteristics of its credit portfolic
(s). MPS also considers other internal and extemaronmental factors such as changes in operatw personnel and economic events
may affect the adequacy of the allowance for credises. Adjustments to the allowance for loandssae recorded periodically based or
result of this estimation process. The exact nalagy to determine the allowance for loan lossesefich program will not be identical. E
program may have differing attributes including fstiactors as levels of risk, definitions of delirgqey and loss, inclusion/exclusion of cr
bureau criteria, roll rate migration dynamics, artider factors. Similarly, the additional capitafjuéed to offset the increased risk in subpi
lending activities may vary by credit program. Egcbgram is evaluated separately.

Management believes that, based on a detailedwefi¢he loan portfolio, historic loan losses, @ntreconomic conditions, the size of the
portfolio, and other factors, the current leveltloé allowance for loan losses at December 31, 28fl8cts an appropriate allowance age
probable losses from the loan portfolio. Althouble Company maintains its allowance for loan losdeslevel that it considers to be adeqt
investors and others are cautioned that there eandbassurance that future losses will not excestichated amounts, or that additic
provisions for loan losses will not be requiredfulure periods. In addition, the Company's deteatiom of the allowance for loan losse
subject to review by its regulatory agencies, th@Q0and the Federal Reserve, which can require steblkeshment of additional general
specific allowances.
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NOTE 4. EARNINGS PER COMMON SHARE (“EPS")

Basic EPS is based on the net income divided bymtighted average number of common shares outsigrdliring the period. Allocat
Employee Stock Ownership Plan (“ESORbares are considered outstanding for EPS calonfgtias they are committed to be rele¢
unallocated ESOP shares are not considered ouitsgandll ESOP shares were allocated as of DecerBhe2013 and September 30, 20
Diluted EPS shows the dilutive effect of additionammon shares issuable pursuant to stock opticreatents.

A reconciliation of net income and common stockreh@mounts used in the computation of basic andedil EPS for the three months er
December 31, 2013 and 2012 is presented below.

Three Months Ended December 31 201° 2012
(Dollars in Thousands, Except Share and Per Shat&)
Earnings
Net Income $ 4,002 $ 3,12¢
Basic EPS
Weighted average common shares outstan 6,078,45 5,462,15.
Less weighted average nonvested shares (4,247) -
Weighted average common shares outstanding 6,074,211 5,462,15.
Earnings Per Common Share
Basic $ 0.66 $ 0.57
Diluted EPS
Weighted average common shares outstanding foc bashings per common shi 6,074,211 5,462,15.
Add dilutive effect of assumed exercises of stogtiams, net of tax benefits 96,73¢ 36,34¢
Weighted average common and dilutive potential comshares outstanding 6,170,94: 5,498,50!

Earnings Per Common Share
Diluted $ 0.6 $ 0.57

Stock options totaling 30,899 and 141,751 werecooisidered in computing diluted EPS for the thremtins ended December 31, 2013
2012, respectively, because they were not dilutive.
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NOTE 5. SECURITIES

The amortized cost, gross unrealized gains an@soasd estimated fair values of available for aal® held to maturity securities at Decen

31, 2013 and September 30, 2013 are presented .below

Available For Sale

December 31, 201:

Debt securitie:
Trust preferred and corporate securi
Small Business Administration securit
Obligations of states and political subdivisic
Non-bank qualified obligations of states and politisabdivisions
Common equities and mutual fun
Mortgage-backed securities

Total debt securities

September 30, 2013

Debt securitie:

Gross Gross
Fair
Amortized Cost Unrealized Gains Unrealized (Losses Value

(Dollars in Thousands

$ 55,89¢ $ 182 $ (4,405 $ 51,67¢

30,02¢ 347 (102) 30,27:

1,86¢ - (155) 1,71¢

299,27° 2 (18,794 280,48!

542 26& (11) 79€

624,36 2,551 (21,53)) 605,38

$ 1,011,97: $ 3,35 $ (44,99¢) $970,32!
Gross Gross

Fair

Amortized Cost Unrealized Gains Unrealized (Losses Value

(Dollars in Thousands

Trust preferred and corporate securi $ 52,897 $ 13€ $ (4,249 $ 48,78¢
Small Business Administration securit 10,09¢ 482 - 10,58
Obligations of states and political subdivisic 1,88( - (159 1,72
Non-bank qualified obligations of states and politisabdivisions 255,18¢ - (16,46() 238,72
Mortgage-backed securities 596,34« 3,96¢ (18,939 581,37:
Total debt securities $ 916,40¢ $ 4,58¢ $ (39,807 $881,19:
Held to Maturity
Gross Gross Estimated
Fair
December 31, 2013 Amortized Cost Unrealized Gains Unrealized (Losses Value
(Dollars in Thousands

Debt securitie:
Agency and instrumentality securiti $ 10,00: $ -$ (6349 % 9,367
Obligations of states and political subdivisic 20,62: 9 (1,340 19,29(
Non-bank qualified obligations of states and politisabdivisions 187,23 - (13,379 173,86:
Mortgage-backed securities 75,21( - (4,627 70,58¢
Total debt securities $ 293,06¢ $ 9% (19,970 $ 273,10¢
Gross Gross Estimated
Fair
September 30, 201 Amortized Cosi Unrealized Gains  Unrealized (Losses Value

(Dollars in Thousands

Debt securitie:
Agency and instrumentality securiti $ 10,00 $ -$ (890¢ 9,61
Obligations of states and political subdivisic 19,54¢ 13 (1,220 18,34
Non-bank qualified obligations of states and politisabdivisions 181,54 - (12,08%) 169,46:
Mortgage-backed securities 76,92 - (3,826 73,10:
Total debt securities $ 288,02( $ 13 $ (17,52 $ 270,51t
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Included in securities available for sale are tpreferred securities as follows:

At December 31, 201:

Amortized Unrealized S&P Moody's
Credit Credit
Issuer® Cost Fair Value (Loss) Rating Rating

(Dollars in Thousands)

Key Corp. Capital $ 498 $ 4,09¢ $ (88€) BBB- Baac

Huntington Capital Trust Il S 4,97¢ 4,05( (92€) BB+ Baal

PNC Capital Trus 4,96( 4,15( (810) BBB Baa:

Wells Fargo (Corestates Capital) Trust 4,41( 4,05( (360) A- A3
Total $ 19,33. $ 16,34¢ $ (2,989

(1) Trust preferred securities are sir-issuance. There are no known deferrals, defauksaess subordinatio

At September 30, 2013

Amortized Unrealized S&P Moody's
Credit Credit
Issuer® Cost Fair Value (Loss) Rating Rating

(Dollars in Thousands)

Key Corp. Capital $ 498, % 4,10C $ (884) BBB- Baac

Huntington Capital Trust Il S 4,97¢ 4,07t (907) BB+ Baal

PNC Capital Trus 4,95¢ 4,17¢ (784) BBB Baal

Wells Fargo (Corestates Capital) Trust 4,39¢ 4,05( (349 A- A3
Total $ 19,31¢ $ 16,40( $ (2,919

(1) Trust preferred securities are sir-issuance. There are no known deferrals, defauksaess subordinatio

Management has a process to identify securitiesdbald potentially have a credit impairment thatother-thartemporary. This proce
involves evaluating the length of time and extemtwthich the fair value has been less than the amedrtcost basis, reviewing availa
information regarding the financial position of tiesuer, interest or dividend payment status, moond the rating of the security, ¢
projecting cash flows. Other factors, but not 3segily all, considered are: that the risk of Isssiinimized and easier to determine due t
singleissuer, rather than pooled, nature of the secsritiee financial condition of the issuers listedd avhether there have been any payi
deferrals or defaults to-date. Such factors abgestito change over time.

Management also determines if it is more likelyntmat we will be required to sell the security refthe recovery of its amortized cost b
which, in some cases, may extend to maturity. hBoextent we determine that a security is deemédu tother-thaiemporarily impaired, ¢
impairment loss is recognized.

For all securities that are considered temporamiyaired, the Company does not intend to sell tisesarities (has not made a decision to
and it is not more likely than not that the Compavily be required to sell the security before reexgvof its amortized cost basis, which r
occur at maturity. The Company believes that It eallect all principal and interest due on al/@stments that have amortized cost in e»
of fair value that are considered only temporaritpaired.
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Generally accepted accounting principles requiag, it acquisition, an enterprise classify debtistes into one of three categories: Avail:
for sale (“AFS”), Held to Maturity (“HTM")or trading. AFS securities are carried at fair gabn the consolidated statements of final
condition, and unrealized holding gains and lossesexcluded from earnings and recognized as aastepsomponent of equity in accumule
other comprehensive income (“AOCI'MTM debt securities are measured at amortized &th AFS and HTM are subject to review
other-than-temporary impairment. Meta Financial hasrading securities.

Gross unrealized losses and fair value, aggredst@avestment category and length of time thatviatlial securities have been in continuous
unrealized loss position at December 31, 2013 apdetnber 30, 2013, are as follows:

Available For Sale

LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealizec Fair Unrealizec Fair Unrealized
December 31, 201. Value (Losses! Value (Losses Value (Losses

(Dollars in Thousands
Debt securitie!
Trust preferred and corporate

securities $ 27,40. $ (1,209 $ 16,12¢ $ (3,19¢ $ 43,52¢ $ (4,40%)
Small Business Administration
securities 8,63¢ (102 - - 8,63t (102)
Obligations of states and political
subdivisions - - 1,71¢ (15%) 1,71¢ (15%)
Non-bank qualified obligations of
states and political subdivisio 209,44. (11,989 69,82’ (6,806 279,26¢ (18,799
Common equities and mutual fun 12C (11) - - 12C (12)
Mortgage-backed securities 382,74 (20,82() 5,24¢ (717) 387,99: (21,53
Total debt securities $ 628,34. $ (34,130 $ 92917 $ (10,868 $ 721,25¢ $ (44,994
LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealizec Fair Unrealizec Fair Unrealized
September 30, 2013 Value (Losses! Value (Losses’ Value (Losses’

(Dollars in Thousands
Debt securitie:
Trust preferred and corporate

securities $ 29,31: $ (1,439 $ 13470 $ (2,816 $ 42,78¢ $ (4,249
Obligations of states and political
subdivisions 1,725 (1539 - - 1,727 (1593
Non-bank qualified obligations of
states and political subdivisio 238,72¢ (16,460) - - 238,72¢ (16,46()
Mortgage-backed securities 357,85( (18,939 - - 357,85( (18,939
Total debt securities $ 627,61¢ $ (36,985 $ 13470 $ (2,81 $ 641,09! $ (39,807
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Held to Maturity

LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealizec Fair Unrealizec Fair Unrealized
December 31, 2013 Value (Losses’ Value (Losses’ Value (Losses’
(Dollars in Thousands
Debt securitie:
Agency and instrumentality securit $ 9,367 $ 639 $ - % - % 9,361 $ (639
Obligations of states and political
subdivisions 16,58¢ (1,140 1,26¢ (200 17,85 (1,340
Non-bank qualified obligations of
states and political subdivisio 155,20( (12,67%) 18,66¢ (1,699 173,86« (13,379
Mortgage-backed securities 70,58¢ (4,627) - - 70,58¢ (4,622)
Total debt securities $ 251,74« $ (18,07) $ 19,92¢ $ (1,899 $ 271,67. $ (19,974
LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealizec Fair Unrealizec Fair Unrealized
September 30, 201 Value (Losses! Value (Losses’ Value (Losses
(Dollars in Thousands
Debt securitie!
Agency and instrumentality securiti $ 9,612 $ 390 $ - % - $ 9,61: $ (390
Obligations of states and political
subdivisions 17,25 (1,220 - - 17,25 (1,220)
Non-bank qualified obligations of
states and political subdivisio 169,46. (12,08Y) - - 169,46 (12,089
Mortgage-backed securities 73,10: (3,826 - - 73,10: (3,826
Total debt securities $ 269,42¢ $ (17,52) $ - $ - $ 269,42¢ $ (17,52

At December 31, 2013, the investment portfolio uideld securities with current unrealized losses wheave existed for longer than one y¢
All of these securities are considered to be aatdptcredit risks. Because the declines in falueavere due to changes in market inte
rates, not in estimated cash flows, no other-tleampbrary impairment was recorded at December 3113.20

The amortized cost and fair value of debt securitig contractual maturity are shown below. Cersaourities have call features which al
the issuer to call the security prior to maturitxpected maturities may differ from contractualtunties in mortgagédracked securitic
because borrowers may have the right to call opgyrebligations with or without call or prepaymgrnalties. Therefore, mortgabacke:
securities are not included in the maturity categgoin the following maturity summary.
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Available For Sale
December 31, 201:

Due in one year or le:

Due after one year through five ye.
Due after five years through ten ye
Due after ten years

Mortgage-backed securities
Total debt securities

September 30, 201

Due in one year or le:

Due after one year through five ye.
Due after five years through ten ye
Due after ten years

Mortgage-backed securities
Total debt securities

Held To Maturity

December 31, 201:

Due in one year or le:

Due after one year through five ye.
Due after five years through ten ye
Due after ten years

Mortgage-backed securities
Total debt securities

September 30, 201

Due in one year or le:

Due after one year through five ye.
Due after five years through ten ye
Due after ten years

Mortgage-backed securities
Total debt securities
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AMORTIZED FAIR

COST VALUE
(Dollars in Thousands

$ - $ =

9,947 10,13(

214,17 204,75!

163,49: 150,06:

387,61 364,94.

624,36: 605,38

$ 101197 $ 970,32¢

AMORTIZED FAIR

COST VALUE
(Dollars in Thousands

$ - $ =

9,92¢ 10,06:

162,20: 155,01

147,93: 134,74t

320,06! 299,82:

596,34 581,37.

$ 916,40¢ $ 881,19:

AMORTIZED FAIR

COST VALUE
(Dollars in Thousands

$ 64t $ 64t

4,37¢ 4,30t

63,01¢ 58,85¢

149,82( 138,71:

217,85¢ 202,52

75,21( 70,58¢

$ 293,06¢ $ 273,10t

AMORTIZED FAIR

COST VALUE
(Dollars in Thousands

$ 64S $ 64¢

2,23¢ 2,20:

50,54 47,51¢

157,66¢ 147,04t

211,09¢ 197,41

76,927 73,10:

$ 288,02t $ 270,51t
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NOTE 6. COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Bank make®us commitments to extend credit which are ndtecged in the accompanyi
consolidated financial statements.

At December 31, 2013 and September 30, 2013, ueflihdan commitments approximated $89.5 million i62.9 million respectivel
excluding undisbursed portions of loans in processifunded loan commitments at December 31, 2018 September 30, 2013 w
principally for variable rate loans. Commitmentgiich are disbursed subject to certain limitatioestend over various periods of tin
Generally, unused commitments are canceled upoinagigm of the commitment term as outlined in eadhvidual contract. At December !
2013, the Company had three commitments to purcheagities held to maturity totaling $1.fnillion. At September 30, 2013, the Comp
had two commitments to purchase securities hefdaturity totaling $0.5 million.

The exposure to credit loss in the event of nompardnce by other parties to financial instrumemtis dommitments to extend credi
represented by the contractual amount of thoseumsnts. The same credit policies and collateegjuirements are used in mak
commitments and conditional obligations as are disedn-balance-sheet instruments.

Since certain commitments to make loans and to fimes of credit and loans in process expire withoeing used, the amount does
necessarily represent future cash commitmentsaddlition, commitments used to extend credit areegents to lend to a customer as lor
there is no violation of any condition establislirethe contract.

Legal Proceedings

The Bank was served on April 15, 2013, with a latveaptionedinter National Bank v. NetSpend Corporation, MetaBaBDO USA, LL
d/b/a BDO Seidman Cause No. C-2084-12- filed in the District CooftHidalgo County, Texas. The PlaintgfSecond Amended Origi
Petition and Application for Temporary Restraini@®gder and Temporary Injunction adds both MetaBamt BDO Seidman to the origir
causes of action against NetSpend. NetSpend aetpeepaid card program manager and processoofarlNB and MetaBank. According
the Petition, NetSpend has informed Inter Natiddahk (“INB”) that the depository accounts at INB for the Net®pprogram supposec
contained $10.5 million less than they should. INBeges that NetSpend has breached its fiduciay diy making affirmativ
misrepresentations to INB about the safety andilgjabf the program, and by failing to timely disse the nature and extent of any alle
shortfall in settlement of funds related to cardieolactivity and the nature and extent of NetSpesgstemic deficiencies in its accounting
settlement processing procedures. To the extehtathaccounting reveals that there is an actuatfslipINB alleges that MetaBank may
liable for portions or all of said sum due to tletfthat funds have been transferred from INB tddBank, and thus MetaBank would h
been unjustly enriched. The Bank intends to vigslpaontest this matter. An estimate of a rangeeatonably possible loss cannot be ma
this stage of the litigation because discoveryiist®eing conducted.

Soneet R. Kapila, as Chapter 11 Trustee for LouRedriman, Louis J. Pearlman Enterprises, Incd dnanscontinental Aviation, Inc. v. Fi
International Bank & Trust, et al, Adv. No.-09-ap-00106-KSJfiled in the United States Bankruptcy Court foe tMiddle District of Floride
Orlando Division on March 20, 2009. This is a caabaction brought by the abowaptioned Trustee to avoid and recover allegeddfren
transfers related to loans made by First Internati®@ank & Trust to the Debtors. First InternatibBank & Trust sold participations in t
loans tomultiple banks, including MetaBank. The action i®ught by the Trustee pursuant to Bankruptcy Sestis44, 548, 550 of t
Bankruptcy Code, as well as the Florida Uniformugiaent Transfer Act, Chapter 726 of Florida SedufThe Company settled this me
with the Trustee, which settlement has been apprbyehe court, and the action against the Compasybeen dismissed.
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Certain corporate clients of an unrelated compaayed Springbok Services, Inc. (“Springbok&guested through counsel a mediation
means of reaching a settlement in lieu of commentitigation against MetaBank. The results of thegdiation have not led to a settlem
These claimants purchased MetaBank prepaid rewardis drom Springbok, prior to Springbok’s bankryptés a result of Springbog’
bankruptcy and cessation of business, some ofetivards cards which had been purchased were netiesitad or funded. Counsel for th
companies have indicated that they are preparedsiert claims totaling approximately $1.5 milliogamst MetaBank based
principal/agency or failure to supervise theoriise Company denies liability with respect to thelséms. The Compang’estimate of a ran
of reasonably possible loss is approximately $8Q@ million.

In October 2013, the Company’s third party senpeevider supporting certain of the Baskback office operations, sent a letter to the |
claiming that the Bank bore “ultimate responsipilifor an approximately $9 million loss suffered bygiservice provider in connection wit
credit card hacking and fraud incident. Such seryirovider alleges that in 2010 MetaBank alertedservice provider that MetaBank hac
up a bank identification number (“BINtith MasterCard on behalf of Ingenicard, a prepaadd program manager that MetaBank had
considering as a program partner. The serviceigeowlaims that it was unaware that MetaBank dtiely decided not to activate t
particular program and had deactivated IngenicaBil's approximately two years later. Ultimately, Brgcards processing system was hac
to inflate card limits and approximately $9 milliaomimproper charges were thereby placed throught®ét€ard. Such service provider stat
had a preexisting understanding with MasterCard that allowddsterCard to extract this amount from such senpcovider, but aft
MasterCard debited such service providesitcount, such service provider was unable toirolatay reimbursement from Ingenicard, wt
ultimately filed for bankruptcy. Asserting conttaal and other legal theories, the service provadgims that it allowed MasterCard to ext
this money based on its reliance on MetaBank’s igmebacking of the Ingenicard program, and theeefdetaBanks failure to notify suc
service provider of deactivation of IngenicaxdIN caused this loss. MetaBank believes it bewrdiability whatsoever for such serv
provider's loss. To date, such service provider has neitiate a specific demand on MetaBank nor institlggdl action beyond its initi
letter, but if it does so MetaBank, backed by itsuirer which has agreed to defend subject to avasen of rights, intends to defend s
action vigorously.

Other than the matters set forth above, there arether new material pending legal proceedings patates to which the Company or
subsidiaries is a party other than ordinary litigatroutine to their respective businesses.

NOTE 7. STOCK OPTION PLAN

The Company maintains the 2002 Omnibus Incentiaa,Rihich, among other things, provides for theravg of stock options and nonves
(restricted) shares to certain officers and dinecinf the Company. Awards are granted by the Stopkon Committee of the Board
Directors based on the performance of the awaiigiess or other relevant factors.

Compensation expense for share based awards islegcover the vesting period at the fair valuehefaward at the time of grant. The exel
price of options or fair value of nonvested shayesited under the Compansyincentive plans is equal to the fair market vaitithe underlyin
stock at the grant date. The Company assumesojecped forfeitures on its stock based compensasioge actual historical forfeiture rates
its stock based incentive awards has been negigibl
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The following tables show the activity of optionsdanonvested (restricted) shares granted, exerasedrfeited under all of the Company’
option and incentive plans for the three monthsdridecember 31, 2013:

Weighted

Weighted Average
Number Average Remaining Aggregate
of Exercise  Contractual Intrinsic
Share: Price Term (Yrs) Value

(Dollars in Thousands, Except Share and Per Shat&)

Options outstanding, September 30, 2 318,64¢ $ 24.4¢ 4.1t $ 4,37¢
Grantec - -

Exercisec (500) 9.0C 14
Forfeited or expired - - -
Options outstanding, December 31, 2013 318,14¢ % 24.4i 3.9 % 5,04
Options exercisable, December 31, 2013 315,39¢ $ 24.4: 3.9C $ 5,01¢

Weighted

Average

Number of Fair Value

Share: at Grant

(Dollars in Thousands, Except Share and Per Shat&)

Nonvested shares outstanding, September 30, 4,000 $ 25.6i
Grantec 1,00( 37.4]
Vested - -
Forfeited or expired - ,
Nonvested shares outstanding, December 31, 5,00C $ 28.0z

At December 31, 2013, stock based compensationnegpeot yet recognized in income totaled $101,080¢ch is expected to be recogni
over a weighted average remaining period of 1.E3g/e

NOTE 8. SEGMENT INFORMATION

An operating segment is generally defined as a oot of a business for which discrete financiédrimation is available and whose res
are reviewed by the chief operating decisioaker. Operating segments are aggregated intotadp@rsegments if certain criteria are met.
Company has determined that it has two reportadgiengnts. The first reportable segment, Retail Bagka division of the Bank, operates .
traditional community bank providing deposit, loamd other related products to individuals and simadinesses, primarily in the communi
where its offices are located. The second repatabyyment, MPS, is a division of the Bank. MPipies a number of products and serv
to financial institutions and other businessesesehproducts and services include issuance of igrelehit cards, sponsorship of Automs
Teller Machines (“ATMs") into the debit networksreclit programs, Automated Clearing House (“ACHbigination services, gift ca
programs, rebate programs, travel programs, andeiated programs. Other programs are in the gooé development. The remain
grouping under the caption “All Others” consistgtd operations of the Company and Meta Trust ated-segment eliminations.

Transactions between affiliates, the resulting nexes of which are shown in the intersegment reveategory, are conducted at market pr
meaning prices that would be paid if the compawniese not affiliates.
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The following tables present segment data for tom@any for the three months ended December 31, 20d2012, respectively.

Meta
Retall Payment
Banking Systems® All Others Total

Three Months Ended December 31, 201

Interest incom:e $ 7,462 $ 3,70 $ - $ 11,16:

Interest expense 50¢ 26 114 64¢

Net interest income (expens 6,95 3,67¢ (119 10,51

Provision (recovery) for loan loss - - - -

Non-interest incom 75C 12,831 - 13,58

Non-interest expense 4,832 13,72% 50z 19,06:
Income (loss) before income tax expense (ber 2,871 2,78¢ (61€) 5,03¢

Income tax expense (benefit) 61€ 63¢ (218 1,035
Net income (loss $ 2,25 $ 2,14t $ (39§ $ 4,002
Inter-segment revenue (expen: $ 3,21¢ $ (3,21¢ $ - $ =
Total asset 513,69( 1,290,48. 2,78¢€ 1,806,95!
Total deposit: 238,42 1,150,96. (8,2572) 1,381,13.

Meta
Retalil Payment
Banking Systems® All Others Total

Three Months Ended December 31, 201

Interest incom:e $ 6,05¢ $ 357¢ $ - $ 9,63(

Interest expense 67z 38 12% 83:

Net interest income (expens 5,38¢ 3,53¢ (129 8,791

Provision (recovery) for loan loss - - - -

Non-interest incom 1,91¢ 11,49 - 13,41(

Non-interest expense 4,82¢ 12,98¢ 26¢ 18,07¢
Income (loss) before te 2,47¢ 2,041 (38¢) 4,12¢

Income tax expense (benefit) 644 50¢ (145) 1,004
Net income (loss $ 1,83: $ 1,53¢ $ (245 $ 3,12¢
Inte-segment revenue (expen: $ 2,92: $ (2,927 $ - 8 =
Total asset 516,29¢ 1,244,97 2,00 1,763,27
Total deposit: 207,03! 1,111,712 (2,489 1,316,25:
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The following tables present gross profit dataNt®?S for the three months ended December 31, 20d2@b2.

Three Months Ended December 31 201z 201z
Interest incomt $ 3,70C $ 3,574
Interest expense 26 38
Net interest incom 3,674 3,53¢
Provision (recovery) for loan loss - -
Nor-interest incomt 12,83" 11,49«

Card processing expense 4,23 3,68(
Gross Profit 12,27¢ 11,35(
Other non-interest expense 9,49( 9,30¢

Income (loss) before income tax expense (ber 2,78¢ 2,041
Income tax expense (benefit) 63¢ 50&

Net Income (Loss $ 2,14 $ 1,53¢

NOTE 9. NEW ACCOUNTING PRONOUNCEMENTS

Accounting Standards Update (“ASU”) No. 2013-02Comprehensive Income (Topic 220): Reporting of Anmbsi Reclassified Out
Accumulated Other Comprehensive Incor

This ASU requires an entity to provide informatiabout the amounts reclassified out of accumulatderocomprehensive income
component. In addition, an entity is required tegemt, either on the face of the statement wherénneme is presented or in the nc
significant amounts reclassified out of accumuladéiter comprehensive income by the respective iteras of net income but only if t
amount reclassified is required under U.S. GAABdaeclassified to net income in its entirety ia #ame reporting period. For other ama
that are not required under U.S. GAAP to be redladsin their entirety to net income, an entity nsquired to crosseference to oth
disclosures. The ASU does not change current repgints for reporting net income or other comprelreriscome. The Company adopted
ASU effective October 1, 2013, and the adoptionrditthave a material impact on the Company's cateted financial statements, result
operations or cash flows.

Accounting Standards Update No. 2013-11Rresentation of an Unrecognized Tax Benefit whenNeet Operating Loss Carryforward,
Similar Tax Loss, or a Tax Credit Carryforward Exis

This ASU provides guidance on the financial statenmesentation of an unrecognized tax benefit waearet operating loss carryforw.
exists. The objective of this ASU is to elimindigersity in practice related to this topic. Th&W states that an unrecognized tax benefit
portion of an unrecognized tax benefit, should esented in the consolidated financial statementsraduction to a deferred tax asset for
operating loss carryforward, similar tax loss oraa credit carryforward except in certain situasorrhe update is effective for annual
interim periods beginning after December 15, 2Cir8] is not expected to have a material impact enGbmpanys consolidated financi
statements.

Accounting Standards Update No. 2014-0Receivables Froubled Debt Restructurings by Creditors (Subtof@t0:40): Reclassification «
Residential Real Estate Collateralized Consumer Mgmge Loans Upon Foreclosut

This ASU provides guidance on when a loan shouldidrecognized and collateral assets recognizea@am in substance repossessic
foreclosure. The objective of this ASU is to elmaie diversity in practice related to the topihieTASU states creditors are considered to
physical possession of residential real estategotppvhen either the creditor obtains title for gveperty or the borrower transfers all intere
the property through a deed or other legal agreem@éfinen physical possession occurs, the loan dhmellderecognized and collateral as
recognized. This update is effective for annual Bxterim periods beginning after December 15, 2@14 is not expected to have a mat
impact on the Company’s consolidated financialestegnts.
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NOTE 10. FAIR VALUE MEASUREMENTS

Accounting Standards Codification (*“ASC”) 82Bair Value Measuremendefines fair value, establishes a framework for sneag the fai
value of assets and liabilities using a hierargystean and requires disclosures about fair valuesarement. It clarifies that fair value is
price that would be received to sell an asset @ fmatransfer a liability in an orderly transactibetween market participants in the mark
which the reporting entity transacts.

The fair value hierarchy is as follows:

Level 1 Inputs— Valuation is based upon quoted prices for identicalruments traded in active markets that the Gomhas th
ability to access at measurement date.

Level 2 Inputs- Valuation is based upon quoted prices for simitatruments in active markets, quoted prices fontidal or simila
instruments in markets that are not active and tabdsed valuation techniques for which significastuasptions are observable in
market.

Level 3 Inputs- Valuation is generated from modssed techniques that use significant assumptiohshservable in the market ¢
are used only to the extent that observable inptgsnot available. These unobservable assumptiftect the Compang' owr
estimates of assumptions that market participaotddwse in pricing the asset or liability. Valioattechniques include use of opt
pricing models, discounted cash flow models andlaintechniques.

Securities Available for Sale and Held to MaturitySecurities available for sale are recorded iatvielue on a recurring basis and secur
held to maturity are carried at amortized costir Falue measurement is based upon quoted pri€esjailable. If quoted prices are
available, fair values are measured using an intgg pricing service. Level 1 securities incltidese traded on an active exchange, su
the New York Stock Exchange, as well as U.S. Tngaand other U.S. Government, instrumentality, agency securities that are tradec
dealers or brokers in active over-tbednter markets. The Company had no Level 1 oelL8wecurities at December 31, 2013 or Septe
30, 2013. Level 2 securities include U.S. Government agemuy mstrumentality securities, U.S. Government ageand instrumentali
mortgage-backed securities, municipal bonds, catpatebt securities and trust preferred securities.

The fair values of securities are determined byiolitg quoted prices on nationally recognized séesrexchanges (Level 1 inputs), or me
pricing, which is a mathematical technique widebgd in the industry to value debt securities withelying exclusively on quoted prices
the specific securities, but rather by relying ba securitiestelationship to other benchmark quoted securitiesvé€l 2 inputs). The Compa
considers these valuations supplied by a thirdygamdvider which utilizes several sources for vafufixedincome securities. These soul
include Interactive Data Corporation, Reuters, &&ad and Poos, Bloomberg Financial Markets, Street Softwarehfetogy, and the thii
party provider's own matrix and desk pricing. Thentpany continually reviews the third pagymethods and sources methodology
reasonableness. Sources utilized by the third pgandyider include but are not limited to pricing dets that vary based by asset class
include available trade, bid, and other marketrmfation. This methodology includes but is not tedito broker quotes, proprietary mod
descriptive terms and conditions databases, asagedixtensive quality control programs. No less thaarterly, the Company receives
compares prices provided by multiple securitieslateato validate the accuracy and reasonablenegsiads received from the third pe
provider. Each security held is priced by a minimofntwo independent pricing sources. On a moniialgis, the Investment Committee anc
Director of Portfolio Management reviews mark-torket changes in the securities portfolio for reagneness.
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The following table summarizes the fair values efwgities available for sale and held to maturitypacember 31, 2013 and Septembe

2013. Securities available for sale are measuréairavalue on a recurring basis, while securitietd to maturity are carried at amortized
in the consolidated statements of financial cooditi

Fair Value at December 31, 201

Available For Sale Held To Maturity
(Dollars in Thousands) Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3
Debt securitie!
Trust preferred and
Agency securitie - - - - 9,361 - 9,361 -
Small Business
Administration
securities 30,27: - 30,27: - - - - -
Obligations of states anc
political subdivision: 1,714 - L7l - 19,29( - 19,29( -
Non-bank qualified
obligations of states ar 280,48! 173,86.
political subdivision: 280,48! - - 173,86. - -
Business Equalization 7€ i
Plan 79¢€ - - - - -
Mortgage-backed .
securities 605,38 - —— - 70,58¢ - U -
Securities available for sal $ 970,32¢ $ - $ 970,32¢ $ - $ 273,100 $ - $ 273,100 $ -
Fair Value at September 30, 201
Available For Sale Held To Maturity
(Dollars in Thousands) Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3
Debt securitie!
Trust preferred and
corporate securitie GooETE P R w - 9 -3 - 9 -3 i
Agency securitie - - - - 9,61: - 9,61: -
Small Business
Administration -
securities 10,58: - 10,58: - - - -
Obligations of states anc - . .
political subdivisions 1,727 - 1,72 - 18,34 - 18,34 -
Non-bank qualified
obligations of states ar 238,72¢ 169,46. 169,46.
political subdivisions 238,72¢ - - - -
Mortgage-backed . . .
securities 581,37: - 581.37. - 73,10: - 73,10: -
Securities available for sal $ 881,19 $ - $ 881,19. $ - $ 27051t $ - $ 27051t $ .

Foreclosed Real Estate and Repossessed £. Real estate properties and repossessed assétstiaily recorded at the fair value less sel
costs at the date of foreclosure, establishingva east basis. The carrying amount at DecembeB13 represents the lower of the new
basis or the fair value less selling costs of flused assets that were measured at fair value gudaseto their initial classification as foreclo
assets.

Loans. The Company does not record loans at fair vatua cecurring basis. However, if a loan is congdempaired, an allowance for Ic
losses is established. Once a loan is identifieid@dividually impaired, management measures impat in accordance with ASC 310.
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The following table summarizes the assets of they@amy that are measured at fair value in the categteld statements of financial condi
on a non-recurring basis as of December 31, 20d3aptember 30, 2013.

Fair Value at December 31, 2013

(Dollars in Thousands) Total Level 1 Level 2 Level 3
Impaired Loans, ne
One to four family residential mortgage lo¢ $ 25¢ $ - $ - $ 25€
Commercial and multi-family real estate loans 4,047 - - 4,047
Total Impaired Loan 4,30z - - 4,30z
Foreclosed Assets, net 11€ - - 11€
Total $ 441¢ $ - $ - $ 4,41¢

Fair Value at September 30, 201

(Dollars in Thousands) Total Level 1 Level 2 Level 3
Impaired Loans, ne
One to four family residential mortgage lo¢ $ 257 % - $ - $ 257

Commercial and mu-family real estate loar 1,81( - - 1,81(
Consumer loan - -
Commercial operating loans - - - -

Total Impaired Loan 2,067 - - 2,061
Foreclosed Assets, net 11€ - - 11€
Total $ 2,18: $ - $ - $ 2,18

Quantitative Information About Level 3 Fair Value M easurements

Fair Value at Valuation
(Dollars in Thousands) December 31, 201 Technique Unobservable Input
Impaired Loans, ne $ 4,30 Market approacl Appraised value®
Foreclosed Assets, n 11€ Market approac! Appraised value®

@M The Company generally relies on external appraisedevelop this information. Management redutedappraised value by estimated
selling costs in a range of 4% to 10%.

Quantitative Information About Level 3 Fair Value M easurements

Fair Value at Valuation
(Dollars in Thousands) September 30, 201 Technique Unobservable Input
Impaired Loans, ne $ 2,067 Market approacl! Appraised value®
Foreclosed Assets, n 11€ Market approacl! Appraised value®

M The Company generally relies on external appraisedevelop this information. Management redutedappraised value by estimated
selling costs in a range of 4% to 10%.

The following table discloses the Company’s esteddnir value amounts of its financial instrumenlsis managemerg’ belief that the fa
values presented below are reasonable based ovalingion techniques and data available to the Gmyms of December 31, 2013
September 30, 2013, as more fully described beldWwe operations of the Company are managed fromimggconcern basis and nc
liquidation basis. As a result, the ultimate vatealized for the financial instruments presentedia be substantially different when actu
recognized over time through the normal coursepefations. Additionally, a substantial portiontleé Company’s inherent value is the Bank’
capitalization and franchise value. Neither ostheomponents have been given consideration iprésentation of fair values below.
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The following presents the carrying amount anchesstizd fair value of the financial instruments heyjdhe Company at December 31, 2013
September 30, 2013.

December 31, 201.

Carrying Estimated
Amount Fair Value Level 1 Level 2 Level 3

(Dollars in Thousands

Financial assets

Cash and cash equivalel $ 31,86F $ 31,86F $ 31,86F $ - $ =
Securities available for sa 970,32¢ 970,32! - 970,32! -
Securities held to maturil 293,06 273,10t - 273,10t -
Loans receivable
One to four family residential mortgage loz 92,20: 83,17: - - 83,17:
Commercial and mu-family real estate loar 204,24¢ 212,53 - - 212,53
Agricultural real estate loat 33,77 34,13¢ - - 34,13¢
Consumer loan 27,89 28,18¢ - - 28,18«
Commercial operating loal 18,29¢ 17,39: - - 17,39:
Agricultural operating loans 31,00¢ 32,41% - - 32,41°
Total loans receivabl 407,42: 407,83t - - 407,83t
Federal Home Loan Bank sto 11,79 11,79 - 11,79 -
Accrued interest receivab 9,66: 9,66: 9,66: - -
Financial liabilities
Noninterest bearing demand depo 1,177,93 1,177,93 1,177,93 - -
Interest bearing demand deposits, savings, and ync
markets 97,71¢ 97,71¢ 97,71¢ - -
Certificates of deposit 105,47! 105,94! - 105,94! -
Total deposit: 1,381,13. 1,381,60! 1,275,65! 105,94! -
Advances from Federal Home Loan Bz 7,00( 8,94: - 8,94: -
Federal funds purchas 235,00( 235,00 235,00
Securities sold under agreements to repurc 15,24¢ 15,24¢ - 15,24¢ -
Subordinated debentur 10,31( 10,31 - 10,31 -
Accrued interest payab 25C 25C 25C - -
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Financial assets

Cash and cash equivalel

Securities available for sa

Securities held to maturit

Loans receivable
One to four family residential mortgage lo¢
Commercial and mu-family real estate loar
Agricultural real estate loat
Consumer loan
Commercial operating loal
Agricultural operating loans

Total loans receivabl

Federal Home Loan Bank sto
Accrued interest receivab

Financial liabilities
Noninterest bearing demand depo
Interest bearing demand deposits, savings, andync
markets
Certificates of deposit
Total deposit:

Advances from Federal Home Loan Be
Federal funds purchas

Securities sold under agreements to repurc
Subordinated debentur

Accrued interest payab

September 30, 201

Carrying Estimated
Amount Fair Value Level 1 Level 2 Level 3
(Dollars in Thousands

$ 40,06 $ 40,06: $ 40,06: $ - $ =
881,19: 881,19: - 881,19: -
288,02t 270,51 - 270,51 -
82,281 72,62¢ - - 72,62¢
192,78t 200,77¢ - - 200,77
29,55; 30,92( - - 30,92(
30,31« 30,58¢ - - 30,58¢
16,26¢ 15,71¢ - - 15,71¢
33,75( 35,17¢ - - 35,17¢
384,95: 385,80° - - 385,80°
9,994 9,994 - 9,994 -
8,58 8,58 8,58: - -
1,086,25! 1,086,25! 1,086,25! - -
97,42¢ 97,42¢ 97,42¢ - -
131,59¢ 132,18 - 132,18 -
1,315,28 1,315,87 1,183,68 132,18 -
7,00( 9,08¢ - 9,08¢ -

190,00( 190,00( 190,00(
9,14¢ 9,14¢ - 9,14¢ -
10,31( 10,31: - 10,31: -
291 291 291 - -

The following sets forth the methods and assumptisged in determining the fair value estimatedtierCompanys financial instruments

December 31, 2013 and September 30, 2013.

CASH AND CASH EQUIVALENTS

The carrying amount of cash and short-term investsis assumed to approximate the fair value.

SECURITIES AVAILABLE FOR SALE AND HELD TO MATURITY
Securities available for sale are recorded atvaloe on a recurring basis and securities held aturity are carried at amortized cost.

values for investment securities are based onmibtaguoted prices on nationally recognized seiesréxchanges, or matrix pricing, which
mathematical technique widely used in the industryalue debt securities without relying exclusyvein quoted prices for the spec
securities, but rather by relying on the securitieltionship to other benchmark quoted securities

LOANS RECEIVABLE

The fair value of loans is estimated using a his&bor replacement cost basis concepe.(an entrance price concept). The fair value of ¢
was estimated by discounting the future cash flagiag the current rates at which similar loans wdut made to borrowers and for sinr
remaining maturities. When using the discountireghrod to determine fair value, loans were groupelddmogeneous loans with similar te
and conditions and discounted at a target rateh&thasimilar loans would be made to borrowers atddeber 31, 2013 and Septembet
2013. In addition, when computing the estimated fair edlor all loans, allowances for loan losses hawntsbtracted from the calculated
value as a result of the discounted cash flow whjgbroximates the fair value adjustment for thelitrguality component.
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FEDERAL HOME LOAN BANK (“FHLB”") STOCK
The fair value of such stock is assumed to appratérbook value since the Company is only abledeem this stock at par value.

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

DEPOSITS

The carrying values of naimterest bearing checking deposits, interest bgachrecking deposits, savings, and money markeassamed
approximate fair value, since such deposits areddiately withdrawable without penalty. The faidue of time certificates of deposit v
estimated by discounting expected future cash floythe current rates offered on certificates gfatét with similar remaining maturities.

In accordance with ASC 825, no value has been magditp the Company’s lortgrm relationships with its deposit customers (cakie o
deposits intangible) since such intangible is nfib@ncial instrument as defined under ASC 825.

ADVANCES FROM FHLB
The fair value of such advances was estimated spoditing the expected future cash flows usingetiiinterest rates for advances with
similar terms and remaining maturities.

FEDERAL FUNDS PURCHASED
The carrying amount of federal funds purchasedssimed to approximate the fair value.

SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE AND SUBORDINATED DEBENTURES
The fair value of these instruments was estimayediscounting the expected future cash flows usieigved interest rates approximating
market over the contractual maturity of such boings.

ACCRUED INTEREST PAYABLE
The carrying amount of accrued interest payabéssamed to approximate the fair value.

LIMITATIONS

It must be noted that fair value estimates are matda specific point in time, based on relevant ke@information about the financ
instrument. Additionally, fair value estimates drased on existing on- and dfédlance sheet financial instruments without attémgptc
estimate the value of anticipated future businegstomer relationships and the value of assetdiabitities that are not considered finan
instruments. These estimates do not reflect aeynjum or discount that could result from offerifge tCompanys entire holdings of
particular financial instrument for sale at onedinmurthermore, since no market exists for ceméithe Companyg financial instruments, f:
value estimates may be based on judgments regafdinge expected loss experience, current econaoiaitions, risk characteristics
various financial instruments and other factorhiede estimates are subjective in nature and inuaheertainties and matters of signific
judgment and therefore cannot be determined wittigh level of precision. Changes in assumptionsvall as tax considerations co
significantly affect the estimates. Accordinglysed on the limitations described above, the agdgeigir value estimates are not intende
represent the underlying value of the Company,ithelea going concern or a liquidation basis.
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NOTE 11. INTANGIBLE ASSETS

The changes in the carrying amount of the Companiésgible assets for the three months ended DieeeB1, 2013 and 2012 are as follows:

Meta Meta
Payment Payment
Systems® Systems®
Patents Other Total

(Dollars in Thousands

Balance as of September 30, 2( $ 2,33¢ $ - $ 2,33¢
Patent costs capitalized during the pel 99 - 99
Amortization during the perio (16) - (16)
Balance as of December 31, 2013 $ 242 $ - 3 2,422
Meta Meta
Payment Payment
Systems® Systems®
Patents Other Total

(Dollars in Thousands
Balance as of September 30, 2( $ 2,02¢ $ 9 $ 2,03t

Patent costs capitalized during the pel - - -

Amortization during the perio 16€ - 16€
Write-offs during the perioi 9 @) (16)
Balance as of December 31, 2012 $ 2,187 % 2 % 2,18¢

The Company tests intangible assets for impairmaetgast annually or more often if conditions irsdea possible impairment. There wa
impairment to intangible assets during the threattroended December 31, 2013 and 2012.

NOTE 12. REGULATORY MATTERS AND SETTLEMENT OF OTS ENFORCEMEN T ACTIONS

As previously disclosed in our Annual Report onrRdrOK, on July 15, 2011, the Company and the Bank esiphilated and consented t
Cease and Desist Order (the “Consent Orders”) isbyethe Office of Thrift Supervision (the “OTS"3ince the issuance of the supervit
directives and the Consent Orders, the Companytlem@ank have been continuing to cooperate withQR&, and, as of July 21, 2011,
successors, the Federal Reserve and the OCC raxttiose aspects of its operations that wereeaddd in the Consent Orders. Satisfactit
the requirements of the Consent Orders is subjetttd ongoing review and supervision of the OCthwéspect to the Bank and the Fec
Reserve with respect to the Company. The Bank laacCbmpany have and expect to continue to expgmifisent management and finan
resources to address areas that were cited inadhseit Orders.
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While we believe that the Company and the Bank haade significant progress in complying with thdess, there can be no assurance
our regulators will ultimately determine that wevlaamet all of the requirements of the Consent Grdertheir satisfaction. If our regulat
believe that we have not made sufficient progressamplying with the Consent Orders, they couldkseeimpose additional regulatc
requirements, operational restrictions, enhanceersision and/or civil money penalties. If any bése measures is imposed in the futu
could have a material adverse effect on our fireragindition and results of operations and on dilita to raise additional capital.

NOTE 13. SUBSEQUENT EVENTS

Management has evaluated subsequent events. Weeeeno material subsequent events that would reqecognition or disclosure in ¢
consolidated financial statements as of and foqtreter ended December 31, 2013.
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Item 2. Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior

META FINANCIAL GROUP, INC®.
AND SUBSIDIARIES

FORWARD LOOKING STATEMENTS

Meta Financial Group, Inc.®, (“Meta Financial” otht Company” or “us”) and its wholly-owned subsigiaMetaBank™ (the “Bankor
“MetaBank”), may from time to time make written oral “forward-looking statementsificluding statements contained in its filings wilie
Securities and Exchange Commission (“SE@)its reports to stockholders, and in other comications by the Company, which are mad
good faith by the Company pursuant to the “saféddmprovisions of the Private Securities LitigatiReform Act of 1995.

You can identify forward-looking statements by wersuch as “may,” “hope,” “will,” “should,” “expect,“plan,” “anticipate,” “intend,”
“believe,” “estimate,” “predict,” “potential,” “cotinue,” “could,” “future” or the negative of those terms or other wordsmflar meaning. Yo
should read statements that contain these wordsfullgr because they discuss our future expectationstate other “forward-looking”
information. These forward-looking statements idelstatements with respect to the Compsigliefs, expectations, estimates, and inter
that are subject to significant risks and unceti@sn and are subject to change basedvarious factors, some of which are beyond
Companys control. Such statements address, among other$oltowing subjects: future operating resultsstomer retention; loan and ot
product demand; important components of the Comgabglance sheet and income statements; growth xqmehgion; new products a
services, such as those offered by the Bank or Mayanent Systenfs(“MPS”), a division of the Bank; credit quality and adequatyeserve:
technology; and the Company’s employees. The fatigwactors, among others, could cause the Compdiityancial performance to dift
materially from the expectations, estimates, artdnitions expressed in such forwdodking statements: the strength of the United €2
economy in general and the strength of the locahemies in which the Company conducts operatidms;effects of, and changes in, tr:
monetary, and fiscal policies and laws, includingeiest rate policies of the Board of Governorshef Federal Reserve System (tiredere
Reserve)as well as efforts of the United States Treasumgoimunction with bank regulatory agencies to stataithe economy and protect
financial system; inflation, interest rate, markand monetary fluctuations; the timely developmehtind acceptance of new products
services offered by the Company as well as riskdyding reputational and litigation) attendantréie and the perceived overall value of tl
products and services by users; the risks of dgalith or utilizing third parties; the scope of tritions and compliance requirements impc
by the supervisory directives and/or the Consemte®r entered into by the Company and the Bank tlighOffice of Thrift Supervision (il
functions of which were transferred to the Offidettee Comptroller of the Currency (the “OCGCihd the Federal Reserve) and any other
regulatory actions which may be initiated; the ictpaf changes in financial servicdaws and regulations, including but not limitedcor
relationship with our regulators, the OCC and tlesldfal Reserve; technological changes, including,not limited to, the protection
electronic files or databases; acquisitions; lifiya risk in general, including, but not limited, tthose risks involving the MPS division;
growth of the Compang’ business, as well as expenses related theretngeh in consumer spending and saving habits;hensuccess of t
Company at managing and collecting assets of barein default.

The foregoing list of factors is not exclusive. Atitthal discussions of factors affecting the Comparbusiness and prospects are contain
the Company’s periodic filings with the SEC. Wautian you not to place undue reliance on these dotMooking statements, which spe
only as of the date of this report. All subsequentten and oral forwardeoking statements attributable to us or any peisttimg on ot
behalf are expressly qualified in their entirety the cautionary statements contained or referreid this section. The Company expre
disclaims any intent or obligation to update anyfard{ooking statement, whether written or oral, thatyrba made from time to time by or
behalf of the Company or its subsidiaries.
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GENERAL

The Company, a registered unitary savings and thaéging company, is a Delaware corporation, thagpial assets of which are all the iss
and outstanding shares of the Bank, a federal gasiank. Unless the context otherwise requirdsrarces herein to the Company incl
Meta Financial and the Bank, and all subsidiarfddeta Financial, direct or indirect, on a consatied basis.

The Company’s stock trades on the NASDAQ Globalkdaunder the symbol “CASH.”

The following discussion focuses on the consoliddigancial condition of the Company and its sulasids, at December 31, 2013, compi
to September 30, 2013, and the consolidated restiliperations for the three months ended DecerBbef013 and 2012. This discuss
should be read in conjunction with the Companyssadidated financial statements, and notes thefetehe year ended September 30, 2013.

OVERVIEW OF CORPORATE DEVELOPMENTS

MPS 2014 fiscafirst quarter net income was $2.1 million compateaet income of $1.5 million in the 2013 first aqea. This increase w
primarily the result of an increase in non-inteiesbme of $1.3 million partially offset by an ieerse in nornterest expense of $0.7 millio
The average internal net interest yield MP S remmbior its deposits was 1.25% in the 2014 fisaat fijuarter and 1.30% in the comparatdd
3 period.

MPS is developing a number of new credit produatdi§cal year 2014, subject to OCC approval.

Retail Bank fiscal 2014 first quarter net incomesv2.3 million compared to net income of $1.8 miilin the 2013 first quarter. The incre
was primarily attributable to an increase in ins¢iacome of $1.4 million, and, to a lesser extardecrease in interest expense, offset in pi
a decrease in nomterest income. Retail Bank checking balancegicoed to grow from $67.1 million at December 3Q12 to $77.0 millior
or 14.7%, at December 31, 2013.

The Companys tangible book value per common share decreas&f) i, or 0.6%, from $23.17 at September 30, 201%3.02 per share
December 31, 2013 primarily due to unrealized le$sesecurities as a result of market conditions.

At December 31, 2013, non-performing assets were Bllion compared to $0.8 million at September 3013.
FINANCIAL CONDITION

At December 31, 2013, the Compasgssets grew by $115.0 million, or 6.8%, to $1l&hb compared to $1.7 billion at September 3012(
The increase in assets was reflected primarilyangiases in the Company’s mortgdmgeked and investment securities and, to a lessent
in increases in net loans receivable, offset it ppia decrease in cash and cash equivalents.

Total cash and cash equivalents were $31.9 mifidbecember 31, 2013, a decrease of $8.2 milliom f640.1 million at September 30, 20
The decline primarily was the result of the Compauigvesting its excess liquidity in mortgage-bagtkand investment securitiesin genera
the Company maintains its cash investments inastdoearing overnight deposits with the FHLB of Msines and the Fderal Reserve Bal
of Minneapolis . At December 31, 2013, the Complaag no federal funds sold.

The total of mortgage-backed securities (“MB&d investment securities increased $94.2 mill@rg.1%, to $1.3 billion at December
2013 as compared to $1.2 billion at September 8032as investment purchases exceeded relateditiestusales, and principal pay dow
The Companys portfolio of securities consists primarily of U.SGovernment agency and instrumentality MBS, whielve relatively sha
expected lives and high quality non-bank qualifidadigations of states and political subdivisionSsIBQ”) which mature in approximately
years or less. Of the total of $680.6 million oBBI, $605.4 million are classified as availabledale, and $75.2 million are classified as he
maturity. Of the total of $582.8 million of invesént securities, $364.9 million are classified gailable for sale and $217.9 million .
classified as held to maturity. During the threenth period ended December 31, 2013, the Comparchased $49.4 million of MBS wi
estimated future maturities of five years or Igssnfarily due to anticipated prepayments) and dtataturities of 30 years or less and $
million of investment securities available for sapgimarily high quality NBQ obligations of statesd political subdivisions and U
Government guaranteed Small Business Administratiarapped, floating rate securities.
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The Companys portfolio of net loans receivable increased $22illion, or 5.8%, to $402.5 million at December, 2013 from $380.4 millic
at September 30, 2013. This increase primarilstesl to an $11.5 million increase in commercial andti-family real estate loansa, $9.¢
million increase in residential mortgage loansga@%nillion increasén agricultural real estate loans and a $2.0 mmliifecrease in commerc
operating loans, partially offset by a decreas$24 million in consumer loans, and $2.7 millioreigricultural operating loans.

Assets held for sale at December 31, 2013 remainetdanged from September 30, 2013 at $1.1 milliemtd an expected sale of a branc
the Central lowa market.

Total deposits increased $65.9 million, or 5.0%Datember 31, 2013 from September 30, 2013. Depatributable to MPS increasés
$87.2 million, or 8.2%, to $1.2 billion at Decemt&t, 2013, compared to $1.1 billion at September2813. Additionally, certificates
deposits decreased by2$.1 million to $105.5 million primarily related # decrease in public funds on deposit as plangetieo Company
The average balance of total deposits and int&essting liabilities was $1.6 billion for the threeonth period ended December 31, Z
compared to $1.4 billion for the same period infdher fiscal year.

Total borrowings increased $51.1 million from $ZALGillion at September 30, 2012 to $267.6 milliarD@cember 31, 2013, primarily due
the increase of federal funds purchased. The @agip overnight federal funds purchased fluctuates daily basis due to the nature ¢
portion of its non-interest bearing deposit basenarily related to payroll processing timing.

At December 31, 2013, the Company'’s stockholdegsitg totaled $142.6 million, a decreaseb0f4 million from $143.0 million at Septem!
30, 2013, due primarily to a decrease in accumulatedratomprehensive income caused by the impactcehtdnterest rate increases on
fair value of the Company’s securities portfolioAt December 31, 2013, the Bank continues to ekcae regulatory requirements

classification as a weltapitalized institution. See “Liquidity and CapiResources” for further information.

Non-performing Assets and Allowance for Loan Losses

Generally, when a loan becomes delinquent 90 daysooe or when the collection of principal or irgsr becomes doubtful, the Company
place the loan on a naecrual status and, as a result, previously accintedest income on the loan is reversed againseuincome. TF
loan will remain on a non-accrual status until lileen becomes current and has demonstrated a ssfa@niod of satisfactory performance.

The Company believes that the level of allowancgeldan losses at December 31, 2013 is appropriadereflects probable losses relate
these loans; however, there can be no assuraricalltt@ans will be fully collectible or that thegsent level of the allowance will be adeq
in the future. See “Allowance for Loan Losses"dvel
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The table below sets forth the amounts and categaf non-performing assets in the Comparportfolio. Foreclosed assets include a
acquired in settlement of loans.

Non-Performing Assets As O

December September
31, 2013 30, 2013
Non-Performing Loan: (Dollars in Thousands
Non-Accruing Loans
1-4 Family® $ 284 % 24t
Commercial & Multi Family® @ 31¢ 427
Commercial Operating 6 7
Total 60¢ 67¢
Accruing Loans Delinquent 90 Days or Mc
Consumer 4 13
Total 4 13
Total Non-Performing Loans 613 692
Other Asset:
Foreclosed Asset
Commercial & Multi Family 11€ 11€
Total 11€ 11€
Total Other Assets 11€ 11€
Total Non-Performing Assets $ 72§ 80¢
Total as a Percentage of Total Assets 0.0%% 0.0%,

(1)At December 31, 2013, the Company had $319,00@étsTlin Commercial & Multi Family and $6,000 of TDRsCommercial Operating
(2)At September 30, 2013, the Company had $320,00D&s in Commercial & Multi Family and $7,000 of TBR Commercial Operatin
In addition to the non-performing TDRs in (1) a2, the Company had an additional $4.8 million 84® million TDRs performing in

accordance with their terms at December 31, 20813Smptember 30, 2013, respectively.

At December 31, 2013, ngverforming loans totaled $0.6 million, representih% of total loans, compared to $0.7 million,002% of tota
loans at September 30, 2013.

Classified Assets Federal regulations provide for the classificatddioans and other assets such as debt and equityittes considered

our regulator, the OCC, to be of lesser qualitysabstandard,” “doubtful” or “loss.” An asset isrsidered “substandardf’it is inadequatel
protected by the current net worth and paying cépad the obligor or of the collateral pledged,aifiy. “Substandardassets include tha
characterized by the “distinct possibility” thatetBank will sustain “some losgf the deficiencies are not corrected. Assetssifizsl a
“doubtful” have all of the weaknesses inherenthiose classified “substandardyith the added characteristic that the weaknessesept mak
“collection or liquidation in full,” on the basid aurrently existing facts, conditions, and valutsghly questionable and improbableAsset:
classified as “loss” are those considered “unctitéée” and of such minimal value that their continuancassets without the establishment
specific loss reserve is not warranted.
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General allowances represent loss allowances wiagk been established to recognize the inherdnassociated with lending activities,

which, unlike specific allowances, have not bedoncated to particular problem assets. When assetslassified as “lossthe Bank i
required either to establish a specific allowararedsses equal to 100% of that portion of the tasselassified or to charg#f such amouni
The Banks determinations as to the classification of iseés and the amount of its valuation allowancesabgect to review by its regulatc
authorities, who may order the establishment oftemiéhl general or specific loss allowances.

On the basis of managementeview of its loans and other assets, at DeceBibe?013, the Company had classified a total of $4illion ol
its assets as substandard and none as doubthdsor This compares to classifications at Septe@®e2013 of $7.6 million as substandard
none as doubtful or loss. See Note 2 to the Caate@onsolidated Financial Statements.

Allowance for Loan Losse. The allowance for loan losses is establisheoltdin a provision for loan losses based on managésnevaluatio
of the risk inherent in its loan portfolio and clgas in the nature and volume of its loan activibgluding those loans which are be
specifically monitored by management. Such evadoawhich includes a review of loans for whichlfobllectability may not be reasona
assured, considers, among other matters, the dstinfair value of the underlying collateral, econontonditions, historical loan lo
experience and other factors that warrant recagmniti providing for an adequate loan loss allowance

Management closely monitors economic developmaeuits tegionally and nationwide, and considers tHas®rs when assessing the adeq
of its allowance for loan losses. The economigvdlmvn, which has shown some signs of abating, raes to strain the financial conditior
some borrowers. It should be noted that a sleqadrtion of the Compang’consumer loan portfolio is secured by residengial estate. Ov
the past three years, loss rates in the commemthimultifamily real estate market have remained moderstanagement believes that fut
losses in this portfolio may be somewhat highenthecent historical experience. Loss rates indatgcultural real estate and agriculti
operating loan portfolios have been minimal in paest three years primarily due to higher commogiiges as well as above average yi
which have created positive economic conditionsnfiaist farmers in our markets. Nonetheless, managesitill expects that future losse:
this portfolio, which have been very low, couldigher than recent historical experience. Managrrbelieves that various levels of drot
weather conditions within our markets have the midbto negatively impact potential yields whiclowdd have a negative economic effec
our agricultural markets. In addition, managemugiteves the continuing low growth environment naso negatively impact consumers
repayment capacities.

At December 31, 2013, the Company had establishetlewance for loan losses totaling $4.3 milli@mpared to $3.9 million at Septem
30, 2013. Management believes that, based on dedktaview of the loan portfolio, historic loanskes, current economic conditions, the
of the loan portfolio, and other factors, the catdevel of the allowance for loan losses at Decen®i, 2013 reflects an appropriate allow:
against probable losses from the loan portfolidthdugh the Company maintains its allowance fonlt@sses at a level that it considers t
adequate, investors and others are cautioned hiea¢ tan be no assurance that future losses wilerceed estimated amounts, or
additional provisions for loan losses will not leguired in future periods.

The allowance for loan losses reflects managersdrgst estimate of probable losses inherent irptrdolio based on currently availa
information. In addition to the factors mentionalobve, future additions to the allowance for loassks may become necessary based
changing economic conditions, increased loan bakc changes in the underlying collateral of tanlportfolio. In addition, our regulat
have the ability to order us to increase our allosea
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CRITICAL ACCOUNTING ESTIMATES

The Companys financial statements are prepared in accordaitbelhS. GAAP. The financial information containedthin these statemet
is, to a significant extent, financial informatithvat is based on approximate measures of the fialagifects of transactions and events that
already occurred. Based on its consideration ob@ating policies that: (i) involve the most comwland subjective decisions and assessi
which may be uncertain at the time the estimate mvade, and (ii) different estimates that reasonablyld have been used in the cur
period, or changes in the accounting estimate ahatreasonably likely to occur from period to périzvould have a material impact on
financial statements, management has identifiedptilizies described below as Critical Accountindiétes. This discussion and analy
should be read in conjunction with the Companyaficial statements and the accompanying notesnteesm Part II, Item 8 Consolidate
Financial Statements and Supplementary Data” oAitsual Report on Form 1K-for the year ended September 30, 2013 and infthom
contained herein.

Allowance for Loan Losse. The Companyg allowance for loan loss methodology incorporagesariety of risk considerations, b
guantitative and qualitative, in establishing atovahnce for loan loss that management believespapriate at each reporting de
Quantitative factors include the Company’s histalritoss experience, delinquency and chasffetrends, collateral values, change:
nonperforming loans, and other factors. Quamntiafactors also incorporate known information abiadividual loans, including borrowers’
sensitivity to interest rate movements. Qualigtfactors include the general economic environnierthe Companys markets, includir
economic conditions throughout the Midwest andpanticular, the state of certain industries. Sinel complexity of individual credits
relation to loan structure, existing loan policies)d pace of portfolio growth are other qualitatifeetors that are considered in
methodology. Although management believes theldenkethe allowance at both December 31, 2013 aptenber 30, 2013 were adequa
absorb probable losses inherent in the loan paotfaldecline in local economic conditions or otfeators could result in increasing losses.

Intangible Asset. Each quarter the Company evaluates the estimagetll lives of intangible assets and whether &svemn changes
circumstances warrant a revision to the remainiegops of amortization. In accordance with ASC ,3B@angibles — Goodwill and Other
recoverability of these assets is measured by casguaof the carrying amount of the asset to tharfiundiscounted cash flows the ass
expected to generate. If the asset is considerbd tmpaired, the amount of any impairment is messas the difference between the can
value and the fair value of the impaired asset.

Assumptions and estimates about future values emaining useful lives of the Company’s intangibhel @ther londived assets are comp
and subjective. They can be affected by a vanéfactors, including external factors such as stduand economic trends, and internal fac
such as changes in the Companpusiness strategy and internal forecasts. Afthahe Company believes the historical assumptant
estimates used are reasonable and appropriaterediffassumptions and estimates could materialyadainthe reported financial resultSelf-
Insurance. The Company has a sétisured healthcare plan for its employees up ttagetimits. To mitigate a portion of these riskise
Company has a stdpss insurance policy through a commercial insueatexrier for coverage in excess of $60,000 pewiithdal occurrenc
with an unlimited lifetime maximum. The estimateself-insurance liability is based upon known claims andestimate of incurred, but |
reported (“IBNR”)claims. IBNR claims are estimated using historidaims lag information received by a third partgims administrator
Due to the uncertainty of health claims, the apghnomcludes a process which may differ significarftom other methodologies and ¢
produce an estimate in accordance with U.S. GAARhough management believes it uses the bestrirdtion available to determine
accrual, unforeseen health claims could resultjusaiments to the accrual.

Deferred Tax Assel. The Company accounts for income taxes accorttirthe asset and liability method. Under this rodtfhdeferred te
assets and liabilities are recognized for the itax consequences attributable to differencesdsivthe financial statement carrying amao
of existing assets and liabilities and their resipectax basis. Deferred tax assets and liabslitee measured using the enacted tax
applicable to income for the years in which thosmgorary differences are expected to be recoveresktbled. Deferred tax assets
recognized subject to management’s judgment tladizegion is more-likely-thamot. An estimate of probable income tax benefitd will no
be realized in future years is required in deteingirthe necessity for a valuation allowance.
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Security Impairment Management continually monitors the investmestusity portfolio for impairment on a security bgcsirity basis
Management has a process in place to identify gm=uthat could potentially have a credit impainné¢hat is other-thatemporary. Thi
process involves the length of time and extenthicivthe fair value has been less than the amdrtipst basis, review of available informa
regarding the financial position of the issuererast or dividend payment status, monitoring thi@geof the security, cash flow projections,
the Companys intent to sell a security or whether it is makelly than not the Company will be required to sleé security before the recov
of its amortized cost which, in some cases, magrekto maturity. To the extent we determine thaeeurity is deemed to be other-than
temporarily impaired, an impairment loss is recagdi If the Company intends to sell a securitit @ more likely than not that the Comp:
would be required to sell a security before thevecy of its amortized cost, the Company recognae®ther-thatemporary impairment
earnings for the difference between amortized andtfair value. If we do not expect to recoverdhgortized cost basis, we do not plan to
the security and if it is not more likely than ribat the Company would be required to sell a sgcbgfore the recovery of its amortized c
the recognition of the other-thaemporary impairment is bifurcated. For those sées, the Company separates the total impairnrente
credit loss component recognized in earnings, hadamount of the loss related to other factorgi®gnized in other comprehensive inci
net of taxes.

The amount of the credit loss component of a debuigty impairment is estimated as the differeneavieen amortized cost and the pre
value of the expected cash flows of the securifpe present value is determined using the besmatdi of cash flows discounted at
effective interest rate implicit to the securitytla¢ date of purchase or the current yield to dea@r assebtacked or floating rate security. C
flow estimates for trust preferred securities aeeiveed from scenaribased outcomes of forecasted default rates, lossige prepaymel
speeds and structural support.

Level 3 Fair Value Measureme. U.S. GAAP requires the Company to measure thevédue of financial instruments under a standahiti
describes three levels of inputs that may be usethdasure fair value. Level 3 measurement incl@igsificant unobservable inputs t
reflect the Compang’ own assumptions about the assumptions that mpaketipants would use in pricing an asset oriliigh Level 3 asse
and liabilities include financial instruments whosadue is determined using pricing models, discedrtash flow methodologies, or sim
techniques, as well as instruments for which therd@nation of fair value requires significant mgament judgment or estimation. Althol
management believes that it uses a best estimatdoofmation available to determine fair value, doethe uncertainty of future events,
approach includes a process that may differ sicanifily from other methodologies and still produnesatimate that is in accordance with |
GAAP.

RESULTS OF OPERATIONS

General.

The Company recorded net income of $4.0 million6®icents per diluted share, for the three momie@ December 31, 2013 compared t
income of $3.1 million, or 57 cents per diluted rehdor the same period in fiscal year 2013. Tweease in net income was primarily due t
increase of $1.2 million in investment securitiestfolio interest income, and to a lesser extentjrerease in loans receivable as we
decreases in interest expense, offset in partdrg@ses in non-interest expense.

Net Interest Incom. Net interest income for the fiscal 2014 firsteer increased by $1.7 million, or 19.5%, to $1@i8ion from $8.8 millior
for the same period in the prior fiscal year priflyaglue to an increase in interest incoara a decrease in interest expense. Net interagin
increased to 2.71% for the first quarter of fispaér 2014 as compared to 2.50% for the same parifiscal year 2013. On the asset side
increase was primarily driven by an increase irun and yield in the securities portfolio. Of partar note is the increase in yield of
MBS portfolio due to lower premium amortization slower prepayments speeds. The relative growtthénloan portfolio also aided 1
interest margin expansion.
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The Companys asset yields increased by 14 basis points regutrtially from a change in asset mix which inleld a higher percentage of
exempt income from municipal bonds in the fiscal£26irst quarter compared to the same period inptthar fiscal year. The yield on non-
MBS investment securities increased by 19 basistpan a taxable equivalent yield (“TEYBpsis. Asset yields moderately expanded d
increased yields on the MBS portfolio. The yield government related MBS increased 29 basis poiAtgerage quarterly TEY on t
securities portfolio increased by 26 basis pointthe first quarter of fiscal 2014 compared to shene quarter of the prior year. Net inte
margin was also positively impacted by a 7 basiastpalecrease in the total cost of funds. Thigekse was primarily due to a decrease i
cost of time deposits due to lower rates on CDweatee The Company’s average intereatning assets for the fiscal 2014 first quartemghby
$185.2 million, or 12.0%, to $1.73 billion, up frdi.54 billion during the same quarter last figczr.

The Company’s average total deposits and intdreating liabilities for the 2014 first fiscal quarincreased $175.3 million, or 12.1%, to $.
billion from $1.45 billion for the same quarter la®ar. This increase was generated primarily feomincrease in MPS-related nioteres
bearing deposits, time deposits and overnight tddends purchased, slightly offset by a decreaséederal Home Loan Bank advances
other borrowings. MPS average quarterly depositgte 2014 first fiscal quartémcreased $96.4 million, or 8.9%, from the sameaquklas
year. This increase resulted almost entirely fgnowth in existing core prepaid card programs. @Nerates on all deposits and inte-
bearing liabilities decreased by 7 basis pointsiff23% in the 2013 first fiscal quarter to 0.16%he 2014 period. At December 31, 2(
low- and noeost checking deposits represented 90.5% of tefabsits compared to 91.5% one year earlier. Toethrin deposits was driv
by an increase of $39.3 million, or 3.5%, in defogenerated by MPS at December 31, 2013 as cothfraoe year earlier.
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The following tables present, for the periods iatlicl, the Company’s total dollar amount of inteiasbme from average interes&rning
assets and the resulting yields, as well as trerdat expense on average intelesdring liabilities, expressed both in dollars aatks. Ta
equivalent adjustments have been made in yielcht@nast bearing assets and net interest margim-aloruing loans have been included ir
table as loans carrying a zero yield.

Three Months Ended December 31, 2013 2012
(Dollars in Thousands Average Interest Average Interest
Outstanding Earned / Yield / Outstanding Earned / Yield /
Balance Paid Rate Balance Paid Rate
Interest-earning assets:
Loans receivabl $ 393,98: $ 4,471 45% $ 329,59t $ 4,127 4.91%
Mortgagebacked securitie 703,93: 3,68: 2.08% 651,83: 2,93¢ 1.7<%
Other investments and fed funds s 630,95: 3,00¢ 2.71% 562,20: 2,56¢ 2.48%
Total interest-earning assets 1,728,86' $ 11,16 2.86% 1,543,63 $ 9,63( 2.72%
Non-interest-earning assets 56,68¢ 73,53
Total assets $ 1,785,55 $ 1,617,16
Nor-interest bearing depos $ 1,208,19 $ - 0.0% $ 1,102,82 $ - 0.00(%
Interest-bearing liabilities:
Interes-bearing checkini 30,82¢ 25 0.32% 32,19¢ 4C 0.4%%
Savings 26,12° 8 0.12% 26,22¢ 1C 0.15%
Money market: 39,82( 20 0.2(% 39,78¢ 28 0.2¢%
Time deposit: 129,67: 22C 0.67% 96,85’ 347 1.42%
FHLB advance: 7,00( 12t 7.08% 11,00( 16¢ 6.0€%
Overnight fed funds purchas 162,46! 122 0.3(% 116,35: 97 0.32%
Other borrowings 21,52t 12¢ 2.3t% 25,04¢ 145 2.2€%
Total interest-bearing liabilities 417,44( 64¢ 0.62% 347,46¢ 83:< 0.95%
Total deposits and interes-bearing
liabilities 1,625,63 $ 64¢ 0.1€% 1,450,29 $ 83: 0.23%
Other non-interest bearing liabilitie! 12,86¢ 20,68(
Total liabilities 1,638,50: 1,470,971
Shareholders' equity 147,04t 146,19
Total liabilities and shareholders'
equity $ 1,785,55 $ 1,617,16

Net interest income and net interest |
spread including non-interest bearit
deposits $ 10,51 2.7(% $ 8,791 2.4%%

Net interest margin 2.71% 2.5(%
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The following table presents, for the periods imadéel, the Compang’total dollar amount of interest income from ageraecurities portfol
assets and the resulting yields expressed bothllarsl and rates. Tax equivalent adjustments Heeen made in yield. Actual quarter
yields were higher than average quarterly yieldgte fiscal first quarter 201.

Three Months Ended December 31 2013 2012
(Dollars in Thousands Average Interest Average Interest
Outstanding Earned / Yield / Outstanding Earned / Yield /
Balance Paid Rate Balance Paid Rate
Securities Portfolio assets
Mortgagebacked securitie 703,93: 3,68: 2.0&% 651,83: 2,93¢ 1.7<%
Investment Securities 559,28. 2,981 3.04% 489,08. 2,56¢ 2.8%
Total Securities Portfolio 1,263,221 $ 6,66/ 2.5(% 1,14091 $ 5,50¢ 2.2%

(1) Tax rate used to arrive at a Taxable Equivalentdyfier three months ended December 2013 is :
(2) Tax rate used to arrive at a Taxable EquivalentdYfier three months ended December 2012 is .

Provision for Loan Losse. The Company did not record a provision for Ié@sses in three month period ended December 3183 802012
This was the result of the evaluation of the alloeeafor loan loss as explained in Note 3 to thedeosed Consolidated Financial Statements.

Nor-Interest Income Non-interest income for the fiscal 2014 firstager increased slightly by $0.2 million, or 1.38%,$13.6 million from
$13.4 million for the same period in the prior fifgear. The change was due to an increase of $iilion in card fee income along witt
decrease in loss on sale of foreclosed real est£86.4 million and was partially offset by a dexse in gain on sale of securities availabli

sale of $1.7 million. Fees earned on MRRSated programs increased to $12million for the first quarter of fiscal year 201dompared t
$11.5 million for the same period in fiscal y@an3.

N on-Interest Expense Non-interest expense increased to $19xllion for the first quarter of fiscal year 2014 aompared to $18.1 millis
for the same period in fiscal year 2013. Compeénmsaxpense increased $0.7 million to $9Gillion for the three months ended Decen
31, 2013 as compared to $8.3 million for the samagop in fiscal year 2013 due primarily to a 3.0B@rease in overall staffingCarc
processing expense increased $0.6 million to $4lBmfor the three months ended December 31, 284 8ompared to $3.7 million for 1
same period in fiscal year 2013. Legal and comgukxpenses increased $0.5 million to $Illion for the three months ended Decen
31, 2013 as compared to $0.9 million for the saewod in fiscal year 2013.

Income Tax Income tax expense for the first quarter ofdisgear 2014 was $1.0million, or an effective tax rate of 20.6%, comphie
income tax expense of $1.0 million, or an effectiae rate of 24.3%, for the same period in thergiigcal year. The decrease in effective
rate is mainly the result of an increase in theura@ of tax exempt municipal bonds owned by the Gongp To a lesser extent, the decrea
also a result of the purchase of additional bankexhife insurance in late December 2012.

LIQUIDITY AND CAPITAL RESOURCES

The Company’s primary sources of funds are depdsaeowings, principal and interest payments camoand mortgageacked securitie
and maturing investment securities. While schatlldan repayments and maturing investments aréivelia predictable, deposit flows a
early loan repayments are influenced by the lef/@iterest rates, general economic conditions,@mdpetition.
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The Company uses its capital resources principtdlymeet ongoing commitments to fund maturing deetes of deposits and Ic
commitments, to maintain liquidity, and to meet @img expenses. At December 31, 2013, the Compadycommitments to originate ¢
purchase loans and unused lines of credit totd@iB®5 million. The Company believes that loan repaymemid other sources of funds \
be adequate to meet its foreseeable short- andtéwny liquidity needs.At December 31, 2013, the Company had three comenitsntc
purchase securities held to maturity totaling $Irfillion.

Quantitative measures established by regulati@nsure capital adequacy require the Bank to maim@imum amounts and ratios (set fq
in the table below) of total risk-based capital dmek | capital (as defined in the regulationsyigk-weighted assets (as defined), and a levt
ratio consisting of Tier | capital (as defined) dverage assets (as defined). As of December 3113, 2he Bank met all capital adequ
requirements.

The Bank’s actual and required capital amountsratids are presented in the following table.

Minimum
Requirement to Be

Minimum
Requirement For
Capital Adequacy

Well Capitalized
Under Prompt
Corrective Action

Actual Purposes Provisions
At December 31, 201 Amount Ratio Amount Ratio Amount Ratio
(Dollars in Thousands
MetaBank
Tangible capital (to tangible asse $ 164,46 9.01% $ 27,39¢ 1.5(% $ n/a n/e%
Tier 1 (core) capital (to adjusted tof
assets 164,46: 9.01 73,05( 4.0C 91,31: 5.0C
Tier 1 (core) capital (to risk-weighte
assets 164,46: 22.2¢ 29,527 4.0C 44,29: 6.0C
Total risk-based capital (to risk-
weighted asset: 168,72( 22.8¢ 59,05¢ 8.0C 73,81¢ 10.0¢

The Federal Deposit Insurance Corporation ImproverAet of 1991 (FDICIA) established five regulatargpital categories and authorized
banking regulators to take prompt corrective actidth respect to institutions in an undercapitalizategory. At December 31, 2013, the E
exceeded all requirements for the well capitalizakgory.

In July 2013, the Bank’s primary federal regulatbe Federal Reserve, and the Bangeimary federal regulator, the OCC, approvedfinkes
(the “Basel Il Capital Rules"gstablishing a new comprehensive capital frameviark).S. banking organizations. The Basel 11l CapRule:
generally implement the Basel Committee on Banl8ngervision’s (the “Basel CommitteeDecember 2010 final capital framework refe
to as “Basel lI” for strengthening internationadpital standards. The Basel Il Capital Rules tari&lly revise the rislbased capit
requirements applicable to bank holding companiestheir depository institution subsidiaries, irdihg us and the Bank, as compared tc
current U.S. general riskased capital rules. The Basel Il Capital Rulegsethe definitions and the components of reguatapital, as we
as address other issues affecting the numeratmariking institutionstregulatory capital ratios. The Basel Ill Capitall&s also address as
risk weights and other matters affecting the demaoir in banking institutions’ regulatory capitatios and replace the existing general ris|
weighting approach, which was derived from the B&m®mnmittee’s 1988 “Basel I” capital accords, withmore risksensitive approach bas
in part, on the “standardized approach” in the B&mmmittee’s 2004 “Basel Il'tapital accords. In addition, the Basel Il Capitailes
implement certain provisions of the Do#fdank Act, including the requirements of Sectio®A3o remove references to credit ratings frorn
federal agencies’ rules. The Basel Il Capital Rudee effective for us and the Bank on January)152subject to phada-periods for certa
of their components and other provisions.

We believe that the Bank will be able to meet teedeapital ratios upon implementation of the reglisequirements, as finalized.
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ltem 3. Quantitative and Qualitative Disclosure About MdrRésk

MARKET RISK

The Company is exposed to the impact of interéstahanges and changes in the market value ofiesiments.

The Company currently focuses lending efforts talvariginating and purchasing competitively pricedjustable-rate and fixedate loal
products with short to intermediate terms to m&gugenerally five years or less except for resi@dmortgage loans. This theoretically allc
the Company to maintain a portfolio of loans thdt have relatively little sensitivity to changes the level of interest rates, while providir
reasonable spread to the cost of liabilities ueddrd the loans.

The Companys primary objective for its investment portfoliotis provide a source of liquidity for the Company addition, the investme
portfolio may be used in the management of the Gomp interest rate risk profile. The investment pplgenerally calls for funds to
invested among various categories of security typeb maturities based upon the Compamyged for liquidity, desire to achieve a prt
balance between minimizing risk while maximizingeld, the need to provide collateral for borrowingsd to fulfill the Company
asset/liability management goals.

The Company’s cost of funds responds to changegenest rates due to the relatively shierim nature of its deposit portfolio, and due te
relatively short-term nature of its borrowed fund$ie Company believes that its growing portfolidoav- or no-cost deposits provides a ste
and profitable funding vehicle, but also subjetis Company to greater risk in a falling interes¢ renvironment than it would otherwise h
without this portfolio. This risk is due to thecfathat, while asset yields may decrease in anfalinterest rate environment, the Comg
cannot significantly reduce interest costs assediatith these deposits, which thereby compress<tmpanys net interest margin. As
result of the Company’interest rate risk exposure in this regard, tbengany has elected not to enter in to any new loteyen wholesal
borrowings, and generally has not emphasized loteger time deposit products.

The Board of Directors and relevant governmentleggns establish limits on the level of acceptdbterest rate risk at the Company, to wl
management adheres. There can be no assurancevdrothat, in the event of an adverse changetéardat rates, the Compasyéfforts t
limit interest rate risk will be successful.

Interest Rate Risk

Overview. The Company actively manages interest rate risk, as changes in marterest rates can have a significant impact on teg
earnings. The Bank, like other financial instibuis, is subject to interest rate risk to the exthat its interesbearing liabilities mature
reprice more rapidly than its interestfning assets. The interest rate risk procestesggned to compare income simulations in m;
scenarios designed to alter the direction, mageitadd speed of interest rate changes, as wetleasldpe of the yield curve. The Comp
does not currently engage in trading activitiesdntrol interest rate risk although it may do sahe future, if deemed necessary, to
manage interest rate risk.

Earnings at risk and economic value analyAs a continuing part of its financial strategy, tBank considers methods of managing
asset/liability mismatch consistent with maintagnacceptable levels of net interest income. Ireotd properly monitor interest rate risk,
Board of Directors has created an Investment Cotaenitvhose principal responsibilities are to asshesBanks asset/liability mix ar
implement strategies that will enhance income wimnaging the Bank’s vulnerability to changes teliest rates.

The Company uses two approaches to model intea¢strisk: Earnings at Risk (‘EAR analysis”) and Bomic Value of Equity (EVE
analysis”). Under EAR analysis, net interest income is caleddbr each interest rate scenario to the netéaténcome forecast in the b
case. EAR analysis measures the sensitivity efést sensitive earnings over a one year minimuoma tiorizon. The results are affectec
projected rates, prepayments, caps and floors. &lamplied forward rates and various likely andrente interest rate scenarios can be use
EAR analysis. These likely and extreme scena@wsicclude rapid and gradual interest rate rangis,shocks and yield curve twists.
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The EAR analysis used in the following table reffethe required analysis used no less than quafttgrmanagement. It model$00, +10C
+200, +300 basis point parallel shifts in markéeiast rates over the next one-year period. Dtieg@urrent low level of interest rates, only a
100 basis point parallel shift is represented.

The Company is within Board policy limits for atenarios.. The table below shows the results o$tle@ario as of December 31, 2013:
Net Sensitive Earnings at Risk

Net Sensitive Earnings at Risl
Standard (Parallel Shift) Year 1
Net Interest Income at Risk %

-10C +10C +20( +30(
Basis Point Change Scena -2.4% -3.0% -6.4% -9.8%
Board Policy Limits -5.C% -5.0% -10.(% -15.(%

The EAR analysis reported at December 31, 2013yshbat more liabilities (primarily the overniglgderal funds purchased) than assets
reprice over the modeled one-year period.

The Company’s overnight federal funds purchasectdlates on a daily basis due to the nature of topoof its noninterest bearing depo
base, primarily related to payroll processing tigninnterest rate risk (“IRR”) is a snapshot inginThe Compang' IRR results vary dependi
on which day of the week this snapshot is takeR WiRs negatively affected because the 2014 fiscsdlfuarter ended on a Tuesday, wt
due to payroll processing timing, tend to necetsiahigher than average amount of overnight fédenals purchased which are typically
down throughout the week. The Company anticipatgzroved IRR results in an upward interest rate remvinent based on expected non
interest bearing deposit growth from January thioMigirch.

The following table shows the income sensitivitysefected assets and liabilities to changes in etamkerest rates (dollars in thousands).

Change in Interest Income/Expense

% of for a given change in interest rate!
Total Total
Earning Earning Over / (Under) Base Case Parallel Ramn

Basis Point Change Scenar  Assets Assets -10C Base +10C +20( +30(
Total Loans 402,80t 23.7% 18,72¢ 19,49 20,32¢ 21,18¢ 22,05(
Total Investments (non-TEY

and other Earning Assets 1,295,32 76.2% 24,56 25,38 26,47 27,47 28,47.
Total Interest-Sensitive

Income 1,698,13! 100.(% 43,29( 44,87 46,80 48,65¢ 50,52:
Total Interest-Bearing

Deposits 203,19 44.1% 672 884 1,70¢ 2,57 3,502
Total Borrowings 257,244 55.%% 944 1,28( 3,681 6,081 8,481
Total Interest-Sensitive

Expense 460,44t 100.(% 1,617 2,164 5,387 8,65¢ 11,98:
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The Company believes that its growing portfolio rafninterest bearing deposits provides a stable anéitgote funding vehicle and
significant competitive advantage in a rising ierrate environment as the Compangost of funds will likely remain relatively lowith les:
increase expected relative to other banks. Thepaom continues to execute its investment stratdégyrimarily purchasing NBQ municip
bonds and agency MBS. The NBQ municipal bondgdatexempt and as such have a tax equivalent giiglier than their book yield. T
tax equivalent yield calculation for NBQ municigabnds uses the Company’s cost of funds as ones abihponents. With the Compasy’
large volume of norRterest bearing deposits, the tax equivalent yieidhese NBQ municipal bonds is higher than alaimierm investment
other investment categories of similar risk andhbigthan most other banks can realize on the sastauinents. The Company has
purchased a number of variable-rate securitiesnduttie 2014 fiscal first quarter. This strateggrgmes some shotierm yield, but bett:
positions the Company for future interest rateeases.

Under EVE analysis, the economic value of finanaisdets, liabilities and offalance sheet instruments, is derived under edehscagnario
The economic value of equity is calculated as fferdnce between the estimated market value aftassd liabilities, net of the impact of off-
balance sheet instruments.

The EVE analysis used in the following table retethe required analysis used no less than quattgrmanagement. It models immediate
100, +100, +200 and +300 basis point parallel shiftmarket interest rates. Due to the current level of interest rates, only 460 basi
point parallel shift is represented.

The Company is within Board policy limits for alasis point scenarios. The table below shows thdtsesf the scenario as of December
2013:

Economic Value Sensitivity

Standard (Parallel Shift)
Economic Value of Equity at Risk %

-10C +10C +20C +30C
Basis Point Change Scena -3.1% -1.1% -4.2% -8.7%
Board Policy Limits -10.(% -10.(% -20.(% -30.(%

The EVE at risk reported at December 31, 2013, shitnat as interest rates increase immediatelyetlo@omic value of equity position v
decrease, since the amount of the assets is gthatethe amount of liabilities.

The following table details the economic value #@rnty to changes in market interest rates at Delger 31, 2013, for loans, investme
deposits, borrowings, and other assets and ligsilifdollars in thousands). The analysis reflélttd, in a +100, +200, and +300 higher
scenario, total assets are less sensitive thanitdidities. Investments contribute to sensityyilargely due to fixed rate securities investrnse
This sensitivity is offset by the non-interest begrdeposits.
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Change in Economic Value

% of for a given change in interest rates
Book Total Over / (Under) Base Case Parallel Ramn

Basis Point Change Scenari Value Assets -10C +10C +20C +30C
Total Loans 402,80¢ 22.2% 2.1% -2.8% -5.7% -8.4%
Total Investments (hon-TEY) and ott

Earning Asset 1,275,19 70.7% 4.7% -5.C% -9.9% -14.€%
Other Assets 126,17: 7.C% 0.C% 0.C% 0.C% 0.Coq
Assets 1,804,17. 100.(% 3.8% -4.2% -8.2% -12.204
Interes-Bearing Deposit 203,19° 12.2% 1.7% -1.€% -3.1% -4.3%
Nonr-Interest Bearing Deposi 1,186,18: 71.£% 7.C% -6.€% -12.5% -17.8%
Total Borrowings and Other Liabilitie: 272,39! 16.4% 0.2% -0.2% -0.4% -0.504
Liabilities 1,661,78I 100.(% 4.6% -4.4% -9.0% -12.80p

Certain shortcomings are inherent in the methoanalysis presented in the table. For examplepadth certain assets and liabilities may |
similar maturities or periods to repricing, theyymaact in different degrees to changes in mankigrést rates. Also, the interest rate
certain types of assets and liabilities may flutdua advance of changes in market interest rathde interest rates on other types may
behind changes in market rates. Additionally,aiarassets, such as adjustable rate mortgage loaves features that restrict changes in int
rates on a shoterm basis and over the life of the asset. Fumibee, although management has estimated changies levels of prepaymei
and early withdrawal in these rate environmentshdevels would likely deviate from those assumedalculating the table. Finally, 1
ability of some borrowers to service their debt rdagrease in the event of an interest rate increase

Iltem 4. Controls and Procedur
CONTROLS AND PROCEDURES

Any control system, no matter how well designed apdrated, can provide only reasonable (not absjphgsurance that its objectives wil
met. Furthermore, no evaluation of controls camvijgte absolute assurance that all control issuesi@stances of fraud, if any, have b
detected.

DISCLOSURE CONTROLS AND PROCEDURES

The Company’s management, with the participatiothef Companys Chief Executive Officer and Chief Financial Offic has evaluated t
effectiveness of the Company’s “disclosure contantsl procedures”, as such term is defined in RUBzs — 15(e) and 15d 15(e) of th
Securities Exchange Act of 1934 (“Exchange Act"pathe end of the period covered by the report.

Based upon that evaluation, our Chief Executiveid®ffand Chief Financial Officer concluded that,Detcember 31, 2013, the Company’
disclosure controls and procedures were effectiverovide reasonable assurance that (i) the infoomaequired to be disclosed by us in
report was recorded, processed, summarized andteepwithin the time periods specified in the SE@iles and forms, and (ii) informat
required to be disclosed by us in our reports thatfile or submit under the Exchange Act is accwated and communicated to
management, including our principal executive andgpal financial officers, or persons performisignilar functions, as appropriate to all
timely decisions regarding required disclosure.
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INTERNAL CONTROL OVER FINANCIAL REPORTING

As previously disclosed in the Company’s Annual &€&pn Form 1K for the fiscal year ended September 30, 2013,agament identified
material weakness in internal control over finaheceporting as of September 30, 2013.  Our priegfication control was not desigr
appropriately to provide reasonable assurancethigaprices received for certain investment seagiteflect their fair value. Specifically, -
price verification control in which we compared thece provided from our primary pricing provider & second price from another pric
provider was improperly designed because for aertacurities the underlying pricing sources usedohy pricing providers were r
independent of one another. As a result, a materisstatement to the fair value of certain avddafor sale securities presented in
preliminary statement of financial condition andtstment of comprehensive income (loss) existedaasdcorrected prior to the public issue
and filing of the consolidated financial statements

While the known error mentioned above resultingrfrihe material weakness was limited to two Fannée Whortgagédracked securities, t
material weakness in internal control applies tbraader population of the securities portfolio. #wch, remediation efforts were ft
implemented across the entire securities portfdliong the 2014 first fiscal quarter. The remedmaefforts were administered by our Diret
of Portfolio Management and involved key leademfracross the organization, including our Chief diwe Officer and Chief Financ
Officer.

With the participation of the Comparsy’'management, including its Chief Executive Offiegrd Chief Financial Officer, the Comp:
conducted an evaluation of the Companiriternal control over financial reporting to deténe whether any changes occurred during
Company'’s fiscal quarter ended December 31, 20%8,Have materially affected, or are reasonabkiiko materially affect, the Company’
internal control over financial reporting. Based such evaluation, management concluded that, éiseoénd of the period covered by
report, other than the remediation of the mateviedkness noted above, there have not been anyaehanthe Compang’internal control o
financial reporting (as such term is defined ind8ul3a-15(f) and 1585(f) under the Exchange Act) during the fiscal rigrato which thi
report relates that have materially affected, erransonably likely to materially affect, the Comyga internal control over financial reporting.
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META FINANCIAL GROUP, INC.
PART Il - OTHER INFORMATION

FORM 10-Q

Item 1. Legal Proceedings See “Legal Proceedingsif Note 6 to the Notes to Condensed Consolidatedrfeial Statements, which
incorporated herein by reference.

Item 1A. Risk Factors In addition to the other information set forth st report, you should carefully consider the fextdiscussed in Part
“ltem 1A. Risk Factors” in our Annual Report on Fofl0-K for the year ended September 3013. Additional risks ar
uncertainties not currently known to us or thatounerently deem immaterial may also materially addessely affect us in tl
future.

Item 2. Unreqistered Sales of Equity Securities ldad of ProceedsNone

Item 3 ._ Defaults Upon Senior SecuritieNone

Item 4._Mine Safety DisclosuredNot Applicable

Item 5. Other Information None

Item 6. Exhibits
See Index to Exhibits.
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META FINANCIAL GROUP, INC.
SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisd¢port to be signed on its behalf by
undersigned thereunto duly authorized.

META FINANCIAL GROUP, INC.

Date:February 6, 201 By: /s/J. Tyler Haah
J. Tyler Haahr, Chairman of the Bo:
and Chief Executive Office

Date:February 6, 201 By: /s/ Glen W. Herricl
Glen W. Herrick, Executive Vice Preside
and Chief Financial Office
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INDEX TO EXHIBITS

Exhibit

Number Description
31.1 Section 302 certification of Chief Executive Offic

31.2 Section 302 certification of Chief Financial Offic

32.1 Section 906 certification of Chief Executive Offic

32.2 Section 906 certification of Chief Financial Offic

101.INS Instance Documet
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Exhibit 31.1

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

[, J. Tyler Haahr, certify that:

1.

2.

| have reviewed this quarterly report on Forn-Q of Meta Financial Group, Inc

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omisteie a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, ntgadisg with respect to the per
covered by this repor

Based on my knowledge, the financial statementd, @her financial information included in this repdfairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrang other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstrend procedures |
defined in Exchange Act Rules 13a-15(e) and 15(k)) and internal control over financial repagtias defined in Exchange Act Rt
13z15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procedunegaosed such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to u:
others within those entities, particularly duritg tperiod in which this report is being prepal

(b) Designed such internal control over financial réipgr, or caused such internal control over finahi@aorting to be designed under
supervision, to provide reasonable assurance rieggtide reliability of financial reporting and tipeeparation of financial stateme
for external purposes in accordance with geneeabepted accounting principle

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and presémtbis report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any changes in thésteant’s internal control over financial reportititgat occurred during the registranthos
recent fiscal quarter (the registrantourth fiscal quarter in the case of an annupbrg, that has materially affected, or is reasdy
likely to materially affect, the registré's internal control over financial reporting; &

The registrang other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacdmmittee of the registramst’board of directors (or persons performing theivedent
functions):

(a) All significant deficiencies and material weakness®e the design or operation of internal controéiofinancial reporting which a
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that inedvmanagement or other employees who have a sigmiifiole in the registramstinterna
control over financial reporting

Date: February 6, 201 s/ J. Tyler Haah

Chairman of the Board and Chief Executive Offi




Exhibit 31.2
CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Glen W. Herrick, certify that:

1.

2.

| have reviewed this quarterly report on Forn-Q of Meta Financial Group, Inc

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omisteie a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, ntgadisg with respect to the per
covered by this repor

Based on my knowledge, the financial statementd, @her financial information included in this repdfairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrang other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstrend procedures |
defined in Exchange Act Rules 13a-15(e) and 15(k)) and internal control over financial repagtias defined in Exchange Act Rt
13z15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procedunegaosed such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to u:
others within those entities, particularly duritg tperiod in which this report is being prepal

(b) Designed such internal control over financial réipgr, or caused such internal control over finahi@aorting to be designed under
supervision, to provide reasonable assurance rieggtide reliability of financial reporting and tipeeparation of financial stateme
for external purposes in accordance with geneeabepted accounting principle

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and presémtbis report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any changes in thésteant’s internal control over financial reportititgat occurred during the registranthos
recent fiscal quarter (the registrantourth fiscal quarter in the case of an annupbrg, that has materially affected, or is reasdy
likely to materially affect, the registré's internal control over financial reporting; &

The registrang other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacdmmittee of the registramst’board of directors (or persons performing theivedent
functions):

(a) All significant deficiencies and material weakness®e the design or operation of internal controéiofinancial reporting which a
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that inedvmanagement or other employees who have a sigmiifiole in the registramstinterna
control over financial reporting

Date: February 6, 201 /sl Glen W. Herricl

Executive Vice President and Chief Financial Offi




Exhibit 32.1

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

In connection with the Quarterly Report on FormQ@f Meta Financial Group, Inc. (the “Companydy the quarterly period ended Decernr
31, 2013 as filed with the Securities and Excha@gmmission on the date hereof (the “Repott”)]. Tyler Haahr, Chairman of the Board
Chief Executive Officer of the Company, certify rpuant to section 906 of the Sarbanes-Oxley AQOOP, that:

(1) the Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof1934; anc

(2) the information contained in the Report fairly pets, in all material respects, the financial ctodiand result of operations of
Company.

By: /s/ J. Tyler Haahr
Name: J. Tyler Haal

Chairman of the Board and Chief Executive Officer
February 6, 2014




Exhibit 32.2

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

In connection with the Quarterly Report on FormQ@f Meta Financial Group, Inc. (the “Companydy the quarterly period ended Decernr
31, 2013 as filed with the Securities and Exchadgemission on the date hereof (the “Repott"fzlen W. Herrick, Chief Financial Officer
the Company, certify, pursuant to section 906 efSlarbanes-Oxley Act of 2002, that:

(1) the Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof1934; anc

(2) the information contained in the Report fairly pets, in all material respects, the financial ctodiand result of operations of
Company.

By: /s/ Glen W. Herrick

Name: Glen W. Herric

Executive Vice President and Chief Financial Office
February 6, 2014




