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Forward-Looking Statements

Meta Financial Group, In@, (“Meta Financial” or “the Company” or “us”) antsiwholly-owned subsidiary, MetaBank™ (the “Bart(”
“MetaBank”), may from time to time make written oral “forward-looking statementsijticluding statements contained in this Annual Repo
Form 10-K, in its other filings with the Securitiard Exchange Commission (“SECI),its reports to stockholders, and in other comitations b
the Company, which are made in good faith by then@any pursuant to the “safe harbprovisions of the Private Securities Litigation Bafi Act
of 1995.

" ou LT " ou LTS HNTH

You can identify forward-looking statements by weslich as “may,” “hope,” “will,” “should,” “expect,’plan,” “anticipate,” “intend,”
“believe,” “estimate,” “predict,” “potential,” “cotinue,” “could,” “future” or the negative of those terms or other words wiilair meaning. Yo
should read statements that contain these wordsfullgr because they discuss our future expectationsstate other “forward-looking”
information. These forward-looking statementsunde statements with respect to the Compabgliefs, expectations, estimates, and intentioa
are subject to significant risks and uncertaintes] are subject to change based on various factonse of which are beyond the Company’
control. Such statements address, among other§ltbeing subjects: future operating results; ocuser retention; loan and other product dem
important components of the Compasyalance sheet and income statements; growth xgrahsion; new products and services, such as
offered by MetaBank™ (the “Bank”) or Meta Paymentsms® (“MPS”),a division of the Bank; credit quality and adequadyreserve:
technology; and the Company’'s employees. The fatigwfactors, among others, could cause the Compafigancial performance to dif
materially from the expectations, estimates, amehitions expressed in such forwdodking statements: the strength of the UnitedeStaconom
in general and the strength of the local econorimieghich the Company conducts operations; the &ffe€ and changes in, trade, monetary,
fiscal policies and laws, including interest ratdigies of the Board of Governors of the Federaddtee System (the “Federal Reserva§,well a
efforts of the United States Treasury in conjunctigith bank regulatory agencies to stimulate thenemy and protect the financial syst
inflation, interest rate, market, and monetary tilations; the timely development of and acceptasfoeew products and services offered by
Company as well as risks (including reputational tigation) attendant thereto and the perceiveerall value of these products and service
users; the risks of dealing with or utilizing thipdrty vendors; the scope of restrictions and ccanpk requirements imposed by the superv
directives and/or the Consent Orders entered iptthé Company and the Bank with the Office of Tih8tipervision (the functions of which w
transferred to the Office of the Comptroller of Berrency (“OCC")and the Federal Reserve) and any other such aetioich may be initiated; tt
impact of changes in financial servicdais and regulations, including but not limitedcor relationship with our regulators, the OCC ahe
Federal Reserve; technological changes, includirgnbt limited to the protection of electronic §iler databases; acquisitions; litigation ris
general, including but not limited to those risksdlving the MPS division; the growth of the Companbusiness as well as expenses re
thereto; changes in consumer spending and savhitshand the success of the Company at managihgatecting assets of borrowers in default.

" ou " ow“

The foregoing list of factors is not exclusive. diibnal discussions of factors affecting the Compa business and prospects
contained in the Company'’s periodic filings witletSEC. The Company expressly disclaims any irdenbligation to update any forwatdeking
statement, whether written or oral, that may beerfaam time to time by or on behalf of the Companyts subsidiaries.

Available Information

The Company’s website address is www.metabank.cbine. Company makes available, through a link with SECS EDGAR databas
free of charge, its annual report on Form 10-K,rtprby reports on Form 10-Q, current reports onnkr&K, amendments to those reports filer
furnished pursuant to Section 13(a) or 15(d) of $eeurities Exchange Act of 1934 (the “Exchange”A@nd beneficial ownership reports
Forms 3, 4, and 5. The information found on thenany’s website is not incorporated by reference indhiany other report the Company file
furnishes to the SEC.




Table of Content

PART I
ltem 1. Business
General

Meta Financial, a registered unitary savings armah loolding company, is a Delaware corporation,pifiecipal assets of which are all
issued and outstanding shares of the Bank, a fedavings bank, the accounts of which are insunedouapplicable limits under the Dept
Insurance Fund (“DIF”) of the Federal Deposit Irsge Corporation (“FDIC”")Unless the context otherwise requires, refereneesir to th:
Company include Meta Financial and the Bank, ahgldisidiaries on a consolidated basis.

The Bank, a wholly-owned full service banking sdimiy of Meta Financial, is both a commundsiented financial institution offering
variety of financial services to meet the needthefcommunities it serves and a payments compaatyptvides services on a nationwide basi
further described below. The principal businesshef Bank has historically consisted of attractietpil deposits from the general public
investing those funds primarily in one- to four-fmresidential mortgage loans, commercial and rfaltnily real estate, agricultural operations
real estate, construction, and consumer and conmetherperating loans primarily in the Bamskmarket areas. The Bank also purchases
participations from time to time from other finaakinstitutions, but presently at a lower level qg@red to prior years, as well as mortgageke«
securities and other investments permissible uagplicable regulations.

In addition to its communitpriented lending and deposit gathering activitie2004, the Bank created a division known as MRetgmer
Systems (“MPS”)which issues prepaid cards, provides consumer tcpedducts, sponsors ATMs into various debit nekspiand offers oth
payment industry products and services. Througladtivities, MPS generates both fee income and &wd noeost deposits for the Bank.
noted in the “Management’s Discussion and AnalgéiBinancial Condition and Results of Operationgtiich is included in Item 7 of this Annt
Report on Form 10-K, MPS continues to expand arglayp a significant role in the Company’s finangielrformance.

The Company’s revenues are derived primarily fromeriest on commercial and residential mortgagesioarortgagésacked securitie
fees generated through the activities of MPS, oitegstments, consumer loans, agricultural opegdtians, commercial operating loans, inc
from service charges, loan origination fees, amaah Igervicing fee income.

Meta Financial owned Meta Trust Company (“Meta Tisa South Dakota trust corporation. Meta Trust, ldisfaed in April 2002 as
South Dakota corporation and a wholiwned subsidiary of Meta Financial, provided a falhge of trust services. On September 30, 20k
Company sold Meta Trust.
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First Midwest Financial Capital Trust, also a wiedwned subsidiary of Meta Financial, was establisheduly 2001 for the purpose
issuing trust preferred securities.

Meta Financial and the Bank are subject to comprgilie regulation and supervision. See “Regulatimarein.

The principal executive office of the Company isdted at 5501 South Broadband Lane, Sioux FallsthSBakota 57108. Its telephc
number at that address is (605) 782-1767.

Market Areas

The Bank has four market areas and the MPS divigdorthwest lowa (“NWI”), Brookings, Central lowdCI”), and Sioux Empir
(“SE”). The Banks home office is located at 121 East Fifth Stree$torm Lake, lowa. NWI operates two offices inr8t Lake, lowa. Brooking
operates one office in Brookings, South Dakota.orates a total of six offices in lowa: Des Msr(3), West Des Moines (2) and Urbandale
operates three offices and one administrative effic Sioux Falls, SD. MPS, which offers prepaiddsaand other payment industry products
services nationwide, operates out of Sioux Falieit!$ Dakota and has an administrative office in Gmaebraska. See “Meta Payment Sys@ms
Division.”

The Bank has a total of twelve full-service branoffices, and one non-retail service branch in Meisphennessee.

The Companys primary commercial banking market area inclutiesidwa counties of Buena Vista, Dallas and Paik, the South Dako
counties of Brookings, Lincoln, Minnehaha and Moodgwa ranks 10" and South Dakota 1% in “The Best States for Business
Careers” Forbes.com, November 2011). lowa has low corpdreteme and franchise taxes. South Dakota hasormprate income tax, perso
income tax, personal property tax, business invgrtx, or inheritance tax.

Storm Lake is located in low&’'Buena Vista County approximately 150 miles noesiwof Des Moines and 200 miles southwe:
Minneapolis. Like much of the state of lowa, Stotake and the surrounding market area are highpedéent upon farming and agricultt
markets. Major employers in the area include Budfista Regional Medical Center, Tyson Foods, Saee L[Foods, and Buena Vi
University. The Northwest lowa market operates bifices in Storm Lake.

Brookings is located in Brookings County, South Btak approximately 50 miles north of Sioux FallsdaRO0 miles west
Minneapolis. The Bank’s market area encompasspogimately a 60wile radius of Brookings. The area is generallsakuand agriculture is
significant industry in the community. South Dakdtate University is the largest employer in Bingk. The community also has sev
manufacturing companies, including 3M, Larson Maetidiring, Daktronics, Falcon Plastics, Twin CitynFand Rainbow Play Systems, Inc.
Brookings market operates from an office locateddawntown Brookings.

Des Moines, lowa capital, is located in central lowa and is thitipal, economic and cultural capital of the staf@es Moines was rank
4thin “The Best Places for Business and Caredfstifes.com, June 2012). The Des Moines marketeme@mpasses Polk County and surrour
counties. The Bank’Central lowa main office is located in the hedrtiowntown Des Moines. The Urbandale office imihigh growth area ju
off 1-80 at the intersection of two major streefhe West Des Moines office operates near a trgfific intersection, across from a major shop
mall. The Ingersoll office is located near therhed Des Moines, on a major thoroughfare, in asddy populated area. The Highland Park fac
is located in a historical district approximatelyef minutes north of downtown Des Moines. The dar€reek office is located near Jordan C
Town Center in West Des Moines, one of the fagiestving communities in the State of lowa and theakr Des Moines area. The Des Ma
metro area is a center of insurance, printing,nfiea retail and wholesale trades as well as inguptoviding a diverse economic base. M
employers include Principal Life Insurance Compdowa Health — Des Moines, Mercy Hospital Medicain@r, HyVee Food Stores, Inc., City
Des Moines, United Parcel Service, Nationwide Mutmaurance Co., Pioneer Hi Bred International Jremd Wells Fargo. Universities ¢
colleges in the area include Des Moines Area Conityu@ollege, Drake University, Simpson College, Ddsines University, Grand Vie
College, AIB College of Business, and Upper lowavdrsity. The unemployment rate in the Des Moinextro area was 4.50% as of Septer
2012.
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Sioux Falls is located at the crossroads of Iniest29 and 90 in southeast South Dakota, 270 solahwest of Minneapolis. The Sic
Falls market area encompasses Minnehaha and Liccointies. The main branch is located at the highwth area of 51 and Western. Oth
branches are located at 3and Minnesota and the intersection of 12th and Eouy OnForbes’ June 2012 list of The Best Small Places
Business and Career$§foux Falls ranked No. 1 among the best smallitidajor employers in the area include SanforditHeAvera McKenna
Hospital, John Morrell & Company, Citibank (Soutlak®ta) NA, and HyYee Food Stores. Sioux Falls is home to Augustaollege and TF
University of Sioux Falls. The unemployment rateSioux Falls was 3.7% as of September 2012.

Several of the Company’s market areas are depemfeagriculture and agriculturelated businesses, which are exposed to exog
risk factors such as weather conditions and comiyqdices. Loss rates in the agricultural reahtesand agricultural operating loan portfolios t
been minimal in the past three years primarily @ukigher commodity prices as well as above aveyégds which have created positive econc
conditions for most farmers in our markets durinig time period. Nonetheless, management stileetgothat future losses in this portfolio, wt
have been very low, could be higher than recenotical experience. Management believes that uarievels of drought weather conditions wi
our markets has the potential to negatively imgatential yields which would have a negative ecoicoeffect on our agricultural markets.
addition, management believes the continuing rémess/ economic environment may also negativelydotgonsumers’ repayment capacities.

Lending Activities

General. Historically, the Company originated fixed-ratme- to fourfamily mortgage loans. In the early 1980s, the @any began 1
focus on the origination of adjustable-rate moreg&tARM”) loans and shorterm loans for retention in its portfolio in order increase tr
percentage of loans in its portfolio with more fueqt repricing or shorter maturities, and in sorases higher yields, than fixedte residentii
mortgage loans. The Company originates firatd- residential mortgage loan originations in oese to consumer demand. At September 30,
the Company had $259.8 million in fixed-rate loaasd $71.4 million in ARM loans. See “Managemsriiscussion and Analysis of Finan
Condition and Results of Operations,” which is uigd in Item 7 of this Annual Report on FormK@er further information on Asset/Liabili
Management.

In addition, the Company has more recently focusedending activities on the origination of commiat and multifamily real estal
loans, agricultural related loans and commerciarating loans. The Company also continues to ruaigi one-tdour family mortgage loans a
consumer loans. The Company originates most db#ss in its primary market area. At September2812, the Compang’net loan portfoli
totaled $327.0 million, or 19.8% of the Companyat assets, as compared to $314.4 million, or46 September 30, 2011.
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Loan applications are initially considered and appd at various levels of authority, depending fom tiype and amount of the loan. -
Company has a loan committee consisting of seeioddrs and Market Presidents, and is led by thefQlending Officer. Loans in excess
certain amounts require approval by at least twmlrezs of the loan committee, a majority of the loammittee, or by the ComparsyBoard Loa
Committee, which has responsibility for the ovesalpervision of the loan portfolio. The Compangemes the right to discontinue, adjust or ci
new lending programs to respond to competitiveoiact

At September 30, 2012, the Companyargest lending relationship to a single borrowergroup of related borrowers totaled $
million. The Company had 24 other lending relagioips in excess of $3.6 million as of September2822. At September 30, 2012, one of tl
loans totaling $0.8 million was classified as sabdard. See “Non-Performing Assets, Other LoarBoofcern, and Classified Assets.”




Table of Content

Loan Portfolio Composition . The following table provides information abohéetcomposition of the Comparsyloan portfolio in dolle
amounts and in percentages as of the dates indicB@®lances related to discontinued bank operatimave been eliminated for all peri
presented.

At September 30,
2012 2011 2010 2009 2008
Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent
(Dollars in Thousands

Real Estate Loan:

1-4 Family $ 49,13 14.8% $ 34,12¢ 10.7% $ 40,45« 10.9% $ 48,50¢ 12.2% $ 55,66¢ 13.(%
Commercial & Multi-
Family 191,90! 58.(% 194,41 60.€% 204,82( 55.1% 232,75( 58.4% 222,65: 51.2%
Agricultural 19,86: 6.C% 20,32( 6.4%  25,89¢ 7.C% 26,75t 6.7%  30,04¢ 6.€%
Total Real Estate Loan 260,90( 78.6% 248,86. 78.(% 271,16¢ 73.1% 308,01: 77.%% 308,36¢ 71.1%

Other Loans
Consumer Loans

Home Equity 13,29¢ 4.C% 14,83¢ 4.6% 16,897 4.5%  18,55* 4.7% 21,35 4.%%
Automobile 792 0.2% 794 0.2% 737 0.2% 92¢ 0.2% 922 0.2%
Other (1) 18,74° 57  18,76¢ 5% 30,47¢ 8.2% 16,51¢ 4.1% 27,05« 6.2%
Total Consumer Loar  32,83¢ 9.9%  34,39¢ 10.7% 48,11 13.(%  35,99¢ 9.C% 49,32¢ 11.4%
Agricultural Operating 20,98: 6.2% 21,20( 6.€% 32,52¢ 8.6% 27,88¢ 7.C% 31,15: 7.2%
Commercial Operating 16,45: 5.0% 14,95¢ 4.7%  19,70¢ 5.3% 26,86¢ 6.7% 44,97 10.2%
Total Other Loans 70,27 21.2% 70,55 22.(% 100,35( 26.€% 90,757 22.1% 125,45: 28.%
Total Loans 331,17: 100.(% 319,41! 100.(% 371,51¢ 100.(% 398,76¢ 100.(% 433,82 100.(%
Less:
Deferred Fees and
Discounts 21¢ 79 24C 16¢€ 16C
Allowance for Loan Loss 3,971 4,92¢ 5,23¢ 6,99: 5,73

Total Loans Receivable,
Net $326,98: $314,41( $366,04! $391,60¢ $427,92¢

(1) Consist generally of various types of secured arstoured consumer loal
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The following table shows the composition of them@any’s loan portfolio by fixed and adjustable rate a& tlates indicated. Balan
related to discontinued bank operations have bimimated for all periods presented.

Fixed Rate Loans:

Real Estate
1-4 Family
Commercial & Mult-Family
Agricultural

Total Fixed-Rate Real Estate
Loans

Consume
Agricultural Operating
Commercial Operating

Total Fixed-Rate Loans

Adjustable Rate Loan
Real Estate
1-4 Family
Commercial & Mult-Family
Agricultural

Total Adjustable Real Estate Loz

Consume
Agricultural Operating
Commercial Operating

Total Adjustable Loans
Total Loans

Less:
Deferred Fees and Discoul
Allowance for Loan Losses

Total Loans Receivable, Net

September 30

2012

2011

2010

2009

2008

Amount Percent

Amount Percen

Amount Percent

Amount Percent

Amount Percen

(Dollars in Thousands

$ 44,04t 13.2% $ 30,41( 9.5%$ 34,51! 9.2%$ 42,31( 10.€% $ 42,95: 9.£%
162,55: 49.1% 155,78t 48.8% 163,84: 44.(% 180,89: 45.2% 171,11 39.4%
15,39¢ 4.€% 16,41¢ 5.1% 16,93] 4.€% 17,31 4.4% 20,26: 4.€%
221,99 67.(% 202,61: 63.4% 215,29 57.€% 240,51t 60.2% 234,32 53.%
20,32: 6.1% 15,49/ 4.5% 19,06¢ 5.1% 17,39¢ 4.4% 42,19: 9.7%
10,627 3.2% 12,57( 3.8% 22,49( 6.C% 15,75: 3.8% 16,84( 3.£%
6,81¢ 2.1%  7,13¢ 2.5% 11,143 3.1% 15,57¢ 3.8% 25,22¢ 5.8%
259,76: 78.4% 237,81« 74.5% 267,99t 72.1% 289,24 72.5% 318,58 73.2%
5,08¢ 15  3,71¢ 1.2% 5,941 1.6% 6,19¢ 1.6% 12,717 2.8%
29,35 8.8% 38,62¢ 12.1% 40,971 11.% 51,85¢ 13.% 51,53: 11.%
4,462 1.4%  3,90¢ 1.2%  8,95¢ 2.5%  9,43¢ 2.4% 9,784 2.5%
38,90¢ 11.8% 46,25( 14.5% 55,87¢ 15.1% 67,49: 17.% 74,03¢ 17.1%
12,51¢ 3.8% 18,90/ 5.8% 29,04 7.8% 18,60 4% 7,137 1.7%
10,35¢ 3.1%  8,63( 2.7% 10,03¢ 27% 12,13} 3.C% 14,31 3.5%
9,63¢ 2% 7,81 2.48%  8,56: 2.3% 11,29¢ 2.8% 19,74¢ 4.€%
71,40¢ 21.€% 81,60: 25.5% 103,52 27.% 109,52 27.5% 115,23t 26.1%
331,17.  100.(% 319,41! 100.(% 371,51¢ 100.% 398,76( 100.% 433,82( 100.(%
21¢ 79 24C 16€ 16C
3,971 4,92¢ 5,23¢ 6,99° 5,732
$326,98: $314,41( $366,04! $391,60¢ $427,92¢
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The following table illustrates the maturity anasy®f the Compang loan portfolio at September 30, 2012. Mortgagisch hav

adjustable or renegotiable interest rates are stemsvmaturing in the period during which the corttraprices. The table reflects managenent’

estimate of the effects of loan prepayments omadurents based on data from the Company’s histioeijaeriences and other third party sources.

Commercial Agricultural
Real Estate(V) Consumer Operating Operating Total
Weighted Weighted Weighted Weighted Weighted
Average Average Average Average Average
Amount Rate Amount Rate Amount Rate Amount Rate Amount Rate
(Dollars in Thousands

Due During Years
Ending September 30,
2013 $ 23,12. 6.1(% $13,34¢ 421% $ 4,83¢ 4.89% $16,26° 5.15% $ 57,57+ 5.2%
2014-2015 39,53¢ 6.06%  4,00¢ 5.8%  8,12¢ 4886 2,02 5.44% 53,68t 5.84%
2016 and following 198,24 5.2(% 15,48 5106 3,497 495%  2,69¢ 4.81% 219,91 5.18%
Total $260,90( $32,83¢ $16,45: $20,98 $331,17:

@
@

Includes on-to-four family, mult-family, commercial and agricultural real estateni
Includes demand loans, loans having no stated ityaaund overdraft loan:
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One- to Four-Family Residential Mortgage LendingOne- to fourfamily residential mortgage loan originations aengrated by tt
Company’s marketing efforts, its present customeedk-in customers and referrals. At September281,2, the Company’s one- to folamily
residential mortgage loan portfolio totaled $49illiom, or 15% of the Company’s total loans. Sé&rigjinations, Purchases, Sales and Servicil
Loans and Mortgage-Backed Securities.” At Septen@e 2012, the average outstanding principal lwlaof a one- to foufamily residentie
mortgage loan was approximately $88,000. At Sep&n80, 2012, $0.3 million, or 0.6% of the Companghe- to four-family residentie
mortgage loans, were non-performing.

The Company offers fixetate and ARM loans for both permanent structured @nose under construction. During the year e
September 30, 2012, the Company originated $5.Romibf ARM loans and $41.4 million of fixed-ratedns secured by one- to fdamily
residential real estate. The Company’s one- to-family residential mortgage originations are sedupeimarily by properties located in
primary market area and surrounding areas.

The Company originates one- to four-family resid@ntinortgage loans with terms up to a maximum ofy8ars and with loan-tealue
ratios up to 100% of the lesser of the appraisédevaf the security property or the contract priddie Company generally requires that pri
mortgage insurance be obtained in an amount sefffi¢d reduce the Company’s exposure to at or béievB0% loan-taralue level, unless the lo
is insured by the Federal Housing Administratiomagnteed by Veterans Affairs or guaranteed byRilnal Housing Administration. Residen
loans generally do not include prepayment penalties

The Company currently offers one, three, five, seard ten year ARM loans. These loans have a fiati for the stated period a
thereafter, such loans adjust annually. Theseslggmerally provide for an annual cap of up to B@6is points and a lifetime cap of 600 b
points over the initial rate. As a consequencesirig an initial fixedrate and caps, the interest rates on these loapsotde as rate sensitive a
the Company's cost of funds. The Company’s ARMsalopermit negative amortization of principal aré not convertible into a fixed rate loan.
The Companys delinquency experience on its ARM loans has gdigdreen similar to its experience on fixed rasidential loans. Current mar
conditions make ARM loans relatively unattractivel avery few are originated.

Due to consumer demand, the Company also offeeddfixte mortgage loans with terms up to 30 years, mbsthich conform t
secondary market,e ., Fannie Mae, Ginnie Mae, and Freddie Mac stargdalterest rates charged on these fisatd-loans are competitive
priced according to market conditions.

In underwriting one- to four-family residential teestate loans, the Company evaluates both theoberis ability to make month
payments and the value of the property securindodue. Properties securing real estate loans ropdbe Company are appraised by indeper
appraisers approved by the Board of Directors. Cbmpany generally requires borrowers to obtaiattorneys title opinion or title insurance, a
fire and property insurance (including flood inswse, if necessary) in an amount not less thannieuat of the loan. Real estate loans origir
by the Company generally contain a “due on salalise allowing the Company to declare the unpéitipal balance due and payable upor
sale of the security property. The Company haengaged in sub-prime residential mortgage originat

Commercial and Multi-Family Real Estate Lendinghe Company engages in commercial and rfaftily real estate lending in
primary market area and surrounding areas andrdardo supplement its loan portfolio, has purchaséole loan and participation interest:
loans from other financial institutions. At Septean 30, 2012, the Company’s commercial and nfaitiily real estate loan portfolio totaled $1¢
million, or 58% of the Compang’total loans. The purchased loans and loan fgation interests are generally secured by propetticated in tt
Midwest and West. See “Originations, PurchasegsSand Servicing of Loans and Mortgage-Backed &exzi” The Company purchased $
million, $5.5 million, and $4.8 million, of suchdas during fiscal 2012, 2011 and 2010, respectivAlySeptember 30, 2012, $1.4 million, or O
of the Company’s commercial and multi-family reatege loans, were non-performing. See “NRmrforming Assets, Other Loans of Concern
Classified Assets.”
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The Company’s commercial and mutimily real estate loan portfolio is secured priityalby apartment buildings, office buildings, ¢
hotels. Commercial and multi-family real estatene generally are underwritten with terms that dioexceed 20 years, have loanvidue ratios ¢
up to 80% of the appraised value of the securigperty, and are typically secured by personal quaes of the borrowers. The Company F
variety of rate adjustment features and other témits commercial and multi-family real estaterdgaortfolio. Commercial and multamily rea
estate loans provide for a margin over a numbetdifférent indices. In underwriting these loanss Biompany currently analyzes the finar
condition of the borrower, the borrowsrtredit history, and the reliability and predidliép of the cash flow generated by the propertgwseg the
loan. Appraisals on properties securing commerell estate loans originated by the Company affermeed by independent appraisers.

At September 30, 2012, the Company’s largest comialeand multifamily real estate loan was a $7.5 million loanused by rec
estate. At September 30, 2012, the average odistaprincipal balance of a commercial or mddtinily real estate loan held by the Company
approximately $675,000.

Commercial and multi-family real estate loans galgrpresent a higher level of risk than loans seduby one- to foufamily
residences. This greater risk is due to sevecabifg, including the concentration of principalaitimited number of loans and borrowers, the e
of general economic conditions on income produgamgperties and the increased difficulty of evalbgtiand monitoring these types
loans. Furthermore, the repayment of loans sedawyesbmmercial and mulfamily real estate is typically dependent uponghecessful operatis
of the related real estate project. If the caelvffrom the project is reduced (for example, ifSkes are not obtained or renewed, or a bankr
court modifies a lease term, or a major tenannible to fulfill its lease obligations), the borress ability to repay the loan may be impaired.
September 30, 2012, the Bank’s nonresidentialestalte loans totaled 115% of risk-based capital.

Agricultural Lending. The Company originates loans to finance thelmge of farmland, livestock, farm machinery andigmgent, see:
fertilizer and other farm related products. At teepber 30, 2012, the Company had agricultural estdte loans secured by farmland of $
million or 6% of the Company’s total loans. At tbeme date, $21.0 million, or 6% of the Compartgtal loans, consisted of secured loans re
to agricultural operations. Agricultural relateshding constituted 12% of total loans.

Agricultural operating loans are originated at eitlan adjustable or fixed rate of interest for apatone year term or, in the cast
livestock, upon sale. Such loans provide for paymhef principal and interest at least annually dump sum payment upon maturity if the orig
term is less than one year. Loans secured byugnial machinery are generally originated as fixaté loans with terms of up to seven years
September 30, 2012, the average outstanding paihleglance of an agricultural operating loan heidhe Company was $106,000. At Septer
30, 2012, none of the Company’s agricultural opegdbans were non-performing.
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Agricultural real estate loans are frequently ovdged with adjustable rates of interest. Generalligh loans provide for a fixed rate
interest for the first five to ten years, whichrhegalloon or adjust annually thereafter. In additisuch loans generally amortize over a perio20
to 25 years. Fixedate agricultural real estate loans generally hiaxas up to ten years. Agricultural real estagmoare generally limited to 7!
of the value of the property securing the loan.SaAptember 30, 2012, none of the Company’s agui@llteal estate loans were non-performing.

Agricultural lending affords the Company the oppaity to earn yields higher than those obtainalsieone- to fourfamily residentie
lending. Agricultural lending involves a greategdee of risk than one- to fotamily residential mortgage loans because of theafly larger loa
amount. In addition, payments on loans are depegnaie the successful operation or management ofatme property securing the loan or
which an operating loan is utilized. The succdsb®loan may also be affected by many factorsidatthe control of the borrower.

Weather presents one of the greatest risks asdnailght, floods, or other conditions, can sevelietjt crop yields and thus impair lo
repayments and the value of the underlying coléiteFhis risk can be reduced by the farmer wittadety of insurance coverages which can he
ensure loan repayment. Government support progaatishe Company generally require that farmersysecrop insurance coverage. Grain
livestock prices also present a risk as prices degjine prior to sale resulting in a failure to eoproduction costs. These risks may be reduc
the farmer with the use of futures contracts oiomstto mitigateprice risk. The Company frequently requires boemwo use futures contracts
options to reduce price risk and help ensure le@ayment. Another risk is the uncertainty of goweent programs and other regulations. Dt
periods of low commodity prices, the income fronvgmment programs can be a significant source sif ar the borrower to make loan payme
and if these programs are discontinued or signiflgachanged, cash flow problems or defaults coakllt. Finally, many farms are dependent
limited number of key individuals upon whose injunydeath may result in an inability to succesgfapperate the farm.

Consumer Lending The Company, through the auspices of its “Ré&aihk” (generally referring to the Compasydperations in our fo
market areas discussed above), originates a vasfesgcured consumer loans, including home egbityne improvement, automobile, boat
loans secured by savings deposits. In additiom,Rktail Bank offers other secured and unsecureduroer loans. The Retail Bank curre
originates most of its consumer loans in its prynasarket area and surrounding areas. At SepteBMe2012, the Retail Bank’consumer lo¢
portfolio totaled $16.4 million, or 5% of its totébans. Of the consumer loan portfolio at Septen®ife 2012, $10.2 million were shomnc
intermediate-term, fixed-rate loans, while $6.2lioil were adjustable-rate loans.

The largest component of the Retail Bankbnsumer loan portfolio consists of home equignk and lines of credit. Substantially a
the Retail Banks home equity loans and lines of credit are sechiyesecond mortgages on principal residences. Retail Bank will lend amoun
which, together with all prior liens, may be up@ of the appraised value of the property secutiedoan. Home equity loans and lines of ¢
generally have maximum terms of five years.

The Retail Bank primarily originates automobilerisaon a direct basis. Direct loans are loans mad® the Retail Bank extends cr
directly to the borrower, as opposed to indireen® which are made when the Retail Bank purchiasescontracts, often at a discount, fi
automobile dealers which have extended crediteg tustomers. The Bargcautomobile loans typically are originated at dixieterest rates wi
terms up to 60 months for new and used vehiclemnk secured by automobiles are generally originateup to 80% of the N.A.D.A. book val
of the automobile securing the loan.
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Consumer loan terms vary according to the type \aide of collateral, length of contract and creditthiness of the borrower. T
underwriting standards employed by the Bank forscomer loans include an application, a determinaifahe applicans payment history on ott
debts and an assessment of ability to meet existitigations and payments on the proposed loathodbh creditworthiness of the applicant
primary consideration, the underwriting proces® algludes a comparison of the value of the seguifitany, in relation to the proposed Ic
amount.

Consumer loans may entail greater credit risk thesidential mortgage loans, particularly in theeca$ consumer loans which .
unsecured or are secured by rapidly depreciabsgsich as automobiles or recreational equipmarguch cases, any repossessed collatera
defaulted consumer loan may not provide an ademiece of repayment of the outstanding loan balasca result of the greater likelihoot
damage, loss or depreciation. In addition, consuoan collections are dependent on the borrasveontinuing financial stability, and thus m
likely to be affected by adverse personal circumsta. Furthermore, the application of various fadand state laws, including bankruptcy
insolvency laws, may limit the amount which carréeovered on such loans. At September 30, 20X% abthe Bank’s consumer loans were non-
performing.

Consumer Lending - MPSMPS has a loan committee consisting of membeExecutive Management. This committee, knownha&
MPS Credit Committee, is charged with monitoringalaating, and reporting portfolio performance dhe overall credit risk posed by its cre
products. All proposed credit programs must firatreviewed and approved by the committee befoth puograms are presented to the Bank’
Board of Directors for approval. The Board of Bia@'s of the Bank is ultimately responsible forfimpproval of any credit program. Among o
things, under the terms of a Consent Order, thekBahsent prior permission from its primary fedenegulator, may not originate tax reft
anticipation loans or offer a tax refund processiegvice. The Bank has not offered such progrante SOctober 2010. For a summary of
Consent Orders and related matters; see “RegulaBamk Supervision and Regulation — Consent OrdedsRelated Matters.”

At September 30, 2012, the BaslIPS consumer loan portfolio totaled $16.4 million5% of total loans. Of the consumer loan mdid
at September 30, 2012, $10.1 million were short-iatermediate-term, fixed-rate loans, while $6i8iom were adjustable-rate loans.

The Company believes that well-managed, nationweidelit programs can help meet legitimate creditdaefer prime and suprime
borrowers, and affords the Company an opportunitydiversify the loan portfolio and minimize earrmsngxposure due to econol
downturns. Therefore, subject to the Consent Omeferenced above, MPS designs and administeiceredit programs that seek to accom)
these objectives.

MPS has strived to offer consumers innovative payrpeoducts, including credit products. Most ctgatioducts have fallen into one
two general categories: (1) sponsorship lending(@hgortfolio lending. In a sponsorship lendingdel, MPS typically originates loans and ¢
(without recourse) the resulting receivables todtimiarty investors equipped to take the associatedit risk. The Company continues to worl
new alternative portfolio lending products strivitg serve its core customer base and provide undoekinnovative lending solutions to
unbanked and unddéanked segment. This effort has been supportecetgnt enhancements to the MPS Credit Policy fatfétim Lending
Programs. See “Regulation - Bank Supervision agguation - Consent Orders and Related Matters.”

A Portfolio Credit Policy which has been approvedthe Board of Directors governs portfolio credittintives undertaken by MF
whereby the Company retains some or all receivadnhesrelies on the borrower as the underlying soofcrepayment. Several portfolio lenc
programs also have a contractual provision thatireg the Bank to be indemnified for credit loses meet or exceed predetermined levels.

a program carries additional risks not commonlynfibin sponsorship programs, specifically funding aredit risk. Therefore, MPS has strive
employ policies, procedures, and information systéhat it believes are commensurate with the adi#dand exposure. Due to supervis
directives and a Consent Order initiated by oumfar regulator, an MPS lending program — iAdvanceas eliminated effective October
2010. In addition, our third party relationshippgrams have been limited to third party relatiopshin existence at the time the directives \
issued, absent prior approval to engage in newioakhips. For additional discussion, see “Regutat- Bank Supervision and Regulatien
Consent Orders and Related Matters.”
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The Company recognizes that concentrations of tredy naturally occur and may take the form ofrgdavolume of related loans to
individual, a specific industry, a geographic légat or an occupation. Credit concentration israd, indirect, or contingent obligation that ta
common bond where the aggregate exposure equaiceeds a certain percentage of the Bafiker 1 Capital plus the Allowance for Loan Los:

The MPS Credit Committee monitors and identifies thedit concentrations and evaluates the spetdifiure of each concentratior
determine the potential risk to the Bank. An eatibn includes the following:

e A recommendation regarding additional controls eeei mitigate the concentration exposi

e Alimitation or cap placed on the size of the corication.

e The potential necessity for increased capital anctedit reserves to cover the increased risk chbgehe concentration(s
e A strategy to reduce to acceptable levels thoseerdration(s) that are determined to create undiuda the Bank

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

Commercial Operating Lending The Company also originates commercial operdtiags. Most of the Comparsycommercial operati
loans have been extended to finance local and mabiousinesses and include shertm loans to finance machinery and equipment [aset
inventory and accounts receivable. Commercialdadso involve the extension of revolving creditdocombination of equipment acquisitions
working capital in expanding companies. At Septeng, 2012, $16.5 million, or 5% of the Companigtal loans, was comprised of comme
operating loans.

The maximum term for loans extended on machiney eguipment is based on the projected useful Iffesuch machinery ai
equipment. Generally, the maximum term on non-gageé lines of credit is one year. The loarhie ratio on such loans and lines of ci
generally may not exceed 80% of the value of tHtmwal securing the loan. The Compagbmmercial operating lending policy includes @
file documentation and analysis of the borroweHharacter, capacity to repay the loan, the adeqoftlye borrowers capital and collateral as w
as an evaluation of conditions affecting the boeowAnalysis of the borrowes’past, present and future cash flows is also g@oritant aspect
the Company’s current credit analysis. Nonethekassh loans are believed to carry higher creslit than more traditional investments.
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The largest commercial operating loan outstandinGeptember 30, 2012 was a $6.0 million loan setime business assets of
borrower. The next largest commercial operatingnl@utstanding at September 30, 2012 was a $5lJiomiban secured by assets of
borrower. At September 30, 2012, the average and#tg principal balance of a commercial operatiogn held by the Company w
approximately $87,000.

Unlike residential mortgage loans, which generaltg made on the basis of the borroweability to make repayment from his or
employment and other income and which are secwredd property whose value tends to be more easitertainable, commercial operating Ic
typically are made on the basis of the borrowebditg to make repayment from the cash flow of therrowers business. As a result,
availability of funds for the repayment of commaitaperating loans may be substantially dependenhe success of the business itself (whic
turn, is likely to be dependent upon the generahemic environment). The Compasytommercial operating loans are usually, but hoays
secured by business assets and personal guarahteesver, the collateral securing the loans mayeldate over time, may be difficult to appri
and may fluctuate in value based on the succedgdfusiness. At September 30, 2012, $18,000,186,00f the Compang’ commercial operatil
loans were non-performing.

Originations, Purchases, Sales and Servicing of Laa

Loans are generally originated by the Comparstaff of loan officers. Loan applications arketa and processed in the branches an
main office of the Company. While the Company imiéges both adjustable-rate and fixade loans, its ability to originate loans is degemt upo
the relative customer demand for loans in its mark®emand is affected by the interest rate and@uic environment.

The Company, from time to time, sells whole loand ban participations, generally without recourse.September 30, 2012, there w
no loans outstanding sold with recourse. Whendaae sold, the Company sometimes retains the me#glity for collecting and remitting loi
payments, making certain that real estate tax paisr&re made on behalf of borrowers, and othergéseicing the loans. The servicing fe
recognized as income over the life of the loanse Tompany services loans that it originated afditetaling $14.5 million at September 30, 2(
of which $11.2 million were sold to Fannie Mae &33 million were sold to others.

In periods of economic uncertainty, the Compangbility to originate large dollar volumes of Isamay be substantially reducec
restricted, with a resultant decrease in related lorigination fees, other fee income and operatamings. In addition, the Compasbility tc
sell loans may substantially decrease if potebtigiers (principally government agencies) reduce thechasing activities.

The following table shows the loan originationsclirding undisbursed portions of loans in procegs$ a@lowance for loan loss activit
purchases, and sales and repayment activitieed@dimpany for the periods indicated.
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Originations by Type
Adjustable Rate

1-4 Family Real Estat
Commercial and Mul-Family Real Estat
Agricultural Real Estat
Consume
Commercial Operatin
Agricultural Operating

Total Adjustable Rate

Fixed Rate
1-4 Family Real Estat
Commercial and Mul-Family Real Estat
Agricultural Real Estat
Consume
Commercial Operatin
Agricultural Operating
Total Fixed-Rate

Total Loans Originated

Purchases:
Commercial and Mul-Family Real Estat
Agricultural Real Estat
Commercial Operatin
Agricultural Operating
Total Loans Purchase

Sales and Repaymen
Sales:
1-4 Family Real Estat
Commercial and Mul-Family Real Estat
Consumer

Total Loan Sale

Repayments
Loan Principal Repayments
Total Principal Repayments
Total Reductions

Increase in Other Items, Net
Net Increase (decrease)

Years Ended September 3(

2012 2011 2010
(Dollars in Thousands
$ 524¢  $ 479: $ 4,29¢
12,41( 3,16¢ 18,157
2,50¢ 2,24; 3,012
2,36( 6,21¢ 10,61:
29,18¢ 22,49; 20,02(
40,08¢ 31,31¢ 20,34¢
91,78} 70,23: 76,44+
41,397 33,56: 28,00°
67,46 28,28: 45,86
2,70¢ 9,15¢ 4,13
779,23: 969,20 984,41!
6,49: 3,44¢ 7,797
39,28¢ 49,88: 54,76(
936,57! 1,093,53: 1,124,97!
1,028,36; 1,163,76! 1,201,41!
7,697 5,52¢ 4,79t
- 61 39z
- - 40C
- 23€ 3,34:
7,691 5,82( 8,93(
- 3,43¢ 2,38¢
- - 50k
638,02! 894,60! 804,17
638,02! 898,04 807,05¢
386,27¢ 324,12¢ 430,32:
386,27¢ 324,12¢ 430,32:
1,024,30: 1,222,17, 1,237,38!
81F 951 1,467
$ 1257 $ (51,635 $ (25,56¢)
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At September 30, 2012, approximately $19.0 million,5.7%, of the Company’loan portfolio consisted of purchased loans.
Company believes that purchasing loans outsidesofarket area assists the Company in diversifitmgortfolio and may lessen the adwv«
affects on the Comparg/’business or operations which could result inethent of a downturn or weakening of the local ecoypan which th
Company conducts its primary operations. Howeadditional risks are associated with purchasingdoautside of the Comparsymarket are
including the lack of knowledge of the local market difficulty in monitoring and inspecting theoperty securing the loans.

At September 30, 2012, the Companpurchased loans were secured by properties thcadea percentage of total loans, as follows
in North Dakota, 1% each in Oregon and Washingtahthe remaining 1% among eight other states.

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

When a borrower fails to make a required paymenteahestate secured loans and consumer loanswiéhdays after the payment is ¢
the Company generally initiates collection proceduby mailing a delinquency notice. The custonsecantacted again, by written notice
telephone, before the payment is 30 days past ddeagain before 60 days past due. Generally, giadincies are cured promptly; however,
loan has been delinquent for more than 90 dayisfaetbry payment arrangements must be adhered tteecCompany will initiate foreclosure
repossession.

The following table sets forth the Company’s lo@firjuencies by type, by amount and by percenthgge at September 30, 2012.

Loans Delinquent For:
3C-59 Days 60-89 Days 90 Days and Ovel
Percent Percent Percent
of of of
Number Amount Category Number Amount Category Number Amount Category
(Dollars in Thousand:s

Real Estate
1-4 Family - $ = 0.C% - % = 0.C% 2 % 62 5.1%
Commercial & Mult-Family - - 0.C% - - 0.C% 1 1,09t 89.8%
Agricultural Real Estat - - 0.C% - - 0.C% - - 0.C%
Consume 1 21 100.(% 1 16 100.(% 3 63 5.1%
Agricultural Operating - - 0.C% - - 0.C% - - 0.C%
Commercial Operating - - 0.C% - - 0.C% - - 0.C%
Total 13 21 100.(% 13 16 100.(% 6 $ 1,22( 100.(%

Delinquencies 90 days and over constituted 0.4%taf loans and 0.1% of total assets.

Generally, when a loan becomes delinquent 90 daysooe or when the collection of principal or irgst becomes doubtful, the Comp
will place the loan on a nomecrual status and, as a result, previously acdntecest income on the loan is reversed againsectiincome. Tt
loan will remain on a non-accrual status until kben becomes current. For all years presentedCtimepanys troubled debt restructurings (wh
involved forgiving a portion of interest or prinaipon any loans or making loans at a rate matgriedis than that of market rates) are includethé
table below and were performing as agreed.

The table below sets forth the amounts and categ@i the Company’s ngoerforming assets. Balances related to the sake ludnl
subsidiary in March 2008 treated as discontinuat lmgperations have been eliminated for all perjp@sented.
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At September 30,
2012 2011 2010 2009 2008
Non-Performing Loan: (Dollars in Thousands
Non-Accruing Loans
1-4 Family $ 307 $ 85 ¢ 38 % 266 $ 94z
Commercial & Mult-Family 1,42¢ 13,02t 4,131 11,51: 1,30z
Agricultural Real Estat - - 2,65( - 12
Consume - - - - 1
Agricultural Operating - - 40C - -
Commercial Operating 18 30 241 871 53¢
Total 1,74¢ 13,14( 7,461 12,64¢ 2,79t
Accruing Loans Delinquent 90 Days or
More:
1-4 Family - - 404 - -
Commercial & Mult-Family - - 257 - -
Consume 63 24 124 - -
Commercial Operating - - - - 4,60(
Total 63 24 78E - 4,60(
Restructured Loan:
1-4 Family - 42 - - -
Agricultural Operating - - - - 121
Total - 42 - - 121
Total Non-Performing Loans 1,811 13,20¢ 8,25¢ 12,64¢ 7,51¢
Other Asset:
Non-Accruing Investments
Trust Preferred Securities - - 15C - -
Total - - 15C - -
Foreclosed Asset
1-4 Family 9 451 14z - -
Commercial & Mult-Family 827 181 60¢€ 957 -
Agricultural Real Estat - 2,02( - - -
Commercial Operating 2 18 54¢€ 1,09¢ -
Total 83¢ 2,671 1,29¢ 2,05: -
Total Other Assets 83¢ 2,671 1,44t 2,05: -
Total Non-Performing Assets $ 2,64¢ $ 1587 $ 9,697 $ 14,70: $ 7,51¢
Total as a Percentage of Total Assets 0.16% 1.24% 0.94% 1.7¢% 1.06%

For the year ended September 30, 2012, gross shi@@me which would have been recorded had tineanoruing loans been curren
accordance with their original terms amounted faraximately $0.6 million, of which none was inclubi® interest income.
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Non-Accruing Loans At September 30, 2012, the Company had $1.7iomilin nonaccruing loans, which constituted 0.5% of
Company’s gross loan portfolio, or 0.1% of totasets. At September 30, 2011, the Company had $18lidn in nonaccruing loans whic
constituted 4.1% of its gross loan portfolio, 0B%. of total assets. The fiscal 2012 decrease npasforming loans relates to a decrease in non
accruing loans in the commercial and multifamilyegmry from $13.0 million to $1.4 million. Thereeghree commercial and mufamily loans it
non-accrual status at September 30, 2012.

Accruing Loans Delinquent 90 Days or MaréAt September 30, 2012, the Company had $63,0@@druing loans delinquent 90 day
more.

Classified Assets Federal regulations provide for the classifimatof loans and other assets such as debt ands esgaitirities consider
by our regulator, the OCC, to be of lesser qualiy'substandard,” “doubtful” or “loss.” An assetdonsidered “substandarif’it is inadequatel
protected by the current net worth and paying capaxf the obligor or of the collateral pledged, ahy. “Substandardassets include tho
characterized by the “distinct possibility” thaetBank will sustain “some loss” if the deficience® not corrected. Assets classified as “doubtful
have all of the weaknesses inherent in those €ledssubstandard,” with the added characteridiat the weaknesses present mat@léction o
liquidation in full,” on the basis of currently eting facts, conditions, and values, “highly quastible and improbable.” Assets classified as "loss
are those considered “uncollectibleid of such minimal value that their continuancassets without the establishment of a specifis teserve
not warranted.

General allowances represent loss allowances wiagk been established to recognize the inherdngasisociated with lending activiti
but which, unlike specific allowances, have notrbaltocated to particular problem assets. Wheatasse classified as “losgife Bank is require
either to establish a specific allowance for lossggal to 100% of that portion of the asset sosdiasl or to charge-off such amount. The Bank’
determinations as to the classification of its &saad the amount of its valuation allowances abgest to review by its regulatory authorities, \
may order the establishment of additional genarapecific loss allowances.

On the basis of managementeview of its assets, at September 30, 2012Cdmpany had classified a total of $8.7 million tsfassets |
substandard, $30,000 as doubtful and none asTihsse was $0.8 million of real estate owned or otbeeclosed assets at September 30, 2012.

Allowance for Loan Losses The allowance for loan losses is establishedutin a provision for loan losses based on managémen
evaluation of the risk inherent in its loan poriiohnd changes in the nature and volume of its Bivity, including those loans which are be
specifically monitored by management. Such evanatwhich includes a review of loans for whichlfabllectability may not be reasona
assured, considers, among other matters, the éstinfair value of the underlying collateral, economonditions, historical loan loss experie
and other factors that warrant recognition in pdong for an adequate loan loss allowance.

Management closely monitors economic developmeatk begionally and nationwide, and considers tHastors when assessing
adequacy of its allowance for loan losses. Thenewuc slowdown, which recently has shown some siginabating, continues to strain
financial condition of some borrowers. Manageméetefore believes that future losses in the regidleportfolio may be somewhat higher tl
historical experience. It should be noted thateable portion of the Comparsytonsumer loan portfolio is secured by resideng¢ial estate. Ov
the past three years, loss rates in the commeanimultifamily real estate market have remained modenfsttnagement believes that fut
losses in this portfolio may be somewhat highen ttecent historical experience. Loss rates iraffjrécultural real estate and agricultural oper:
loan portfolios have been minimal in the past thyears primarily due to higher commodity pricesvasdl as above average yields which F
created positive economic conditions for most fasria our markets. Nonetheless, management gple&s that future losses in this portfc
which have been very low, could be higher thanmebéstorical experience. Management believesuhebus levels of drought weather conditi
within our markets have the potential to negativishpact potential yields which would have a negateconomic effect on our agricultL
markets. In addition, management believes theiraing recessionary economic environment may atgatively impact consumersspaymer
capacities.
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The allowance for loan losses established by MRB8Itefrom an estimation process that evaluatevaek characteristics of its cre
portfolio(s). MPS also considers other internad axternal environmental factors such as changepénations or personnel and economic e
that may affect the adequacy of the allowance fedit losses. Adjustments to the allowance fonlwsses are recorded periodically based o
result of this estimation process. The methodologgetermine the allowance for loan losses fohgaogram is not identical. Each program
have differing attributes including such factordeagels of risk, definitions of delinquency anddpsclusion/exclusion of credit bureau criteriall
rate migration dynamics, and other factors. SiryiJahe additional capital required to offset ihereased risk in subprime lending activities |
vary by credit program. Each program is evaluateparately. The increased chagffs-in fiscal 2010 for MPS credit resulted prinharirom
borrowers in a pre-season tax-related programgbaked in January 2010. Managementagmiively established a provision for loan lossen
these loans during the tax pre-season offeringo@derihe majority of the charge-offs for these gpeason tax loans were recorded in the
quarter of fiscal 2010. A reduction in charmgfés in the MPS loan portfolio during fiscal 2018da2011 is due to the discontinuance of iAdv:
and tax-related loan programs in October 2010.

Management believes that, based on a detailedwenfi¢he loan portfolio, historic loan losses, @ntr economic conditions, the size of
loan portfolio, and other factors, the current leokthe allowance for loan losses at September28Q2 reflects an adequate allowance ag
probable losses from the loan portfolio. Althougke Company maintains its allowance for loan lostes level that it considers to be adeq
investors and others are cautioned that there eamotassurance that future losses will not excetithated amounts, or that additional provis
for loan losses will not be required in future pes. In addition, the Comparsytetermination of the allowance for loan lossesulgject to revie'
by its bank regulator, the OCC, which can requieeéstablishment of additional general or speaifimvances.

Real estate properties acquired through forecloaveerecorded at fair value. If fair value at thete of foreclosure is lower than

balance of the related loan, the difference wilcharged to the allowance for loan losses at the 6f transfer. Valuations are periodically upd
by management and, if the value declines, a spqumifivision for losses on such property is esthbtisby a charge to operations.
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The following table sets forth an analysis of trenfpanys allowance for loan losses. Balances relatetigcsale of a bank subsidiary
March 2008 treated as discontinued bank operatiams been eliminated for all periods presented.

September 30
2012 2011 2010 2009 2008
(Dollars in Thousands

Balance at Beginning of Peri $ 4,92¢ $ 523¢ $ 6,99 $ 5732 % 4,49:
Charge Offs
1-4 Family (3) (229 (185) (28) 2
Commercial & Mult-Family (2,099 (62) (6,979 (2,052 -
Consume (6) (774 (12,139 (8,16¢) )
Commercial Operatin - (43 (102) (7,68%) (1,547)
Agricultural Operating - - - (157) -
Total Charge Offs (2,109 (1,10% (19,409 (18,089 (1,549
Recoveries
1-4 Family 1 - 1 46E 7
Commercial & Mult-Family 40 10z - - -
Consume 4 41¢ 1,24: 90 12
Commercial Operatin 4 - 40z 39 38
Agricultural Operating 50 - 21C 38 16
Total Recoveries 99 521 1,85¢ 632 73
Net Charge Off: (2,009 (58¢€) (17,550 (17,45 (1,47¢)
Provision Charged to Expense 1,04¢ 27¢ 15,79: 18,71: 2,71t
Balance at End of Period $ 3971 % 4,92¢ $ 523¢ $ 6,99 $ 5,73:
Ratio of Net Charge Offs During the Peri
to Average Loans Outstanding During
Period 0.61% 0.17% 4.3% 4.12% 0.3€%
Ratio of Net Charge Offs During the Peri
to Non-Performing Assets at Year End 75.65% 3.65% 180.9% 118.7(% 19.6%%

For more information on the Provision for Loan Lesssee “ManagemeastDiscussion and Analysis of Financial Conditiod &esults ¢
Operations,” which is included in Item 7 of thisiral Report on Form 10-K.
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The distribution of the Company’s allowance fordes on loans at the dates indicated is summargéalaws:

At September 30,
2012 2011 2010 2009 2008
Percent o Percent o Percent o Percent o Percent o
Loans in Loans in Loans in Loans in Loans in
Each Each Each Each Each
Category Category Category Category Category
of Total of Total of Total of Total of Total

Amount Loans Amount Loans Amount Loans Amount Loans Amount Loans
(Dollars in Thousands

One-to-Four Family Real

Estate $ 19: 148%%$ 16t 10.6¢% $ 50 11.0(% $ 59 12.21%$ 98 12.96%
Commercial & Multi-Family

Real Estatt 3,11: 57.9% 3,901 60.8%  3,05: 55.0% 4,231 58.3"%  3,23¢ 51.24%
Agricultural Real Estat 1 6.0(% - 6.3€% 111 6.97% 111 6.7(% 9 6.91%
Consume 3 9.92% 16 10.77% 73¢ 12.99% 242 9.02% 207 11.36%
Agricultural Operating - 6.33% 67 6.64% 12t 8.7/% 56¢ 7.00% 1,64% 7.18%
Commercial Operatin 49 4.97% 36 4.68% 131 5.3(% 792 6.73% 14¢ 10.35%
Unallocated 612 - 741 - 1,02¢ - 98¢ - 304 -

Total $ 3,971 100.0% $ 4,92¢ 100.0% $ 5,23¢ 100.0% $ 6,99: 100.0(% $ 5,73 100.0(%

Investment Activities

General. The investment policy of the Company generaljoi invest funds among various categories of itnvests and maturities bas
upon the Compang’need for liquidity, to achieve the proper balabetveen its desire to minimize risk and maximiidy to provide collater
for borrowings, and to fulfill the Company’s asiebiility management policies. The Company’s inwent and mortgagbacked securiti¢
portfolios are managed in accordance with a writterestment policy adopted by the Board of Direstavhich is implemented by members of
Companys Investment Committee. As a result, the Compémsety monitors balances in these accounts, andtaias a portfolio of highly liqui
assets to fund potential deposit outflows. To déite Company has not experienced any significatftawvs related to MPS, though no assur:
can be given that this will continue to be the case

As of September 30, 2012, the Company’s investraadtmortgagéracked securities portfolios were classified aslabk for sale. Fc
additional information regarding the Company’s istveent and mortgage-backed securities portfolieg, Notes 1 and 3 to theNodtes t
Consolidated Financial Statements,” which is inelich Part Il, Item 8 “Consolidated Financial Stagats and Supplementary Datd"this Annua
Report on Form 10-K.

As of September 30, 2012, investment and mortdeagied securities with fair values of approximat®a2.1 million, $91.7 million, ar
$43.6 million were pledged as collateral for thenBa Federal Home Loan Bank of Des Moines (“FHLEi)vances, Federal Reserve E
(“FRB") advances and reverse repurchase agreemssgpectively. For additional information regaglithe Compang collateralization ¢
borrowings, see Notes 8 and 9 to the “Notes to Glateted Financial Statement,” which is includedRart II, Iltem 8 Consolidated Financi
Statements and Supplementary Data” of this AnnegldR on Form 10-K.

Investment Securities It is the Companyg general policy to purchase investment securitibEh are U.S. Government securities
federal agency obligations, state and local govemtrobligations, commercial paper, corporate debtisties and overnight federal funds.
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Beginning in June 2012, the Company began executistrategy designed to diversify the Bank's inwestt security portfolio. Th
strategy involved purchasing investments in Assatk®d, Agency, Small Business Administration anchBank Qualified Municipal Bon
securities. The Company believes this diversificateduces the risk in the portfolio by spreadiisgnvestable dollars amongst a broader ran
investment types. As of September 30, 2012, thegamy had investment securities available for sateluding mortgag&acked securities, wi
an amortized cost of $435.0 million compared to.$36illion as of September 30, 2011.

The largest portion of this new investment stratiegplved the purchase of Nddank Qualified Municipal Bonds. These bonds aseiés
in larger denominations than Bank Qualified Muniiponds which allows for the purchase of largerxcks. These larger blocks of munic
bonds are in turn more liquid and easier to tradkchvhelps reduce price risk. These municipal lsoak tax exempt and as such have
equivalent yield higher than their book yield. Tta& equivalent yield calculation uses the Compsuegst of funds as one of its components.
this cost of funds being low due to the volumeriéiest free deposits generated by the MPS divisiantax equivalent yield for these bonc
higher than a similar term investment in other stugent categories.

As of September 30, 2012 the Company had Rank Qualified Municipal Bonds of $255.9 millionpresenting 58.8% of total investm
securities available for sale, excluding mortghgeked securities. This amount is spread amorgystaes with no state having a concentri
higher than 10% of this total. This geographideétkification lessens the credit risk associatétl these investments.

The following table sets forth the carrying valdale Company’s investment security portfolio, extthg mortgagdsacked securities a
other equity securities, at the dates indicated.

At September 30,
2012 2011 2010
(Dollars in Thousands

Investment Securitie

Trust Preferred & Corporate Securit®) $ 65,497 $ 22,11: $ 17,55:
Asset Backed Securitit 41,32« - -
Agency Securitie 39,46 - -
Small Business Administration Securit 19,91« - -
Municipal Bonds 13,15: 6,21¢ 3,91¢
Non-Bank Qualified Municipal Bonds 255,89! - -
Subtotal 435,25( 28,33( 21,467
FHLB Stock 2,12( 4,73 5,28:
Total Investment Securities and FHLB Stock $ 437,37C % 33,060 $ 26,75(

Other Intere-Earning Assets
Interest bearing deposits in other financial insitins and
Federal Funds Sol@ $ 128,05t $ 271,62. $ 80,81.

@ within the trust preferred securities presentedvabthere are no securities from individual issutat exceed 10% of the Companyodta
equity. The name and the aggregate market valseafrities of each individual issuer as of SeptEmd®, 2012 are as follows: Key C
Capital I, $3.8 million; PNC Capital Trust, $4.1lkoin; Huntington Capital Trust 1l, $3.5 milliot
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(@ The Company at times maintains balances in exdaéasured limits (or with no federal insurance)vatious financial institutions including t
FHLB, the FRB and private institutions. At SeptaniB0, 2012, the Company had no interest bearipggies held at the FHLB and $12
million in interest bearing deposits held at theBr-Respectively. At September 30, 2012, the Comgead no federal funds sold at any prit
institution.

The composition and maturities of the Company’sstmnent securities portfolio, excluding equity séms, FHLB stock and mortgage-
backed securities, are indicated in the followialgjé.

September 30, 201,

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

(Dollars in Thousands

Trust Preferred & Corporate Securit  $ - $ 18,237 $ 35,79¢ $ 11,46: $ 67,61 $ 65,49:
Asset Backed Securitit - - - 41,32« 40,82¢ 41,32«
Agency Securitie - - 39,461 - 39,26¢ 39,467
Small Business Administration

Securities - - - 19,91 19,93¢ 19,91

Municipal Bonds 101 1,31¢ 5,037 6,69¢ 12,59: 13,15

Nor-Bank Qualified Municipal Bonds - - 71,40 184,49« 254,78¢ 255,89!

Total Investment Securities $ 101 $ 19,55: $ 151,70: $ 263,89 $ 435,03( $ 435,25(

Weighted Average Yiel® 5.9€% 2.3¢% 1.9% 2.4% 2.65% 2.31%

(@) Yields on ta-exempt obligations have not been computed on-equivalent basis

Mortgage-Backed Securitie§he Company’s mortgadecked and related securities portfolio has regauathsisted primarily of securiti
issued under governmesgponsored agency programs, including those of @iNae, Fannie Mae and Freddie Mac. The Compargrlaally ha
held Collateralized Mortgage Obligations (“CMOsd} well as a limited amount of privately issued tg@ge passhrough certificates. The Gint
Mae, Fannie Mae and Freddie Mac certificates ardified pass-through mortgadecked securities that represent undivided inteliesinderlyin
pools of fixed-rate, or certain types of adjustatai, predominantly single-family and, to a lessetent, multifamily residential mortgages isst
by these governmemsponsored entities. Fannie Mae and Freddie Maergéy provide the certificate holder a guarantédiroely payments ¢
interest, whether or not collected. Ginnie Maguarantee to the holder is timely payments afgipal and interest, backed by the full faith
credit of the U.S. Government. Privately issuedtgage pas#irough certificates generally provide no guaramateéo timely payment of interest
principal, and reliance is placed on the credithioetss of the issuer, which the Company would nooroh a regular basis. The Company ha
privately issued mortgage pass-through certificate3eptember 30, 2012.

During the quarter ended March 31, 2012, the Comgeecuted a strategic sale of its Ginnie Mae s@esiportfolio to enhance capi
levels. The securities sold comprised the entintf@a of Ginnie Mae securities which had an armad cost of $307.9 million, and constitu
approximately 43% of the Bank’'s mortgalgaeked securities portfolio at December 31, 201He Fale resulted in the recognition of an $
million gain ($7.2 million after taxes). The resodf addition to the Bank' capital has helped to support current and exgdatere growth. Th
Company believes it was an opportune time to reahz high value of Ginnie Mae securities givenkeaaconditions relative to Fannie Mae
Freddie Mac mortgage backed securities. The Compapigiced the sold securities with Fannie Mae siesiof similar average lives.
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At September 30, 2012, the Company had mortdeegied securities with an amortized cost of $6bailBon, representing 92.2% of t
total portfolio, which had fixed rates of interestd $52.4 million, representing 7.8% of the totaitfolio, which had adjustable rates of interest.

Mortgage-backed securities generally increase tiadity of the Company assets by virtue of the insurance or guarantegdtick then
are more liquid than individual mortgage loans aral/ be used to collateralize borrowings or othdigations of the Company. At September
2012, $364.9 million or 53.6% of the Company’s rgage-backed securities were pledged to secureugaoioligations of the Company.

While mortgagesacked securities carry a reduced credit risk aspeoed to whole loans, such securities remain stibjethe risk that
fluctuating interest rate environment, along withey factors such as the geographic distributiothefunderlying mortgage loans, may alter
prepayment rate of such mortgage loans and sot&ffe¢le the prepayment speed, and value, of sualrifes. The prepayment risk associated
mortgage-backed securities is monitored periodicalhd prepayment rate assumptions adjusted asgapgie to update the Company’s mortgage-
backed securities accounting and asset/liabilipres.

The following table sets forth the carrying valddtee Company’s mortgage-backed securities at #ttesdndicated.

At September 30,
2012 2011 2010
(Dollars in Thousand:s

Freddie Mac $ 129,94( $ 20,55¢ % 13,59(
Fannie Mae 444 62! 257,61: 41,01
Fannie Mae DU¢ 80,94¢ - -
Ginnie Mae 25,93 312,74t 430,78(

Total $ 681,44: $ 590,91¢ $ 485,38!
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The following table sets forth the contractual miéies of the Company’s mortgadmcked securities at September 30, 2012.
considered in the preparation of the table belothéseffect of prepayments, periodic principal sgpants and the adjustahiate nature of the
instruments.

September 30, 201,

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

(Dollars in Thousands

Freddie Mac $ - $ - $ - $ 129,94( $ 127,45¢ $ 129,94(
Fannie Mase - - 77,09( 367,53! 434,99¢ 444 62!
Fannie Mae DU¢ - - 80,94¢ - 79,52t 80,94¢
Ginnie Mae - - - 25,93: 25,89: 25,93:
Total Investment Securities $ - $ - $ 158,03t $ 523,40t $ 667,87¢ $ 681,44
Weighted Average Yiel 0.0(% 0.0(% 1.87% 1.9(% 2.02% 1.8%%

At September 30, 2012, the contractual maturity@B% of all of the Company’s mortgabaeked securities was in excess of ten y
The actual maturity of a mortgadpecked security is typically less than its statexdurity due to scheduled principal payments anggrments ¢
the underlying mortgages. Prepayments that aferelift than anticipated will affect the yield to tonity. The yield is based upon the inte
income and the amortization of any premium or distaelated to the mortgadmcked security. In accordance with U.S. Generatigepte!
Accounting Principles (“GAAP”)premiums and discounts are amortized over the asihlives of the loans, which decrease and inergdsres
income, respectively. The prepayment assumptieed to determine the amortization period for prensiand discounts can significantly affect
yield of the mortgagéacked security, and these assumptions are revipegddically to reflect actual prepayments. Aligh prepayments
underlying mortgages depend on many factors, imetuthe type of mortgages, the coupon rate, thechgeortgages, the geographical locatio
the underlying real estate collateralizing the mages and general levels of market interest r#ttesdifference between the interest rates o
underlying mortgages and the prevailing mortgadger@st rates generally is the most significant rdeiteant of the rate of prepayments. Du
periods of falling mortgage interest rates, if twpon rate of the underlying mortgages exceedpitbeailing market interest rates offered
mortgage loans, refinancing generally increasesamoélerates the prepayment of the underlying rageg and the related security. Under
circumstances, the Company may be subject to reiment risk because, to the extent that the Compangrtgagebacked securities amortize
prepay faster than anticipated, the Company mapaaible to reinvest the proceeds of such repayemt prepayments at a comparable rate.

Management has implemented a process to identifyrsies that could potentially have a credit imp@nt that is other-thatemporary
This process involves evaluation of the lengthiwfetand extent to which the fair value has beean than the amortized cost basis, revie!
available information regarding the financial pimsitof the issuer, monitoring the rating of thewgég, cash flow projections, and the Company’
intent to sell a security or whether it is moreelikthan not we will be required to sell the setyubiefore the recovery of its amortized cost whia
some cases, may extend to maturity. To the exterdetermine that a security is deemed to be dttartemporarily impaired, an impairment
is recognized.

For all securities that are considered temporamilyaired, the Company does not intend to sell tiseserities and it is not more likely tt
not that the Company will be required to sell thewsity before recovery of its amortized cost, vahieay occur at maturity. The Company belit
that it will collect all principal and interest doa all investments that have amortized cost iresgof fair value that are considered only temjilg
impaired.

26




Table of Content

In fiscal 2012 and 2011, there were no other-tleemporary impairments recorded. In fiscal 2010, dtieer-thantemporary impairme
recorded against trust preferred securities wa® $85.

Sources of Funds

General. The Company sources of funds are deposits, borrowings, amatidin and repayment of loan principal, intereshed on o
maturation of investment securities and short-tenestments, mortgage-backed securities, and fpraldded from operations.

Borrowings, including FHLB advances, repurchaseeagrents and funds available through the FRB Didc@indow, may be used
times to compensate for seasonal reductions insitspar deposit inflows at less than projected llevmay be used on a longerm basis to supp¢
expanded lending activities, and may also be usedatch the funding of a corresponding asset.

Deposits. The Company offers a variety of deposit accolnaging a wide range of interest rates and teriie Companys deposit
consist of statement savings accounts, money maekghgs accounts, NOW and regular checking acsputgposits related to prepaid c:
primarily categorized as checking accounts, antificate accounts currently ranging in terms froonrteen days to 60 days. The Company sc
deposits from its primary market area and reliesa@rily on competitive pricing policies, advertigimnd highguality customer service to attr
and retain these deposits.

The flow of deposits is influenced significantly ggneral economic conditions, changes in money ehakd prevailing interest rates,
competition.

The variety of deposit accounts offered by the Canyphas allowed it to be competitive in obtainiogds and to respond with flexibil
to changes in consumer demand. The Company endetavananage the pricing of its deposits in keepiith its asset/liability management ¢
profitability objectives. Based on its experienttee Company believes that its savings, money mageounts, NOW, regular checking acco
and deposits related to prepaid cards are relgtiselble sources of deposits. However, the abditythe Company to attract and main
certificates of deposit and the rates paid on tlep®sits has been and will continue to be siganitily affected by market conditions and potent
by the restrictions imposed under the supervisoBctves.

At September 30, 2012, $1.2 billion of the Comparyéposit portfolio was attributable to MPS. Thajarity of these deposits repres
funds available to spend on prepaid debit cardsostmet stored value products, of which $1.2 billae included with non-interebearing checkin
accounts and $11.3 million are included with sasiagcounts on the CompasyConsolidated Statement of Financial Conditiomn&ally, thes
deposits do not pay interest. MPS originates de&itl programs through outside sales agents aret €ittancial institutions. As such, thi
deposits carry a somewhat higher degree of coratéorirrisk than traditional consumer productsa thajor client or card program were to leave
Bank, deposit outflows could be more significararthf the Bank were to lose a more traditional cosr, although it is considered unlikely tha
deposits related to a program would leave the Baittkout significant advance notification. As suchanagement belives the Company's de
portfolio attributable to MPS to be stable. MPS hat experienced any significant net outflows tfargelated to card programs over the six y
prior to the imposition of the supervisory direetiimplemented during 2010, and, although the pitlefdr migration is higher now due
restrictions on the Bank, the Company’s low cost aa cost deposits have grown, as demonstratevbede@e “Regulation Bank Supervision ar
Regulation — Consent Orders and Related Mattereg Company takes this additional risk into accauinén planning its investment and liquic
strategies, but no assurance can be given thagftants will remain successful. See “Risk Factomgiich is included in Item 1A of this Annt
Report on Form 1@&. The increase in deposits arising from MPS Hésvad the Bank to reduce its reliance on highestiog certificates ¢
deposits and public funds.
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The following table sets forth the deposit flowstet Company during the periods indicated.

September 30
2012 2011 2010
(Dollars in Thousands

Opening Balanc $ 114162 $ 897,45: $ 653,74
Deposits 148,719,27 124,923,48 112,086,49
Withdrawals (148,482,63) (124,681,47) (111,845,66)
Interest Credited 1,531 2,15( 2,87¢
Ending Balance $ 137979 $ 114162 S 897,45
Net Increase $ 238,17: $ 24416t % 243,70
Percent Increase 20.8(% 27.21% 37.2¢%

The following table sets forth the dollar amounsafings deposits in the various types of depasijrams offered by the Company for
periods indicated.

September 30
2012 2011 2010

Percent of Percent of Percent of
Amount Total Amount Total Amount Total

(Dollars in Thousands

Transactions and Savings Depos

Non-Interest Bearing Demand

Accounts $ 1,181,29 85.61% $ 945,95¢ 82.8t% $ 675,16: 75.22%
Interest Bearing Demand Accoul 33,09¢ 2.4 31,24¢ 2.74 29,97¢ 3.34
Savings Account 26,05! 1.8¢ 11,13¢ 0.97 10,82: 1.2C
Money Market Accounts 38,58t 2.8C 36,71 3.2z 35,42: 3.9t
Total Non-Certificate 1,279,03. 92.7(C 1,025,05: 89.7¢ 751,38: 83.7:-

Certificates:
Variable 21¢ 0.0z 284 0.0z 38C 0.04
0.00- 1.99 % 68,48 4.9¢ 74,14¢ 6.4¢ 82,71¢ 9.27
2.00- 3.99 % 28,69« 2.0¢ 35,18¢ 3.0¢ 51,85: 5.7¢
4.00- 5.99 % 3,36¢ 0.24 6,94+ 0.61 11,11 1.24
6.00 - 7.99 % - - - - 10 0.0C
Total Certificates 100,76: 7.3C 116,56. 10.21 146,07: 16.2¢

Total Deposits $ 1,379,79 100.0% $ 1,141,62 100.0% $ 897,45: 100.0(%
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The following table shows rate and maturity infotima for the Company’s certificates of deposit &September 30, 2012.

Certificate accounts

maturing in quarter

ending:

December 31, 201
March 31, 201:
June 30, 201
September 30, 201
December 31, 201
March 31, 201
June 30, 201
September 30, 201
December 31, 201
March 31, 201!
June 30, 201
September 30, 201
Thereafter

Total

Percent of total

Percent of
Variable 0.0-1.99%  2.0¢-3.99%  4.0(-5.99 % 6.0C- 7.99 % Total Total
(Dollars in Thousands
19 26,24¢ 16,057 $ 2,77¢ - % 45,10: 44.%
40 4,47¢ 1,347 15€ - 6,022 6.C
41 13,98¢ 1,89/ 2C - 15,94: 15.¢
46 3,51¢ 522 - - 4,08¢ 4.1
28 6,22¢ 83t 41% - 7,501 7.4
44 711 622 - - 1,377 1.4
- 2,091 622 - - 2,71¢ 2.7
- 962 1,06: - - 2,02¢ 2.C
- 2,67¢ 1,481 - - 4,157 4.1
- 681 84t - - 1,52¢ 1.t
- 1,22( 99C - - 2,21( 2.2
- 73€ 19¢ - - 93¢t 0.c
- 4,94¢ 2,21¢ - - 7,16: 7.1
21¢ 68,48 28,69 $ 3,36¢ - 3 100,76: 100.(%
0.2% 68.(% 28.5% 3.3% 0.C% 100.(%

The following table indicates the amount of the @amy’s certificates of deposit and other deposits b tiemaining until maturity as

September 30, 2012.

Certificates of deposit less than $100,!

Maturity

3 Months or Les: After 3 to 6 Months After 6 to 12 Months After 12 Months Total

Certificates of deposit of $100,000 or more

Total certificates of deposit

(Dollars in Thousands

$ 29,42( $ 5,021 $ 14,05¢ $ 21,53¢ $ 70,03t
15,68: 1,001 5,971 8,07¢ $ 30,72¢
$ 45,10 $ 6,02: $ 20,02¢ $ 29,60¢ $100,76:

At September 30, 2012, there were $1.0 milliongpaskits from governmental and other public entitietuded in certificates of deposit.

Borrowings.

Although deposits are the Company’s primary sowfckinds, the Compang’policy has been to utilize borrowings w

they are a less costly source of funds, can bestedeat a positive interest rate spread, or wherCttmpany desires additional capacity to fund

demand.

The Companys borrowings historically have consisted primaoliyadvances from the FHLB upon the security of ankét collater:
agreement of a percentage of unencumbered loanthamdedge of specific investment securities. iSatvances can be made pursuant to se
different credit programs, each of which has itmdnterest rate and range of maturities. At Sepem80, 2012, the Bank had $11.0 millior
advances from the FHLB and the ability to borrowta@n approximate additional $277.8 million. AgpBember 30, 2012, there were $2.5 mi
in advances that had terms to maturity of one geéess. The remaining $8.5 million had maturiti@sging up to 7 years.
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On July 16, 2001, the Company issued all of thé®dd®,authorized shares of Company Obligated ManitiatBedeemable Preferr
Securities of First Midwest Financial Capital Trust(preferred securities of subsidiary trust) hotlisolely subordinated debt securit
Distributions are paid senairnually. Cumulative cash distributions are cated at a variable rate of the London Interbanke@fi Rat
(“LIBOR”) plus 3.75%, not to exceed 12.5%. The Company mtagne or more times, defer interest payments ercaipital securities for up to
consecutive semannual periods, but not beyond July 25, 2031. hatend of any deferral period, all accumulated amghid distributions will k
paid. The capital securities are required to lieeemed on July 25, 2031; however, the Company ls&snéannual option to shorten the matu
date to a date not earlier than July 25, 2007. djiteon has not been exercised as of the dateiffiting. The redemption price is $1,000
capital security plus any accrued and unpaid 8istions to the date of redemption. Holders of ¢heital securities have no voting rights,
unsecured and rank junior in priority of paymentalb of the Company’s indebtedness and senior égoGbmpanys common stock. The tn
preferred securities have been includable in the@my’s capital calculations since they were issued

From time to time, the Company has offered regplurchase agreements to its customers. Theseragresetypically range from 14 d:
to five years in term, and typically have been i@tein minimum amounts of $100,000. The proceddbese transactions are used to meet
flow needs of the Company. At September 30, 26H2Company had $26.4 million of retail repurchageeements outstanding.

Historically, the Company has entered into wholesapurchase agreements through nationally recedrizokerdealer firms. The:
agreements are accounted for as borrowings by tirap@ny and are secured by certain of the Companysstment and mortgadecket
securities. The brokatealer takes possession of the securities durimgéhiod that the reverse repurchase agreementsgnding. The terms
the agreements have usually ranged from 7 days tmanths, but on occasion longer term agreemem® fheen entered into. At Septembel
2012, the Company had no wholesale repurchaseragnte outstanding.

The line of credit with First Tennessee Bank, NAttiwas in existence at September 30, 2011, wasedldaring the fiscal year enc

September 30, 2012See Note 8 to the “Notes to Consolidated Finarfatements,” which is included in Part I, tem®@chsolidated Financi
Statements and Supplementary Data” of this AnnegldR on Form 10-K for further detail of the Comparborrowings.
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The following table sets forth the maximum mosethd balance and average balance of FHLB advanegs| and reverse repurch
agreements, Subordinated Debentures and under RiBs FTemporary Term Auction Facility (“TAF"Program borrowings for the peric
indicated.

September 30
2012 2011 2010
(Dollars in Thousands

Maximum Balance

FHLB advance: $ 176,000 $ 117,000 $ 148,00(
Repurchase agreeme 27,617 11,781 11,88(
Subordinated debentur 10,31( 10,31( 10,31(
FRB TAF Borrowings - - 50,00(
Overnight Fed Funds Purchas - 20,00( 10,00(
Average Balance
FHLB advance: $ 4557¢ % 37,947 $ 75,06°
Repurchase agreeme 15,27¢ 6,01¢ 7,47¢
Subordinated debentur 10,31( 10,31( 10,31(
FRB TAF Borrowings - - 6,11:%
Overnight Fed Funds Purchas - 1,507 1,68¢

The following table sets forth certain informatias to the Company’s FHLB advances and other bongsvat the dates indicated.

September 30
2012 2011 2010
(Dollars in Thousands

FHLB advance! $ 11,00¢ $ 11,00¢ $ 22,00(
Repurchase agreeme 26,40( 8,05t 8,90/
Subordinated debentures 10,31( 10,31( 10,31(

Total borrowings $ 47,71C  $ 29,36F $ 41,21
Weighted average interest rate of FHLB advai 6.0(% 6.00% 5.1(%
Weighted average interest rate of repurchase agets 0.51% 0.5(% 0.5(%
Weighted average interest rate of subordinatedrdebes 4.3%% 4.31% 4.21%
Weighted average interest rate of FRB TAF Borrowi 0.0(% 0.00% 0.25%

Subsidiary Activities

The subsidiaries of the Company are the Bank amst Midwest Financial Capital Trust I. The Bankshane service corporati
subsidiary, First Services Financial Limited (“Ei&ervices”). At September 30, 2012, the net baale of the Banls investment in First Servic
was approximately $115,000.The Bank organized Beswices in 1983. First Services currently hasaative operations. The Company hi
subsidiary in prior fiscal periods, Meta Trust, alhiwas sold to a third party on September 30, 20k impact to the financial results of
Company was nominal.
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Meta Payment System# Division

Meta Financial, through the MPS division of the Bais focused on the electronic payments industy affers a complement of prep
cards, consumer credit products and other paymmehistry related products and services that are etetkto consumers through finan
institutions and other commercial entities. Theducts and services offered by MPS are generaldigded to facilitate the processing
settlement of authorized electronic transaction®liring the movement of funds. MPS offers spedifioduct solutions in the following areas
prepaid cards, (ii) consumer credit products, aidATM sponsorship. MPSproducts and services generally target banks, pardessors at
third parties who market and distribute the cards.

Each line of business of MPBusiness is discussed generally below. With redpebe lines of business, there can be a sigmifiamour
of cross-selling and crosdilization of personnel and resources (e.g., entlasks MPS to develop products for both prepatl@nsumer crec
needs).As described elsewhere herein, the Banlbje to restrictions issued by its then regulatoe OTS, the functions of which were transfe
to the OCC in July 2011. For further discussiom ‘Seegulation - Bank Supervision and Regulationorgent Orders and Related Matters.”

Prepaid Cards Prepaid cards take the form of credit csimbd plastics embedded with a magnetic stripe wlicodes relevant card ¢
(which may or may not include information about theer and/or purchaser of such card). When théehalf such a card attempts a perm
transaction, necessary information, including théharization for such transaction, is shared betwdne “point of use” or “point of salednc
authorization systems maintaining the account ofne

The funds associated with such cards are typiballgt in pooled accounts at the Bank representie@glgregate value of all cards issue
connection with particular products or programsthier described below. The cards may work in aedidoop €.9., the card will only work at or
particular merchant and will not work anywhere glsesemi-closed loop€.g., the card will only work at a specific set of maats such as
shopping mall), or open loop which function as a&/iMasterCard, or Discover branded debit cardwfibtvork wherever such cards are acce
for payment. Most of MPS’ prepaid cards are opmp!

This segment of MPS’ business can generally baldivinto three categories: reloadable cards,ratmadable cards, and benefit/insure
cards. These programs are typically offered \aira party relationship. We are under restrictioy order of OTS, not to enter into new third p
relationships or amend existing agreements abg#@nt gpproval. For further information, see “Regfidn - Bank Supervision and Regulatien
Consent Orders and Related Matter&dvernment benefits are another growing applicatimrprepaid cards; however, MPS has not focuse
this category to date.

Reloadable Cards The most common reloadable prepaid card progempayroll cards, whereby an employgegayroll is loaded to tl
card by their employer utilizing direct depositeri@ral Purpose Reloadable (GPR) cards are ususihibdted by retailers and can be reloade
indefinite number of times at participating retlmibd networks. Other examples of reloadable cardstravel cards which are used to ref
travelers checks and can be reloaded a predetatmimmber of times as well as tax-related cards &letaxpayes refund, refund anticipati
loan, or preseason tax loan proceeds are plac#itearard. Reloadable cards are generally opendadgs that consumers can use to obtain ci
ATMs or purchase goods and services wherever sartts @re accepted for payment.
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Non-Reloadable Cards Non+teloadable prepaid cards are sometimes referred tdisposable and may only be used until the ret
funds initially loaded to the card have been extalisThese include gift cards, rebate cards, aoch@tional or incentive cards. These cards
be closed loop or open loop but are generally matlable to obtain cash. Under certain conditidghese cards may be anonymous, wheret
customer relationship is created and the idenfithe® cardholder is unknown. Except for gift cantlany nonreloadable card programs are fun
by a corporation as a marketing expense ratherftoanconsumer funds.

Benefit/Insurance Cards Benefit/insurance cards are traditionally usgceimployers and large commercial companies (sugbr@serty
insurers) to distribute benefits to persons emtitie such funds. Possible uses of benefit cardédcoe the distribution of money for qualif
expenses related to an employer sponsored flegf@ading account program (FSA) or the distributbmsurance claim proceeds to insureds
have made a payable claim against an existinganser policy. These cards are generally open logemiclosed loop as in the case of an |
card that can only be used for qualified medicalemses.

Consumer Credit Products|n its belief that credit programs can help nlegitimate credit needs for prime and subme borrowers, ar
afford the Company an opportunity to diversify than portfolio and minimize earnings exposure duet¢onomic downturns, the Company
offered certain credit programs that were designeatcomplish these objectives. One such prograkavance -was eliminated at the direction
the OTS effective October 13, 2010. Further, as tha case in fiscal 2011 and 2012, we do not expeaffer preseason or refund anticipat
loans or refund transfer services in fiscal 20E8r further information, see “Regulation — Bank Swyision and Regulation Eonsent Orders a
Related Matters.”

MPS has strived to offer consumers innovative payrpeoducts, including credit products. Most ctgatioducts have fallen into one
two general categories: (1) sponsorship lendirdy(@h portfolio lending. In a sponsorship lendimgdel, MPS typically originates loans and ¢
(without recourse) the resulting receivables todtiparty investors equipped to take the associetedit risk. MPSS$ sponsorship lending progra
are governed by the Policy for Sponsorship Lenditich has been approved by the Board of DirecttBS discontinued sponsorship lenc
programs in fiscal year 2012. A Portfolio Crediliy which has been approved by the Board of Diexgoverns portfolio credit initiativ
undertaken by MPS, whereby the Company retains sora receivables and relies on the borrowehasuinderlying source of repayment. Se\
portfolio lending programs also have a contractuavision that has indemnified MPS and the Bank dordit losses that meet or exc
predetermined levels. Such a program carries iaddit risks not commonly found in sponsorship pawgs, specifically funding and cre
risks. Therefore, MPS has endeavored to emplagips) procedures, and information systems thaelieves are commensurate with the addec
and exposure. Due to supervisory directives isdyedur regulator, an MPS lending program - iAdwvaravas eliminated effective October
2010. In addition, our third party relationshippgrams have been limited to third party relatiopshin existence at the time the directives \
issued, absent prior approval to engage in newioakhips. For additional discussion, see “Regutat Bank Supervision and Regulatien
Consent Orders and Related Matters.”

ATM Sponsorship MPS sponsors financial institutions into varimetworks to enable them to issue netwbr&nded debit cards a
accept cards issued by other financial institutiantheir ATM terminals. The division also spors@&TM independent sales organizations (“ISPOs”
into various networks and provides associated spships of encryption support organizations anditparty processors in support of the finar
institutions and the ATM ISO sponsorships. Sposisipr consists of the review and oversight of esgitparticipating in debit and cre
networks. In certain instances, MPS also has icettmsehold interests in certain ATMs which requibank ownership and registration
compliance with applicable state law.
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While the Company believes that it has adoptecdcjgdiand procedures to manage and monitor the aisgsdant to this line of busine
and while the executives who manage the Compapyogram have years of experience, no guarantedeanade that the Company will
experience losses in this division.

The same restrictions applicable to thirakty relationships as described above also applypur ATM Sponsorship business;
“Regulation — Bank Supervision and Regulation —$&m Orders and Related Matters.”

Regulation

The Company is regulated as a savings and loaringotdmpany by the Federal Reserve. As a savindda@an holding company, t
Company is required to file reports with, and ottiee comply with, the rules and regulations of Beeleral Reserve and of the SEC under fe
securities laws. The Bank is a federally charteteit institution that is subject to broad federagulation and oversight extending to all of
operations by the OCC, its primary federal reguladmd by the FDIC as deposit insurer. The Banll$® a member of the FHLB. SeRisk
Factors” which is included in Iltem 1A of this AniiReport on Form 10-K.

The legislative and regulatory enactments descriiddw have had and are expected to continue te bawnaterial impact upon 1
operations of the Company and the Bank.

Dodd-Frank Wall Street Reform and Consumer Pradectct of 2010 (“the Dodd-Frank Act”) In response to the current national
international economic recession and to strengthgrervision of financial institutions and systertticamportant nonbank financial institutior
Congress and the U.S. government have taken ayafieactions, including the enactment of the Ddédenk Act on July 21, 2010. The Dodd-
Frank Act represents the most comprehensive chianiganking laws since the Great Depression of #8904 and mandated changes in severe
areas: regulation and compliance (both with respedinancial institutions and systemically impamt nonbank financial companies), secur
regulation, executive compensation, regulation erivétives, corporate governance, transactions affiiates, deposit insurance assessment:
consumer protection. Importantly for the Bank, Bedd+rank Act also abolished the OTS on July 21, 2@ht, transferred rulemaking autho
and regulatory oversight to the OCC with respedetteral savings banks, such as the Bank, ancet®dard of Governors of the Federal Res
System with respect to savings and loan holdingpaonies, such as the Company. While the changt®ifaw required by the Doderank Ac
will most significantly have a major impact on larimstitutions, even relatively small institutiogisch as ours will be affected.

Pursuant to the DodErank Act, the Bank is subject to regulations prigated by a new consumer protection bureau houstuhvthe
Federal Reserve, known as the Consumer Finanaéédion Bureau (the “Bureau”)The Bureau has consolidated rules and orders egpect t
consumer financial products and services and hastamntial power to define the rights of consumeid @sponsibilities of lending institutions, s
as the Bank. The Bureau will not, however, exangnsupervise the Bank for compliance with suchulatipns; rather, based on the Bank's
(less than $10 billion), enforcement authority wémain with the Banlk' primary federal regulator although the Bank mayrdquired to subn
reports or other materials to the Bureau uponetmest. The Bureau began to exercise its authorityuly 21, 2011 with respect to inst
depository institutions like the Bank.
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The Dodd-Frank Act included provisions which regtmterchange fees to those which are “reasorefdeproportionatefor certain deb
card issuers and limits the ability of networks @&uliers to restrict debit card transaction roufkrgown as the “Durbin Amendment”'he Feder:
Reserve issued final rules implementing the DuArimendment on June 29, 2011. In the final rulegricttange fees for debit card transactions
capped at $0.21 plus five basis points to be dégibr a “safe harborsuch that the fee is conclusively reasonable anggstionate. Anothi
related rule also permits an additional $0.01 perdaction “fraud prevention adjustmetd’the interchange fee if certain standards desidpyethe
Federal Reserve are implemented including an amewa@w of fraud prevention policies and procedurdéth respect to network exclusivity ¢
merchant routing restrictions, it is now requirbdttall debit cards participate in at least twoffileted networks so that the transactions inéa
using those debit cards will have at least two jreshelent routing channels. Notably, the interchdegerestrictions in the Durbin Amendment
not apply to the Bank because debit card issudtstatal worldwide assets of less than $10 bilkoa exempt.

The FDIC’s Transaction Account Guarantee (“TAG"p§am was also extended until December 31, 2012ruhd Dodd-rank Act. Th
TAG Program provides deposit insurance in excesk?60,000 for certain transaction accounts anchailred depository institutions (such as
Bank) were required to participate. As of the ddtthis filing, it appears likely that the TAG Ry@m will not be further extended.

The Dodd-Frank Act also included a provision thgi@ements the Federal Trade Commission #Aptohibitions against practices that
unfair or deceptive by also prohibiting practichattare “abusive.” The BureauDirector, Richard Cordray, has publicly stateat tiis term wil
not be defined by regulation but will, instead,ilheninated by the enforcement actions the Burevtiates.

In addition, and among other legislative changes we and the Bank will need to assess, the Dddk Act requires us to: (1) be sub
to an assessment model from the FDIC based upetsasst deposits (as described herein); (2) besuto enhanced executive compensatior
corporate governance requirements; and (3) evaluatecapital compliance at the holding company lleliee to our issuance of trust prefel
securities.

The extent to which the new legislation and exgtamd planned governmental initiatives thereundiérsucceed in ameliorating tig
credit conditions or otherwise result in an impnmeat in the national economy is uncertain. In taldj because some components of the Dodd
Frank Act have not been finalized, it is diffictitt predict the ultimate effect of the Do#fdlank Act on us or the Bank at this time. It isely,
however, that our operational expenses will inaessa result of new compliance requirements.

Incentive Compensation RegulatioThe OTS issued on June 21, 2010 final guidam@nsure that incentive compensation arrangel
at federal savings banks take into account riskaaedconsistent with safe and sound banking pextidhe guidance was designed to ensur
incentive compensation arrangements appropriai@lyetvards to longeterm performance and do not undermine the safedysanndness of tl
entity or create undue risks to the financial gyste

USA Patriot Act of 2001 In October 2001, the USA Patriot Act of 2001e(tfPatriot Act”)was enacted in response to the terrorist at
in New York, Pennsylvania and Washington, D.C. Wwhazcurred on September 11, 2001. The Patrioti®\édtended to strengthen U.S.
enforcement’s and the intelligence communitegsilities to work cohesively to combat terrorism awariety of fronts. The potential impact of
Patriot Act on financial institutions of all kinds significant and wide-ranging. The Patriot Acntains sweeping antitoney laundering al
financial transparency laws and imposes variouslagigns, including standards for verifying cligdéentification at account opening, and rule
promote cooperation among financial institutiorgyulators and law enforcement entities in identifyparties that may be involved in terrorisr
money laundering. Among other provisions, the iBatct requires financial institutions to have iamtoney laundering programs in place
requires banking regulators to consider a holdinoghganys effectiveness in combating money laundering wheimg on certain merger
acquisition applications.
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Credit Card Regulation The Credit Card Accountability ResponsibilitydaBisclosure Act was signed into law on May 22, 2(the
“Credit Card Act”). The Credit Card Act bans retroactive rate increassgiires that bills be due no less than 21 deyw fthe time of mailing
requires that credit card contracts be accessibl¢he Internet, and allows consumers to opt-irhdyt choose to use a card issuer's dimait
protection. While certain opesnd credit programs of the Bank were impacted lyGhedit Card Act, the operational and financigbaet to th
Bank were immaterial. Two of the Baskeredit card programs had significant changesieotérms and conditions as a result of the Credit
Act. However, the account portfolio for these peogs was relatively small, and each of these progrdas ceased to add any
accounts. Additionally, the Fingerhut Program, eflhivas a significant portfolio, terminated its agreent with MetaBank as of July 2012.

Gift card provisions in the Credit Card Act tookeet on August 22, 2010. These provisions impose nestrictions on the use
expiration dates and fees on gift cards, includimgh open-loop and closdédep cards. Certain provisions can also apply eéaegal purpos
reloadable and promotional cards (i.e., reloadahtes that are not marketed or labeled as giftscarards not marketed to the general public
cards that are loyalty or award cards are not stibjethe fee and expiration restrictions). Ifaactis subject to the Credit Card Axfee restriction
then (1) fees cannot be imposed within a year #fieecard was issued or within a year after thdhazders last use, (2) only one fee is permitte
any month, and (3) certain disclosures relatethédfées and the timing of their imposition mustcherly and conspicuously disclosed. If a ca
subject to the Credit Card Astexpiration provisions, then the card must givesconers a reasonable opportunity to purchase tidength at leas
five years remaining until the card expiration datel the funds loaded onto such card must notexmfore the later of five years after the dat
which the card was issued or the card expiratidge (fgany).

The Homeowners Affordability and Stability Plan @8P”) . Announced in February 2009, the HASP is a $75.Jobildollar federe
program providing for loan modifications targetedarrowers who are at risk of foreclosure becahs& incomes are not sufficient to meet t
mortgage payments. It is anticipated that thigg@m will have minimal impact on the Company.

Home Affordable Refinance Program (“HARP.)Announced in November 2011, the HARP is availableréfinances of existing a
qualified Fannie Mae or Freddie Mac loans only.e Boal of the refinance effort, as announced byPtiesident of the United States, i provide
access to low-cost refinancing for responsible rommers suffering from falling home pricesThe expectation is that refinancing a qualifiech
will put responsible borrowers in a better positipnreducing their monthly principal and intereayments or moving them from a more risky |
structure (such as interest-only or shtertn ARM) to a more stable product. It is antitgzhthat this program will have minimal impact dw
Company.

Privacy. The Bank is required by statute and regulat@uisclose its privacy policies to its customersamnannual basis. Pursuan

such privacy notices, the Basktustomers may opt out of the sharing of theimpubtic personal information with nonaffiliated ttiparties. Th
Bank is also required to appropriately safeguardiistomers’ personal information.
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Preemption. On July 21, 2011, the preemption provisions led DoddFrank Act became effective, requiring that fedesaling:
associations be subject to the same preemptiodatds as national banks, with respect to the agic of state consumer laws to the inter:
activities of federally chartered depository ingittns. Under the preemption standards establisimelér the Dodd~rank Act for both nation
banks and federal savings associations, preempfianstate consumer financial law is permissiblly din (1) application of the state law wot
have a discriminatory effect on national bankseatefal thrifts as compared to state banks; (2ktat law is preempted under a judicial star
that requires a state consumer financial law togareor significantly interfere with the exercisktbe national bank’s or federal thrgtpower
before it can be preempted, with such preemptidgardenation being made by the OCC (by regulatiommier) or by a court, in either case ¢
“case-by-case” basis; or (3) the state law is pmtethby another provision of federal law other ti@te X of the DoddFrank Act. Additionally
the Dodd-Frank Act specifies that such preempttandards only apply to national banks and fedérits themselves, and not their ndapositor
institution subsidiaries or affiliates. Specifigaloperating subsidiaries of national banks ardkfel thrifts that are not themselves chartered
national bank or federal thrift may no longer bénfedm federal preemption of state consumer finahlaws, which shall apply to such subsidia
(or affiliates) to the same extent that they apiplgny person, corporation or entity subject tchsstate laws.

Prohibition on Unfair, Deceptive and Abusive ActgldPractices. July 21, 2011 was the designated transfer daderuthe Dodd-rank
Act for the formal transfer of rulemaking functionsder the federal consumer financial laws fromhezfcthe various federal banking agencies
new governmental entity, the Bureau, which is cedrgvith the mission of protecting consumer intexedthe Bureau is responsible
administering and carrying out the purposes andabiies of the federal consumer financial laws @ngrevent evasions thereof, with respect t
financial institutions that offer financial prodscand services to consumers. The Bureau is altmr@ed to prescribe rules applicable to
covered person or service provider identifying gmdhibiting acts or practices that are unfair, g¢iee or abusive in connection with ¢
transaction with a consumer for a consumer findmariaduct or service, or the offering of a consurfieancial product or service. With its brc
rulemaking and enforcement powers, the new Buresuthe potential to reshape the consumer finateied through rulemaking, which m
directly impact the business operations of findraistitutions offering consumer financial produotsservices including the Bank.

Other Regulation The Bank is also subject to a variety of otlegulations with respect to its business operaiiociading, but not limite
to, the Truth in Lending Act, the Truth in Savingst, the Equal Credit Opportunity Act, the Electiofrunds Transfer Act, the Fair Housing /
the Home Mortgage Disclosure Act, the Fair Debtléion Practices Act, and the Fair Credit Repgrtict. As discussed below, any chang
the regulations affecting the Bank’s operationsaspredictable and could affect the Bank’s operetiand profitability.

Bank Supervision & Regulation

The Bank is a federally chartered thrift institutithat is subject to broad federal regulation anersight extending to all of its operatic
by its primary federal regulator, the OCC, and tsydieposit insurer, the FDIC. Such regulation ce®wd aspects of the banking business, inclt
lending practices, safeguarding deposits, capitattire, transactions with affiliates and condartl qualifications of personnel. The Bank is al
member of the FHLB System and is subject to cetiaiited regulation by the FRB.

Meta Financial currently has two wholbwned subsidiaries: the Bank, a federally chadtéheift institution; and First Midwest Financ
Capital Trust I, a statutory business trust orgaghiander the Delaware Business Trust Act.
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Regulatory authorities have been granted exterdis@etion in connection with their supervisory aforcement activities which ¢
intended to strengthen the financial conditionha banking industry, including the imposition o$tréctions on the operation of an institution,
classification of assets by the institution, anel #ldlequacy of an instituticallowance for loan losses. Typically, theseamdtiare undertaken ¢
to violations of laws or regulations or conducbggrations in an unsafe or unsound manner.

Any change in the nature of such regulation andrsigbt, whether by the OCC, the FDIC, the FederasdRve, or legislatively |
Congress, could have a material impact on the Cagnpa the Bank and their respective operationse discussion herein of the regulatory
supervisory structure within which the Bank opesategeneral and does not purport to be exhaustivee complete description of the laws
regulations involved in the Bank’s operations. Tszussion is qualified in its entirety by thewadtlaws and regulations.

Federal Regulation of the BankAs the primary federal regulator for federaliags associations, the OCC has extensive authovity the
operations of federal savings associations, sutheaBank. This regulation and supervision essak a comprehensive framework for activitie
which a federal savings association can engage isnidtended primarily for the protection of the @sji Insurance Fund (“DIF")anc
depositors. The regulatory structure also givesrégulatory authorities extensive discretion inrextion with their supervisory and enforcen
activities and examination policies, including pas with respect to the classification of assatsthe establishment of adequate loan loss res
for regulatory purposes.

Given the extensive transfer of former OTS autlgdotmultiple agencies, Section 316 of the Déddnk Act requires the OCC to iden
and publish in theFederal Registerseparate lists of the current OTS regulations that OCC will continue to enforce for federal sag
associations after the transfer date. In carrpumigthis mandate, and in connection with its asgionpf responsibility for the ongoing examinati
supervision, and regulation of federal savings @asions, the OCC published a final rule on July 2011 that republishes those OTS regula
that the OCC has the authority to promulgate arfidrea as of the July 21, 2011 transfer date, witthenclature and other technical amendmet
reflect OCC supervision of federal savings assmriat In addition, on May 17, 2012, the OCC redethadditional OTS documents, includir
large number related to the supervision and exammaf federal savings associations. The O&C@gulations supersede the OTS regulation
are indicative of the OCC's goal of one integratelicy platform for national banks and savings ags@®ns.

It is possible that additional OCC rulemaking cotédyuire significant revisions to the regulatiomsler which the Bank operates an
supervised. Any change in such laws and regulsitiorinterpretations thereof, whether by the O®&,RDIC or through legislation, could hav
material adverse impact on the Bank and its ogeratind on the Company and its stockholders.

Business Activitie
The activities of federal savings associationsganmeerally governed by federal laws and regulatiorisese laws and regulations delin

the nature and extent of the activities in whictiei@l savings associations may engage. In paaticmany types of lending authority for fed:
savings associations are limited to a specifiedgrgage of the institution’s capital or assets.
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Loan and Investment Powe

The Bank derives its lending and investment powers the Home Owners’ Loan Act (the “HOLA”) and tl@@CC’s implementin
regulations thereunder. Under these laws and atigok, the Bank may invest in mortgage loans sechy residential and commercial real es
commercial and consumer loans, certain types of skturities and certain other assets. The Bankalsa establish service corporations that
engage in activities not otherwise permissibletfa Bank, including certain real estate equity strreents and securities and insurance brok
activities. These investment powers are subjectat@ous limitations, including (i) a prohibitiongainst the acquisition of any corporate ¢
security that is not rated in one of the four higthating categories; (ii) a limit of 400% of arsasiations capital on the aggregate amount of I
secured by non-residential real estate propeitya(limit of 20% of an associatios’assets on the aggregate amount of commerciagnmlltura
loans and leases with the amount of commercialsidgarexcess of 10% of assets being limited to simadiness loans; (iv) a limit of 35% of
associatiors assets on the aggregate amount of secured conkang and acquisitions of certain debt securitiéth amounts in excess of 30%
assets being limited to loans made directly todhiginal obligor and where no thirgharty finder or referral fees were paid; (v) a tiraf 5% o
assets on nooenforming loans (loans in excess of the specifittations of the HOLA); and (vi) a limit of the gater of 5% of assets or
associatiors capital on certain construction loans made fer ghrpose of financing what is or is expected toob®e residential property.
addition, the HOLA and the OCC regulations provitlat a federal savings association may invest upOb of its assets in tangible perst
property for leasing purposes.

The Banks general permissible lending limit to one borrovgeequal to the greater of $500,000 or 15% of yaiined capital and surpl
(except for loans fully secured by certain readigrketable collateral, in which case this limitingreased to 25% of unimpaired capital
surplus). At September 30, 2012, the Banknding limit under these restrictions was $2tillion. The Bank is in compliance with this lend
limit.

Consent Orders and Related Matters

During 2010, the OTS issued Supervisory Directiethe Bank based on the OTS’ assessment of thle'8&mrd party relationship ris
enterprise risk management, and rapid growth @NtPS division) and had also advised the Bank thatOTS had determined that the B
engaged in unfair or deceptive acts or practicesdlation of Section 5 of the Federal Trade Consiois Act and the OTS Advertising Regulal
in connection with the Bank'operation of the iAdvance line of credit progradm July 15, 2011, the Company and the Bank eaphlated an
consented to a Cease and Desist Order (togetleetOtiders” or the “Consent Orders8sued by the OTS. Under the Orders, the OTS lam@an|
agreed upon a Remuneration Plan to provide reiremest to iAdvance Line of Credit borrowers affectgdthe Banks failure to implement
recurring use plan. The Remuneration Plan providedn aggregate amount of $4.8 million to be paidAdvance customers and such plan
been completed with no related outstanding delblema The Bank also stipulated and consented tOraler of Assessment of a Civil Mor
Penalty (the “Assessment”) providing for the Bangayment of $400,000. The Orders and the Asseddraeame effective on July 15, 2011. E
sums were paid in the fourth quarter of fiscal 20Uhder the terms of the Orders and the AssessitenOTS acknowledged that the Comg
and the Bank neither admitted nor denied the Ondirfgs in the Orders and the Assessment or thangexisted to initiate a proceeding.

On July 21, 2011, pursuant to the Dodd Frank Awt, ®TS was integrated into the OCC and the funstmfnthe OTS related to thi
holding companies were transferred to the FedezabRre. The OCC is now responsible for the ongekagnination, supervision and regulatio
the Bank, including matters with respect to the €& Order against the Bank. The Dodd Frank Adhtaias the existence of the federal sav
association charter and the HOLA, the primary s¢agoverning federal savings banks. The FederaéiRe is now responsible for the onge
examination, supervision and regulation of the Canyp including matters with respect to the Con§€naler against the Company.
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The Orders require the Company and the Bank to guionthe OTS (or its successor) various manageraadtcompliance plans &
programs to address the matters initially iderdifie the Supervisory Directives as well as plansdohancing Company and Bank capital
require non objection by OTS (or its successor)dompany cash dividends, distributions, share @mses, payments of interest or principe
debt and incurrence of debt. Under the terms ef@nder, the Bank agreed that it will cease andsté®m (1) violations of certain laws a
regulations and (2) unsafe or unsound practicasdisalted in it operating without adequate: (agiinal controls, management information sys
and internal audit reviews of its third party spanship arrangements; and (b) certain informatiochelogy policies and procedures.
limitations related to MPS following the issuanddhe Supervisory Directives remain in place, agtdoOrders, and the Barskactions continue
be evaluated by the OCC, the OFSuccessor. Such limitations include receivirgghor written approval of the OCC before the Bamky (1
enter into any new third party relationship agrestmncerning any credit product, deposit produatl¢ding prepaid cards), or automatic te
machine, or materially amend any such existingegent (except for amendments to achieve compliaitteapplicable laws, regulations,
regulatory guidance); (2) originate, directly oraigh any third party, tax refund anticipation lea(8) offer a tax refund transfer processing e
directly or through any third party; or (4) offer ariginate iAdvance lines of credit to new custosner permit draws on existing iAdvance line
credit, either directly or through any third party.

The Orders further require the Company and the Bargubmit to the OTS (now, the Federal Reservetb@dCC, respectively) varic
management and compliance plans and programs tesadhe matters identified in the Supervisory ives and Consent Orders, as well as |
for enhancing Company and Bank capital. Sincadfigance of the Supervisory Directives and the @un®rders and the abolishment of the C
the Company has raised, in the aggregate, $47libmih equity capital and the Company and the Bhake been cooperating with the OCC
the Federal Reserve to correct those aspectsiobiherations that were addressed in the Orders.

Satisfaction of the requirements of the Ordersulgext to the ongoing review and supervision of @&C with respect to the Bank and
Federal Reserve with respect to the Company. Térek and the Company have and expect to continlexpend significant management
financial resources to address areas that weré icitthe Orders; such matters include but are inttdd to capital preservation and enhancel
commensurate with the Barsktisk profile, improvement of core earnings framerest income, management and board oversigteoBank, ris
management and internal controls, compliance manegg and Bank Secrecy Act compliance.

There can be no assurance that our regulatorsuliiithately determine that we have met all of thquieements of the Orders to tt
satisfaction. If our regulators believe that weeéhaot made sufficient progress in complying whk Orders, they could seek to impose addit
regulatory requirements, operational restricticgrshanced supervision and/or civil money penaltlesny of these measures is imposed ir
future, it could have a material adverse effecbanfinancial condition and results of operationsl @n our ability to raise additional capital.
additional information regarding compliance witle tBrders, see “Risk Factors — Risks Related tdCthrapany’s Business andRisks Related |
the Banking Industry.” For additional informatiavith respect to certain risks related to the MP@8sitin specifically, see “Risk FactorsRisks
Related to Meta Payment Systems, a division oBiuek.”
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Insurance of Accounts and Regulation by the FDIThe Bank is a member of the DIF, which is adstaried by the FDIC. Deposits
insured up to applicable limits by the FDIC andtsimsurance is backed by the full faith and creélihe United States Government. As insurer
FDIC imposes deposit insurance premiums and isoaiattd to conduct examinations of and to requipmriéng by FDICinsured institutions. It als
may prohibit any FDIGnsured institution from engaging in any activityetFDIC determines by regulation or order to poseréous risk to tt
DIF. The FDIC also has authority to initiate emfEment actions against any FDit@sured institution after giving its primary federagulator th
opportunity to take such action, and may termirthte deposit insurance if it determines that thditit®on has engaged in unsafe or unsc
practices or is in an unsafe or unsound condition.

The FDIC imposes an assessment against all deposittitutions for deposit insurance. Pursuanth® DoddFrank Act, with respect
deposit insurance premiums, the new assessmenthizsdation will be average consolidated totakétssess average tangible equity (define
Tier 1 capital). At September 30, 2012, the Baniidk category assignment required a payment df4$per $100 of its total assessment ba
approximately $1.4 billion. The FDI€’board has the flexibility to adopt actual ratest tare higher or lower than the total base asssdsrate
adopted without notice and comment if certain retstns are met.

The FDIC announced on November 12, 2009, that @usdepository institutions were required to prefiage years of deposit insura
premiums on December 30, 2009. Under the ruleptepaid amount was based on an estimate of thi¢utin’'s assessment rate in effect
September 30, 2009, its third quarter 2009 asseddmase, and an estimated rate of increase imfis#ssment base. MetaBank was assesse
million. As of April 1, 2011, the final rule on RD Deposit Insurance became effective.

Under the Dodd-rank Act, a permanent increase in deposit inseravas authorized to $250,000 (insurance coveradetaviously bee
temporarily raised to that level until December 2813). The coverage limit is per depositor, peured depository institution for each acci
ownership category.

The DoddFrank Act also set a new minimum DIF reserve rati@.35% of estimated insured deposits. The FBI@dquired to attain tt
ratio by September 30, 2020.

Under the Federal Deposit Insurance Act (“FDIAiDe FDIC may terminate deposit insurance upon dirfgn that the institution h
engaged in unsafe or unsound practices, is in aafaror unsound condition to continue operation$ias violated any applicable law, regulat
rule, order or condition imposed by the FDIC or @€C. Management of the Bank does not know of aagtjze, condition or violation that mig
lead to termination of deposit insurance. A siigaifit increase in DIF insurance premiums would revadverse effect on the operating expe
and results of operations of the Bank.

DIF-insured institutions pay a Financing Corpomat{¢FICQO”) assessment in order to fund the interest on basxlged to resolve thr
failures in the 1980s. Pursuant to the Déddnk Act, with respect to deposit insurance prensiuthe new assessment base calculation w
average consolidated total assets less averagiblarguity (defined as Tier 1 capital). At Sepbemn30, 2012, the FICO assessment was
to .66 basis points for each $100 of its total sssent base of approximately $1.4 billion. Thesmasments will continue until the bonds matu
2019.

Interest Rate Risk Management.he OCC requires federal savings banks, likeBaek, to have an effective and sound interest niak
management program, including appropriate measureamel reporting, robust and meaningful stresgigsassumption development reflecting
institution’s experience, and comprehensive model valuatioterdst rate risk exposure is supposed to be mdnagjag processes and syst
commensurate with their earnings and capital levadsnplexity; business model; risk profile; and pemf operations. As of March 31, 2C
federal savings banks are required to have an ermt interest rate risk management process @e pleat measures both earnings and cap
risk.
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Stress Testing.Although the Dodd-rank Act requires institutions with more than $fillion in assets to conduct required stress tgs
the OCC expects every bank, regardless of its@izisk profile, to have an effective internal pess to (1) assess its capital adequacy in reltd
its overall risks at least annually, and (2) tonpfar maintaining appropriate capital levels. dtthe OCGCS belief that stress testing perr
community banks to identify their key vulnerabé#ito market forces and assess how to effectivalyage those risks should they emerge. If
testing results indicate that capital ratios cdaltlbelow the level needed to adequately suppgattanks overall risk profile, the OCC believes
bank’s board and management should take appropriate &tgpotect the bank from such an occurrenceudict establishing a plan that requ
closer monitoring of market information, adjustieyategic and capital plans to mitigate risk, cliaggisk appetite and risk tolerance lev
limiting or stopping loan growth or adjusting therfolio mix, adjusting underwriting standards,siag more capital, and selling or hedging loat
reduce the potential impact from such stress events

Assessments The DoddFrank Act transferred authority to collect assesgmédor federal savings associations from the O Sht
OCC. This authority was effective as of the transfate, July 21, 2011. The DoHdank Act also provides that, in establishing theant of a
assessment, the Comptroller of the Currency magidenthe nature and scope of the activities ofeftity, the amount and type of assets it h
the financial and managerial condition of the gntind any other factor that is appropriate. Pxdhe transfer date, the OCC and the OTS ass
banks and savings associations, respectively, ubffegent methodologies, although the agenamsthodologies generally resulted in similar le
of assessments. Under the OTS assessment syssessiaents were due each year on January 31 gn8ljudnd were calculated based ol
institution’s asset size, condition, and complexithe Bank$ assessment (standard assessment) for the fisaalepded June 30, 2012,
$241,356. Beginning with assessments chargedpteBder 2012, all national banks and federal savasgociations are assessed using the ©CC
assessment structure. Institutions such as the Baatkrequired increased supervisory resourcessalogect to a supervisory surcharge by
OCC. This fee is intended to reflect the increasests of supervision incurred by the OCC with ee$po such institution.

Regulatory Capital RequirementsFederally insured financial institutions, suchthe Bank, are required to maintain a minimum lle¥
regulatory capital. These capital requirements dat that an institution maintain at least theofwlhg ratios: (1) a core (or Tier 1) capita
adjusted total assets ratio of 4% (which can beged to 3% for highly rated institutions); (2) aeffiL capital to riskweighted assets ratio of 4
and (3) a risk-based capital to risk-weighted aseatio of 8%. Core (Tier 1) capital is definedcasnmon stockholdergquity (including retaine
earnings), certain noncumulative perpetual preferstock and related surplus and minority investsiant equity accounts of consolida
subsidiaries, less intangibles other than certartgage servicing rights and credit card relatigmsh Supplementary capital is currently define
include cumulative preferred stock, loteym perpetual preferred stock, mandatory conJertgecurities, subordinated debt and interme
preferred stock, the allowance for loan and leassds limited to a maximum of 1.25% of rigkighted assets and up to 45% of unrealized gai
available-forsale equity securities with readily determinablie faarket values. Overall, the amount of suppletagncapital included as part
total capital cannot exceed 100% of core capital.

Generally, in meeting the tangible, leverage asl{vased capital standards, federal savings assowatiust deduct investments in

loans to subsidiaries engaged in activities ascjp@ that are not permissible for a national batka subsidiarys activities are permitted tc
national bank, that subsidiary’s assets are gdpamhsolidated with those of the parent’'s on a4iar-line basis.
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Capital requirements in excess of the standardfogbt above may be imposed on individual instdnos on a case-bgase basis upor
determination that the associatisrcapital level is or may become inadequate irt laflthe particular circumstances. The OCC andRD¢C are
generally permitted to take enforcement actionregia savings bank that fails to meet its capgquirements. Such action may include restric
on operations and banking activities, the imposita capital directive, a cease-athekist order, civil money penalties, or more seintgmeasure
such as the appointment of a conservator or receiva forced merger with another institution.

As of September 30, 2012, the Bank exceeded ais asEgulatory capital requirements with core, thtegand riskbased capital ratios
8.56%, 8.56% and 23.59% respectively, and was datwd as “well-capitalized” under federal guideiinéSee Note 14 to theNbdtes t
Consolidated Financial Statements,” which is inelich Part II, Item 8 “Consolidated Financial Stagésits and Supplementary Datd"this Annua
Report on Form 10-K.

The Federal Reserve and the OCC are reviewing tdated capital requirements for all depositorytitnsions and their holdir
companies pursuant to Section 171 of the Dodd Frsstkand the Basel Committee on Banking SupervisidBasel 1ll: A global regulatol
framework for more resilient banks and banking esyst” report (“Basel Ill"). The timing and content of a Basel Ill framework eens unclee
following the regulators’ recently announced impértation delay. For more information, see “RisktBes -Risks Related to Our Industry ¢
Business.”

Prompt Corrective Action Federal banking regulators are authorized andewucertain circumstances, required to take cedation:
against banks that fail to meet their capital rezents. Effective December 19, 1992, the fedbealking agencies were given additic
enforcement authority with respect to undercapiéali depository institutions. Under the regulatjoas institution is deemed to be (a) "v
capitalized” if it has total risk-based capitalldf.0% or more, has a Tier 1 riblesed capital ratio of 6.0% or more, has a Ti@vérdage capital ral
of 5.0% or more and is not subject to any ordefir@l capital directive to meet and maintain a sfi@capital level for any capital measure;
"adequately capitalized” if it has a total risk-bdscapital ratio of 8.0% or more, a Tier 1 risksed capital ratio of 4.0% or more and a T
leverage capital ratio of 4.0% or more (3.0% uratain circumstances) and does not meet the defirof well capitalized; (c) "undercapitalized”
if it has a total risk-based capital ratio thaleiss than 8.0%, a tier 1 ritlased capital ratio that is less than 4.0% or aIlleverage capital ratio tt
is less than 4.0% (3.0% under certain circumstangd} "significantly undercapitalized” if it has tatal riskbased capital ratio that is less t
6.0%, a Tier 1 riskbbased capital ratio that is less than 3.0% or a Tideverage capital ratio that is less than 3.@¥bd (e) "criticall
undercapitalizedif it has a ratio of tangible equity to total ass#tat is equal to or less than 2.0%. In certaimatibns, a federal banking age
may reclassify a well capitalized institution asqdately capitalized and may require an adequatghtalized or undercapitalized institutior
comply with supervisory actions as if the instibutiwere in the next lower category.

The federal banking agencies are generally requicedake action to restrict the activities of anntiercapitalized,” Significantly
undercapitalized” or “critically undercapitalizeddank. Any such bank must submit a capital restorgtlan that is guaranteed by the parent ho
company. Until such plan is approved, it may motéase its assets, acquire another institutidabksh a branch or engage in any new activ
and generally may not make capital distributiombBe banking regulators are authorized to imposéiadél restrictions, discussed below, that
applicable to significantly undercapitalized ingtions.
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Adequately capitalized banks cannot normally paydéinds or make any capital contributions that widekve it undercapitalized; tt
cannot pay a management fee to a controlling pefsafter paying the fee, it would be undercajitad; and they cannot accept, renew or roll
any brokered deposit unless the bank has appliedrfd been granted a waiver by the FDIC. The FB&S defined the “national ratédr all
interest-bearing deposits held by less-than-weditabzed institutions asd' simple average of rates paid by all insured depgsinstitutions an
branches for which data are available” and hasdtdtat its presumption is that this national ratihe prevailing rate in any market. As suchsdes
than-well capitalized institutions generally mayt pay an interest rate in excess of the natiortalphus 75 basis points.

Undercapitalized banks may not accept, renew tovet brokered deposits, and are subject to réistns on the soliciting of deposits o
prevailing rates. In addition, undercapitalizedksmare subject to certain regulatory restrictiohbese restrictions include, among others, thelt
a bank generally may not make any capital distidimst must submit an acceptable capital restoratian to the FDIC, may not increase its ave
total assets during a calendar quarter in excefis average total assets during the precedingqidatequarter unless any increase in total ass
consistent with a capital restoration plan apprdwethe FDIC and the barktatio of equity to total assets increases dutiegcalendar quarter &
rate sufficient to enable the bank to become adetjuaapitalized within a reasonable time. In aiddit such banks may not acquire a busit
establish or acquire a branch office or engagerieva line of business without regulatory approval.addition, as part of a capital restoration §
the Company must generally guarantee that the bélhketurn to adequately capitalized status anolvjate appropriate assurances of perform
of that guarantee. If a capital restoration pEnat approved, or if the bank fails to implemé& plan in any material respect, the bank wou
treated as if it were “significantly undercapitaliz” which would result in the imposition of a numberaafditional requirements and restrictions
should also be noted all FDIi@sured institutions are assigned an assessméntlriggeneral, weaker banks (those with a higheessment risk) &
subject to higher assessments than stronger ba@nksadverse change in category can lead to mdierligher expenses for insui
institutions. Finally, bank regulatory agenciewvéahe ability to seek to impose higher than norg®ital requirements known as individ
minimum capital requirements (“IMCR”) for institotis with higher risk profiles. If the Bank’s capistatus — now well capitalizedchanges as
result of future operations or regulatory orderifar becomes subject to an IMCR, the Comparfyiancial condition or results of operations d
be adversely affected. See “— Consent Orders afatdtl Matters.”

Any institution that fails to comply with its capltplan or is “significantly undercapitalized” (i,&ier 1 riskbased or core capital ratios
less than 3% or a ridkased capital ratio of less than 6%) must be mathiest to one or more of additional specified awi@nd operatir
restrictions mandated by the Federal Deposit Imm@aCorporation Improvement Act of 1991 (“FDICIA"T.hese actions and restrictions incl
requiring the issuance of additional voting sedesit limitations on asset growth; mandated ass#tiat®on; changes in senior managern
divestiture, merger or acquisition of the assooigtirestrictions on executive compensation; andahgr action the OTS deems appropriate
institution that becomes “critically undercapit&i¥’ is subject to further mandatory restrictions onaitsivities in addition to those applicable
significantly undercapitalized associations. Imlitidn, the appropriate banking regulator must amipa receiver (or conservator with the FDIC’
concurrence) for an institution, with certain liedt exceptions, within 90 days after it becomescally undercapitalized. Any undercapitali
institution is also subject to other possible ecéonent actions, including the appointment of aiveceor conservator. The appropriate regulat
also generally authorized to reclassify an instituinto a lower capital category and impose restnms applicable to such category if the instén
is engaged in unsafe or unsound practices ords imnsafe or unsound condition.
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The imposition of any of these measures on the Baal have a substantial adverse effect on it antherCompanys operations ar
profitability. Meta Financial stockholders do nwve preemptive rights and, therefore, if Meta Raia is directed by the OCC or the FDIC
issue additional shares of Common Stock, suchigsumay result in the dilution in stockholders’qartage of ownership of Meta Financial.

Institutions in Troubled Condition Certain events, including entering into a formaltten agreement with a barskiegulator that requir
action to improve the bank’financial condition, or simply being informed the regulator that the bank is in troubled conditiwill automaticall’
result in limitations on so-called “golden para@iuagreements pursuant to Section 18(K) of the FORaddition, organizations that are
troubled condition must give 30 days written notleefore appointing a Director or Senior Executiveid®r, pursuant to Section 32 of -
FDIA. The Bank and the Company are subject toethllequirements.

Branching by Federal Savings AssociationSubject to certain limitations, the HOLA and tB€C regulations permit federally charte
savings associations to establish branches intaty af the United States. The authority to eshtduch branches is available if the law of tlae
in which the branch is located, or is to be locateould permit establishment of the branch if theisgs association were a state savings assoc
chartered by such state or if the association figslas a “domestic building and loan associationter the Internal Revenue Code of 198!
amended, which imposes qualification requiremeintiia to those for a “qualified thrift lender” uedthe HOLA. See “—Qualified Thrift Lende
Test.” The branching authority under the HOLA and the O@@ulations preempts any state law purporting tulete branching by fede
savings associations.

Standards for Safety and Soundneskhe federal banking agencies have adoptedntieeagency Guidelines Establishing Standards
Safety and SoundnessThe guidelines establish certain safety and doess standards for all depository institutionee Toperational ar
managerial standards in the guidelines relate eéofdtHowing: (1) internal controls and informati@ystems; (2) internal audit systems; (3)
documentation; (4) credit underwriting; (5) intdreste exposure; (6) asset growth; (7) compensafe®s and benefits; (8) asset quality; ant
earnings. Again, rather than providing specifitesy the guidelines set forth basic compliance idenations and guidance with respect
depository institution. Failure to meet the staddan the guidelines, however, could result irguest by the OCC to the Bank to provide a wr
compliance plan to demonstrate its efforts to cam@compliance with such guidelines.

Limitations on Dividends and Other Capital Distrtlans. Federal regulations govern the permissibilitgapital distributions by a fede
savings association. Pursuant to the DBdahk Act, savings associations that are part gdvéngs and loan holding company structure must
file a notice of a declaration of a dividend witietFederal Reserve. In the case of cash dividéD@s; regulations require that federal sav
associations that are subsidiaries of a stock gavamd loan holding company must file an informaglocopy of that notice with the OCC at
same time it is filed with the Federal Reserve.Q@gulations further set forth the circumstanceden which a federal savings associatic
required to submit an application or notice befbreay make a capital distribution.

A federal savings association proposing to makemta distribution is required to submit an apgtion to the OCC if: the associat
does not qualify for expedited treatment pursuantriteria set forth in OCC regulations; the totamhount of all of the associatian'’capita
distributions (including the proposed capital disition) for the applicable calendar year exceddsassociatios’ net income for that year to d
plus the associatios’retained net income for the preceding two yethes;association would not be at least adequatgditadaed following th
distribution; or the proposed capital distributiwould violate a prohibition contained in any apabte statute, regulation, or agreement betwee
association and the OCC or the Company’s and Baiiokiner regulator, the OTS, or violate a condifimposed on the association in an applic:
or notice approved by the OCC or the OTS.
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A federal savings association proposing to makepmtal distribution is required to submit a priastice to the OCC if: the associat
would not be well capitalized following the distiifion; the proposed capital distribution would reelithe amount of or retire any part of
association’s common or preferred stock or reting gart of debt instruments such as notes or sirttel debentures included in the association’
capital (other than regular payments required uadgebt instrument); or the association is a sidgiaf a savings and loan holding company
is not required to file a notice regarding the msgd distribution with the Federal Reserve, in Whiase only an informational copy of the nc
filed with the Federal Reserve needs to be simetiasly provided to the OCC.

Each of the Federal Reserve and OCC have primaimgwing responsibility for the applications or ra#s required to be submitted to tt
by savings associations relating to a proposedildision. The Federal Reserve may disapprove nbtice, and the OCC may disapprove
notice or deny an application, if:

e the savings association would be undercapitalisboviing the distribution
e the proposed distribution raises safety and sowsxdoencerns; ¢

e the proposed distribution violates a prohibitiomtined in any statute, regulation, enforcemenibacbr agreement between
savings association (or its holding company, in thse of the Federal Reserve) and the estityimary federal regulator, ol
condition imposed on the savings association @hdiding company, in the case of the Federal Reyén an application or noti
approved by the enti’s primary federal regulatc

Under current regulations, the Bank is not permitie pay dividends on its stock if its regulatoapital would fall below the amot
required for the liquidation account establishegtovide a limited priority claim to the assetstbé Bank to qualifying depositors at March
1992, who continue to maintain deposits at the Baftés its conversion from a federal mutual saviagd loan association to a federal stock sa
bank pursuant to its Plan of Conversion adopteduaugl, 1991.

During the fiscal year ended September 30, 20¥2B#nk paid no cash dividends to the Company, @a€timpany utilized existing ce
holdings for payment of dividends to the Comparsgxkholders and other holding company expenses.

Qualified Thrift Lender Test All savings associations, including the Banle eequired to meet a qualified thrift lender (“Q7ltest tc
avoid certain restrictions on their operations.isTiest requires a savings association to haveaat I65% of its portfolio assets (as define:
regulation) in qualified thrift investments (prinigrresidential mortgages and related investmeantduding certain mortgageacked securities)
a monthly average for nine out of every 12 month&aolling basis or meet the requirements for mektic building and loan association unde
Internal Revenue Code. Under either test, theiredj@ssets primarily consist of residential hogsiglated to loans and investments. At Septe
30, 2012, the Bank met the test and always has giminception.

Any savings association that fails to meet the @d4t must convert to a national bank charter, sritegualifies as a QTL within one y:«
and thereafter remains a QTL, or limits its neweistiments and activities to those permissible fdi laosavings association and a national ban
addition, the association is subject to nationalkblamits for payment of dividends and branchinghawity. If such association has not requali
or converted to a national bank within three yesisr the failure, it must divest all investmentsl @ease all activities not permissible for a el
bank.
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Community Reinvestment AcUnder the Community Reinvestment Act (the “CRARe Bank is evaluated periodically by its prirr
federal banking regulator to determine if it is tireg its continuing and affirmative obligation castent with its safe and sound operation to
meet the credit needs of its entire community,udilg low and moderate income neighborhoods. énBhnks most recent CRA examinati
notwithstanding that the Bank’s record was conststéth an overall rating of “Satisfactory,” the Bareceived a “Needs to Improvedting due t
the criticized credit practices associated withitkevance product, which the Bank is no longer offg. The CRA requires the OCC, to take ¢
rating into account in considering an applicationdny of the following: (i) the establishmentaflomestic branch; (ii) the relocation of its n
office or of a branch; (iii) the merger or consalidn with or acquisition of assets or assumptibliabilities of an insured depository institutioot
(iv) the conversion of the Bank to a national chartlf the Bank submitted any of the above-listgblications, the OCC may consider the Bank’
overall “Needs to Improve” rating negatively.

Interstate Banking and BranchingThe FRB may approve an application of an adedyatapitalized and adequately managed
holding company to acquire control of, or acquiteoasubstantially all of the assets of, a bantaled in a state other than such holding company’
home state, without regard to whether the transadsi prohibited by the laws of any state. In gahehe FRB may not approve the acquisition
bank that has not been in existence for the minintiome period (not exceeding five years) specifigdie statutory law of the host state or if
applicant (and its depository institution affiliajecontrols or would control more than 10% of thsured deposits in the United States or 30
more of the deposits in the target bankome state or in any state in which the targek bmaintains a branch. lowa has adopted a five
minimum existence requirement.

The federal banking agencies are also generalljoaatd to approve interstate merger transactioitbowt regard to whether s
transaction is prohibited by the law of any stdterstate acquisitions of branches or the esfatrient of a new branch is permitted only if the
of the state in which the branch is located persutsh acquisitions. Interstate mergers and branghisitions are also subject to the nationwide
statewide insured deposit concentration amountwithesl above. lowa permits interstate branchirlg by merger.

Transactions with Affiliates The Bank must comply with Sections 23A and 23Bhe Federal Reserve Act relative to transactiwitl
“affiliates,” generally defined to mean any company that contols under common control with the institutiors ®uch, Meta Financial is
affiliate of the Bank for these purposes). Tratisas between an institution or its subsidiaried @8 affiliates are required to be on term
favorable to the Bank as terms prevailing at theetfor transactions with nonaffiliates. In additi@ertain of these transactions, such as loans
affiliate, are restricted to a percentage of thaitutions’ capital (e.g., the aggregate amount of coveredsaations with any individual affiliate
limited to 10% of the capital and surplus of thstitution; the aggregate amount of covered traimastwith all affiliates is limited to 20% of t
institution’s capital and surplus). In addition, a savingslaad holding company may not lend to any affiliategaged in activities not permiss
for a savings and loan holding company or acquiee gecurities of most affiliates. The OCC hasdlseretion to treat subsidiaries of savi
institutions as affiliates on a case-by-case basis.

On April 1, 2003, the Federal Reserw®&egulation W, which comprehensively amends Sest®B8A and 23B of the Federal Reserve
became effective. The Federal Reserve Act and IRégu W are applicable to the Bank. The Regutatinifies and updates staff interpretat
issued over the years, incorporates several nesvpirgtive proposals (such as to clarify when tratisas with an unrelated third party will
attributed to an affiliate) and addresses new ssauising as a result of the expanded scope ofoaoking activities engaged in by banks and
holding companies in recent years and authorizefirfancial holding companies under the Financedvi#es Modernization Act of 1999.
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The Dodd-Frank Act also included specific changethe law related to the definition of “coverednisaction”in Sections 23A and 2:
and limitations on asset purchases from insidé/gh respect to the definition of “covered transact’ the DoddFrank Act now defines that te
to include the acceptance of debt obligations ddoge an affiliate as collateral for a baskioan or extension of credit to another persc
company. In addition, a “derivative transactionthwan affiliate is now deemed to be a “covereddetion”to the extent that such a transac
causes a bank or its subsidiary to have a cregitxe to the affiliate. A separate provisionhaf DoddFrank Act states that an insured depos
institution may not “purchase an asset from, or @elasset toa bank insider (or their related interests) un(@$she transaction is conducted
market terms between the parties, and (2) if tlip@sed transaction represents more than 10 pestéme capital stock and surplus of the ins
institution, it has been approved in advance byagrty of the institution’s non-interested direxgto

Certain transactions with directors, officers ontrolling persons are also subject to conflict wferest regulations. These conflic!
interest regulations and other statutes also impesteictions on loans to such persons and thkite® interests. Among other things, such |
must be made on terms substantially the same dsdns to unaffiliated individuals and must notateean abnormal risk of repayment or @
unfavorable features for the Bank.

Federal Home Loan Bank SystenThe Bank is a member of the FHLB of Des Moimnase of 12 regional FHLBs that administers
home financing credit function of savings assooiatithat is subject to supervision and regulatiprthe Federal Housing Finance Agency.
advances from the FHLB are required to be fullyused by sufficient collateral as determined by EiLB. In addition, all longerm advance
must be used for residential home financing.

As members of the FHLB System, the Bank is requioegurchase and maintain activitgsed capital stock in the FHLB in the amouil
4.45% to support outstanding advances and mortlpeges. At September 30, 2012, the Bank had inatigregate $2.1 million in FHLB stos
which was in compliance with this requirement. Buwe fiscal year ended September 30, 2012, divisigraid by the FHLB to the Bank tota
$146,000.

Under federal law, the FHLBs are required to previdnds for the resolution of troubled savings eisgmns and to contribute to low &
moderately priced housing programs through direens or interest subsidies on advances targeteddimmunity investment and lovwanc
moderateincome housing projects. These contributions ledfexted adversely the level of FHLB dividends pandl could continue to do so in
future. These contributions could also have areestveffect on the value of FHLB stock in the fatuA reduction in value of the BarskFHLB
stock may result in a corresponding reduction m Banks capital. In addition, the federal agency thatutates the FHLBs has required €
FHLB to register its stock with the SEC, which vifitrease the costs of each FHLB and may have effests that are not possible to predict at
time.

Federal Securities Law The common stock of Meta Financial is registenéth the SEC under the Exchange Act, as amendiste
Financial is subject to the information, proxy sitétion, insider trading restrictions and otheguigements under the Exchange Act.

Meta Financiak stock held by persons who are affiliates (geheddficers, directors and principal stockholdeo$}he Company may n
be resold without registration unless sold in adaace with certain resale restrictions. If Metadficial meets specified current public informa
requirements, each affiliate of the Company, suliecertain requirements, will be able to sellthie public market, without registration, a limi
number of shares in any three-month period.
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Holding Company Supervision & Regulation

We are a unitary savings and loan holding compaitlyinvthe meaning of the HOLA. As such, we areuiegf to register with and
subject to Federal Reserve examination and supamés well as certain reporting requirementsaddition, the Federal Reserve has enforce
authority over us and any of our neavings institution subsidiaries. Among other gsinthis authority permits the Federal Reservesstrict o
prohibit activities that are determined to be aoserrisk to the financial safety, soundness drikta of a subsidiary savings association.

As noted above, pursuant to the Ddeldnk Act, the Federal Reserve assumed respohgsitaili the primary supervision and regulatiol
all savings and loan holding companies, includimg €ompany, on July 21, 2011. Given the extertsavesfer of former OTS authority to multij
agencies, the Dodd-Frank Act requires the FedezakRe to identify and publish in tkederal Registeseparate lists of the OTS regulations
the Federal Reserve will continue to enforce farirggs and loan holding companies after the trandée. In carrying out this mandate, an
connection with its assumption of responsibility fiee ongoing examination, supervision, and regadadf savings and loan holding companies
Federal Reserve has published an interim final thég provides for the corresponding transfer frivea OTS to the Federal Reserve of
regulations necessary for the Federal Reserveningster the statutes governing savings and loddifg companies.

Restrictions Applicable to All Savings and Loanditay Companies
Federal law prohibits a savings and loan holdinggany, including us, directly or indirectly, fromauiring:

e control (as defined under the HOLA) of another sgsi institution (or a holding company parent) withgrior Federal Reser
approval;

e through merger, consolidation, or purchase of assgtother savings institution or a holding comp#mreof, or acquiring all
substantially all of the assets of such institujona holding company) without prior Federal Regsaapproval; o

e control of any depository institution not insured the FDIC (except through a merger with and it holding companyg’ saving
institution subsidiary that is approved by the FatiReserve)

A savings and loan holding company may not accasra separate subsidiary an FDi&ured institution that has a principal office sid¢
of the state where the principal office of its di@y institution is located, except:

e in the case of certain emergency acquisitions agurdy the FDIC

e if such holding company controls a savings indttutsubsidiary that operated a home or branch efficsuch additional state as
March 5, 1987; o

e if the laws of the state in which the savings tnsitbn to be acquired is located specifically auth® a savings institution chartered

that state to be acquired by a savings institutibartered by the state where the acquiring savimgttution or savings and lo
holding company is located, or by a holding compta®¢ controls such a state chartered associ:
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The HOLA also prohibits a savings and loan holdinghpany (directly or indirectly, or through onensore subsidiaries) from acquiring
retaining, with certain exceptions, more than 5%aafon-subsidiary savings association, a non-siagitholding company, or a naubsidiar
company engaged in activities other than those ipeadanby the HOLA. In evaluating applications bplding companies to acquire savi
associations, the Federal Reserve must considdindrecial and managerial resources and futurepercts of the company and institution invol
the effect of the acquisition on the risk to thé=Pthe convenience and needs of the community anmgbetitive factors.

Failure to Meet QTL Tes

If a banking subsidiary of a savings and loan h@jdtompany fails to meet the QTL test, the holdingnpany must register with the F
as a bank holding company within one year of théngs institution’s failure to comply.

Activities Restrictions

Prior to the Dodd-rank Act, savings and loan holding companies vgamrerally permitted to engage in a wider array aiviies that
those permissible for their bank holding companunterparts and may have concentrations in reateetdading that are not typical for be
holding companies. Section 606 of the Dodd-Framk Zmended the HOLA by inserting a new requirentbat conditions the ability of non-
grandfathered savings and loan holding companies #ne not exempt from the HOL#\'restrictions on activities to engage in ce
activities. Pursuant to this new requirement, weced savings and loan holding company may engagetivities that are permissible only fc
financial holding company under Section 4(k) of BECA if the covered company meets all of the cidtdo qualify as a financial holdi
company, and complies with all of the requiremeagplicable to a financial holding company as if toeered savings and loan holding comg
was a bank holding company. Moreover, going fodyaavings and loan holding companies engagingein activities permissible for ba
holding companies will need to comply with noticaldiling requirements of the Federal Reserve.

If the Federal Reserve believes that an activitg shvings and loan holding company or a nonbahgidiary constitutes a serious risl
the financial safety, soundness or stability ofibsidiary savings association and is inconsistétht tlve principles of sound banking, the purpodi
the HOLA or other applicable statutes, the FedBederve may require the savings and loan holdimgpeay to terminate the activity or div
control of the nonbanking subsidiary. This obligatis established in Section 10(g)(5) of the HO&Ad bank holding companies are subje
equivalent obligations under the BHCA and the Faldeeserve’s Regulation Y.

Source of Strength and Capital Requirements.

The DoddFrank Act requires all companies, including saviags loan holding companies, that directly or iadily control an insure
depository institution to serve as a source ofrfagi@ and managerial strength to its subsidiaryinggsvassociations. Moreover, pursuant tc
Dodd+rank Act, savings and loan holding companies an® subject to the same capital and activity reqoésts as those applicable to b
holding companies although there is a five-yearspHa period from the date of enactment of the Bbdthk Act to comply with the new cap
requirements.
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In addition, as discussed in the Federal Resemitice of Intent issued on April 15, 2011, theléml Reserve, together with the o
federal banking agencies, is reviewing consolidategital requirements for all depository institasoand their holding companies pursuar
section 171 of the Dodd-Frank Act and the Basel @dtee on Banking Supervision'®&sel Ill: A global regulatory framework for maoresilien
banks and banking systems” report (“Basel IllY)is expected that the Basel Ill notice of progbselemaking also would address any prop
application of Basel lll-based requirements to sgsiand loan holding companies. When the mdddng process is complete, it is anticipated
this definition will be changed to be more closaligned to the definition of weltapitalized for bank holding companies. The timamgl content
a Basel lll framework remains unclear following ttegulators’ recently announced implementationydekor more information, sedrisk Factor
— Risks Related To Our Industry and Business.”

Examination

In connection with its assumption of responsibifily the ongoing supervision and examination ofrsgsrand loan holding companies,
Federal Reserve issued a supervisory letter on2Iu2011 that described the supervisory approaet-ederal Reserve will use during the
supervisory cycle and going forward generally favisgs and loan holding companies. For purposdbeofjuidance, the first supervisory cycl
the period of time between July 21, 2011, and theecof the first required inspection. To helpilfate the transition of savings and loan holc
companies to the supervisory jurisdiction of theétal Reserve, the Federal Reserve noted in {&3 kbtat the first cycle of savings and loan haj
company inspections will be instructive to both Fexleral Reserve and savings and loan holding coynp@nagement in terms of practical is:
that arise in the supervision of a savings and loalding company. In particular, examiners will biging the first supervisory cycle to infc
savings and loan holding companies how their omeratcompare to the Federal Resesva&lpervisory expectations, which is expected|ltwafor
savings and loan holding company management to ropkeational changes in response to the Federa@nrRes supervisory expectations
necessary. Also, the Federal Reserve plans tehesfrst inspections for the Federal Reserve siigery staff to better understand a savings
loan holding company’s operations and business frasttehow the Federal Reserséiolding company supervision framework can mdsicéfely
be implemented at these companies. Accordingly Fbderal Resen&focus for inspection activities during the fissipervisory cycle will be ¢
gaining an understanding of the structure and dijp@saof each savings and loan holding company.

After the first supervisory cycle and going forwatte Federal Reserve intends, to the greateshtegtessible taking into account ¢
unique characteristics of savings and loan holdmmgpanies and the requirements of the HOLA, tosastee condition, performance, and activ
of savings and loan holding companies on a cores@dl basis in a manner that is consistent withFéderal Reserve’s established risse:
approach regarding bank holding company supervisfmwith bank holding companies, the Federal Resg objective will be to ensure the
savings and loan holding company and its depesitory subsidiaries are effectively superviged can serve as a source of strength for, anait
threaten the soundness of, its subsidiary depgsitstitution(s).

In accordance with its goal to assess the condipenformance, and activities of savings and loaldihg companies on a consolide
basis in a manner that is consistent with the FédReserve’s established riblased approach regarding bank holding company wigfer, the
Federal Reserve anticipates transitioning savingd@an holding companies to the Federal ReseffRF/C(D)” rating system (commonly referi
to as “RFI"). The Federal Reserve expects to issue a noticelystoutiining application of the RFI rating system $avings and loan holdi
companies and any modifications that the FederakRe believes are necessary to accommodate sandgsan holding companies. That nc
will provide the public with an additional opporftynto comment and will provide for a transitionrjpel before Federal Reserve examiners
assign final RFI ratings.

51




Table of Content
Change of Control.

The federal banking laws require that appropriatpitatory approvals must be obtained before arvihaal or company may take actic
to “control” a bank or savings association. The definition arfitml found in the HOLA is similar to that found the BHCA for bank holdir
companies. Both statutes apply a similar thpemrg test for determining when a company conteolsank or savings association. Specifical
company has control over either a bank or savisge@ation if the company:

(1) directly or indirectly or acting in concert with @ror more persons, owns, controls, or has the ptoveote 25% or more of tl
voting securities of a compan

(2) controls in any manner the election of a majorityhe directors (or any individual who performs Banfunctions in respect of a
company, including a trustee under a trust) ofatbard; or

(38) directly or indirectly exercises a controlling iméince over the management or policies of the k

The Federal Reserve recently adopted an interial fie that, among other things, implements theLAM®@o govern the operations
savings and loan holding companies. The new kilewn as Regulation LL, includes a specific defamtof “control” similar to the statutol
definition, with certain additional provisions. ditionally, Regulation LL modifies the regulatiopseviously used by the OTS for purpose
determining when a company or natural person aeguiontrol of a savings association or savingslaaa holding company under the HOLA
the Change in Bank Control Act (“CBCA”")n light of the similarity between the statutes gming bank holding companies and savings anc
holding companies, the Federal Reserve proposasetts established rules and processes with regpeontrol determinations under the HC
and the CBCA to ensure consistency between equitvelatutes administered by the same agency.

The Federal Reserve stated in the interim fina¢ nlhlat it will review investments and relationshipigh savings and loan holdi
companies by companies using the current practindgolicies applicable to bank holding compamniethé extent possible. Overall, the indici
control used by the Federal Reserve under the BitCdetermine whether a company has a controllifiggénce over the management or poli
of a banking organization (which for Federal Resgourposes, will now include savings associationksavings and loan holding companies
similar to the control factors found in OTS regidas. However, the OTS rules weighed these factomsewhat differently and used a diffel
review process designed to be more mechanical.

Among the differences highlighted by the Federadd®Ree with respect to OTS procedures on determimatf control, the Federal Rese
noted that it does not limit its review of compaweth the potential to have a controlling influerto the two largest stockholders. Specificaltg
Federal Reserve reviews all investors based af #ile facts and circumstances to determine ifrarotling influence is present.

Moreover, unlike the OTS control rules, the Fed&aterve does not have a separate applicationgsrdoe rebutting control under t
BHCA and Regulation LL does not include such a gssc Under the former OTS rules, investors thggered a control factor under the rt
could submit an application to the OTS requestingetermination that they have successfully rebutiatrol under the HOLA. This separ
application process is not available under RegufatiL. Given that Federal Reserve practice isdnsaer potential control relationships for
investors in connection with applications submittedier the BHCA, the Federal Reserve will revieweptial control relationships for all invest
in connection with applications submitted to theléml Reserve under Section 10(e) or 10(o) of tlie A As with OTS practice, the Fede
Reserve often obtains a series of commitments fnmestors seeking non-control determinations.
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Federal and State Taxation

Federal and State Taxation Meta Financial Group, Inc. and its subsidiaffiéess consolidated federal income tax returns anpasatt
income or franchise tax returns as required byovaristates on a fiscal year basis using the acoretilod of accounting. We monitor relevant
authorities and change our estimate of accruednec@x due to changes in income or franchise tas kEnd their interpretation by the courts
regulatory authorities. In addition to the regulacome tax, corporations, including savings baslish as the Bank, generally are subject
minimum tax. An alternative minimum tax is imposgda minimum tax rate of 20% on alternative minimtaxable income, which is the sum «
corporations regular taxable income (with certain adjustmeans) tax preference items, less any available eiempThe alternative minimum t
is imposed to the extent it exceeds the corporaimgular income tax and net operating losses ffsetmo more than 90% of alternative minirr
taxable income.

To the extent earnings appropriated to a savingk'sdad debt reserves and deducted for federal intaxngurposes exceed the allow:
amount of such reserves computed under the experiaethod and to the extent of the bank’s suppléahegserves for losses on loans (“Excgss”
such Excess may not, without adverse tax consegqeeme utilized for the payment of cash dividendther distributions to a stockhols
(including distributions on redemption, dissolutionliquidation) or for any other purpose (exceptbsorb bad debt losses). As of Septembe
2012, the Bank’s Excess for tax purposes total@deagmately $6.7 million.

Competition

The Companys Retail Banking operation faces strong competitiooth in originating real estate and other loand & attractin
deposits. Competition in originating real estatanls comes primarily from commercial banks, savibgaks, credit unions, captive fina
companies, insurance companies, and mortgage Isaniating loans secured by real estate locatedeirCdmpanys market area. Commerc
banks and credit unions provide vigorous competitioconsumer lending. The Company competes fdragtate and other loans principally on
basis of the quality of services it provides torbarers, interest rates and loan fees it chargestrantypes of loans it originates.

The Companyg Retail Banking operation attracts deposits thhoitg Retail Banking offices, primarily from the rmmunities in whic
those Retail Banking offices are located; therefooenpetition for those deposits is principallyrfrmther commercial banks, savings banks, ¢
unions and brokerage offices located in the samamaanities. The Company competes for these depogitdfering a variety of deposit accou
at competitive rates, convenient business houtscanvenient branch locations with interbranch dépnd withdrawal privileges at each.

The Companys MPS division serves customers nationally and fdses strong competition from large commercialksaand special

providers of electronic payments processing andigeg, including prepaid, debit, and credit casduers, ACH processors, and ATM netv
sponsors. Many of these national players are agiye competitors, leveraging relationships andhegves of scale.
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Employees

At September 30, 2012, the Company and its subgdihad a total of 410 full-time equivalent emmeg. The Company’employees a
not represented by any collective bargaining graMpnagement considers its employee relations tgoloe.

Executive Officer of the Company Who Is Not A Diretor

The following information as to the business exgece during the past five years is provided witpeet to an executive officer of -
Company who is not serving on the Compangbard of Directors. There are no arrangementsderstandings between such person name
any persons pursuant to which such officer wasssde

Mr. David W. Leedom, age 58, is Executive Vice Rfest, Secretary, Treasurer, and Chief Financidic@f of the Company after bei
appointed to the position on January 28, 2008. ithkadlly, Mr. Leedom is a member of the Execut@emmittees for both the Company and
Bank. Mr. Leedom has over 25 years of experiendbé banking and financial services industry md¢bhmpany. Mr. Leedom previously serve
Senior Vice President of Portfolio Credit and Besis Analytics at the Bank from January 2007 to REt®007 when he was appointed Ac
Chief Financial Officer. He previously served aSenior and as an Executive Vice President for Baskfor 11 years prior to joining Meta
January 2007; his experience at BankFirst inclubisdpositions as EVP of Accounting and Finance @mddit Portfolio Management. N
Leedoms experience also includes 11 years at Citibank. LEedom received a Bachelor of Business Admiaiigtn in Accounting degree from 1
University of lowa.

Iltem 1A. Risk Factors

Factors that, individually or in the aggregate,thiak could cause our actual results to differ matly from expected and historical resi
include those described below as well as othesrisid factors identified from time to time in oEGfilings. The Compang’ business could
harmed by any of these risks, as well as othes ttisat we have not identified. The trading pri€éhe Companys common stock could decline ¢
to any of these risks, and you may lose all or paryour investment. In assessing these risks, sfwauld also refer to the other informa
contained in this annual report on Form 10-K, idahg the Company’s financial statements and relatads.
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Risks Related to Our Industry and Business
Failure to generate sufficient capital to supportioanticipated growth could adversely affect ourreings and prospects.

The Company has recently experienced considerabletly, having increased its assets from $1.3 hilte $1.6 billion during the fisc
year ended September 30, 2012. Funded primarilgrowth of no- and lovinterest bearing deposits, the proceeds therecd baen investe
primarily in municipal bonds, mortgage-backed s#ige (“MBS”) and investment securities available for sale. Wlhhile Company believes
asset quality to be good, particularly in comparismmost banking institutions, the Compangsset growth, if continued as expected, will gebe
a need for higher levels of capital which managentatieves may not be met through earnings retergione. In that respect, the Comg
recently completed two private placements of itsiemn stock which raised $12.8 million and $33.3iom| net, respectively, in additional capi
all of which qualifies as Tier 1 capital for regidey purposes. There can be no assurance, howéetrthe Company will be able to continus
access sources of capital, private or public. uraito remain weltapitalized, or to attain potentially even highevrdls of capitalization that cot
be required in the future under regulatory initia§ mandated by Congress, our regulatory agermiashder the Basel accords, could adve
affect the Company'’s earnings and prospects.

We may have difficulty managing our growth which malivert resources and limit our ability to expamdir operations successfully

We have experienced significant growth in the amafiour assets and the level of our deposits.fQuire profitability will depend in ps
on our continued ability to grow; however, we magt be able to sustain our historical growth rateberable to grow. Our future success
depend on competitive factors and on the abilitpwaf senior management to continue to improve gstesn of internal controls and procedures
manage a growing number of customer relationshifesmay not be able to implement improvements tedtieternal controls and procedures i
efficient or timely manner and may discover deficies in existing systems and controls. Consequertthtinued growth, if achieved, may plac
strain on our operational infrastructure, whichldchave a material adverse effect on our finanmaldition and results of operations.

It remains unclear whether thi“fiscal cliff” will be averted.

The term “fiscal cliff”is the popular term used to describe the Budgetr@oAct of 2011, which is scheduled to expire oacember 3:
2012. If the Budget Control Act expires, and ifagreement is reached in a timely manner by Coegmed the President that results in supers:
legislation, there is a risk, among other thingzattthe U.S. economy will reater a recessionary period with a substantialesse i
unemployment. Such a result could have a matada¢rse effect on the Compasyinancial condition and results of operations ok the time ¢
the publication of this annual report, it is nodal whether an agreement will be reached and, ifveached, what provisions such agreement
contain. As such, even the effect of reachinggreement (the terms of which cannot yet be deted)inannot be predicted by the Company a
time.

Our underwriting practices may not prevent lossesoiur loan portfolio.

Our underwriting practices are designed to mitigate by adhering to specific loan parameters. gonents of our underwriting progri
include an analysis of the borrower and their d¢realithiness, a financial statement review, anapiblicable, cash flow projections and a valuz
of collateral. We may incur losses in our loantfmtio if our underwriting criteria fail to identyf pertinent credit risks. It is possible that essvill
exceed the amounts the Bank has set aside fordessses and result in reduced interest incomeremedased provision for loan losses, which ¢
have an adverse effect on our financial conditia esults of operations.
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Our lending operations are concentrated in lowa af@uth Dakota.

Our lending activities are largely based in lowd &wouth Dakota. As a result, our financial perfance depends to a great degree o
economic conditions in these areas. If local engnaonditions worsen it could cause us to expesdean increase in the number of borrowers
default on their loans along with a reduction ie tralue of the collateral securing such loans, igiould have an adverse effect on our final
condition and results of operations.

Difficult economic and market conditions have adeely affected our industry

Dramatic declines in the housing market, with dasieg home prices and increasing delinquenciesfamtlosures, have negativ
impacted the credit performance of mortgage andtcoction loans and resulted in significant wii@ans of assets by many financial instituti
across the United States. General downward ecantvends, low growth, reduced availability of conroial credit and continued levels of h
unemployment have negatively impacted the credfopmance of commercial and consumer credit, réguin additional writedowns. Concert
over the stability of the financial markets and ¢oenomy have resulted in decreased lending bydinhinstitutions to their customers and to ¢
other. This market turmoil and tightening of cteldas led to increased commercial and consumeciéefiies, lack of customer confider
increased market volatility and widespread reductiogeneral business activity. Many financiatitogions have experienced decreased acct
deposits and borrowings. The resulting econom@sgure on consumers and businesses and the ladkfidence in the financial markets n
adversely affect our business, financial conditi@sults of operations and stock price. A worsgmihthese conditions would likely exacerbate
adverse effects of these difficult market condisi@m us and others in the financial institutiondustry. In particular, we may face the follow
risks in connection with these events:

e Separate and apart from enforcement orders issgathst the Bank and the Company, we face increasgdlation of oL
industry. Compliance with such regulation may @se our costs and limit our ability to pursue ibess opportunitie:

e Customer demand for loans secured by real estatd be reduced due to weaker economic conditianf@ease in unemploymen
decrease in real estate values or an increaséeiret rates

e The process we use to estimate losses inherentrinredit exposure requires difficult, subjectivedacomplex judgments, includi
forecasts of economic conditions and how these @oan conditions might impair the ability of our bowers to repay the
loans. The level of uncertainty concerning ecomocoinditions may adversely affect thecuracy of our estimates which may, in t
impact the reliability of the proces

e The value of the portfolio of investment securitieat we hold, including our trust preferred setesi may be adversely affected; ¢

e Due to financial setbacks or other regulatory actiwe may be required to pay significantly high®1€ insurance premiums in t
future. Se¢“— Regulatior”
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The full impact of the recently enacted Dod&tank Act is currently unknown given that many ohe details and substance of the new laws
be determined through agency rulemaking.

The full compliance burden and impact on our openatand profitability with respect to the DoBdank Act are currently unknown, as
Dodd+rank Act delegates to various federal agenciedable of implementing its many provisions througigulation. Hundreds of new fede
regulations, studies and reports are required utideDoddFrank Act and not all of them have been finalizédthough certain provisions of t
Dodd+rank Act have been implemented (such as the gradfregulation of federal savings banks like Bank to the OCC and the transfe
savings and loan holding company regulation toRbderal Reserve), federal rules and policies mahea will be further developing for months
years to come. Based on the provisions of the Baddk Act and anticipated implementing regulatiahg highly likely that banks and thrifts
well as their holding companies will be subjecsimnificantly increased regulation and complianbégations that expose us to higher costs as
as noncompliance risk and consequences.

Under the recently enacted DoBidank Act, trust preferred securities issued oaftar May 19, 2010 are no longer eligible for irgtn ir
Tier 1 capital. For trust preferred securitiesiexs before May 19, 2010, regulatory capital dedustiwill generally be required during a phas
period from January 1, 2013 to January 1, 2016;avew depository institution holding companies vétisets of less than $15 billion as of yeat-
2009 enjoy a permanent grandfather right with resfzesuch securities for purposes of calculategutatory capital.

Transfer of the OTS’ supervisory and rulemaking fations to other federal banking agencies has chaddbe way that we are regulated.

Both the Bank and Company have transitioned tojthisdiction of new primary federal regulators, wichanges the way both
regulated. Specifically, the OTSupervisory and rulemaking functions (except fanstomer protection) relating to all federal saviagsociatior
were transferred to the OCC on July 21, 2011, wihiieOTS’supervisory and rulemaking functions relating teisgs and loan holding compan
and their nordepository institution subsidiaries were transféi@the FRB on the same date. The transitiompésrisory functions from the O
to these agencies has altered the operations oBah& and Company so as to be more closely aligvigid the OCC’s and FRRB' respectiv
supervision of national banks and their bank hgdiompanies. As a result of these transitionsaveeexperiencing changes in the way we
supervised. While we believe our experience tlamhés been positive we may yet experience chatength respect to this transition to our |
regulators.

The Consumer Financial Protection Bureau may restethe consumer financial laws through rulemaking drenforcement of unfair, decepti
or abusive practices, which may directly impact thesiness operations of depository institutions esfhg consumer financial products ¢
services, including the Bank

The Bureau has broad rulemaking authority to adsteéniand carry out the purposes and objectivelseofRederal consumer financial lay
and to prevent evasions thereafith respect to all financial institutions that efffinancial products and services to consumetse Bureau is als
authorized to prescribe rules, applicable to anyeoed person or service provider, identifying amdhgbiting acts or practices that aranfair,
deceptive, or abusiveh connection with any transaction with a consufoe consumer financial product or service, ordffering of a consum
financial product or service (“UDAAP authority”)The term “abusive’is new and untested, and because Bureau officee lindicated th
compliance will be achieved through enforcemertteathan the issuance of a regulation, we canredigrto what extent the Bureaufuture
actions will have on the banking industry or then@any. The full reach and impact of the Bursadaroad new rulemaking powers and UD#
authority on the operations of financial institmsooffering consumer financial products or servicesurrently unknown. Notwithstanding
foregoing, insured depository institutions with etssof $10 billion or less (such as the Bank) widhtinue to be supervised and examined by
primary federal regulators, rather than the Bureath respect to compliance with federal consunretgztion laws.
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To date, the Bureau has finalized a number of edguis affecting nofank entities that offer consumer financial produamtd service
including those related to “larger participantsVér which the Bureau will have supervisory auttyriin addition, with respect to all entities sed
to Bureau enforcement activity, the Bureau haseiddinal rules with respect to the confidentiaktreent of privileged information and rules
practice for adjudicatory proceedings.

The Bureau issued on May 23, 2012 an advance notipeoposed rulemaking regarding prepaid cardsghvhre the core of the Bar’
MPS business line. In its request for informatitre Bureau asked for comments regarding the isgyarse and characteristics (such as |
insurance) of prepaid cards and the funds thatom@ed onto them. It is anticipated that a progasge with respect to the offering of pref
products will be issued during calendar year 20tli3.not possible, however, for the Bank or therpany to project the effect of a final rule on
MPS business unit at this time.

As of the date of this filing, the Bureau has atsoposed regulations related to mortgage produetings, including those related
qualified mortgages, the ability to repay mortgages high cost mortgage loans. Neither the Banktne Company believes that any of
possible mortgage regulations, if adopted in suttistaconformity with their proposals, will signifantly impact product offerings, although i
possible that the manner in which the Bureau defsweh products could have an impact on the Compaapital requirements, with the effec
raising the Company’s risk-based capital requiremien

With respect to final regulations that affect ireidepository institutions such as the Bank, theeBuw also issued a final rule relate
remittances, although such rule is not likely tplggo the Bank, which has offered no more thamelfittance transfers on average over the las
years, as it covers only those entities that pmwatleast 100 remittance transfers per calendar ye

Our most recent Community Reinvestment Act (“CRAJ3ting could have a negative effect on the OCC'svimw of certain banking applications.

Under the CRA, the Bank is evaluated periodicalhits primary federal banking regulator to deterenifiit is meeting its continuing a
affirmative obligation consistent with its safe as@lind operation to help meet the credit needts @fritire community, including low and mode
income neighborhoods. In the Bank’s most recenA @Ramination, notwithstanding that the Bamkécord was consistent with an overall ratir
“Satisfactory,” the Bank received a “Needs to Imggbrating due to the criticized credit practices agged with the iAdvance product, which
Bank no longer offers. The CRA requires the OC@, mew regulator, to take such rating into accanrgonsidering an application for any of
following: (i) the establishment of a domesticrmh; (i) the relocation of its main office or oftmanch; (iii) the merger or consolidation witk
acquisition of assets or assumption of liabilittdsan insured depository institution; or (iv) theneersion of the Bank to a national charter. #
Bank submits any of the above-listed applicatitins,OCC may consider the Bank’s overall “Needsiprbve” rating negatively.
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Legislative and regulatory initiatives taken to datay not achieve their intended objective; in ailshi, higher capital requirements for banl
and their holding companies have been proposed.

Legislative and regulatory initiatives taken toedéity Congress and the federal banking regulatoesitivess financial regulatory refc
may not achieve their intended objectives, themglouiring additional legislation or regulation dtfinancial services industry. Furthermore,
Basel Committee on Banking Supervision and oth@riational bodies comprised of banking regulat@ge committed to raise capital stand
and liquidity buffers within the banking system ibyposing new requirements. Such proposals may $epaore stringent standards than curr
applicable or anticipated with respect to capitad &iquidity requirements for depository institutem The federal banking agencies have rele
proposed rules relating to capital and liquiditygugements, including rules related to the currBasel Committee proposal (Basel lil).
published, the proposals would increase minimunelewf required capital, narrow the definition afpdal, and increase risk weights for vari
asset classes. In addition, there are also ceptaiwisions that may negatively affect capital mlisttions and discretionary bonus payments
institution fails to hold a sufficient amount of mmon equity Tier 1 capital or the amount needednt®et its minimum rislbased capit
requirements. Comments on the proposal were dtieetdbanking regulators on October 22, 2012, arttliattime it cannot be predicted whe
final rule will be published in light of the fedédaanking agenciesiecision to delay implementation of the propo#. such, we cannot pred
whether the proposals will ultimately be adoptedasposed, the ultimate content of such proposalshe precise impact that such proposa
adopted, would have upon our financial conditiomesults of operations, though it seems likely tegtital requirements of banks and their hol
companies will be increased. If this occurs, itldeslow our growth, cause us to seek to raisetiaadil capital, or both.

We have a concentration of our assets in mortgagested securities.

As of September 30, 2012 approximately 41% of thalBs assets were invested in mortgage-backedisesurThe Company’s mortgage-
backed and related securities portfolio consisimamily of securities issued under governmsptnsored agency programs, including thos
Ginnie Mae, Fannie Mae and Freddie Mac, the latterof which are in conservatorship. The GinnieeMBannie Mae and Freddie Mac certific
are modified pass-through mortgage-backed secaritiat represent undivided interests in underlypogls of fixedrate, or certain types
adjustable-rate, predominantly single-family anal,at lesser extent, multi-family residential mortgegssued by these governmeptnsore
entities. Fannie Mae and Freddie Mac generallyige the certificate holder a guarantee of timebyments of interest, whether or
collected. Ginnie Masg’ guarantee to the holder is timely payments ofigipal and interest, backed by the full faith amdd@ of the U.<
Government. Privately issued mortgage ghssugh certificates generally provide no guaramtedo timely payment of interest or principal,
reliance is placed on the creditworthiness of tseiér.

Mortgage-backed securities generally increase tiadity of the Companyg assets by virtue of the insurance or guarantegtick then
are more liquid than individual mortgage loans aray be used to collateralize borrowings or othdigations of the Company.

While mortgagesacked securities carry a reduced credit risk aspeoed to whole loans, such securities remain stibjethe risk that
fluctuating interest rate environment, along withey factors such as the geographic distributiothefunderlying mortgage loans, may altet
prepayment rate of such mortgage loans and sot&ffe¢ls the prepayment speed, and value, of sualrifes. The prepayment risk associated
mortgage-backed securities is monitored periodicalhd prepayment rate assumptions adjusted aspapgie to update the Company’s mortgage-
backed securities accounting and asset/liabilipres.
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We recorded other-than-temporary impairment (“OTT)I'tharges in our trust preferred securities (“TRUP)Sportfolio in the past, and we cou
record additional losses in the future.

We determine the fair value of our investment sidesrbased on GAAP and three levels of informatlanputs that may be used
measure fair value. The price at which a secumisyy be sold in a market transaction could be sigaitly lower than the quoted market price
the security, particularly if the quoted marketcpris based on infrequent trading history, the miaflr the security is illiquid, or a significe
amount of securities are being sold. In fiscal2afd 2011, there were no other-than-temporary inmgats recorded.

The valuation of our TRUPS will continue to be irghced by external market and other factors, imefudénplementation of SEC a
Financial Accounting Standards Board guidance amvidue accounting, the financial condition of eifie issuers deferral and default rate:
specific issuer financial institutions, rating aggmctions, and the prices at which observable etdarknsactions occur. If we are required to rd
additional OTTI charges on our TRUPS portfolio, eaild experience potentially significant earningsses as well as an adverse impact t
capital position.

Risks Related to the Banking Industry
Our reputation and business could be damaged by entry into the Consent Orders and other negativeficity.

Reputational risk, or the risk to our businessnieas and capital from negative publicity, is indwrin our business. Negative publi
can result from actual or alleged conduct in a nemdd areas, including legal and regulatory conmaég lending practices, corporate governe
litigation, inadequate protection of customer dathjcal behavior of our employees, and from actitaken by regulators and others as a res
that conduct. Damage to our reputation, includisga result of negative publicity associated whgh €onsent Orders now or in the future, c
impact our ability to attract new and maintain &rig loan and deposit customers, employees andhéssirelationships, particularly with respet
our MPS division, could result in the imposition additional regulatory requirements, operationatrietions, enhanced supervision and/or
money penalties, and could adversely affect ouitalo raise additional capital. If any of theseasures should be imposed in the future,
could have a material adverse effect on our firere@ndition and results of operations.

We are subject to certain operational risks, inciad, but not limited to, data processing systemldiaés and errors and customer or emplo)
fraud.

There have been a number of publicized cases imglfraud or other misconduct by employees of fmahservices firms in rece
years. Misconduct by our employees could incluiing unauthorized activities from us, improper wrauthorized activities on behalf of
customers or improper use of confidential informati Employee fraud, errors and employee and customsconduct could subject us to finan
losses or regulatory sanctions and seriously hasmreputation. It is not always possible to pravemployee errors and misconduct, anc
precautions we take to prevent and detect thisigctinay not be effective in all cases. Employems could also subject us to civil claims
negligence.

Although we maintain a system of internal contrensl procedures designed to reduce the risk offtoss employee or customer frauc
misconduct and employee errors as well as insuraagerage to mitigate against operational risksluiing data processing system failures
errors and customer or employee fraud, these ialteontrols may fail to prevent or detect such acuorence, or such an occurrence may n
insured or exceed applicable insurance limits.
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In addition, there have also been a number of cabese financial institutions have been the victififraud related to unauthorized w
and Automated Clearinghouse transactions. The famd circumstances of each case vary but genamabtijve criminals posing as customers (
stealing bank customersdentities) to transfer funds out of the institatiguickly in an effort to place the funds beyondongery prior t
detection. Although we have policies and proceslimeplace to verify the authenticity of our custasiand prevent identity theft, we can pro
no assurances that these policies and proceduligzrsvient all fraudulent transfers. In additiefthough we have safeguards in place, it is paz
that our computer systems could be infiltrated bgkers or other intruders. We can provide no ass@s that these safeguards will prevel
unauthorized infiltrations. Identity theft and sessful unauthorized intrusions could result inutaffonal damage and financial losses tc
Company. See “Item 7. Management’s Discussionfaradysis of Financial Condition and Results of Gyiiems.”

Changes in economic and political conditions couddversely affect the Company’s earnings, as the @any’s borrowers'ability to repay loan
and the value of the collateral securing the Compésloans decline.

The Companys success depends, to a certain extent, upon egommih political conditions, local and national,vesll as government
monetary policies. Conditions such as inflatieecession, unemployment, changes in interest raiesey supply and other factors beyond
Company’s control may adversely affect the Compangsset quality, deposit levels and loan demand #merefore, the Compary’
earnings. Because the Company has a significanuaihof real estate loans, decreases in real egtdtes could adversely affect the valu
property used as collateral. Among other thingsease changes in the economy, including but maitdid to the current economic downturn, 1
also have a negative effect on the ability of tlenPanys borrowers to make timely repayments of their $pavhich would have an adverse imj
on the Company’s earnings. In addition, the vaajonity of the Company’s loans are to individuatedabusinesses in the Compasnyharke
area. Consequently, any economic decline in thegamy’s market area could have an adverse impattteo8ompany’s earnings.

Recessionary environment may adversely impact th@m@anys earnings and continuing and new governmental iatlives may not prou
effective.

The national and global economic downturn has ricenesulted in heightened levels of market voigtillocally, nationally an
internationally. This downturn has depressed trexail market value of financial institutions, amgy limit or impede industry access to capita
have a material adverse effect on the financiaditmm or results of operations of banking companie general, including the Company, v
respect to, for example, the establishment of veseshould conditions deteriorate further. Althodlge U.S. Department of the Treasury anc
FDIC, among others, implemented programs in anrefép stabilize the national economy, the ultimeaffectiveness of these programs rem
uncertain at this time. Further, failure of theSUCongress to address the expanding nationalitdeficwell as problems associated with sovel
debt in Europe, may worsen the U.S. economy, batiomally and locally, causing an adverse effectoon financial condition and results
operations.

Changes in interest rates could adversely affea tbompany’s results of operations and financial abtion.

The Company’s earnings depend substantially orCtirapanys interest rate spread, which is the differencevéen (i) the rates we e:
on loans, securities and other earning assets(iihe interest rates we pay on deposits andrdilberowings. These rates are highly sensiti
many factors beyond the Compasiycontrol, including general economic conditionsl dhe policies of various governmental and reguy
authorities. As market interest rates rise, we lnéilve competitive pressures to increase the vegegay on deposits, which may result in a dec
of the Companys net interest income. Conversely, if interestsdtll, yields on loans and investments may fBkcause a significant portion
the Company’s deposit portfolio is in non-interbetiring accounts, such a decrease in rates wdelg liesult in a decrease in the Companyé
interest income. Although the Bank continues tmitoo its interest rate risk exposure and has ualen additional analyses and impleme
additional controls to improve its core earningsirinterest income, the Bank can provide no asser#hmat its efforts will appropriately protect
Bank in the future from interest rate risk exposurer additional information, see Part Il, Item,7®uantitative and Qualitative Disclosures At
Market Risk.”
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The Company operates in a highly regulated envirosmh, and changes in laws and regulations to whick are subject may adversely affect
Company'’s results of operations.

The Company and the Bank operate in a highly régdlanvironment and are subject to extensive régalssupervision and examinat
by the OCC, the FDIC and the Federal Reserve. fAllly 21, 2011, the Company has been supervisetidyederal Reserve, and the Bank
been supervised by the OCC and the FDIC. See lt¢Business — Regulatiorfierein. In addition, the Company and the Banksargect t
regulations promulgated by the Bureau. Applicdées and regulations may change and the enforceafentisting laws and regulations may v
when actions are evaluated by these new regulatmd, there is no assurance that such changes @tilladversely affect the Compary’
business. Regulatory authorities have extensiseretion in connection with their supervisory amdbecement activities, including but not limit
to the imposition of restrictions on the operataran institution, the classification of assetstbg institution and the adequacy of an instituton’
allowance for loan losses. Any change in such legigin and oversight, whether in the form of redions on activities, regulatory polit
regulations, legislation, or the evaluation of Benk's and the Comparg’efforts with respect to achieving compliance vifth Consent Orde
could have a material impact on the Companyperations. It is unknown at this time to whetenat new legislation will be passed into lav
pending or new regulatory proposals will be adoptedhe effect that such passage or adoptionhaile on the banking industry or the Company.

Changes in technology could be costly.

The banking industry is undergoing technologicalowation at a fast pace. To keep up with its cditipe, the Company needs to s
abreast of innovations and evaluate those techiesdbat will enable it to compete on a ceffective basis. This is especially true with estpic
MPS. The cost of such technology, including pensrhas been high in both absolute and relativesend additional funds continue to be ust
enhance existing management information systerhgrelTcan be no assurance, given the fast paceaofjetand innovation, that the Company’
technology, either purchased or developed intgrnadll meet or continue to meet the needs of teenBany.

Risks Related to the Company’s Business

The entry into the Consent Orders has imposed dertastrictions and requirements upon the Companydathe Bank and we cannot predict t
possibility of future regulatory action

Satisfaction of the requirements of the Ordersulgext to the ongoing review and supervision of @&C with respect to the Bank and
Federal Reserve with respect to the Company. Tk Band the Company have and expect to continlexpend significant management
financial resources to address areas that weré icitthe Orders; such matters include but are inttdd to capital preservation and enhancel
commensurate with the Barsktisk profile, improvement of core earnings framerest income, management and board oversigteoBank, ris
management and internal controls, compliance manegg and Bank Secrecy Act compliance.
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There can be no assurance that our regulatorsuliiithately determine that we have met all of thquieements of the Orders to tt
satisfaction. If our regulators believe that weeéhaot made sufficient progress in complying whike Orders, they could seek to impose addit
regulatory requirements, operational restricticgrshanced supervision and/or civil money penaltlesny of these measures is imposed ir
future, it could have a material adverse effecbanfinancial condition and results of operationsl @n our ability to raise additional capital.
additional information regarding compliance wittet®rders, see “Risk Factors — Risks Related toGbmpany’s Business.For additione
information with respect to certain risks relatedthte MPS division specifically, see “Risk FacterRisks Related to Meta Payment Systen
division of the Bank.”

The compliance obligations and restrictions on oimterest payments and dividends under the recent30Jonsent Orders may have an adve
effect on us and preclude payments to holders of securities.

Among other things, the Consent Orders requireGbmpany and Bank to submit to the OTS (now, the @E@e Federal Reserve,
appropriate) various management and compliances @ad programs to address the matters initiallgtitied in the OTS supervisory directives
well as plans for enhancing Company and Bank dapitad require OTS noabjection for Company cash dividends, distributjosbar
repurchases, payments of interest or principaleit dnd incurrence of debt. As indicated, satisfamf the requirements of the Orders is sul
to the ongoing review and supervision of our reuka There can be no assurance our regulatorsitiihately determine that we have met al
the requirements of the Orders to their satisfactiothat we will continue to receive nobjection to our payment of dividends and intemesany
other activity for which nombjection or approval is required. Additional reszes, both economic and in terms of personnel,owittinue to b
expended by the Company and the Bank in their emdsdo achieve compliance. See “Business — Régnla Bank Supervision and Regulatien
OTS Consent Orders and Related Matters” whichdiided in Item 1 of this Annual Report on Form 10-K

The OCC and Federal Reserve are now our bankingulagors and we may not be able to comply with apgble banking regulations and tt
terms of the Consent Orders to their satisfaction.

Our new regulators have broad discretionary poweranforce banking laws and regulations and may sedake informal or form:
supervisory action if they deem such actions areessary or required or if they believe that ouom$f with respect to the Consent Orders
insufficient. If imposed in the future, correctiwteps could result in additional regulatory reemients, operational restrictions, enhal
supervision and/or civil money penalties. Addiabmesources, both economic and in terms of perdonvill continue to be expended by
Company and the Bank in their endeavors to acHigl’eompliance.

The Company operates in an extremely competitiveka and the Company’s business will suffer ifigt unable to compete effectively.

The Company encounters significant competition hie Companys market area from other commercial banks, saviugs loal
associations, credit unions, mortgage banking firmosisumer finance companies, securities brokefiags, insurance companies, money me
mutual funds and other financial intermediariesanyl of the Companyg’ competitors have substantially greater resouaoeslending limits ar
may offer services that the Company does not onaaprovide. The Company’s profitability depengmn the Companyg’ continued ability 1
compete successfully in the Companyarket area. MPS operates on a national scalastigompetitors with substantially greater resesran
limited barriers to entry, as well as the fact tmatst competitors are not operating under restristsimilar to those imposed upon the Compan
the Bank in the Consent Orders. The success of 8#p8nds upon the Company’s and the Bamllility to satisfy the requirements set fort
their respective Consent Orders and the MPS divisiability to compete in such an environment.
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The Bank is “well capitalizedunder existing bank regulations, but failure to matiain this designation could have a material adversnpact oi
our liquidity and results of operations. In addin, our regulator could limit our ability to raiseleposits, which could produce serious advt
consequences for our liquidity, financial conditioand results of operations.

By letter dated December 28, 2010, the OTS diretttedBank not to increase the amount of brokergubsits from the amount it held
December 28, 2010 without the prior written nalrjection of the OTS Regional Director. The Bamdidves it did not hold any brokered depc
on December 28, 2010 or thereafter and so infor®€8 of such position. Consequently, the Bank dwgsanticipate seeking such approval.
the direction of the OTS, the Bank requested thBCRD confirm that deposits related to a specifiegaid program were not brokered deposits.
Bank tendered its request to the FDIC in Decemb&02 At the time the directive was issued, OTH stated that it would not seek retroacti\
to enforce the directive for any growth that occsubsequent to December 28, 2010, given the Bamdduest to the FDIC. The Bank has |
advised that the FDIC would consider the Baméquest in the context of its now completed beoaudustry study of brokered deposits in gen
but to date has been given no instruction to chatsgeosition. Under current rules, if a substdntiartion of the Banks deposits are ruled to
“brokered,” and should the Barkprimary federal regulator decide to impose a &rimdividual minimum capital requirement or sinif@rmal
requirement on the Bank notwithstanding that thekB& well-capitalized, or should the Bank failde wellcapitalized in the future, the Be
would be prohibited, absent waiver from the FDI@n utilizing brokered deposits. In such eventess the Bank receives relief from its regul
or a waiver from the FDIC, such a result could picElserious adverse consequences for the Bank&riomidity standpoint and could also h
serious adverse effects on the Company'’s finawoiatlition and results of operations.

We derive a significant percentage of our depostt#al assets and income from deposit accounts that generate through MPS’ custome
relationships.

We derive a significant percentage of our depogittal assets and income from deposit accounts emergte through custon
relationships between such third parties and MB&posits related to our top three customers (easkgnificant customer) totaled $647.7 millio
September 30, 2012. We provide oversight and iagditf such thirdparty relationships and all such relationships mmuseet all internal ar
regulatory requirements. We may exit these relatiips if such requirements are not met or if neglito do so by our regulators. We perf
liquidity reporting and planning daily and ident@ynd monitor contingent sources of liquidity, sashNational CDs, Fed Fund Lines, or Public F
CDs. If one of these significant customers werbaderminated, it could materially reduce our dgfgpassets and income. In addition, pursu
the Banks Consent Order, if one of these relationships wererminate before the termination of the Congerder, we would not be able
replace such relationship without first identifyiaghew contracting party and then obtaining apgrtwvanter into such agreement from the OC(
such significant customer was not replaced, we beasequired to seek higher rate funding sourcesampared to the existing customer and int
expense might increase. We may also be requirsélitsecurities or other assets which would redagenues and potentially generate losses.

Our business strategy is utilized by other instiars with which we compete and the Consent Ordersvent us from actively marketing tl
Bank’s products and services.

Several banking institutions have adopted busingsds that are similar to ours, particularly wigsspect to the MPS division. A
consequence, we have encountered competitionsratea and anticipate that we will continue to dinghe future. This competition may incre
our costs, reduce our revenues or revenue growtha&e it difficult for us to compete effectively obtaining additional customer relationships
addition, pursuant to the Consent Orders, we ataltmved to enter into or materially amend certagreements, originate certain loans, or
certain services unless we are granted specifimigsion to do so, or until the terms of the Cong&mders are rescinded. As a result, until the ¢
of the Consent Orders are lifted, we are at a ctithygedisadvantage with respect to growing the IBaiMPS division. See “Business Regulation
Bank Supervision and Regulation - OTS Consent Grded Related Matters” which is included in Itemf this Annual Report on Form 10-K.
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New lines of business or new products and servitey subject us to additional risk.

From time to time, to the extent permitted under tdrms of the Consent Orders, we may implementlim@s of business or offer n
products and services within existing lines of hass. Substantial risks and uncertainties are iassdavith developing and marketing new line
business or new products or services, particulerlynstances where the markets are not fully depedo and we may be required to in
significant time and resources. Initial timetabfesthe introduction and development of new linédwsiness or new products or services ma:
be achieved and price and profitability targets malyprove feasible. External factors, such as diampe with regulations, competitive alternati
and shifting market preferences, may also impaestitcessful implementation of a new line of bussnar a new product or service. Furthern
any new line of business or new product or serg@mdd have a significant impact on the effectivenesour system of internal controls. Failur
successfully manage these risks in the developraedtimplementation of new lines of business or mpeaducts or services could reduce
revenues and potentially generate losses

Existing insurance policies may not adequately pgot the Company and its subsidiarie

Fidelity, business interruption and property inswwepolicies are in place with respect to the dsra of the Company. Should any e\
triggering such policies occur, however, it is pbkesthat our policies would not fully reimburse fas the losses we could sustain due to dedus
limits, policy limits, coverage limits or other facs.

The loss of key members of the Company’s senior agement team could adversely affect the Companyisithess.

We believe that the Company’s success dependdyargehe efforts and abilities of the Compangenior management. Their experie
and industry contacts significantly benefit us.eTompetition for qualified personnel in the finehservices industry is intense, and the lossg
of the Company’s key personnel or an inability tmtinue to attract, retain and motivate key persbrmmould adversely affect the Company’
business.

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

The Company originates commercial mortgage loaosyneercial loans, consumer loans, agricultural esdfte loans, agricultural loz
and residential mortgage loans. Commercial moggagmmercial, and consumer loans may expose a&tendgreater credit risk than lo:
secured by residential real estate because theteall securing these loans may not be sold aly easiesidential real estate. These loans alge
greater credit risk than residential real estatéte following reasons:

e Commercial Mortgage Loans Repayment is dependent upon income being gexkliat amounts sufficient to cover opera
expenses and debt servi
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e Commercial Loan. Repayment is dependent upon the successfultapedd the borrowe' s business

e Consumer Loans Consumer loans (such as personal lines of ¢radht collateralized, if at all, with assets thatymmot provide a
adequate source of payment of the loan due to dieyicn, damage, or los

e Agricultural Loans. Repayment is dependent upon the successfultapedd the business, which is greatly dependentany thing
outside the control of either the Bank or the bemrs. These factors include weather, commoditgegsi and interest rates, am
others.

If the Company's actual loan losses exceed the Company’s allowafar loan losses, the Company’s net income wiltdEase.

The Company makes various assumptions and judgnamsit the collectibility of the Comparsy’loan portfolio, including tt
creditworthiness of the Comparsyborrowers and the value of the real estate ahdrassets serving as collateral for the repaymérhe
Company’'s loans. Despite the Company’s undervgitimd monitoring practices, the Companydan customers may not repay their I
according to their terms, and the collateral sequtihe payment of these loans may be insufficieipiatly any remaining loan balance. The Com
may experience significant loan losses, which cdudde a material adverse effect on its operatirsyli® Because the Company must
assumptions regarding individual loans and the @eon the current allowance for loan losses maybeosufficient to cover actual loan losses,
increases in the allowance may be necessary. ©hgény may need to significantly increase the Camisaprovision for losses on loans if ont
more of the Company’s larger loans or credit refathips becomes impaired or if we continue to edpghe Companyg commercial real estate ¢
commercial lending. In addition, federal and staggulators periodically review the Compasydllowance for loan losses and may require
Company to increase the Company’s provision fon llesses or recognize loan charge-offs. Matedditeons to the Compang’allowance woul
materially decrease the Compasiyiet income. The Company cannot assure you thahanitoring procedures and policies will reduestair
lending risks or that the Company’s allowance &@m losses will be adequate to cover actual losses.

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

The Company may have to foreclose on collatergbgmty to protect its investment and may thereaiten and operate such property.
such case, the Company will be exposed to the niglerent in the ownership of real estate. Thewrhthat the Company, as a mortgagee,
realize after a default is dependent upon factatside of the Compang’ control, including, but not limited to: (i) geaé or local econom
conditions; (ii) neighborhood values; (iii) intetaates; (iv) real estate tax rates; (v) operagrgenses of the mortgaged properties; (vi) supf
and demand for rental units or properties; (viijligbto obtain and maintain adequate occupancythaf properties; (viii) zoning laws; (i
governmental rules, regulations and fiscal policee® (x) acts of God. Certain expenditures assettiaith the ownership of real estate, princif
real estate taxes and maintenance costs, may atjvaffect the income from the real estate. Ttafthe cost of operating a real property
exceed the rental income earned from such propenty the Company may have to advance funds in todemotect the Company’investment, «
may be required to dispose of the real propertg liss. The foregoing expenditures and costs cadietrsely affect the Compasyability tc
generate revenues, resulting in reduced levelsdfitability.
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Our agricultural loans are subject to factors beydithe Bank’s control.

The agricultural community is subject to commodgityce fluctuations. Although our agricultural I@aare a relatively limited part of ¢
overall portfolio, extended periods of low commgditrices, higher input costs, or poor weather dionk could result in reduced profit marg
reducing demand for goods and services provideddniculture-related businesses, which in turn, @d@ffect other businesses in the Company’
market area.

Environmental liability associated with commercidnding could have a material adverse effect on tiempan’s business, financial conditic
and results of operations.

In the course of the Compasy’business, it may acquire, through foreclosurenmercial properties securing loans that ar
default. There is a risk that hazardous substacmelsl be discovered on those properties. Indtent, the Company could be required to rer
the substances from and remediate the propertiés awn cost and expense. The cost of removal emdronmental remediation could
substantial. The Company may not have adequatediesiagainst the owners of the properties or aggronsible parties and could find it diffic
or impossible to sell the affected properties. sSehevents could have a material adverse effedi@iCompanys business, financial condition ¢
operating results.

If the Company fails to maintain an effective sysieof internal control over financial reporting, itmay not be able to accurately report -
Company’s financial results or prevent fraud, ands a result, investors and depositors could losafience in the Company financial
reporting, which could adversely affect the Comp&npusiness, the trading price of the Company’saktand the Company ability to attrac
additional deposits.

In recent years, the Company has been requiratctode in its annual reports filed with the SEGepart of the Compang’ manageme
regarding internal control over financial reporting/e have documented and evaluated the Companigrnal control over financial reporting
order to satisfy the requirements of Section 404hef Sarbane®xley Act of 2002 and SEC rules and regulationsictvtrequire an annu
management report on the Company’s internal comtvel financial reporting, including, among otheatters, managemestassessment of 1
effectiveness of internal control over financigb@gting. In order to comply with this requirememianagement retained outside consultants to
the Company in (i) assessing and documenting teguety of the Comparg/internal control over financial reporting, (ihproving contrc
processes, where appropriate, and (iii) verifyimgptigh testing or other means that controls aretioming as documented. Managemsmhnua
Report on Internal Control over Financial Reportiagcontained in Item 9A below. If the Companyidao identify and correct any signific:
deficiencies in the design or operating effectivwmnef the Compang’internal control over financial reporting or atb prevent fraud, current ¢
potential stockholders and depositors could losgidence in the Company’s financial reporting, whicould adversely affect the Compasy’
business, financial condition and results of openat the trading price of the Company’s stock, #ml Companys ability to attract addition
deposits.

No material weaknesses have been identified inedion with the Compang’fiscal year 2012 audit. If material weaknessesdentifiec
in the future, such weaknesses could have a miitapact on the profitability and performance o tBompany.

Our framework for managing risks may not be effegdiin mitigating risk and loss to us

Our risk management framework seeks to mitigatearsd loss to us. We have established processepranddures intended to ident
measure, monitor, report and analyze the typesskfto which we are subject, including liquidityski credit risk, market risk, interest rate r
operational risk, legal and compliance risk, anputational risk, among others. However, as with @sk management framework, there
inherent limitations to our risk management stre@s there may exist, or develop in the futlisisrthat we have not appropriately anticipate
identified. For example, the recent financial angdd crisis and resulting regulatory reform higlhlied both the importance and certain limitat
of managing unanticipated risks. If our risk mamaget framework proves ineffective, we could sufferexpected losses which could ha
material adverse effect on our financial conditionl results of operations.
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A breach of information security or compliance brela by one of the Compars agents or vendors could negatively affect then@mny’s
reputation and business.

The Company depends on data processing, commuoticatd information exchange on a variety of conmguplatforms and networks &
over the internet. Despite safeguards, no systechyding ours, is entirely free from vulnerability attack. Additionally, the Company relies
and does business with a variety of third-partyviser providers, agents and vendors with respecthto Companys business, data &
communications needs. If information securityrisdzhed, or one of the Compasygents or vendors breaches compliance procedifi@snatior
could be lost or misappropriated, resulting in ficial loss or costs to the Company or damageshterst These costs or losses could mate
exceed the Company’s amount of insurance coveifagey, which would adversely affect the Companyisiness.

Changes in accounting policies or accounting stamda, or changes in how accountingtandards are interpreted or applied, could matélsi
affect how we report our financial results and coitidn.

Our accounting policies are fundamental to detemgirand understanding our financial results andditmm. Some of these polici
require use of estimates and assumptions that fifiegt she value of our assets or liabilities anghficial results. Any changes in our accour
policies could materially affect our financial satents. From time to time, the Financial Account8tgndards Board (the “FASB&nd the SE
change the financial accounting and reporting stedglthat govern the preparation of our financiatesnents. In addition, accounting stan
setters and those who interpret the accountinglatds (such as the FASB, the SEC, banking regslaod our outside auditors) may chanc
even reverse their previous interpretations ortpes on how these standards should be appliedng&ésain financial accounting and repor
standards and changes in current interpretationysbhmdeyond our control, can be difficult to prediad could materially affect how we report
financial results and condition. We may be requit@épply a new or revised standard retroactivelgmply an existing standard differently :
retroactively, which may result in the Company lpeiequired to restate prior period financial staata in material amounts.

Risks Related to the Company’s Stock
The price of the Company’s common stock may be titldawhich may result in losses for investors.

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

e announcements of developments related to the Coy’s business
e fluctuations in the Compa’s results of operation

e sales of substantial amounts of the Com|'s securities into the marketpla:
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e general conditions in the Comp¢s banking niche or the worldwide econor
e a shortfall in revenues or earnings compared targexs analys!’ expectations
e lack of an active trading market for the commorckt
e changes in analy¢ recommendations or projectior
e the Compan’s announcement of new acquisitions or other prejeatc
e negative evaluation by our regulators of our coamale with our Order:

The market price of the Compasycommon stock may fluctuate significantly in tiufe, and these fluctuations may be unrelatetid
Company'’s performance. General market price deslor market volatility in the future could adveysaffect the price of the Comparsytommo
stock, and the current market price may not becatdie of future market prices.

An investment in Company common stock is not anured deposit

Our common stock is not a bank deposit and, thexefs not insured against loss by the FDIC, ammgotieposit insurance fund or by
other public or private entity. Investment in @ammon stock is inherently risky for the reasonscdbed in this “Risk Factorssection and
subject to market forces that affect the priceahmon stock in any company. As a result, if yoldhar acquire our common stock, it is poss
that you may lose all or a portion of your investine

The Company’s common stock is thinly traded, andishyour ability to sell shares or purchase additarshares of the Compang’common stoc
will be limited, and the market price at any timeaynot reflect true value.

Your ability to sell shares of the Compasyommon stock or purchase additional shares ladggends upon the existence of an a
market for the common stock. The Compangommon stock is quoted on NASDAQ Global Markeit, the volume of trades on any given de
light, and you may be unable to find a buyer foarss you wish to sell or a seller of additionalrekayou wish to purchase. In addition, a
valuation of the purchase or sales price of a shhk@mmmon stock also depends upon active tradingd, thus the price you receive for a th
traded stock, such as the Company’s common stoak,nuot reflect its true value.

Future sales or additional issuances of the Compangapital stock may depress prices of shares & @ompanys common stock or otherwi
dilute the book value of shares then outstanding.

Sales of a substantial amount of the Compagpital stock in the public market or the isseaota significant number of shares cc
adversely affect the market price for shares of@bmpanys common stock. As of September 30, 2012, the @osmnpras authorized to issue uj
10,000,000 shares of common stock, of which 5,813 shares were outstanding, and 132,218 shareshetdeas treasury stock. The Comg
was also authorized to issue up to 3,000,000 sludineeferred stock, none of which is outstandingeserved for issuance. This factor may a
the market price for shares of the Company’s comsatook.
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Federal regulations may inhibit a takeover, preveatransaction you may favor or limit the Comparsygrowth opportunities, which could cau
the market price of the Company’s common stock &zkhe.

Certain provisions of the Compasytharter documents and federal regulations coaNe Ithe effect of making it more difficult for airtdt
party to acquire, or of discouraging a third pdrom attempting to acquire, control of the Compaiy.addition, the Company must obtain appr
from regulatory authorities before it can acquivatcol of any other company.

The Company may not be able to pay dividends inftitare in accordance with past practice.

The Company pays a quarterly dividend to stockhsld&he payment of dividends is subject to legal segulatory restrictions as well
a requirement for prior approval by the FederaldRes pursuant to the Consent Orders. Any paymedtvadends in the future will depend,
large part, on the Comparsyearnings, capital requirements, financial coadijtiregulatory review, and other factors considerdvant by th
Company’s Board of Directors.

Risks Related to Meta Payment Systenf, a division of the Bank
MPS' products and services are highly regulated finaacproducts subject to extensive supervision aegulation and are costly to maintain.

The products and services offered by MPS are higdgylated by federal banking agencies, the Bursate banking agencies, and o
federal and state regulators. Some of the lawge@atkd regulations affecting its operations idel@onsumer protection laws, escheat laws, pr
laws, antimoney laundering laws and data protection lawsm@@nce with the relevant legal paradigm in whiled division operates is costly ¢
requires significant personnel resources, as wekxensive contacts with outside lawyers and dtargs hired by MPS to stay abreast of
applicable regulatory schemes.

In addition, Bank talent and resources have beeertdid since the signing of the Consent Order ieféort to achieve compliance w
certain components of the Consent Order that iraf@ithe operations of MPS. Areas the Bank mudirammto address include, but are not lim
to, ongoing oversight of MPS by the board and mansmnt. Efforts to satisfy the requirements of Bamk’s Consent Order continue to be co:
both in economic terms and in terms of personreurces. As described elsewhere herein, satigfaofithe requirements of the BaskConser
Order is subject to the ongoing review of its regal and there can be no assurance that the Bdhlkully satisfy such requirements. If ¢
regulators believe that the Company or the Bank r@smade sufficient progress in satisfying theuremments of the Consent Orders, <
regulators could take further supervisory actioaiagt the Bank or the Company. If taken, sucloasticould have a material adverse effect o
financial condition and results of operations @& MPS division segment, the Bank, and the Compadyimit our ability to raise additional capit

The Dodd-Frank Act’s restrictions with respect tbe cap on debit card interchange could negativeffeat the Bank’s business.

On June 29, 2011, the Federal Reserve issued aestiblishing standards for debit card interchafegs and prohibiting netwc
exclusivity arrangements and routing restrictiothe (‘Debit Card Rule”). The issuance of the Débitrd Rule was required by the DoHdank
Act. Pursuant to the Debit Card Rule, the maxinpemmissible interchange fee that an issuer mayiveder an electronic debit transactior
$0.21 per transaction and five basis points mudtipby the value of the transaction. The FedesseRve also approved an interim final rule
allows for an upward adjustment of no more thai®$@®o an issues debit card interchange fee if the issuer devedogsimplements policies a
procedures reasonably designed to achieve the-freaxéntion standards set out in the interim findé.r Eligibility for the assessment of this
must be certified by the issuing bank. As sethfart the issuing release, when the maximum intergbdee is combined with fraygteventiol
assessment, an issuing bank could receive an liatege fee of up to approximately 24 cents for therage debit card transaction, which is va
at $38 according to the Federal Reserve. In aeomel with the provisions of the Dodidank Act, issuers that, together with their &dfiéis, hav
assets of less than $10 billion (like the Bank) exempt from the debit card interchange fee stalsdawith respect to network exclusivity i
merchant routing restrictions, it is now requirbdttall debit cards participate in at least twoffilieted networks so that the transactions inéa
using those debit cards will have at least two frshelent routing channels.
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While some proposed legislation would benefit MRSs possible that new legislation or more stringefocus by banking agencies could furtr
restrict MPS’ current operations or change the relgiory environment in which the division’s customepperate.

Although it is possible that some legislation undensideration could have either a positivederminimisimpact on its operations a
profitability it is also possible that any new Igigition affecting the operations of MPS or its oostrs, some of which are also regulated ent
would have a negative impact on the conduct ofr¢fievant business. There is no way to quantifyitiygact that such changes could have ol
profitability or operations of MPS at this time givthe unpredictable nature of the risk.

In addition to the relevant legal paradigm sethfabove, it should also be noted that there has beecern within the bank regulat
environment over the use of credit and, in paréicubrepaid cards as a means by which to illedalipder and move money. The U.S. Treasury’
Financial Crimes Enforcement Network has recerdbuéd rules related to providers of “prepaid accessch have left certain issues unreso
related to its regulatory requirements. Moreotteg,Bureau held a "town hall" meeting on prepambtpcts in Raleigh, North Carolina in May 2!
to hear testimony from witnesses who provided thi@ws on prepaid products and to issue an advanotide of proposed rulemaking, wh
permitted the public to comment on issues relatethé prepaid market. As of the date of this §jlithe Bureau has not issued any additi
proposed or final rules related to MPS and the petsland services it offers; however, given thalitawhal regulation appears likely in this are:
is also likely that our costs related to compliangéincrease when such regulations are finalizédthough the Bank will continue to work with
regulators to provide information about its operasi as well as the state of the prepaid card ingduae believe such concerns in general
continue for the foreseeable future for the erttmeking industry, with a continued emphasis on lteiged compliance expectations, resultir
higher compliance costs. See “Business RegulatiBank Supervision and Regulatiowhich is included in Item 1 of this Annual Report Born
10-K.

MPS, through the Bank, owns or is seeking a numlmémpatents, trademarks and other forms of intelleat property with respect to the operati
of its business and the protection of such intelieal property may in the future require material erenditures.

In its operations, MPS, through the Bank, is segkirotection for various forms of intellectual pesty. No assurance can be given

such protection will be granted. In addition, gite competitive market environment of its bussnéise Bank must be vigilant in ensuring the
patents and other intellectual property are pretteind not exploited by unlicensed third parties.
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The Bank must also protect itself and defend agaitsllectual property challenges initiated byrdhparties making various claims aga
MPS. With respect to these claims, regardless ludtlher we are pursuing our claims against perceinfthgers or defending our intellecti
property from third parties asserting various ckiaf infringement, it is possible that significgrgrsonnel time and monetary resources cou
used to pursue or defend such claims.

It should also be noted that intellectual propeitks extend to foreign countries whose protectiminsuch property are not as extensiv
those in the United States. As such, MPS may mneepend additional sums to ensure that its irdelld property protections are maximi
globally. Moreover, should there be a materialprioper use of the Bank’s intellectual propertysthbuld have an impact on the division’
operations.

Contracts with thirdparties, some of which are material to the Companyay not be renewed, may be renegotiated on termas &re not a
favorable, may not be fulfilled or could be subjectcancellation by regulatory authoritie:

The Bank has entered into numerous contracts Wit parties with respect to the operations obitsiness. In some instances, the
parties provide services to MPS; in other instané&8S provides products and services to such théndies. Were such agreements not t
renewed by the third party or were such agreemintse renewed on terms less favorable, such actionkl have a material impact on
division’s profitability and deposit levels.

Similarly, were one of these parties unable to ntieeit obligations to us for any reason (including not limited to bankruptcy, compu
or other technological interruptions or failuresygonnel loss or acts of God), we may need to akteknative service providers and the terms
such alternate providers may not be as favorabkbh@se currently in place. In addition, were stitures to cause a material disruption in
ability to service our customers, it is possiblatthur customer base would shrink. Moreover, Weeedisruptions in our ability to provide servi
significant, this could negatively affect the pgatien of our business in the card industry, whichild result in a loss of confidence and adv
effects on our own business.

In addition, as described earlier, in the Consente@® our regulator noted deficiencies with respedthese third party relationships. A
result, we review our auditing program for thirdrtpes with whom we contract (as well as other besinchanges required both by the Cor
Orders and general business practices) and have ogathin business decisions related to deterrimatieached by our auditing personnel.
OCC is evaluating our progress at this time. Ifame unsuccessful in the development and/or imphéaien of our third party auditing progran
is possible that the OCC could order us to abrogatiin contracts or take other supervisory astegmainst us which would further impact the I
business, which could have an adverse impact ofirancial condition or results of operations. SBasiness Regulation Bank Supervision ar
Regulation - OTS Consent Orders and Related Mattdrieh is included in Item 1 of this Annual Report Form 10-K.

Costs of conforming products and services to theyP@nt Card Industry Data Security Standards (theCPDSS”) are costly and could contint
to affect the operations of MPS.

The PCI DSS is a multifaceted standard that indudata security management, policies and procechsesell as other protecti
measures, that was created by the largest craditassociations in the world in an effort to protbe nonpublic personal information of all typd
cardholders, including prepaid cardholders and drsl@df network branded credit cards (such as DatdMasterCard, and Visa). The PCI [
mandates a prescribed technical foundation forctilection, storage and transmission of cardhottita and also contains significant provis
regarding the testing of security protections bgiowgs entities in the payment card industry, ingigdMPS. Compliance with the PCI DSS is cc
and changes to the standards could have an equamkaier, effect on profitability of the relevdntsiness division.
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The potential for fraud in the card payment industis significant.

Issuers of prepaid and credit cards have suffaggdfisant losses in recent years with respechmtheft of cardholder data that has t
illegally exploited for personal gain. The theftsoich information is regularly reported and affeadt only individuals but businesses as well (¢
to a lesser degree). Many types of credit carddfrexist, including the counterfeiting of cards dsilimming.” “Skimming” is the term for
specialized type of credit card information theftekeby, typically, an employee of a merchant wolbg the cardholdes’ number and security cc
(either by handwriting the information onto a piafepaper, entering such information into a keypadather device, or using a handheld de
which “reads”and then stores the card information embeddedeimifignetic strip). Once a credit card number aodrity code has been skimm
the skimmer can use such information for purchasgisthe unauthorized use is detected either bycdrdholder or the card issuer.

Losses from skimming have been substantial foagedard industry participants. Although skimmhmags not had a material impact on
profitability of the Bank, it is possible that suabtivity could impact this division at some tinmethe future.

Part of our business depends on sales agents whaatasell our products exclusivel

Our business model, to some degree, depends uparséhof sales agents who are not our employdesseTagents sell the products
services of many different processors to merchants other parties in need of card services. Failarmaintain good relations with such s
agents could have a negative impact on our busirlesaddition, new third party relationships ha&yween restricted absent prior approval of
OCC. See “Business Regulation - Bank SupervisiahRegulation — OTS Consent Orders and Relatedeksatthich is included in Item 1 of tt
Annual Report on Form 10-K.

Products and services offered by MPS involve mangibess parties and the possibility of collusion#s.

As described above, the theft of cardholder datasmgnificant threat in the industry in which MBRerates. This threat also includes
possibility that there is collusion between cerfaamticipants in the card system to act illegalpthough MPS is not aware of any instances to,
it is possible that such activities could occuthia future, thereby impacting its operation anditaibility.

Competition in the card industry is significant.nl order to maintain an edge to its products and exfhgs, MPS must invest significantly
technology and research and development.

The heavy emphasis upon technology in the procarasservices offered by MPS requires significapeexlitures with respect to rese:
and development both to exploit technological gaind to develop new products and services to mesbmers’needs. As is common with m
research and development, while some efforts melg ydubstantial benefits for the division, othei$ mot, thereby resulting in expenditures
which profits will not be realized. MPS is not alib predict with any degree of certainty as toléwel of research and development that wi
required in the future, how much those efforts wilkt, or how profitable such developments wilfdrethe division once undertaken.
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Our business could suffer if there is a decline the use of prepaid cards or there are adverse dawelents with respect to the prepaid financ
services industry in gener.

As the prepaid financial services industry evolhassumers may find prepaid financial serviceseddss attractive than other finan
services. Consumers might not use prepaid finaseialices for any number of reasons. For examgigative publicity surrounding other pref
financial service providers could impact MR&isiness and prospects for growth to the extexthiersely impacts the perception of prepaid firel
services. If consumers do not continue or increhsi usage of prepaid cards, MR$erating revenues may remain at current leveldeatine
Growth of prepaid financial services as an eledtrpayment mechanism may not occur or may occuerstmwly than estimated. If there is a ¢
in the mix of payment forms used by consumers, (€&sh, credit cards, traditional debit cards amghg@id cards) away from products and sen
offered by MPS, such a shift could have a matexihlerse effect on our financial condition and ressaf operations. In addition, the Burea
closely monitoring developments in the prepaid é¢adiistry and it is possible that future regulatignthe Bureau, whether by rule or administre
action, could adversely affect our business.

Discover, MasterCard, and Visa, as well as othexattonic funds networks in which MPS operates, cduhange their rules

Pursuant to the agreements between MPS and DischlaamterCard, Visa and other card networks, thegd parties typically han
retained the right to prescribe certain businesstjmes and procedures with respect to parties asidiPS. Such prescribed terms include, bt
not limited to, a contracting party’s level of cgbias well as other business requirements.

Discover, MasterCard, and Visa also retain thetrighheir agreements with industry participantstsas MPS to unilaterally change
rules under which such transactions are procesghditite or no advance warning. This power iraéis the power to prevent MPS from acces
their networks in order to process transactionsoul any third party choose to invoke this rightlaterally, such changes could materially im|
the operations of MPS.

Our business is heavily dependent upon the Interaatl any negative disruptions to its operation cdulegatively impact our business.

Much of our business depends upon transactiong ipeotessed through the Internet. Like nearlyptider commercial enterprises, we
upon others to provide the Internet so that comeesn be conducted. Were there to be a failutkeéroperation of the Internet or a signific
impairment in our ability to move information oretinternet or our ability to do so in accordancéhveustomer safeguard protocols, MPS w
develop alternative processes during which timemees and profitability may be lower.

Our ability to process transactions requires funetiing communication and electricity lines.

The nature of the credit card and debit card inglust that it must be operational every day of Wexek every hour of the week. A
disruption in the utilities utilized by MPS couldave a negative effect on our operations and exterdisruptions could materially affect
operations.

Data encryption technology has not been perfected aigilance in MPS information technology systems is costly.

MPS holds sensitive business and personal infoomatiith respect to the products and services ireff This information, which
generally digitally encrypted, is passed alongaasitechnology channels, including the Interndthdugh MPS encrypts its customer and ¢
sensitive information and expends significant ficiah and personnel resources to maintain the iitye@f its technology networks and 1
confidentiality of nonpublic customer informatiobecause such information may travel on public tetdgy and other nosecure channels, t
confidential information is potentially susceptilite hacking and other illegal intrusions. Weretsacsecurity breach to occur, the provisio
products and services to customers of MPS wouldmpaired. In addition, were a breach to occur, a@eld incur significant fines from tl
electronic funds associations involved, or fromeied and/or state regulators, and be subject tergitohibitions, as well as extensive litiga
from commercial parties and consumers affecteclibl breach.

74




Table of Content
Unclaimed funds represented by unused value on¢heds presents compliance and other risks.

The concept of escheatment involves the reportimd) delivery of property to states that is abandoawed its rightful owner cannot
readily located and/or identified. In the contekprepaid cards, the funds in connection with scatds can sometimes be “abandonedtnuse
for the relevant period of time set forth in eagiplecable states abandoned property laws. Although MPS utiliaeéemated programs to ensure
operations are compliant with such applicable lamd regulations, there appears to be a movemenh@msome state regulators to inter
definitions in those statutes and regulations maaner that is different from standard industrgiiptetations. Should such state regulators cl
to do so, they may initiate collection or otheighttion action against prepaid card issuers sudiRS for unreported abandoned property.

MPS operates in a highly competitive environmentdatie ability to attract and retain qualified peraael may be difficult.

MPS competes in a highly competitive environmenhwither larger and better capitalized financigimediaries. In addition, the field
professionals involved in the design and productibproducts and services offered by MPS is higijled and actively sought after by finan
institutions, electronic card networks and othenowrcial entities. As such, MPS must spend sicguifi sums to attract employees and exect
and must monitor compensation and other employirentls to ensure that compensation packages bstibr fine necessary creative environr
and appropriately compensate such individuals @eioto retain them.

MPS Revenue Concentratiol

MPS works with a large number of business partteedgerive its revenue. The Company believes fdutsgartners have reached a
that, should these partnetstusiness with the Company end or there is a saarifi decrease in revenues associated with anyeséthusine:
relationships, the earnings attributable to thernldithave a material effect on the financial resaoftthe Company.

Iltem 1B. Unresolved Staff Comments

Not Applicable.

Iltem 2.  Properties

The Company conducts its business at its maineoffied branch office in Storm Lake, lowa. The Comypaperates six offices in me
Des Moines, lowa. The Company also operates digedh Brookings, South Dakota and three officesSioux Falls, South Dakota. In additi
the Company has space at another facility in Sigalls, South Dakota, which houses general corpaateMPS functions, in Omaha, Nebra
which houses certain MPS functions and a non-regailice branch in Memphis, Tennessee.
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The Company owns all of its offices, except for tranch offices located in Storm Lake Plaza, Stbake, lowa, on Ingersoll Avent
Des Moines, lowa, on South Western Avenue, SioulsF8outh Dakota, on West 12th Street, Sioux F&8tsuth Dakota, the administrative .
MPS offices located on Broadband Lane in Siouxsk@lmaha and the naogtail service branch in Memphis, Tennessee. ¢rangto the Sou
Western and West 1P Street locations in Sioux Falls, South Dakota, #eWestown Parkway location in West Des Moinewalothe land ¢
which the buildings were constructed is leasede fal net book value of the Compasmyremises and equipment (including land, building
leasehold improvements and furniture, fixtures agdipment) at September 30, 2012 was $17.7 millB@e Note 6 to theNbtes to Consolidatt
Financial Statements” which is included in Partiiém 8 “Consolidated Financial Statements and fupentary Data’bf this Annual Report ¢
Form 10-K.

Though the Company has experienced rapid growttlicpkarly as a result of growth of MPS, managemeglieves current facilities ¢
adequate to meet its present needs.

The Bank maintains an on-line data base with as®hbureau, whose primary business is providindy sgcvices to financial institutions.

Item 3. Legal Proceedings

Brown v. Haahr, et al., CL 123931. On December(d,12 a shareholder derivative complaint was filedhie lowa District Court for Pa
County against certain officers and directors ef @ompany. The suit alleges that named partieschesl their fiduciary duties to the Company
among other things, making statements between RRE9 and October, 2010, which plaintiff claims wéakse and misleading and by allege
failing to implement adequate internal controls amehns of supervision at the Company. The pamti@shed a settlement in August 2012 an
October 29, 2012, the Court approved the settlerardtdismissed the case, in its entirety, withuatiee. The settlement did not provide for
payment of monetary compensation to shareholddrsliduprovide for corporate governance and intenwaitrol reforms at the management
board of directors levels related to, among othergs, legal and regulatory compliance, training director independence. The specific tern
these corporate governance and internal contralrmef were included as an exhibit to the Companyliseédt Report on Form R-filed on
September 7, 2012. The settlement also providethfo payment of plaintiff's attorney$tes and expenses in the amount of $450,000, afh
$250,000 was paid by the Company’s insurer.

In addition to the previously disclosed ATM lawsuithere were nine additional lawsuits filed conoey ATMs sponsored by MetaBa
each involving claims that a notification requiredbe placed upon an automated teller machine Wwasn& on a specific date, in violation
Regulation E of the Electronic Fund Transfer AdRichard Jiminez, individually and on behalf of athers similarly situated v. MetaBankast
No. 1:1:-cv-00035, filed in the United States District Cofar the Southern District of Texas, BrownvilleviZiion; andYaakov Katz, on behalf
himself and the class, v. Slice & Co. Fine GourBrétk Oven Pizza, Cardnet Group Corp., and MetaB&dse No. 11-c®411, filed in the Unite
States District Court for the Southern Districttdéw York; James L. Frey, individually and on behalf of alhets similarly situated v. Lega
Stonebriar Hotel, Ltd. Dba Westin Stonebriar Haetl Meta Financial Group, IncCase No. 4:11-ci22, filed in the United States District Cc
for the Eastern District of Texas, Sherman Divisiand James Buechler v. Meta Financial Group, Inc., Metalg Meta Payment Systems,
Does 10, inclusive Case No. 1:12-cv-01568-WMN, filed in the UnitetiSs District Court for the District of MarylanandDouglas Johnson ¢
behalf of himself and all others similarly situated Smarte Cash International, Inc., and Meta Ficial Group, Inc. a/k/a MetaBankGase No. 12-
cv-00923-DWF-FLN filed in the United States Distrigourt for the District of Minnesota; ambuglas Johnson on behalf of himself and all ot
similarly situated, v. Fairmont Hotels & Resorts.8)), Inc. and Meta Financial Group, Inc., a/k/atiank,Case No. 1:12-c\-1338 filed in th
United States District Court for the District of B&achusetts; ariincaid v. MetaBank, Meta Payment Systems, eGlalpal, Does 1-10, inclusive
Case No. 3:12-cv-02286-JAH-MDD filed in the Unit8thtes District Court for the Southern District@dlifornia; andCraig Moskowitz v. Me
Financial Group,Case No. 12 cv 7540 filed in the United StatesrigisCourt for the Southern District of New Yorkné&iMoskowitz v. Mel
Financial Group, Case No. 3:12-cv-01475-AWT filed in the Unitecat®s District Court for the District of Connecticatnd lan Collings
individually and on behalf of all others similarftuated, v. Neiman Marcus, Inc., ATM Experts, LBIM Experts, MetaBank, Meta Payn
Systems, and Does 1-10, inclusi@gse No. 3:12-cv-02776-AJBYIA filed in the United States District Court fonet Southern District
California. The Company denies liability in thesatters, and will contest these lawsuits with tHEMAoperators, which are each obligate
indemnify the Company for losses, costs and expeinsthese matters. TléminezandBuechlermatters have already been settled by our pa
for a nominal amount. An estimate of a range afsjide loss cannot be made at this stage of tigatiibn because the extent of the Company’
indemnification by the ATM operators is unknown.
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A class action complaint was filed in the Suprenmai€of the State of New York, County of Nassatledi Richard J. Strauss, M.D.,
behalf of himself and all others similarly situated MetaBank, which complaint was served uponBlaek on March 28, 2012. The compli
alleged that the plaintiff was the holder of twét gards issued by the Bank. The complaint furtilEsged that after the expiration date on the s
plaintiff's attempts to obtain replacement cardsevensuccessful due to the Bamkefusal to issue replacement cards. The Coniptaimtaine:
several causes of action including breach of cohtaad violation of New York state law. The Compatenied liability in these matters ¢
contested the certification of a class by the piinThe Court denied the plaintif’motion to certify a class, and the case waseseftlr a nomin:
amount.

Patrick Finn and Light House Management Group, &scReceiver for First United Funding, LLC and Goxe Johnson v. MetaBank et
Case 5:11-cw4041. On May 4, 2011, Patrick Finn and Light Hoddanagement Group, Inc. as Receivers for FirstddnFunding, LLC ar
Corey N. Johnson (“Receiverdiled a complaint against MetaBank in the Unitedt8¢ District Court for the Northern District ofata requestin
judgment avoiding approximately $1.5 million ofrisders that allegedly resulted in a profit to MedaB arising from MetaBar's participation i
loans originated by First United Funding, LLC. 8an complaints have been filed by the Receiverairsgl other lenders who purcha
participation interests in the same or similar bariginated by First United Funding, LLC. The qoaint states that First United Funding, LLC
Corey N. Johnston were involved in a criminal gotise to defraud creditors. Under a variety obties, Receivers claim that loan repaymen
MetaBank constitute fraudulent transfers and Met&Baas unjustly enriched to the detriment of thawelitors. The parties reached a settleme
August 2012 and on October 1, 2012, the Court ajgatahe settlement and dismissed the case, imitety, with prejudice. This matter w
settled for $1.2 million, including the cost ofdiation.

The Bank utilizes various third parties for, amantiger things, its processing needs, both with retsjgestandard Bank operations and
respect to its MPS division. MPS was notified iprih2008 by one of the processors that the praséssomputer system had been breac
which led to the unauthorized load and spendinfyifls from Bankissued cards. The Bank believes the amount intignet® be approximate
$2.0 million. The processor and program managtr bave agreements with the Bank to indemnify itsfoy losses as a result of such unautho
activity, and the matter is reflected as suchsdrfiitancial statements. In addition, the Bank ¢igen notice to its own insurer. The Bank has
notified by the processor that its insurer has eférihe claim filed. The Bank made demand for paynaad filed a demand for arbitration
recover the unauthorized loading and spending atecamd certain damages. The Bank has settledaits evith the program manager, and
received an arbitration award against the procesEbat arbitration has been entered as a judgmethie State of South Dakota, which judgn
has been transferred to the State of Florida fanigament proceedings against the processor amusiiser. The Company’estimate of a range
possible loss is approximately $0 to $0.8 millienod the filing date of this Annual Report on FotfK.
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Certain corporate clients of an unrelated compamed Springbok Services, Inc. (“Springbok&jjuested through counsel a mediatic
a means of reaching a settlement in lieu of comingnditigation against MetaBank. The results ofitthmediation have not led to
settlement. These claimants purchased MetaBamajoteeward cards from Springbok, prior to Springbdankruptcy. As a result of Springbek’
bankruptcy and cessation of business, some ofehards cards which had been purchased were netreatad or funded. Counsel for th
companies have indicated that they are preparadgert claims totaling approximately $1.5 milliayasst MetaBank based on principal/agenc
failure to supervise theories. The Company deligslity with respect to these claims. The Comganestimate of a range of possible los
approximately $0 to $0.3 million.

See Item 1 “Business — Regulation — Bank Supenvisiod Regulation — Consent Orders and Related Matfer a discussion of tt
settlement of OTS enforcement matters and on-guamgpliance matters.

Other than the matters set forth above, there aretimer new material pending legal proceedingspalates to which the Company or
subsidiaries is a party other than ordinary lifigatroutine to their respective businesses.

ltem 4. Mine Safety Disclosures

Not applicable
PART II

ltem 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Securitie

The Company’'s common stock trades on the NASDAQb&ldlarket® under the symbol “CASH."Quarterly dividends for 2012 a
2011 were $0.13. The price range of the commarksts reported on the NASDAQ Global Market, wafodews:

Fiscal Year 2012 Fiscal Year 2011
Low High Low High
First Quartel $ 14.1¢ % 171 % 12.6: $ 33.2¢
Second Quarte 15.5¢ 22.0C 13.8¢ 18.5(
Third Quartel 19.7¢ 21.6¢ 13.22 19.0t
Fourth Quarte 19.6( 24.7¢ 17.1¢ 22.3(
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Prices disclose inter-dealer quotations withoutitetark-up, marlkdown or commissions, and do not necessarily repteaetua
transactions.

Dividend payment decisions are made with considerabf a variety of factors including earnings, dirtial condition, mark
considerations, and regulatory restrictions.

As of September 30, 2012, the Company had 5,443s88tes of common stock outstanding, which werd bgl approximately 21
stockholders of record, and 389,358 shares sutgestitstanding options. The stockholders of reqarthber does not reflect approximately
persons or entities that hold their stock in norioe“street” name.

The transfer agent for the Company’s common stedkegistrar & Transfer Company, 10 Commerce Di@ranford, New Jersey, 07016.

There have been no purchases by the Company dinénfiscal year ended September 30, 2012 of egaityrities that are registered
the Company pursuant to Section 12 of the Exchawnge
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Item 6. Selected Financial Datz

SEPTEMBER 30, 2012 2011 201( 200¢ 200¢
SELECTED FINANCIAL CONDITION DATA
(Dollars in Thousands
Total asset $ 164889 $ 1,27548 $ 1,029,76! 834,77 710,23t
Loans receivable, ni 326,98: 314,411 366,04! 391,60¢ 427,92t
Securities available for sa 1,116,69: 619,24¢ 506,85: 364,83t 203,83
Goodwill and intangible asse 2,03t 1,31t 2,66: 2,21¢ 2,20¢
Deposits 1,379,79 1,141,62i 897,45: 653,74 499,80:
Total borrowings 47,71( 29,36¢ 41,21« 116,79t 147,68:
Stockholders' equit 145,85¢ 80,577 72,04« 47,34¢ 45,73:
YEAR ENDED SEPTEMBER 30, 2012 2011 201( 200¢ 200¢
SELECTED OPERATIONS DATA
(Dollars in Thousands, Except Per Share D
Total interest incom $ 37,290 $ 39,05¢ $ 39,08: 36,72¢ 37,41¢
Total interest expens 3,56: 4,743 5,99: 8,907 13,41t
Net interest incom 33,73¢ 34,31: 33,09( 27,81¢ 24,00:
Provision for loan losse 1,04¢ 27¢ 15,79: 18,71: 2,71F
Net interest income after provision for loan los 32,68¢ 34,03 17,29¢ 9,10¢ 21,28¢
Total nor-interest incomt 69,57+ 57,49 97,44« 79,96¢ 37,69¢
Total nor-interest expens 75,46 83,26 94,93( 91,08: 61,82(
Income (loss) from continuing operations beforeme
tax expense (benefi 26,79¢ 8,26: 19,81 (2,00€) (2,83¢€)
Income tax expense (bene: 9,68 3,62¢ 7,42( (5439 (1,002
Income (loss) from continuing operatic 17,11« 4,64( 12,39: (1,463 (1,834
Income from discontinued operations, net of - - - - 811
Net income (loss 17,11« 4,64( 12,39: (1,469 (1,029
Basic earnings (loss) per common sh
Income (loss) from continuing operatic $ 49, % 14¢ $ 4.2z (0.5¢) (0.7
Income from discontinued operations - - - - 0.31
Net income (loss) $ 494 % 14¢ $ 4.2 (0.56) (0.40
Diluted earnings (loss) per common shi
Income (loss) from continuing operatic $ 49z $ 14¢ $ 4.11 (0.56) (0.69)
Income from discontinued operations - - - - 0.31
Net income (loss) $ 49z $ 14¢ $ 4.11 (0.56) (0.3¢)
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YEAR ENDED SEPTEMBER 30, 201z 2011 201C 200¢ 200¢

SELECTED FINANCIAL RATIOS AND OTHER DATA

PERFORMANCE RATIOS

Return on average ass 1.22% 0.41% 1.22% -0.2(% -0.14%

Return on average ass-continuing operation 1.22% 0.41% 1.22% -0.2(% -0.24%

Return on average equi 18.41% 5.71% 20.5% -3.13% -2.21%

Return on average eqL-continuing operation 18.47% 5.71% 20.5% -3.1% -4.07%

Net interest marg-continuing operation 2.56% 3.21% 3.4% 3.5(% 3.51%

Operating expense to average assets-continuing

operation 5.3%% 7.3%% 9.36% 10.55% 8.25%

QUALITY RATIOS-Continuing Operation

Non-performing assets to total assets at end of 0.1€% 1.28% 0.94% 1.7¢% 1.06%

Allowance for loan losses to n-performing loan: 21% 53% 63% 55% 76%
CAPITAL RATIOS

Stockholders' equity to total assets at end obpk 8.85% 6.32% 7.0(% 5.67% 6.44%

Average stockholders' equity to average as 6.62% 7.16% 5.92% 5.42% 6.01%
OTHER DATA

Book value per common share outstanc $ 26.7¢  $ 2561 $ 23.1F % 1797 % 17.5¢

Dividends declared per she 0.52 0.52 0.52 0.52 0.52

Number of ful-service offices 12 12 12 12 13
Common Shares Outstandi 5,443,88 3,146,86' 3,111,411 2,634,21! 2,601,10:

ltem 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

This section should be read in conjunction with fiblllowing parts of this Form 10-K: Part Il, IteBh“Consolidated Financial Stateme
and Supplementary Data,” Part Il, Item 7A, “Quaattite and Qualitative Disclosures About Market Rigind Part I, Item 1 “Business.”

General

The Company is a unitary savings and loan holdmgmany whose primary subsidiary is the Bank. Tlhen@any focuses on two ct
businesses, its regional Retail Banking businedsaamational payments business, conducted thrdaadWiRS division. The Compars/Retail Ban
business is focused on establishing and maintaioimgrterm relationships with customers, and is committederving the financial service ne
of the communities in its market area. The Rd&aihk's primary market area includes the following coesitiBuena Vista, Dallas and Polk loc:
in central and northwestern lowa, and Brookingschin, and Minnehaha located in east central Sbatkota. The Retail Bank segment attr
retail deposits from the general public and usesehdeposits, together with other borrowed fundsprtginate and purchase residential
commercial mortgage loans, and to originate consuaggicultural and other commercial loans anduochase various investment and mortgage-
backed securities.

MPS, a division of the Bank, is an industry leaitkethe issuance of prepaid debit cards and is alsoovider of a wide range of paym
related products and services, including prepaliit@ards such as those related to gift, tax re$unebate, travel and payroll, ATMs, and const
credit products. MPS pursues a strategy of workiith industryleading companies in a variety of businesses tp thelm introduce new paym:
products to their customers. In addition, MPS g with emerging companies to develop and intedoew payment products. MPS e
revenues from fees and is responsible for the bfitke Bank’s low- and noest demand deposits related to its prepaid casthess. Certain
MPS’ activities have been significantly curtailed aseautt of Consent Orders issued by the OTS, our donmagulator. For a description of
Consent Orders, see Item 1 “Business — Regulati@ark Supervision and RegulationThe Consent Orders, and the related directives
preceded them, have had a significant impact oamees, profitability, and growth of the MPS divisithe Bank, and the Company as a whole.
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Overview of Corporate Developments

On October 1, 2012, the Company issued a presasel@nnouncing the closing of previously announmedte placement transactic
pursuant to which the Company sold, on SeptembgP@82 to accredited investors an aggregate o0f31196 shares of the Compasy¢commol
stock, par value $0.01 per share (“Common Stodkf)total consideration of approximately $34.2 o, or $21.91 per share, pursuant to
separate securities purchase agreements (the ‘@@dkgreements@ntered into on August 16, 2012. The price pereshas determined bas
upon the arithmetic average of the daily volumeghted average price of the Common Stock for angagieriod preceding the date the Purc
Agreements were entered into. The Company inve3@@sl of the net proceeds, all of which qualifiegasyible common equity and Tier 1 caf
at September 30, 2012, to further capitalize thekBa order to support expected significant growtlits existing MPS programs. The remainde
the proceeds will be used by the Company for géceraorate purposes.

The private placement transactions were consumnfaliesving stockholder approval of (a) an amendnterthe Companyg Certificate ¢
Incorporation to, among other things, increaserthmber of authorized shares of Common Stock, ahdh¢b private placement transaction:
required under Rule 5635 of the NASDAQ Stock MarkRetles, which approvals were obtained at a Speédixdting of Stockholders of t
Company held on September 27, 2012 (the “Speciatikig’). The sales of the shares of Common Stock describesirhwere undertaken by
Company without registration in private placementseliance upon Section 4(2) of the Securities #ft1933, as amended (the “1933 Ac#)c
Rule 506 of Regulation D as promulgated by the 8B@er the 1933 Act (“Regulation D). Each of theyBts is an “accredited investawithin the
meaning of Regulation D.

At the closing of the private placement transaajoie Company and each of the Buyers enteredanseparate registration rig
agreement (each, a “Registration Rights Agreemetht®) form of which was attached as Exhibit A to eRcinchase Agreement, pursuant to w
the Company prepared and filed with the SEC a trdiisn statement covering the resale of shar€doofimon Stock purchased by the Buyers.
registration statement was declared effective otl@r 12, 2012.The foregoing description of the iRegtion Rights Agreements does not pur
to be complete and is qualified in its entiretyrbjerence to the full agreements, copies of whiehevfiled as exhibits to a Formkfiled by the
Company on October 1, 2012.

Financial Condition

The following discussion of the Compasy¢onsolidated financial condition should be readanjunction with the Selected Consolid:
Financial Information and Consolidated Financiat&tents and the related notes included in thissAhReport on Form 10-K.

As of September 30, 2012, the Compangssets grew by $373.4 million, or 29.3%, to $iillion compared to $1.3 billion at Septem

30, 2011. The increase in assets was reflecteahpity in increases in the Compasyihvestment securities available for sale andlasser exte
the Company’s mortgage-backed securities, offspam by a decrease in the Company’s cash andecpshalents.
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Total cash and cash equivalents and federal fualtsveere $145.1 million at September 30, 2012, erefese of $131.8 million fro
$276.9 million at September 30, 2011. The dechras primarily the result of the Company executingtrategy designed to diversify the Ba
investment security portfolio. In general, the @Qamy maintains its cash investments in intebestring overnight deposits with the Federal H
Loan Bank (“FHLB") and the Federal Reserve BankRBE?). At September 30, 2012 the Company had nerfddunds sold.

The total of mortgagbacked securities and investment securities avail@p sale increased $497.4 million, or 80.3%$101 billion a
September 30, 2012, as investment purchases exteetiged maturities, sales, and principal paydowdsring fiscal 2012, the Compe
purchased $971.3 million of mortgabaeked securities with average lives of five yearkess or stated final maturities of approximatélyyears ¢
less and sold mortgadmcked securities in the amount of $657.4 milliém.addition, the Company purchased $422.6 millasninvestmer
securities which are comprised of corporate andeteempt bonds. See Note 3 to the “Notes to Cotest@ld Financial Statementsyhich are
included in Part I, Item 8 “Consolidated Financghtements and Supplementary Data” of this AnReglort on Form 10-K.

The Companys portfolio of net loans receivable increased bg.6nillion, or 4.0%, to $327.0 million at SeptemBB@, 2012 from $314
million at September 30, 2011. This increase prilmaelates to an increase of $15.4 million inidestial mortgage loans and $1.5 millior
commercial operating loans, partially offset byexmase in commercial real estate and nfiaitily loans of $2.5 million and a decrease in |
consumer loans of $2.0 million. See Note 4 to“Metes to Consolidated Financial Statements,” whichncluded in Part Il, Item 8Consolidate
Financial Statements and Supplementary Data” efAhinual Report on Form 10-K.

The Company owns stock in the FHLB due to its mastp and participation in this banking system.e HHLB requires a calculat
level of stock investment based on a pre-determfosdula. The Compang’investment in such stock decreased $2.6 milbor§5.2%, to $2.
million at September 30, 2012 from $4.7 millionSaptember 30, 2011. The decrease was due to dicatidn in the FHLB stock buyback wh
it changed from a monthly buyback to a daily buybac

The Company has insurance receivables establigiredstimated recoveries from various lawsuits deenfthe Companyg insuranc
company. This amount decreased $1.7 million t6 $illion at September 30, 2012 from $2.3 millianSeptember 30, 2011. The decrease
primarily the result of the settlement of the MEtaancial Group, Inc., Securities Litigation lawstar $2.1 million and subsequent payment of
settlement by the insurance company.

Foreclosed real estate and repossessed assetasgecte $0.8 million as compared to $2.7 millioiseptember 30, 2011 due to sales
write offs exceeding the foreclosure of assetslaad collateral related to previously reported panforming loans.

Goodwill and intangible assets increased $0.7 omijlior 54.8%, to $2.0 million at September 30, 2Gii# to an increase in capitali
expense related to patents.

Total deposits increased by $238.2 million, or 20.%0 $1.4 billion at September 30, 2012 from $billion at September 3

2011. During fiscal 2012, the Company continuedytow its low- and naost deposit portfolio. Deposits attributable t&®® were up $242
million, or 26.2%, at September 30, 2012, as coeghém September 30, 2011. This increase resolts growth in existing prepaid card programs.
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The Companyg total borrowings increased $18.3 million, or 82,5from $29.4 million at September 30, 2011 to $4million ai
September 30, 2012, primarily due to the incredsseourities sold under agreements to repurch@ee. Notes 8, 9, and 10 to thWdtes t
Consolidated Financial Statements,” which is inelich Part Il, Item 8 “Consolidated Financial Stagats and Supplementary Datd"this Annua
Report on Form 10-K.

At September 30, 2012, the Company’s stockholdegsiity totaled $145.9 million, an increase of $6&llion from $80.6 million &
September 30, 2011. The increase was related iirt@the private offerings of common stock dugifiscal 2012, and to net income, offset in
by the payment of cash dividends on the Commogmmon stock. At September 30, 2012, the Bankirages to meet regulatory requirement:
classification as a well-capitalized institutioBee Note 14 to the “Notes to Consolidated Finarg&falements,hich is included in Part I, Item
“Consolidated Financial Statements and Supplemgiata” of this Annual Report on Form 10-K.

Results of Operations

The following discussion of the ComparyResults of Operations should be read in conjonatiith the Selected Consolidated Finar
Information and Consolidated Financial Statementsthe related notes included in this Annual ReporForm 10-K.

The Company’s Results of Operations are dependemted interest income, provision for loan lossem-imterest income, noimeres
expense, and income tax expense. Net interesmiade the difference, or spread, between the ageyald on interestarning assets and
average rate paid on interdsaring liabilities. The interest rate spreadffsced by regulatory, economic, and competitivetdes that influenc
interest rates, loan demand, and deposit flowstwitftstanding that a significant amount of the Camgs deposits pay low rates of interest,
Company, like other financial institutions, is settj to interest rate risk to the extent that itenestearning assets mature or reprice at diffe
times, or on a different basis, than its interesaring liabilities. The Company’s namterest income increased in fiscal 2012 as contptrdisca
2011 following a decrease in fiscal 2011 as congéndiscal 2010. Nornterest expense, related primarily to compensadiwh benefits and ce
processing expense, decreased in proportion tdnterest income as compared to the prior fiscat.ydamore detailed explanation of the fac
responsible for results of operations of the Corgpamresented below.

The Company’s noimterest income is derived primarily from prepaatd; credit products, and ATM fees attributableviBS and fee
charged on bank loans and transaction accounts-ifterest income is derived from net gains on tHe e&securities available for sale as we
the Companys holdings of bank owned life insurance. This meds offset by expenses, such as compensation@ugancy expenses associ
with additional personnel and office locations aalvas card processing expenses attributable to.MiR$interest expense is also impactec
occupancy and equipment expenses, regulatory eepemsd legal and consulting expenses.
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Average Balances, Interest Rates, and Yields

The following table presents, for the periods iatkdl, the total dollar amount of interest incon@rfraverage interegarning assets a
the resulting yields, as well as the interest espeon average interelsearing liabilities, expressed both in dollars aates. No tax equivale
adjustments have been made. Non-Accruing loans be&n included in the table as loans carryinga yeld.

Year Ended September 30 2012 2011 2010
(Dollars in Thousands Average Interes! Average Interes! Average Interes!
Outstandin Earned Yield/ Outstandin Earned Yield/ Outstandin Earned Yield/
Balance Paid Rate Balance Paid Rate Balance Paid Rate
Interest-earning assets
Loans receivabl $ 327,63: $18,05¢ 5.51% $ 338,11: $19,65¢ 5.81% $ 402,75( $24,94: 6.1%%
Mortgage-backed securitie 756,46' 16,13: 2.1%% 549,37 18,36 3.3% 422,90 13,37( 3.16%
Other investments 254,02 3,10¢ 1.4(% 181,51: 1,04 0.57% 138,91! 76¢ 0.55%
Total interest-earning assets 1,338,121 $37,29" 2.82% 1,069,00. $39,05¢ 3.65% 964,56¢ $39,08: 4.05%
Non-interest-earning assets 61,97¢ 67,11« 49,73¢
Total assets $ 1,400,101 $ 1,136,111 $ 1,014,30:
Non-interest bearing deposi $1,018,74 $ - 0.0(% $ 780,94: $ - 0.0(% $ 633,24t $ - 0.0(%
Interest-bearing liabilities:
Interes-bearing checkin 33,55t 252 0.7%% 32,71° 40¢ 1.25% 21,16¢ 25¢ 1.22%
Savings 17,77 39 0.22% 11,24¢ 37 0.3:% 10,43 34 0.32%
Money market: 38,55: 13¢ 0.34% 34,97¢ 234 0.67% 34,718 29z 0.84%
Time deposit: 105,60! 1,78z 1.6%% 119,31¢ 2,38¢ 2.0(% 136,40¢ 3,32¢ 2.4%
FHLB advance: 45,41« 79¢ 1.7¢% 39,31¢ 1,181 3.0(% 76,31: 1,55¢ 2.04%
Other borrowings 25,58¢ 55¢ 2.1&% 16,32: 497 3.04% 23,02: 527 2.2%%
Total interest-bearing liabilities 266,48: 3,56: 1.34% 253,89t 4,747 1.87% 302,05' 5,99: 1.9¢%
Total deposits and interes-bearing
liabilities 1,285,23. $ 3,56: 0.28% 1,034,83 $ 4,74 0.4€% 935,30: $ 5,99: 0.64%
Other non-interest bearing liabilities 22,19¢ 19,95¢ 18,81
Total liabilities 1,307,42! 1,054,79: 954,11¢
Stockholders' equity 92,677 81,32! 60,19(
Total liabilities and stockholders'
equity $ 1,400,101 $ 1,136,111 $ 1,014,30:
Net interest income and net interest |
spread including non-interest bearir
deposits $33,73¢ 2.5% $34,31: 3.1% $33,09( 3.41%
Net interest margin 2.56% 3.21% 3.4%
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Rate / Volume Analysis

The following schedule presents the dollar amodnthanges in interest income and interest expeoisenfjor components of interest-
earning assets and interég&aring liabilities. It distinguishes between tiienge related to higher outstanding balanceslendhange due to t
levels and volatility of interest rates. For eaelbegory of interest-earning assets and intdyeating liabilities, information is provided on clog:
attributable to (i) changes in volume (i.e. chanigesolume multiplied by old rate) and (ii) changesrate (i.e. changes in rate multiplied by
volume). For purposes of this table, changesatiable to both rate and volume that cannot beegaded have been allocated proportionately t
change due to volume and the change due to rate.

Rate / Volume

Year Ended September 30 2012 vs. 201 2011 vs. 201
(Dollars in Thousands
Increase Increase Total Increase Increase Total
(Decreast (Decrease Increase (Decrease (Decreast Increase
Due to Volum Due to Rat (Decrease Due to Volum: Due to Rat (Decreast
Interest-earning assets
Loans receivabl $ (599 $ 997) % (1,596 $ (3,826 $ (1,469 $ (5,290
Mortgagebacked securitie (57,226 54,997 (2,229 4,19:¢ 79¢ 4,99;
Other investments 444 1,61¢ 2,06¢ 24E 28 274
Total interest-earning assets $ (57,38) $ 55,61¢ $ (1,762 $ 612 $ (636) $ (24)
Interest-bearing liabilities
Interes-bearing checkin $ 11 $ (16¢) $ as7n $ 144  $ 7 $ 151
Savings 5 3 2 3 - 3
Money market: 26 (227) (203 2 (60) (58)
Time deposit (259) (34¢) (607) (389) (552) (935)
FHLB advance: 23C (613) (389 (12,867) 12,48 (377
Other borrowings 124 (62 62 24C (270 (30C)
Total interest-bearing liabilities $ 137 $ (1,32) $ (1,189) $ (12,85 $ 11,60¢ $ (1,24¢)
Net effect on net interest incom $ (57,51 $ 56,94( $ (57¢) $ 13,467 $ (12,245 $ 1,227

Comparison of Operating Results for the Years Ended
September 30, 2012 and September 30, 2011

General. The Company recorded net income of $17.1 millmm$4.92 per diluted share, for the year endede®aper 30, 2012 compared to §
million, or $1.49 per diluted share, for the yeaded September 30, 2011. The increase in net ia¢orhe current period was primarily cause:
a $12.1 million increase in non-interest income arf7.8 million reduction in noimterest expenses which were partially offset #6al millior
increase in income tax expense.

Net Interest IncomeNet interest income for fiscal 2012 decreased hg $dllion, or 1.7%, to $33.7 million from $34.3 ifion for the prior fisce
year. Net interest margin decreased to 2.56%s@afi2012 as compared to 3.21% in fiscal 2011.

The Companys average earning assets increased $269.1 milid25.2%, to $1.3 billion during fiscal 2012 frorh.$ billion during fisce
2011. The increase is primarily the result of therease in the Company’'s mortgage-backed securdied norbank qualified municipi
portfolios. Overall, asset yields declined by &3ib points due to lower average rates. The isergaaverage earning assets was offset by a ¢
in the mix of earning assets, to more investmecisiges and fewer loans, and a decrease in y@idmortgage-backed securities.

The Company’s average total deposits and intdresting liabilities increased $250.4 million, or.2%, to $1.3 billion during fiscal 20
from $1.0 billion during fiscal 2011. The increassulted mainly from an increase in the Compamgs-interestsearing deposits. The aver.
outstanding balance of non-interest bearing depasiteased from $780.9 million in fiscal 2011 faGbillion in fiscal 2012. The Comparsytos
of total deposits and interelséaring liabilities declined 18 basis points to8%@2during fiscal 2012 from 0.46% during fiscal 2Qdrimarily due ti
continued migration to low and rmpst deposits provided by MPS. Due to stabiliimgrest rates and a remix of the investment pliotfargely
accomplished during the fourth fiscal quarter ocf20wve expect interest income to rebound going odwn fiscal 2013.
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Provision for Loan LosseslIn fiscal 2012, the Company recorded a provisianldan losses of $1.0 million, compared to $0.3lioTil for fisca
2011.

Management closely monitors economic developmeath begionally and nationwide, and considers thas¢éors when assessing
adequacy of its allowance for loan losses. Thenewuc slowdown, which recently has shown some sigihabating, continues to strain
financial condition of some borrowers. Managentbetefore believes that future losses in the residleportfolio may be somewhat higher tl
historical experience. It should be noted thatrzeable portion of the Comparsytonsumer loan portfolio is secured by residengial estate. Ov
the past three years, loss rates in the commenethmultifamily real estate market have remained modersli@nagement expects that future lo:
in this portfolio may be somewhat higher than rédestorical experience. Loss rates in the agtizal real estate and agricultural operating
portfolios have been minimal in the past three ygaimarily due to higher commodity prices as vasllabove average yields which have cre
positive economic conditions for most farmers im markets. Nonetheless, management still expbatsfiiture losses in this portfolio, which h
been very low, could be higher than recent histbéxperience. Management believes that varioteldeof drought weather conditions within
markets has the potential to negatively impactm@eyields which would have a negative econonffieat on our agricultural markets. In additi
management believes the continuing recessionamoeaic environment may also negatively impact corengirepayment capacities.

The allowance for loan losses established by MRB8Itefrom an estimation process that evaluateaek characteristics of its cre
portfolio(s). MPS also considers other internal axternal environmental factors such as changepénations or personnel and economic e
that may affect the adequacy of the allowance fedit losses. Adjustments to the allowance for llwmses are recorded periodically based o
result of this estimation process. The exact nudlagy to determine the allowance for loan lossesefich program will not be identical E
program may have differing attributes including tsdactors as levels of risk, definitions of deliegey and loss, inclusion/exclusion of cr
bureau criteria, roll rate migration dynamics, atber factors. Similarly, the additional capitatjuired to offset the increased risk in subpi
lending activities may vary by credit program. Egmogram is evaluated separately. The increasadgebffs in fiscal 2010 for MPS cret
resulted primarily from borrowers in a pre-seasoairelated program that peaked in January 2010 alglement practively established a provisi
for loan losses for these loans during the taxge@son offering period. The majority of the chaoffe-for these preseason tax loans were recor
in the third quarter of fiscal 2010. A reductiondhargesffs in the MPS loan portfolio during fiscal 201sldue to discontinuance of iAdvance
tax-related loan programs in October 2010.

Management believes that, based on a detailedwenfi¢he loan portfolio, historic loan losses, antr economic conditions, the size of
loan portfolio, and other factors, the current leokethe allowance for loan losses at September28Q2 reflects an adequate allowance ag
probable losses from the loan portfolio. Althougle Company maintains its allowance for loan losges level that it considers to be adeqt
investors and others are cautioned that there eamotassurance that future losses will not excetithated amounts, or that additional provis
for loan losses will not be required in future pes. In addition, the Company's determination efaltowance for loan losses is subject to revie
its regulatory agencies, the OCC and the Federsg¢ie, which can require the establishment of extdit general or specific allowances.
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Non-Interest Income.Non-nterest income increased by $12.1 million, or 24,.@0 $69.6 million for fiscal 2012 from $57.5 nwlh for fiscal 201
due primarily to the gain on sale of securitiesilabée for sale of $12.0 million. Fees earned oapaid debit cards, credit products and ¢
payment systems products and services decreas&B1d million for fiscal 2012 as compared to $53udlion for fiscal 2011, primarily due to tl
exit from certain MPS credit sponsorship programd a decrease in card fee income due to a tempanggsruption at one MPS busin
partner. In addition, the Bank recorded a gairsale of securities available for sale of $13.8imillin fiscal 2012 as compared to gain on sa
$1.8 million in the prior fiscal year.

Non-Interest ExpenseNon-interest expense decreased by $7.8 million, or 9149%75.5 million for fiscal 2012 from $83.3 mdh for the sarr
period in fiscal 2011.

The reduction in noimterest expense was primarily attributable toduotion in card processing expense, which declte@ million fron
$23.3 million in fiscal 2011 to $17.4 million insfial 2012 due to lower volumes. These expensewfly stem from prepaid card and credit-
related programs managed by MPS.

Compensation expense totaled $31.1 million forafig012 as compared to $30.5 million for fiscal 20Dverall staffing is 5% higher th
at September 30, 2011 primarily due to hiring iy keeas relating to compliance and technology.

Goodwill impairment expense of $1.5 million wasamted for fiscal 2011 due to the Retail Bank sedghsenrite off of goodwill due t
impairment related primarily to the decline in tBempany’s stock price in the quarter ended Deceri®@bgp010.

Income Tax Expenselncome tax expense for fiscal 2012 was $9.7 millienan effective tax rate of 36.1%, compared taxaexpense of $3
million, or an effective tax rate of 43.8%, in f#dc2011. The Company’'recorded income tax expense for the prior figedr was impacte
primarily by permanent differences between book @xdble income. The Compasyecorded income tax expense and the effectiveataxwa
impacted by permanent differences between bookadble income related to the write off of goodwili$1.5 million and the OTS penalty of $
million in fiscal year 2011. The nature and timiofythe items discussed above resulted in a higffective tax rate for fiscal 2011 compare:
fiscal 2012.

Comparison of Operating Results for the Years Ended

September 30, 2011 and September 30, 2010

General.The Company recorded net income of $4.6 million$dM9 per diluted share, for the year ended Sepei30, 2011 compared to $1
million, or $4.11 per diluted share, for the yeaded September 30, 2010. The decrease in net inoofigcal 2011 was primarily caused b
decrease in non-interest income which was partéfyet by a reduction in the provision for loasdes and a reduction in norierest expenses.
addition, net interest income increased $1.2 mnilliofiscal 2011 as compared to fiscal 2010.

Net Interest IncomeNet interest income for fiscal 2011 increased by $iillion, or 3.7%, to $34.3 million from $33.1 Ion for fiscal 2010. Ne
interest margin decreased to 3.21% in fiscal 2&ldoanpared to 3.43% in fiscal 2010.
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The Companys average earning assets increased $104.4 mitlioh.8%, to $1.1 billion during fiscal 2011 fror8@.6 million durin
fiscal 2010. The increase is primarily the resiilthe increase in the Company’s mortgdgeked securities portfolio. Overall, asset yialdslinec
by 40 basis points due to lower average rates.ifftrease in average earning assets was offsetchyarege in the mix of earning assets, to r
investment securities and fewer loans, and a dsergayields in mortgagkacked securities and other investments. Additlpnéscal 2010 als
included the effect of tax-related loans which weoépresent after October 13, 2010 in fiscal 2011.

The Company’s average total deposits and intdreating liabilities increased $99.5 million, or 8%, to $1.0 billion during fiscal 20.
from $935.3 million during fiscal 2010. The increagsulted mainly from an increase in the Companglis-interesbearing deposits. The aver:
outstanding balance of non-interest bearing depasireased from $633.2 million in fiscal 2010 @88.9 million in fiscal 2011. The Compasy’
cost of total deposits and interdstaring liabilities declined 18 basis points to89#during fiscal 2011 from 0.64% during fiscal 2Qdfimarily due
to continued migration to low and no-cost depgsitsvzided by MPS.

Provision for Loan LossesIn fiscal 2011, the Company recorded a provisianidan losses of $0.3 million, compared to $15.8iomi for fiscal
2010. The MPS division had a reduction of $11.8ianlwhen comparing the fiscal 2011 to the fiscal@ provision, primarily because the B
did not offer iAdvance and taelated loan programs after October 13, 2010. Whitaah, the Retail Bank had a reduction of $3.7lionl wher
comparing the fiscal 2011 to the fiscal 2010 priavis

Non-Interest Income Non-interest income decreased by $39.9 millio10%, to $57.5 million for fiscal 2011 from $97wllion for fiscal 2010.

The decline in card fees of $39.3 million in fis@8I11 as compared to fiscal 2010 was primarily tdude discontinuance of the iAdval
and certain taxelated programs in the MPS segment and the resement of $4.8 million in card fees related to pheviously disclosed O1
administrative actions related to the iAdvance paoy

Fees earned on prepaid debit cards, credit productsother payment systems products and services $%3.9 million for fiscal 2011
compared to $93.2 million for fiscal 2010.

In addition, the Bank recorded a gain on sale ofisées available for sale of $1.8 million in f&c2011 as compared to gain on sal
$2.1 million in fiscal 2010.

Non-Interest ExpenseNon-nterest expense decreased by $11.7 million, d3%2to $83.3 million for fiscal 2011 from $94.9 fiwh for fisca
2010.

The reduction was primarily attributable to a re¢hrc in card processing expense, which declined $idillion from $38.2 million il
fiscal 2010 to $23.3 million in fiscal 2011 dueth® discontinuance of the iAdvance and tabated programs that were previously disclosed/a
These expenses primarily stem from prepaid card @aditrelated programs managed by MPS. Other card priogesxpense increases
attributable to settlement functions for value ogg card sales and anticipated growth of exisgiragucts.

Compensation expense totaled $30.5 million forafi®011 as compared to $32.5 million for fiscal @0Qverall staffing at September
2011 was 6% lower than at September 30, 2010.
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The Companys occupancy and equipment expense totaled $8.®omflbr fiscal 2011 as compared to $8.2 million fscal 2010. Th
increase was due to supporting existing produesliand increasing market penetration of MPS predard services.

Goodwill impairment expense was recorded in fi@llof $1.5 million due to the Retail Bank segmenttite off of goodwill due t
impairment related primarily to the recent declimstock price of the Company in the quarter eridedember 31, 2010.

On December 9, 2010, the Bank discovered that tive tkansfers in the amount of approximately $1illion had been fraudulent
initiated several days before through identify th&he Bank recorded a loss of $0.6 million at Deber 31, 2010. After investigation, in Ma
2011, the Bank established an insurance receidl$#6.5 million for the balance of the fraud.

During the third quarter of fiscal 2011, the Compaacorded as card processing expense a civil mpasglty of $0.4 million as part
the overall OTS-related settlement of administeatietions.

The Company incurred higher legal and consultingeases of $1.7 million in fiscal 2011 as comparefiscal 2010 related primarily
regulatory matters.

The Company settled the Guardian Angel Credit UnidletaBank lawsuit which resulted in an increasether noninterest expense in
fourth quarter of fiscal 2011 of $1.6 million aswgpared to no expense in fiscal 2010.

Income Tax Expenselncome tax expense for fiscal 2011 was $3.6 millimnan effective tax rate of 43.8%, compared taxaexpense of $7
million, or an effective tax rate of 37.4%, in 8Q2010. The change in tax expense is primarily tdudne change in net income before incom
expense. The Compamsytecorded income tax expense was also impactedply by permanent differences between book araliie income. Tt
Companys recorded income tax expense and the effectiveratix was impacted by permanent differences betweek and taxable incor
primarily related to the write off of goodwill ofi$ million and the assessment of $0.4 million. Tiaéure and timing of the items discussed a
resulted in a higher effective tax rate for fis@lL1 compared to fiscal 2010.

Critical Accounting Policies

The Companys financial statements are prepared in accordarite WS. GAAP. The financial information containedthin thes:
statements is, to a significant extent, finanaifbimation that is based on approximate measuréiseofinancial effects of transactions and ev
that have already occurred. Based on its condidaraf accounting policies that: (i) involve tmeost complex and subjective decisions
assessments which may be uncertain at the timedtimate was made, and (ii) different estimates thasonably could have been used ir
current period, or changes in the accounting estinfat are reasonably likely to occur from petiogeriod, would have a material impact on
financial statements, management has identifiedptiicies described below as Critical Accountindiées. This discussion should be reai
conjunction with the Company’s financial statemegmsl the accompanying notes presented in Partel) B ‘Consolidated Financial Stateme
and Supplementary Data” contained herein.

Allowance for Loan Losses The Companyg allowance for loan loss methodology incorporategariety of risk considerations, b
guantitative and qualitative, in establishing downce for loan loss that management believeppgsogriate at each reporting date. Quantiti
factors include the Company’s historical loss eigere, delinquency and charg-trends, collateral values, changes in nonpetiog loans, an
other factors. Quantitative factors also incorporenown information about individual loans, indlugl borrowers’sensitivity to interest ra
movements. Qualitative factors include the genecahomic environment in the Compasiyharkets, including economic conditions througtibe
Midwest and, in particular, the state of certaidustries. Size and complexity of individual credih relation to loan structure, existing I
policies, and pace of portfolio growth are othealgative factors that are considered in the mettmgly. Although management believes the le
of the allowance as of both September 30, 2012Semtember 30, 2011 were adequate to absorb prolwsskes inherent in the loan portfolic
decline in local economic conditions or other fastoould result in increasing losses.
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Goodwill and Intangible Assets Goodwill represents the excess of acquisitiostcover the fair value of the net assets acquirea
purchase acquisition. Intangible assets includenps filed by the MPS Division. Goodwill and intable assets are tested annually for impairi
or more often if conditions indicate a possible @nment. Determining the fair value of a reportingt involves the use of significant estimates
assumptions. These estimates and assumptionslénawrenue growth rates and operating margins tesealculate future cash flows, risidjuste:
discount rates, future economic and market contticomparison of the Compasymarket value to book value and determinationppfr @priat
market comparables. Actual future results mayedififom those estimates.

Each quarter the Company evaluates the estimatddlliszes of intangible assets and whether eventshanges in circumstances war
a revision to the remaining periods of amortizatibm accordance with Accounting Standards Codifica (‘“ASC”) 350, Accounting for th
Impairment or Disposal of Lor-Lived Assets recoverability of these assets is measured bypadson of the carrying amount of the asset tt
future undiscounted cash flows the asset is exdeotgenerate. If the asset is considered to lpaimad, the amount of any impairment is meas
as the difference between the carrying value aadain value of the impaired asset.

Assumptions and estimates about future values andhining useful lives of the Company’s intangiblel ather londived assets a
complex and subjective. They can be affected bgreety of factors, including external factors swashindustry and economic trends, and intt
factors such as changes in the Compaityisiness strategy and internal forecasts. Afthdhe Company believes the historical assumptom
estimates used are reasonable and appropriatretiffassumptions and estimates could materiaphpaithe reported financial results.

Self-Insurance The Company has a séfsured healthcare plan for its employees up ttagelimits. To mitigate a portion of these ris
the Company has a stdpss insurance policy through a commercial insugacerrier for coverage in excess of $55,000 pewitaal occurrenc
with an unlimited lifetime maximum. The estimatt self-insurance liability is based upon known claims amdestimate of incurred, but |
reported (“IBNR”)claims. IBNR claims are estimated using historadalms lag information received by a third parigims administrator. Due
the uncertainty of health claims, the approachuites a process which may differ significantly fratmer methodologies and still produce
estimate in accordance with U.S. GAAP. Althougmagement believes it uses the best informationablaito determine the accrual, unfores
health claims could result in adjustments to theruzd.

Deferred Tax AssetsThe Company accounts for income taxes accorinige asset and liability method. Under this rodftdeferred te
assets and liabilities are recognized for the fitax consequences attributable to differencesdmivthe financial statement carrying amoun
existing assets and liabilities and their respectax basis. Deferred tax assets and liabilitesneeasured using the enacted tax rates applita
income for the years in which those temporary déffiees are expected to be recovered or settleferi®e tax assets are recognized subje
management’s judgment that realization is moreiylitleanmnot. An estimate of probable income tax benefigt wvill not be realized in future ye
is required in determining the necessity for a &tibn allowance.
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Security Impairment Management continually monitors the investmesdusity portfolio for impairment on a security bygcsirity
basis. Management has a process in place to figesstturities that could potentially have a credipairment that is other than temporary. -
process involves the length of time and extent hickv the fair value has been less than the amdrtpst basis, review of available informa
regarding the financial position of the issuer, itaning the rating of the security, cash flow pijens, and the Comparsgyintent to sell a secur
or whether it is more likely than not the Comparill lae required to sell the security before theonaary of its amortized cost which, in some ce
may extend to maturity. To the extent we deterntima#t a security is deemed to be other-ttemporarily impaired, an impairment los:
recognized. If the Company intends to sell a sgcor it is more likely than not that the Companguld be required to sell a security before
recovery of its amortized cost, the Company recggian other-thatemporary impairment in earnings for the differeetween amortized ct
and fair value. If we do not expect to recoverdh®rtized cost basis, we do not plan to sell gty and if it is not more likely than not ththt
Company would be required to sell a security befbeerecovery of its amortized cost, the recognitid the other-thatemporary impairment
bifurcated. For those securities, the Companyreégsthe total impairment into a credit loss congu recognized in earnings, and the amou
the loss related to other factors is recognizeather comprehensive income net of taxes.

The amount of the credit loss component of a detdirsty impairment is estimated as the differenevieen amortized cost and the pre
value of the expected cash flows of the securfiye present value is determined using the beshatiof cash flows discounted at the effer
interest rate implicit to the security at the dafepurchase or the current yield to accrete antagseked or floating rate security. Cash f
estimates for trust preferred securities are ddrivem scenariddased outcomes of forecasted default rates, loggise prepayment speeds
structural support.

In fiscal 2012 and 2011, there were no other tleampbrary impairment losses. In fiscal 2010, tHepthan temporary impairment I
related to trust preferred securities recognizegbimings was $350,000.

Level 3 Fair Value MeasurementU.S. GAAP requires the Company to measure thevédue of financial instruments under a stan
which describes three levels of inputs that maysed to measure fair value. Level 3 measuremehidas significant unobservable inputs
reflect the Companyg’ own assumptions about the assumptions that mpakgtipants would use in pricing an asset oriliigb Level 3 assets al
liabilities include financial instruments whose walis determined using pricing models, discountshdlow methodologies, or similar techniq
as well as instruments for which the determinatbrair value requires significant management judgimor estimation. Although managen
believes that it uses a best estimate of informadieailable to determine fair value, due to theewtainty of future events, the approach incluc
process that may differ significantly from otherth@ologies and still produce an estimate that ecicordance with U.S. GAAP.

Net Portfolio Value

Asset/Liability and Risk Managementnterest rate risk is the most significant mansk affecting the Company. Other types of m¢
risk, such as foreign currency exchange rate rist @ommodity price risk, do not arise in the normalirse of the Compars/’busines
activities. The Bank, like other financial institins, is subject to interest rate risk to the ekthat its interest-bearing liabilities with shoainc
medium-term maturities mature or reprice more rgican its interesearning assets. The Company does not currentiggenip trading activitie
to control interest rate risk although it may ddrsthe future, if deemed necessary, to help mamageest rate risk.
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As a continuing part of its financial strategy, tBank considers methods of managing this asselityalmismatch consistent wi
maintaining acceptable levels of net interest ineorm order to properly monitor interest rate rifle Board of Directors has created an Invest
Committee whose principal responsibilities are $segs the Ban&’asset/liability mix and implement strategies thit enhance income whi
managing the Bank’vulnerability to changes in interest rates. Bmnaging market risk and the asset/liability mixe Bank has placed its emphi
on developing a portfolio in which, to the exteragicable, assets and liabilities reprice withimikar periods. The goal of this policy is to pide
a relatively consistent level of net interest ineoim varying interest rate cycles and to minimize potential for significant fluctuations from p=d
to period. One approach used to quantify inteastrisk is the Bank’s net portfolio value (“NP\&halysis. In essence, this analysis calculate
difference between the present value of the ligddliand the present value of expected cash flooms fssets and off-balance sheet contracts.

Even if interest rates change in the designatediatapthere can be no assurance that the Compasgéts and liabilities would perforn
set forth below. In addition, a change in U.S.abrey rates in the designated amounts accompagiadchange in the shape of the Treasury
curve would cause significantly different changetie NPV than indicated below.

Presented below, as of September 30, 2012 and Zaf,analysis of the Barkinterest rate risk as measured by changes in fdP&r
instantaneous and sustained 200 basis point upgvesedlel shift in the yield curve, in 100 basismdncrements. Down 100 basis points and ¢
200 basis points are not presented for Septemhe2(@®2 and 2011 due to the extremely low rate enwirent. At both September 30, 2012
2011, the Banls interest rate risk profile was within the inteéresnsitivity limits set by the Board of Directas listed below. As of September
2012 and 2011, the Bank’s interest rate risk pgafibs within the limits set forth by the regulatagencies.

September 30, 201 September 30, 201
Estimated Increase Estimated Increase
Estimated (Decrease) in NPV Estimated (Decrease) in NPV
Change in NPV Change in NPV
Interest Rates Amount Amount Percent Interest Rates Amount Amount Percent
(Dollars in Thousand (Dollars in Thousand
Basis Points Basis Points
+20(Cbp 136,87 (10,127 -6.8%% +20Cbp 129,69¢ 32,17« 32.9%
+10(Cbp 148,79¢ 1,80¢ 1.25% +10Cbp 121,36: 23,83¢ 24.4%
- 146,99: - - - 97,52¢ - -

Certain shortcomings are inherent in the methodnaflysis presented in the table. For examplepadth certain assets and liabilities r
have similar maturities or periods to repricinggjttmay react in different degrees to changes irkatanterest rates. Also, the interest rate
certain types of assets and liabilities may flutgia advance of changes in market interest ratbe interest rates on other types may lag be
changes in market rates. Additionally, certairetsssuch as adjustable rate mortgage loans, keaterés that restrict changes in interest ratea
shortterm basis and over the life of the asset. Funbee, although management has estimated changés ilevels of prepayments and e
withdrawal in these rate environments, such lewalsild likely deviate from those assumed in caldéotathe table. Finally, the ability of so
borrowers to service their debt may decrease imvieat of an interest rate increase.

Asset Quality
It is management’s belief, based on informationilakée at fiscal year end, that the Compangurrent asset quality is satisfactory.
September 30, 2012, non-performing assets, camgisti impaired/noraccruing loans, accruing loans delinquent 90 daysare, restructure

loans, foreclosed real estate, and repossessedmengroperty, totaled $2.6 million, or 0.2% ofalchssets, compared to $15.9 million, or 1.2¢
total assets, at September 30, 2011.
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Impaired/nonaccruing and restructured loans at September 3@ f0aled $1.8 million. There were $0.8 millionforeclosed real est:
and repossessed assets at September 30, 2012.

The Company maintains an allowance for loan lobsesuse it is probable that some loans may noéepad in full. See Note 1 to t
“Notes to Consolidated Financial Statements,” whichncluded in Part Il, Item 8 “Consolidated Fic&l Statements and Supplementary Dat®”
this Annual Report on Form 1K- At September 30, 2012, the Company had an altme for loan losses in the amount of $4.0 milasrcompare
to $4.9 million at September 30, 2011. Managensep€riodic review of the adequacy of the allowafmeloan losses is based on vari
subjective and objective factors including the Camyps past loss experience, known and inherent riskiseiportfolio, adverse situations that r
affect the borrowes ability to repay, the estimated value of any ulyéleg collateral, and current economic conditioWhile management m
allocate portions of the allowance for specificathgntified problem loan situations, the majoritiytie allowance is based on judgmental fa
related to the overall loan portfolio and is avaléafor any loan chargeffs that may occur. As stated previously, theaa be no assurance t
future losses will not exceed estimated amountshatr additional provisions for loan losses will fo@ required in future periods. In addition,
Bank is subject to review by the OCC, which hasahthority to require management to make changelset@llowance for loan losses, and
Company is subject to similar review by the FedRederve.

In determining the allowance for loan losses, tlmm@any specifically identifies loans that it coms&l to have potential collectibil
problems. Based on criteria established by ASC 3tfhe of these loans are considered to be “imfaimhile others are not considered tc
impaired, but possess weaknesses that the Compdiryds merit additional analysis in establishing &llowance for loan losses. All other Ic
are evaluated by applying estimated loss ratioatmus pools of loans. The Company then analgtesr factors (such as economic condition
determining the aggregate amount of the allowaeesled.

At September 30, 2012, $363,000 of the allowancddan losses was allocated to impaired loans,esspiting 4.0% of the related Ic
balances. See Note 4 of the “Notes to Consolidatedncial Statements,” which is included in P&ritem 8 “Consolidated Financial Stateme
and Supplementary Data” of this Annual Report omF&0K. $272,000 of the allowance was allocated to iflentified problem loan situatior
representing 1.7% of the related loan balances,$8n8l million, representing 1.2% of the relatednldzlances, was allocated to the remai
overall loan portfolio based on historical loss e@nce and general economic conditions. At Seipéerd0, 2011, $1.8 million of the allowance
loan losses was allocated to impaired loans, reptegy 14.0% of the related loan balances. $5D0v@#s allocated to other identified problem |
situations, and $2.6 million was allocated agalosses from the overall loan portfolio based oridnisal loss experience and general econ
conditions.

The Company maintains a loan review and classifingirocess which involves multiple officers of tGempany and is designed to as
the general quality of credit underwriting and t@mote early identification of potential problemaits. All loan officers are charged with
responsibility of risk rating all loans in their pimlios and updating the ratings, positively orgagvely, on an ongoing basis as condit
warrant. A quarterly loan officer validation woheet documents this process.

The level of potential problem loans is anotherdpreinant factor in determining the relative levélrisk in the loan portfolio and
determining the appropriate level of the allowafmreloan losses. Potential problem loans are gdlyedefined by management to include Ic
rated as substandard by management but that aconsitiered impaired (i.e., nonaccrual loans aweduang troubled debt restructurings); howe
there are circumstances present to create doulhd @ise ability of the borrower to comply with preserepayment terms. The decisior
management to include performing loans in potemfablem loans does not necessarily mean that dmep@ny expects losses to occur, but
management recognizes a higher degree or risk iagsovith these loans. The loans that have beported as potential problem loans
predominantly commercial loans covering a diveesgge of businesses and real estate property tylteSeptember 30, 2012, potential prob
loans totaled $2.7 million, compared to $7.0 milliat September 30, 2011. The $4.3 million decr@ag®tential problem loans since Septer
30, 2011, was primarily due to a $3.9 million dese in commercial real estate and mialthrily, which is partially offset in all other lo
categories.
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Liquidity and Capital Resources

The Company’s primary sources of funds are depobitsrowings, principal and interest payments oanf and mortgageacker
securities, and maturing investment securities.ilé\8theduled loan repayments and maturing invadsrere relatively predictable, deposit flc
and early loan repayments are influenced by thel lefvinterest rates, general economic conditians, competition.

The Company relies on advertising, quality custosevice, convenient locations, and competitiveipg to attract and retain its depo
and only solicits these deposits from its primarmrket area. Based on its experience, the Compelgvbs that its consumer checking, savi
and money market accounts are relatively stableceswof deposits. The Compasyability to attract and retain time deposits hasrty and wi
continue to be, affected by market conditions. Heer, the Company does not foresee any signifioetiail funding issues resulting from
sensitivity of time deposits to such market factors

The Company is aware that the low- andcost checking deposits generated through MPS may aareater degree of concentration
than traditional consumer checking deposits. Te,ddne Company has not experienced any signifinehtoutflows related to MPS, though
assurance can be given that this will continue gotlie case. As a result of the OTS administratietions, it is possible that the Bank r
experience migration of thirdarties with which it does business to other bahks are able to operate without restrictions. &ugh third party i
fiscal 2010 announced its intention to diversif/business, although it continues to maintain@ngtbusiness relationship with the Bank. Whili
such migrations have occurred in material amoumtesiOTS restrictions were announced in October 2@&0cannot predict the extent to wr

third-parties with whom we do business will migr#tteir business to other banks, or the extent tclwbuch migration will reduce our low and no-

cost deposits. If such reductions occur in a netamount, the Companyfinancial condition and results of operationsidde adversely affecte

The Bank is required by regulation to maintain isight liquidity to assure its safe and sound opi@na In the opinion of management,
Bank is in compliance with this requirement.

Liquidity management is both a daily and long-téumction of the Compang'management strategy. The Company adjusts istiment
in liquid assets based upon managenseassessment of (i) expected loan demand, (iiptbgcted availability of purchased loan produgiis),
expected deposit flows, (iv) yields available oterestbearing deposits, and (v) the objectives of iteéability management program. Exc
liquidity is generally invested in interest-earniogernight deposits and other shtatm government agency obligations. If the Compaaguire:
funds beyond its ability to generate them integnatl has additional borrowing capacity with the IEBland other wholesale funding sources.
Company is not aware of any significant trend$in €ompany’s liquidity or its ability to borrow atldnal funds if needed.
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By letter dated December 28, 2010, the OTS diretttedBank not to increase the amount of brokergubsits from the amount it held
December 28, 2010 without the prior written ralrjection of the OTS Regional Director. The Bamdidves it did not hold any brokered depc
on December 28, 2010 or thereafter, so informed ,@h8 therefore does not anticipate seeking suphogpl. At the direction of the OTS, 1
Bank requested the FDIC to confirm that depositsted to a specific prepaid program were not bre¢teteposits. The Bank tendered its reque
the FDIC in December 2010. At the time the dirextivas issued, OTS staff stated that it would nek setroactively to enforce the directive for
growth that occurs subsequent to December 28, 2§i¥6n the Banis request to the FDIC. The Bank has been advisatdtiie FDIC woul
consider the Bank'request in the context of its now completed beoaudustry study of brokered deposits in gendmal,to date has been given
instruction to change its position. Under curranes, if a substantial portion of the Bank’s deposire ruled to be “brokeredgnd should tr
Bank’s primary federal regulator decide to impose a &rimdividual minimum capital requirement or simiformal requirement on the Ba
notwithstanding that the Bank is well-capitalized,should the bank fail to be walkpitalized in the future, the Bank would be prditeith abser
waiver from the FDIC, from utilizing brokered defiss In such event, unless the Bank receivesfritien its regulator or a waiver from the FD
such a result could produce serious adverse coasegs for the Bank from a liquidity standpoint aodld also have serious adverse effects o
Company’s financial condition and results of opierz.

The primary investing activities of the Company #ire origination and purchase of loans and thehase of securities. During the ye
ended September 30, 2012, 2011 and 2010, the Conapiginated loans totaling $1.0 billion, $1.1 kik, and $1.2 billion, respectively. Most
these loans were sold without recourse after aatgpn. Purchases of loans totaled $7.7 million8%&illion, and $8.9 million during the ye:
ended September 30, 2012, 2011 and 2010, resdgctiaring the years ended September 30, 20121 20fd 2010, the Company purche
mortgage-backed securities and other securitietabl@for sale in the amount of $1.4 billion, $28®nillion and $437.3 million, respectively.

At September 30, 2012, the Company had unfunded éaenmitments of $56.4 million. See Note 15 to theNbtes to Consolidatt
Financial Statements,” which is included in Partiiém 8 “Consolidated Financial Statements andp&upentary Datadf this Annual Report ¢
Form 10K. Certificates of deposit scheduled to maturerie gear or less from September 30, 2012 totalecd2dnillion. Based on its historic
experience, management believes that a signifigartion of such deposits will remain with the Compahowever, there can be no assurance
the Company can retain all such deposits. Manageinelieves that loan repayment and other sourédanals will be adequate to meet
Company’s foreseeable short- and long-term ligyidéeds.

The following table summarizes the Company’s sigaiit contractual obligations at September 30, Z@ars in Thousands):

Contractual Obligations Total Lessthan 1yea 1to3years 3to5years Morethan5 years
Time deposit $ 100,76! $ 71,15 $ 22,44¢ $ 7,16 $ =
Long-term debt 37,40( 28,90( 1,50( - 7,00(
Operating lease 8,94: 1,56: 2,731 2,71C 1,93¢
Subordinate debentur

Issued to capital tru: 10,31( - - - 10,31(
Data processing services 6,30¢ 2,02( 4,28¢ - -

Total $ 163,72( $ 103,63 $ 30,96 $ 9,87: $ 19,24¢

During July 2001, the Comparsyunconsolidated trust subsidiary, First Midwesialicial Capital Trust I, sold $10.0 million in floag rate
cumulative preferred securities. Proceeds fromstile were used to purchase subordinated debemfutbe Company, which mature in the y
2031, and are redeemable at any time after fivesyeBhe capital securities are required to beawda on July 25, 2031; however, the Com|
has the option to redeem them earlier. The Compaey the proceeds for general corporate purp&es.Note 10 to theNbtes to Consolidatt
Financial Statements,” which is included in Partitém 8 “Consolidated Financial Statements andp&upentary Datadf this Annual Report ¢
Form 10-K.
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The Company and the Bank met regulatory requiresnfartclassification as well capitalized institut®o See Note 14 to thébtes t
Consolidated Financial Statements,” which is inelich Part II, Item 8 “Consolidated Financial Stagémits and Supplementary Datd"this Annua
Report on Form 10-K.

The payment of dividends and repurchase of shasshe effect of reducing stockholdeesjuity. Prior to authorizing such transacti
the Board of Directors considers the effect thaddind or repurchase of shares would have on lityuighd regulatory capital ratios. Furtt
pursuant to the terms of the Consent Order, the gaomn must seek the approval of the Federal Reg@iwe to declaring dividends or cap
distributions, or redeeming or purchasing Compaquitg stock.

At the Bank level, the Board of Directors approeedoal for the Bank to achieve an 8% Tier 1 capdaldjusted total assets ratio du
fiscal 2012. At September 30, 2012, the Barikier 1 capital to adjusted total assets ratio 8&6%, well in excess of the five percent minimta
attain well-capitalized status.

The Board of Directors is also mindful of new capjtroposals under consideration by the OCC andr#ueral Reserve that are expe
to increase bank and holding company capital requéints, and are additionally mindful of Basel e most recent effort by the Basel Comm
on Banking Supervision (of which senior represéwat of United States bank supervisory authoriiess a part) to strengthen global capital
liquidity rules. No assurance can be granted tbaregulators will consider our capital level, tighpusubstantially in excess of current rules purt
to which we are considered "well-capitalized, toshéiciently high in the future.

Off-Balance Sheet Financing Arrangements

For discussion of the Company'’s off-balance shieeinting arrangements, see Note 15 of “Notes tos@atated Financial Statements,”
which is included in Part Il, Item 8 “ConsolidatBthancial Statements and Supplementary Data” sf Aimnual Report on Form 1K- Dependin
on the extent to which the commitments or contingendescribed in Note 16 occur, the effect onGbenpanys capital and net income could
significant.

Impact of Inflation and Changing Prices

The Consolidated Financial Statements and Notagtth@resented in this Annual Report have beenagpegpin accordance with U
GAAP, which require the measurement of financiaippon and operating results in terms of historiallars without considering the change in
relative purchasing power of money over time duanfiation. The primary impact of inflation is te€ted in the increased cost of the Company’
operations. Unlike most industrial companies,udtty all the assets and liabilities of the Company monetary in nature. As a result, interest
generally have a more significant impact on a faianinstitution’s performance than do the effects of general levklsflation. Interest rates
not necessarily move in the same direction, ohéosame extent, as the prices of goods and services
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Impact of New Accounting Standards

Accounting Standards Update No. 2010-20,Disclosures about the Credit Quality of FinancingeReivables and the Allowance 1
Credit Losses” (ASC Topic 310).

This ASU required significant new disclosures altbetallowance for credit losses and the creditityuaf financing receivables. The requireme
are intended to enhance transparency regarding tweses and the credit quality of loan and leaseivables. Under this guidance, the allow
for credit losses and the recorded investmentansaeceivable are to be disclosed by portfolioreed, while credit quality information, impait
financing receivables and nonaccrual status abetpresented by class of financing receivable clbssire of the nature and extent, along witt
financial impact of restructured loans is also el The disclosures are to be presented aetred bf disaggregation that management uses
assessing and monitoring the portfadisisk and performance. The Company adopted fidate effective in the first quarter of fiscal 20d4rid th
adoption did not have a material effect on the Camyfs consolidated financial condition, resultopgrations or cash flow.

Accounting Standards Update No. 2011-01\Deferral of the Effective Date of Disclosures abotitoubled Debt Restructurings
Update No. 2010-20" (ASC Topic 310).

This ASU modified the effective date of compliarwigh disclosure requirements related to troublebt destructure reporting previously indice
in ASU 201020. The new effective date for disclosing the memlitroubled debt restructuring information is fioterim and annual periods end
after June 15, 2011. The Company adopted thistepftective in the fourth quarter of fiscal 20Iidahe adoption did not have a material e
on the Company’s consolidated financial conditi@sults of operations or cash flow.

Accounting Standards Update No. 2011-02 Receivables (Topic 310): A CreditsrDetermination of Whether a Restructuring Is
Troubled Debt Restructuring.

This ASU amends guidance for evaluating whetherdéséructuring of a receivable by a creditor isaubled debt restructuring (TDR). The A
responds to concerns that creditors are incongligtepplying existing guidance for identifying TDR&SU 201102 was effective for a public ent
for the first interim or annual period beginning onafter June 15, 2011. Retrospective applicaisorequired for restructurings occurring ot
after the beginning of the fiscal year of adoptfon purposes of identifying and disclosing TDRsow¢ver, an entity should apply prospecti
changes in the method used to calculate impairroenieceivables. At the same time it adopts ASU12IA, a public entity will be required
disclose the activity-based information about TR was previously deferred by ASU No. 2011-D&ferral of the Effective Date of Disclosu
about Troubled Debt Restructurings in Update Nol®Q0. The Company adopted ASU 20Q2-for the interim and annual period enc
September 30, 2011. The adoption did not have tarrabeffect on the Compars/'consolidated financial condition, results of @piens, or cas
flow.

Accounting Standards Update No. 2011-03;ransfers and Servicing (Topic 860): Reconsideatiof Effective Control for Repurchas
Agreements

This ASU applies to all entities that enter intagesgnents to transfer financial assets that botitieemind obligate the transferor to repurchas
redeem the financial assets before their maturégpq arrangements). It focuses the transferassessment of effective control on its contra
rights and obligations by removing the requiremerdssess its ability to exercise those rightsooroh those obligations. The ASU is effective
the first interim or annual period beginning onafter December 15, 2011. It is effective prospetyi for transactions or modifications of exist
transactions that occur on or after the effectiated The Company adopted ASU 203 for the interim period ending December 31, 28ad th:
adoption did not have a material effect on the Camy{s consolidated financial condition, resultopérations or cash flow.
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Accounting Standards Update No. 2011-04kair Value Measurement (Topic 820): Amendments Achieve Common Fair Valu
Measurement and Disclosure Requirements in U.S. GA&nd IFRSs.

This ASU was issued concurrently with IFRS E3jr Value Measurementgo provide largely identical guidance about faitue measurement e
disclosure requirements. The new standards dextend the use of fair value but, rather, providielgnce about how fair value should be apj
where it already is required or permitted under3ri® U.S. GAAP. For U.S. GAAP, most of the changesclarifications of existing guidance
wording changes to align with IFRS 13.

A public entity is required to apply the ASU prostieely for interim and annual periods beginningeafDecember 15, 2011. Ec
adoption is not permitted. In the period of adoptia reporting entity is required to disclose arge, if any, in valuation technique and rel
inputs that result from applying the ASU and to mjifg the total effect, if practicable. The Compaadopted ASU 20104 for the interim peric
ending March 31, 2012 and the adoption did not leweaterial effect on the Compasyconsolidated financial condition, results of @piens, o
cash flow.

Accounting Standards Update No. 2011-0%;omprehensive Income (Topic 220): PresentationrGafmprehensive Income.

This ASU increases the prominence of other compr&fie income in financial statements. Under th&lAan entity has the option to presen
components of net income and comprehensive incaneéher one or two consecutive financial statesieifthe ASU eliminates the option in L
GAAP to present other comprehensive income in thtement of changes in equity.

For a public entity, the ASU was effective for isgears, and interim periods within those yeaegjifining after December 15, 2011.
Company will adopt ASU 2011-05 for the interim periending December 31, 2012.

Accounting Standards Update No. 2011-08Intangibles—Goodwill and Other” (ASC Topic 350): dsting Goodwill for Impairment.

The objective of this ASU is to simplify how engisi test goodwill for impairment. This ASU addsualgative analysis to step one of the tetef
process, which enables the Company to qualitatidelgrmine if it is more likely than not that tharfvalue of a reporting unit is less thar
carrying amount, and if not, forego the tst@p goodwill impairment test. The guidance i®e&ff/e for annual and interim goodwill impairm
tests performed for fiscal years beginning aftecédeber 15, 2011, but early adoption is permitt€de Company anticipates adopting this AS
the first quarter of fiscal 2013 and does not ekpiee adoption to have a material effect on the gamy’s consolidated financial condition, res
of operations or cash flow.

ltem 7A. Quantitative and Qualitative Disclosure About Market Risk

As stated above, the Company derives a portiotsdhcome from the excess of interest collected awerest paid. The rates of intel
the Company earns on assets and pays on liabijjgasrally are established contractually for aqueof time. Market interest rates change
time. Accordingly, the Comparg’results of operations, like those of most finahtistitutions, are impacted by changes in interates and tt
interest rate sensitivity of its assets and litibBi The risk associated with changes in interat®ts and the Compaisyability to adapt to the
changes is known as interest rate risk and is tragany’s only significant “market” risk.
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The Company monitors and measures its exposurbaoges in interest rates in order to comply withliapble government regulatic
and risk policies established by the Board of Doex; and in order to preserve stockholder valaemonitoring interest rate risk, the Comp
analyzes assets and liabilities based on charstitsrincluding size, coupon rate, repricing fragwe maturity date, and likelihood of prepayment.

If the Companys assets mature or reprice more rapidly or to atgreextent than its liabilities, then net portbolialue and net intere
income would tend to increase during periods ahgigates and decrease during periods of fallingrast rates. Conversely, if the Company’
assets mature or reprice more slowly or to a lesstemt than its liabilities, then net portfoliolwa and net interest income would tend to dec
during periods of rising interest rates and inceediwring periods of falling interest rates.

The Company currently focuses lending efforts tanariginating and purchasing competitively pricetjuastable-rate and fixedate loal
products with short to intermediate terms to m&tugenerally 5 years or less. This theoreticallpws the Company to maintain a portfolic
loans that will have relatively little sensitivitp changes in the level of interest rates, whilevigling a reasonable spread to the cost of liddm
used to fund the loans.

The Companys primary objective for its investment portfolio e provide a source of liquidity for the Comparp. addition, th
investment portfolio may be used in the manageroéttie Companys interest rate risk profile. The investment polienerally calls for funds
be invested among various categories of securfigesyand maturities based upon the Compmanged for liquidity, desire to achieve a prt
balance between minimizing risk while maximizingldi, the need to provide collateral for borrowingsd to fulfill the Companyg asset/liabilit
management goals.

The Company’s cost of funds responds to changagenest rates due to the relatively shtertm nature of its deposit portfolio, and du
the relatively short-term nature of its borrowedds. The Company believes that its growing pddfof low- or nocost deposits provides a ste
and profitable funding vehicle, but also subjetits €Company to greater risk in a falling interese reanvironment than it would otherwise h
without this portfolio. This risk is due to thecfathat, while asset yields may decrease in anfaliiterest rate environment, the Company ce
significantly reduce interest costs associated witdse deposits, which thereby compresses the Gongpaet interest margin. As a result of
Companys new interest rate risk exposure in this regdwel Gompany has elected not to enter in to any peger term wholesale borrowings, .
generally has not emphasized longer term time depaxiucts.

The Board of Directors and relevant government lgmns establish limits on the level of acceptdhterest rate risk at the Company

which management adheres. There can be no assut@wever, that, in the event of an adverse changgerest rates, the Compasyéfforts t
limit interest rate risk will be successful.
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KPMG LLP

2500 Ruan Center
666 Grand Avenue
Des Moines, 1A 50309

Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders
Meta Financial Group, Inc.:

We have audited the accompanying consolidatednséates of financial conditions of Meta Financial Gpo Inc. and subsidiaries (the Company
of September 30, 2012 and 2011, and the relatesblidated statements of operations, comprehensoa@rie, changes in stockholdeesjuity, an
cash flows for each of the years in the thyear period ended September 30, 2012. These cdasaldi financial statements are the responsibif
the Company’s management. Our responsibility sxigress an opinion on these consolidated finastaé¢ments based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversighamo(United States). Those stand.
require that we plan and perform the audit to ebtaasonable assurance about whether the finastat@ments are free of material misstater
An audit includes examining, on a test basis, ewidesupporting the amounts and disclosures initt@dial statements. An audit also inclu
assessing the accounting principles used and ®ignif estimates made by management, as well asiatirgj the overall financial statem
presentation. We believe that our audits provideagonable basis for our opinion.

In our opinion, the consolidated financial statetaeeferred to above present fairly, in all male®spects, the financial position of Meta Finat
Group, Inc. and subsidiaries as of September 302 2@d 2011, and the results of their operatiomistheir cash flows for each of the years in
three-year period ended September 30, 2012, iroowitfy with U.S. generally accepted accounting gptes.

We also have audited, in accordance with the stadsdz the Public Company Accounting Oversight Bo@united States), Meta Financial Grc
Inc.’s internal control over financial reporting asSeptember 30, 2012, based on criteria estaulisnInternal Control —Integrated Framewol
issued by the Committee of Sponsoring Organizatarie Treadway Commission (COSO), and our regattd December 21, 2012 expresse
unqualified opinion on the effectiveness of the @amy'’s internal control over financial reporting.

/sl KPMG LLP

Des Moines, lowa
December 21, 2012
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META FINANCIAL GROUP, INC.
AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

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

ASSETS September 30, 201 September 30, 201
Cash and cash equivalel $ 145,05. $ 276,89:
Investment securities available for s 435,25( 28,33(
Mortgage«backed securities available for s 681,44 590,91¢
Loans receivable - net of allowance for loan losxfe$3,971 at September 30, 2012 and $4,926 at

September 30, 201 326,98: 314,41
Federal Home Loan Bank stock, at c 2,12( 4,73
Accrued interest receivab 6,71( 4,13:
Insurance receivab 581 2,26¢
Premises, furniture, and equipment, 17,73¢ 17,16¢
Bank-owned life insuranc 14,83: 14,32
Foreclosed real estate and repossessed : 83¢ 2,671
Goodwill and intangible asse 2,03t 1,31¢
MPS accounts receivak 5,76: 7,671
Other assets 9,551 10,64

Total assets $ 1,648,89! $ 1,275,48
LIABILITIES AND STOCKHOLDERS ' EQUITY
LIABILITIES
Nor-interes-bearing checkin $ 1,181,29' $ 945,95¢
Interes-bearing checkin 33,09 31,24¢
Savings deposit 26,05: 11,13¢
Money market deposi 38,58t 36,717
Time certificates of deposit 100,76: 116,56.

Total deposits 1,379,79. 1,141,62!
Advances from Federal Home Loan Be 11,00( 11,00(
Securities sold under agreements to repurc 26,40( 8,05¢
Subordinated debentur 10,31( 10,31(
Accrued interest payab 177 225
Contingent liability 1,71¢ 3,64¢
Accrued expenses and other liabilities 73,63¢ 20,04°

Total liabilities 1,503,03! 1,194,90.
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS’ EQUITY
Preferred stock, 3,000,000 and 800,000 sharesretdpno shares issued or outstanding at Septer

30, 2012 and 2011, respectivi - -
Common stock, $.01 par value; 10,000,000 and 50B00shares authorized, 5,576,099 and 3,372,9

shares issued, 5,443,881 and 3,146,867 shareamditsg at September 30, 2012 and 2011,

respectively 56 34
Additional paic-in capital 78,76¢ 32,47:
Retained earninc- substantially restricte 60,77¢ 45,49:
Accumulated other comprehensive incc 8,51 6,33¢
Treasury stock, 132,218 and 226,132 common sharesst, at September 30, 2012 and 2011,

respectively (2,25%) (3,75%)

Total stockholders’ equity 145,85¢ 80,571

Total liabilities and stockholders’ equity $ 1,648,89! $ 1,275,48.

See Notes to Consolidated Financial Statements.
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META FINANCIAL GROUP, INC
AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

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

For the Years Ended September 3(

2012 2011 2010
Interest and dividend incom
Loans receivable, including fe $ 18,05¢ $ 19,65¢ 24,94¢
Mortgagebacked securitie 16,13: 18,36: 13,37(
Other investments 3,10¢ 1,04: 76¢
37,29" 39,05¢ 39,08
Interest expenst
Deposits 2,20t 3,06¢ 3,90¢
FHLB advances and other borrowings 1,35¢ 1,67¢ 2,08t
3,56: 4,74 5,99:
Net interest income 33,73¢ 34,31: 33,09
Provision for loan losses 1,04¢ 27¢ 15,79:
Net interest income after provision for loan losse 32,68¢ 34,03« 17,29¢
Nor+-interest income
Card fees 53,22( 53,89( 93,20¢
Gain on sale of securities available for sale, 13,75¢ 1,79: 2,14(
Loan fees 1,19( 417 35¢
Deposit fee: 61€ 64¢ 76€
Bank-owned life insurance incon 511 52€ 52€
Gain (loss) on sale of RE (39) 53 (10%)
Other income 32C 162 552
Total non-interest income 69,57+ 57,49: 97,44«
Nor-interest expenst
Compensation and benef 31,10 30,46 32,52¢
Card processing expen 17,37: 23,28¢ 38,24:
Occupancy and equipment expe 8,48¢ 8,46 8,16%
Legal and consulting expen 5,25¢ 5,15¢ 3,46¢
Goodwill impairmen - 1,50¢ -
Data processing expen 1,141 1,092 1,272
Marketing 1,047 1,26( 2,10¢
Other expense 11,05¢ 12,02¢ 9,151
Total non-interest expense 75,46: 83,26 94,93(
Income before income tax expens 26,79¢ 8,26: 19,81
Income tax expense 9,68 3,62¢ 7,42(
Net income $ 17,11« $ 4,64( 12,39:
Earnings per common share
Basic $ 494 $ 1.4¢ 4.2¢
Diluted $ 49z % 1.4¢ 4.11

See Notes to Consolidated Financial Statements.
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META FINANCIAL GROUP, INC.
AND SUBSIDIARIES
Consolidated Statements of Comprehensive Income
(Dollars in Thousands)

For theYears Ended

September 30
2012 2011 2010

Net income $ 17,11« $ 4,64C $ 12,39:
Other comprehensive incon

Change in net unrealized gains on securities alaifar sale 17,28( 9,46¢ 7,661

(Gains) realized in net income (13,759 (1,799 (2,140

3,52t 7,671 5,521

Deferred income tax effect 1,34¢ 2,93¢ 2,08¢

Total other comprehensive income 2,17 4,73 3,43

Total comprehensive income $ 19,29 $ 9371 $ 15,83(

See Notes to Consolidated Financial Statements.
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META FINANCIAL GROUP, INC.

AND SUBSIDIARIES

Consolidated Statements of Changes in Stockholdersguity
For the Years Ended September 30, 2010, 2011 andl20
(Dollars in Thousands, Except Share and Per Shat&) D

Accumulate:
Othel
Additional Comprehensiy Total
Commor Paic-in Retaine! (Loss) Treasur  Stockholder
Stock Capita Earning: Net of Ta Stock Equity
Balance, September 30, 20 $ 30 2355 % 31,62¢ $ (1,83 $ (6,029 $ 47,34¢
Cash dividends declared on common
stock ($.52 per shar - - (1,549 - - (1,542
Issuance of common shares from the
sales of equity securiti¢ 4 8,56: - - - 8,56
Issuance of 41,544 common shares fr
treasury stock due to exercise of sta
options - (249 - - 1,57¢ 1,33(
Stock compensatic - 51€ - - - 51€
Change in net unrealized losses on
securities available for sale, r - - - 3,431 - 3,431
Net income - - 12,39: - - 12,39:
Balance, September 30, 201 $ 34 32,38. % 42,478 $ 159¢ $ (4,449 $ 72,04«
Balance, September 30, 20 $ 34 32,38: % 42,47 $ 159¢ $ (4,445 $ 72,04«
Cash dividends declared on common
stock ($.52 per shar - - (1,62 - - (1,629
Issuance of common shares from the
sales of equity securiti¢ - - - - - -
Issuance of 13,776 common shares fr
treasury stock due to exercise of sta
options - (112) - - 687 57t
Stock compensatic - 202 - - - 202
Change in net unrealized gains on
securities available for sale, r - - - 4,737 - 4,73
Net income - - 4,64( - - 4,64(
Balance, September 30, 201 $ 34 32,47, % 45,49: % 6,33¢ $ (3,75¢) $ 80,57"
Balance, September 30, 2C $ 34 32,47. % 45,49: % 6,33¢ $ (3,758 $ 80,57"
Cash dividends declared on common
stock ($.52 per shar - - (1,837 - - (1,837)
Issuance of common shares from the
sales of equity securitie 22 45,99¢ - - - 46,02:

Issuance of 19,669 common shares fr
treasury stock due to exercise of st



options -
Stock compensatic -

Change in net unrealized gains on
securities available for sale, r -

Net income -

1,77¢

27

2,17

17,11

Balance, September 30, 201 $ 56

78,76¢

145,85!¢

See Notes to Consolidated Financial Statements.
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META FINANCIAL GROUP, INC.
AND SUBSIDIARIES
Consolidated Statements of Cash Flows
(Dollars in Thousands)

For the Years Ended September 3(

2012 2011 2010

Cash flows from operating activities:

Net income $ 17,11« $ 4,640 $ 12,39:
Adjustments to reconcile net income to net caskigeal by operating activitie:

Depreciation, amortization and accretion, 20,34¢ 9,75¢ 11,43«
Disbursement of nc¢-real estate consumer loans originated for (621,28Y (848,67)) (440,17
Proceeds from sale of n-real estate consumer loz 623,46¢ 848,55! 438,33
Disbursement of -4 family residential mortgage loans originated<ale - (2,370 (3,399
Proceeds from sale 0-4 family residential mortgage loa 36¢ 3,621 2,46¢€
Loss (gain) on sale of loa 7 (18¢) (83
Provision for loan losse 1,04¢ 27¢ 15,79:
Gain on sale of investments available for sale (13,759 (1,799 (2,140
(Gain) loss on other asst (1,019 10z 12z
Net change in accrued interest receivi (2,577) 62€ (415)
Goodwill impairment - 1,50¢ -
Net change in other ass: 4,65: 922 (1,93
Net change in accrued interest payz (46) (169) (55)
Net change in accrued expenses and other liabilitie 51,66: 5,034 2,22(
Net cash provided by operating activities 79,99( 21,85¢ 34,57(

Cash flows from investing activities:
Purchase of securities available for ¢ (1,393,84) (289,77) (437,309
Net change in federal funds s¢ - - 9
Proceeds from sales of securities available fa&r 678,83: 55,79 97,61(
Proceeds from maturities and principal repaymehseourities available for sa 217,98t 125,08! 197,34¢
Loans purchase (7,697 (5,820 (8,930
Net change in loans receival (11,729 53,85¢ 21,097
Proceeds from sales of foreclosed real e: 4,941 1,047 1,10¢
Federal Home Loan Bank stock purche (122,189 - -
Federal Home Loan Bank stock redempti 124,80t 54€ 1,767
Proceeds from the sale of premises and equip 25 98 1,15¢
Purchase of premises and equipn (4,127%) (1,8372) (2,34%)
Other, net (1,349 (2,939 (1,735
Net cash used in investing activitie (514,349 (63,94) (130,229

Cash flows from financing activities:
Net change in checking, savings, and money maeqebslts 253,97 273,67t 243,79t
Net change in time depos (15,799 (29,510 (92)
Repayment of FHLB and other borrowir - (22,000 (77,800
Net change in securities sold under agreemengptarchas: 18,34¢ (849) 2,21¢
Cash dividends pai (1,839 (1,627 (1,549
Stock compensatic 27 20z 51€
Proceeds from issuance of common stock 47,79¢ 57& 9,891
Net cash provided by financing activities 302,51( 231,47 176,99:
Net change in cash and cash equivaler (131,84) 189,39( 81,33
Cash and cash equivalents at beginning of year 276,89: 87,50: 6,16¢
Cash and cash equivalents at end of year $ 145,05. $ 276,89. $ 87,50
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META FINANCIAL GROUP, INC.
AND SUBSIDIARIES
Consolidated Statements of Cash Flows (Con't.)
(Dollars in Thousands)

For the Years Ended September 3(

2012 2011 2010
Supplemental disclosure of cash flow informatior
Cash paid during the year fc
Interest $ 3,60¢ $ 491¢ $ 6,04¢
Income taxe: 8,47¢ 3,25¢ 3,55¢
Supplemental disclosure of no-cash investing and financing activities
Net loans transferred to foreclosed real es $ 3247 $ 237C % 452

See Notes to Consolidated Financial Statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include ttmants of Meta Financial Group, Inc. (the “Company unitary savings and lo
holding company located in Storm Lake, lowa, arsdwholly owned subsidiaries which include MetaBdtile “Bank”), a federally chartere
savings bank whose primary federal regulator isGifice of the Comptroller of the Currency, Firstr8ices Financial Limited and Brookir
Service Corporation, which offer noninsured investinproducts. The Company also owns 100% of Midtvest Financial Capital Trust I (t
“Trust”), which was formed in July 2001 for the purpose etiisg trust preferred securities. The Trust isinoluded in the consolidated financ
statements of the Company. All significant intengany balances and transactions have been elirdinate

NATURE OF BUSINESS AND INDUSTRY SEGMENT INFORMATION

The primary source of income for the Company ieresgt from the purchase or origination of consunsemmercial, agriculture
commercial real estate, and residential real eftates. Additionally, a significant source of imee for the Company relates to payment proce
services for prepaid debit cards, ATM sponsorshifg other money transfer systems and services.Cbhgpany accepts deposits from custol
in the normal course of business primarily in naekt and central lowa and eastern South Dakotaardnational basis for the MPS division.
Company operates in the banking industry, whichoants for the majority of its revenues and assEte Company uses thananageme!
approach’for reporting information about segments in anrara interim financial statements. The managemgpitoach is based on the way
chief operating decisiomaker organizes segments within a company for ngakiperating decisions and assessing performaneporibli
segments are based on products and services, ghggiagal structure, management structure and aihgr manner in which managemnr
disaggregates a company. Based on the managepm@otah model, the Company has determined thaugmess is comprised of two repor
segments.

USE OF ESTIMATES IN PREPARING FINANCIAL STATEMENTS

The preparation of consolidated financial statement conformity with U.S. GAAP requires managemémtmake estimates a
assumptions that affect the reported amounts daftsisBabilities and disclosure of contingent assatd liabilities at the date of the finan
statements and the reported amounts of revenuexgrahses during the reporting period. Actual testould differ from those estimates. Cet
significant estimates include the allowance fornldasses, the valuation of goodwill and the failuea of securities and other finan
instruments. These estimates are reviewed by neamawgt regularly; however, they are particularlycepsible to significant changes in the future.

CASH AND CASH EQUIVALENTS AND FEDERAL FUNDS SOLD

For purposes of reporting cash flows, cash and egsivalents is defined to include the Compamgash on hand and due from finar
institutions and short-term interdstaring deposits in other financial institutioithe Company reports cash flows net for customen
transactions, securities purchased under agredmesgell, deposit transactions, securities sottbuagreements to repurchase, and FHLB adv
with terms less than 90 days. The Bank is requicethaintain reserve balances in cash or on depa8itthe FRB, based on a percentag
deposits. The total of those reserve balancesb&@&smillion and $1.4 million at September 30, 2@t2l 2011, respectively. The Company at t
maintains balances in excess of insured limitsaaious financial institutions including the FHLE)et FRB, and other private institutions.
September 30, 2012 the Company had no interesingedeposits held at the FHLB and $128.1 millioninterest bearing deposits held at
FRB. At September 30, 2012 the Company had naddlends sold. The Company does not believe tivesteuments carry a significant risk
loss, but cannot provide assurances that no lessgd occur if these institutions were to beconsoivent.
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SECURITIES

The Company classifies all securities as avail&iesale. Available for sale securities are thimeeCompany may decide to sell if nee
for liquidity, assetiability management or other reasons. Availalledale securities are reported at fair value, wéhunrealized gains and los
reported as other comprehensive income or lossaparate component of stockholders’ equity, nédaf

Gains and losses on the sale of securities arendiet=d using the specific identification method dth®n amortized cost and are refle
in results of operations at the time of sale. rgge and dividend income, adjusted by amortizatibrpurchase premium or discount over
estimated life of the security using the level giglethod, is included in income as earned.

Securities Impairment

Management continually monitors the investment sgcportfolio for impairment on a security by seity basis and has a process in p
to identify securities that could potentially haveredit impairment that is other-thtemporary. This process involves the length of tand exter
to which the fair value has been less than the iredr cost basis, review of available informatie@garding the financial position of the iss
monitoring the rating of the security, cash flowpjections, and the Company's intent to sell a sgcor whether it is more likely than not 1
Company will be required to sell the security beftite recovery of its amortized cost which, in sarases, may extend to maturity. To the e
the Company determines that a security is deemée mther-thatemporarily impaired, an impairment loss is recagdi If the Company inten
to sell a security or it is more likely than noattthe Company would be required to sell a seclmitfpre the recovery of its amortized cost,
Company recognizes an other-tt@mporary impairment for the difference between @ized cost and fair value. If the Company doesexqtec
to recover the amortized cost basis, does nottplaell the security and if it is not more likelyah not that the Company would be required tc
the security before the recovery of it amortizedtcthe recognition of the other-thgemporary impairment is bifurcated. For those séesr the
Company separates the total impairment into a chesé component recognized in net income, andaiheunt of the loss related to other facto
recognized in other comprehensive income, neta@fsa

The amount of the credit loss component of a detdrsty impairment is estimated as the differenetvieen amortized cost and the pre
value of the expected cash flows of the securitye Present value is determined using the best ainf cash flows discounted at the effec
interest rate implicit to the security at the dat@urchase or the current yield to accrete antabaeked or floating rate security. In fiscal 2012
2011, there was no other-than-temporary impairntenbrded. In fiscal 2010, the other-th@mporary impairment recorded against the
preferred securities was $350,000, which was rexcbial the other expenses line on the statememierations.

LOANS RECEIVABLE
Loans receivable that management has the intenthitity to hold for the foreseeable future or umtiaturity or payeff are reported .
their outstanding principal balances reduced byatlmvance for loan losses and any deferred feessts on originated loans.

MPS has strived to offer consumers innovative paytnpeoducts, including credit products. Most ctgatoducts have fallen into one
two general categories: (1) sponsorship lending(@hgortfolio lending. In a sponsorship lendingdel, MPS typically originates loans and ¢
(without recourse) the resulting receivables todtiparty investors equipped to take the associatedit risk. MPS$ sponsorship lending progra
are governed by the Policy for Sponsorship Lendavhich has been approved by the Board of Directér®ortfolio Credit Policy which has be
approved by the Board of Directors governs poutfaliedit initiatives undertaken by MPS, whereby@wnpany retains some or all receivables
relies on the borrower as the underlying sourceepiayment. Several portfolio lending programs diswe a contractual provision that
indemnified MPS and the Bank for credit losses thatt or exceed predetermined levels. Such a amogarries additional risks not commc
found in sponsorship programs, specifically fundargl credit risk. Therefore, MPS has strived t@lem policies, procedures, and informai
systems that are commensurate with the added midlexposure. Due to supervisory directives isdnedur regulator, an MPS lending program -
iAdvance —was eliminated effective October 13, 2010. In &ddj our third party relationship programs haveerbdimited to third pari
relationships in existence at the time the dirediwere issued, absent prior approval to engagevinrelationships. For additional discussion
“Regulation - Bank Supervision & Regulation — Cants®rders and Related Matters.”
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Interest income on loans is accrued over the tdrtheoloans based upon the amount of principaltanting except when serious dc
exists as to the collectibility of a loan, in whichse the accrual of interest is discontinuederé&st income is subsequently recognized only t
extent that cash payments are received until, inagamens judgment, the borrower has the ability to maketre@tual interest and princij
payments, in which case the loan is returned touatstatus.

Loan fees and certain direct loan origination cests deferred, and the net fee or cost is recodrazean adjustment to interest inct
using the interest method.

As part of the Company's ongoing risk managemeattiges, management attempts to work with borrowsdrsn necessary to extenc
modify loan terms to better align with their currebility to repay. Extensions and modificationsldans are made in accordance with inte
policies and guidelines which conform to regulatgnydance. Each occurrence is unique to the bomrawd is evaluated separately. In a situ:
where an economic concession has been grantebdo@wver that is experiencing financial difficultye Company identifies and reports that
as a troubled debt restructuring ("TDR"). Managem@mnsiders regulatory guidelines when restructutimans to ensure that prudent lent
practices are followed. As such, qualificationemnita and payment terms consider the borrower'ssotuand prospective ability to comply with
modified terms of the loan. Additionally, the Compastructures loan modifications with the intensbengthening repayment prospects.

The Company considers whether a borrower is exparig financial difficulties, as well as whethercancession has been granted
borrower determined to be troubled, when determgimihether a modification meets the criteria of gaanTDR. For such purposes, evidence w
may indicate that a borrower is troubled includesong other factors, the borrower's default on,délet borrower's declaration of bankruptc
preparation for the declaration of bankruptcy, lberower's forecast that entigpecific cash flows will be insufficient to servitee related debt,
the borrower's inability to obtain funds from sasmther than existing creditors at an effectiverast rate equal to the current market interes
for similar debt for a notroubled debtor. If a borrower is determined tareeibled based on such factors or similar evideaanncession will t
deemed to have been granted if a modification efténms of the debt occurred that management woatidtherwise consider. Such concess
may include, among other modifications, a reductibthe stated interest for the remaining origiifal of the debt, an extension of the maturity
at a stated interest rate lower than the curremketaate for new debt with similar risk, a redoatiof accrued interest, or a reduction of the
amount or maturity amount of the debt.
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Loans that are reported as TDRs apply the identicdria in the determination of whether the Iadould be accruing or nonaccrui
Typically, the event of classifying the loan as@Rdue to a modification of terms is independeatrfithe determination of accruing interest
loan.

Generally, when a loan becomes delinquent 90 daysooe or when the collection of principal or irgst becomes doubtful, the Comp
will place the loan on a noaecrual status and, as a result, previously acdntedest income on the loan will be charged taentrincome. Tt
loan will remain on a non-accrual status until lthen becomes current.

MORTGAGE SERVICING AND TRANSFERS OF FINANCIAL ASSET S

The Bank sells residential mortgage loans to otl@rsa norrecourse basis. Sold loans are not included inctivesolidated financi
statements. The Bank generally retains the rigisetvice the sold loans for a fee. At SeptembBe2812 and 2011, the Bank was servicing |
for others with aggregate unpaid principal balarafe®l4.5 million and $24.8 million, respectively.

ALLOWANCE FOR LOAN LOSSES

The allowance for loan losses represents manag&nestimate of probable loan losses which have bemnred as of the date of 1
consolidated financial statements. The allowameddan losses is increased by a provision for llmeses charged to expense and decreas
charge-offs (net of recoveries). Estimating th& 1§ loss and the amount of loss on any loan isssarily subjective. Managemenperiodil
evaluation of the adequacy of the allowance is dasethe Companyg’ past loan loss experience, known and inherekd nisthe portfolio, adver:
situations that may affect the borrowegbility to repay, the estimated value of any ulyiteg collateral, and current economic conditiokighile
management may periodically allocate portions efdlowance for specific problem loan situatiofig éntire allowance is available for any |
charge-offs that occur.

Loans are considered impaired if full principal mterest payments are not probable in accordandé the contractual lo:
terms. Impaired loans are carried at the presaloewvof expected future cash flows discounted etdhns effective interest rate or at the fair ve
of the collateral if the loan is collateral depenideA portion of the allowance for loan lossesliscated to impaired loans if the value of sucmk
is deemed to be less than the unpaid balance.

The allowance consists of specific, general, arallocated components. The specific componenteglat impaired loans. For such loi
an allowance is established when the discounteld taws (or collateral value or observable marketq) of the impaired loan is lower than
carrying value of that loan. The general comporoaviers loans not considered impaired and is baseklistorical loss experience adjusted
qualitative factors. An unallocated component &ntained to cover uncertainties that could affeahagemens estimate of probable losses.
unallocated component of the allowance reflectsntlaegin of imprecision inherent in the underlyingsamptions used in the methodologies
estimating specific and general losses in the platf

Smallerbalance homogenous loans are collectively evalufatednpairment. Such loans include residentidtfmortgage loans secu
by one-tofour family residences, residential constructiorans, and automobile, manufactured homes, homeyegumitl second mortga
loans. Commercial and agricultural loans and nam#gloans secured by other properties are evaliadaddually for impairment. When analy
of borrower operating results and financial comditindicates that underlying cash flows of the baer’s business are not adequate to meet its
service requirements, the loan is evaluated formimpent. Often this is associated with a delaglartfall in payments of 90 days or more. Non-
accrual loans are considered impaired. Impairaddpor portions thereof, are charged off when @gleunmcollectible.
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FORECLOSED REAL ESTATE AND REPOSSESSED ASSETS

Real estate properties and repossessed asseteedciuough, or in lieu of, loan foreclosure ariiafly recorded at fair value less sell
costs at the date of foreclosure, establishingva cast basis. Any reduction to fair value from tiarying value of the related loan at the tim
acquisition is accounted for as a loan loss andgelthagainst the allowance for loan losses. Viloatare periodically performed by manager
and valuation allowances are increased througlaegehto income for reductions in fair value or @ases in estimated selling costs.

INCOME TAXES

The Company records income tax expense based cemtbant of taxes due on its tax return plus defetages computed based on
expected future tax consequences of temporaryréiftes between the carrying amounts and tax bdsessets and liabilities, using enacted
rates. Deferred tax assets are reduced by a i@lugtowance when, in the opinion of managemaerns more likely than not that some portior
all of the deferred tax assets will not be realized

In accordance with ASC 748ccounting for Uncertainty in Income Taxethe Company recognizes a tax position as a kevf if it is
more likely than not that the tax position would daestained in a tax examination, with a tax exationabeing presumed to occur. The amu
recognized is the largest amount of tax benefit ihgreater than 50% likely of being realized ugxamination. For tax positions not meeting
more likely than not test, no tax benefit is re@mtd The Company recognizes interest and/or pepaltilated to income tax matters in income
expense.

PREMISES, FURNITURE, AND EQUIPMENT

Land is carried at cost. Buildings, furniture,téires, leasehold improvements and equipment anéedaat cost, less accumula
depreciation and amortization computed principbifyusing the straightne method over the estimated useful lives ofdhsgets, which range fr
10 to 40 years for buildings, and 3 to 10 yearddasehold improvements, and for furniture, fixtuead equipment. These assets are review
impairment when events indicate the carrying amaneny not be recoverable.

TRANSFERS OF FINANCIAL ASSETS

Transfers of financial assets are accounted feales when control over the assets has been sareghdControl over transferred asse
deemed to be surrendered when (1) the assets kawveldgally isolated from the Company, (2) the dfaree obtains the right (free of conditi
that constrain it from taking advantage of thahtjgo pledge or exchange the transferred asseds(3) the Company does not maintain effec
control over the transferred assets through areaggat to repurchase them before their maturity.

BANK-OWNED LIFE INSURANCE
Bank-owned life insurance represents the cash surrevadae of investments in life insurance contradsrnings on the contracts
based on the earnings on the cash surrender Vedsanortality costs.

EMPLOYEE STOCK OWNERSHIP PLAN (ESOP)

The cost of shares issued to the ESOP, but notli@tated to participants, are presented in thesaafated statements of finant
condition as a reduction of stockholdegsjuity. Compensation expense is recorded baseldeomarket price of the shares as they are comnti
be released for allocation to participant accourite difference between the market price and tsé @fosshares committed to be released is rec:
as an adjustment to additional pa&ideapital. Dividends on allocated ESOP sharesecerded as a reduction of retained earnings. dBids o
unallocated shares are used to reduce the acartggdst and principal amount of the ES®®an payable to the Company. At September 307
and 2011, all shares in the ESOP were allocated.
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FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK
The Company, in the normal course of business, mmakexmitments to make loans which are not reflestetie consolidated financ
statements.

GOODWILL AND INTANGIBLE ASSETS
Goodwill and certain intangible assets are not éimext but are subject to an impairment test att lansually or more often if conditio
indicate a possible impairment.

SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

The Company enters into sales of securities under aggets to repurchase with primary dealers only, Wwipiovide for the repurchase
the same security. Securities sold under agreenmeméepurchase identical securities are collaalby assets which are held in safekeeping i
name of the Bank or by the dealers who arrangedréimsaction. Securities sold under agreementsporchase are treated as financings, ar
obligations to repurchase such securities areatefieas a liability. The securities underlying #greements remain in the asset accounts
Company.

REVENUE RECOGNITION

Interest revenue from loans and investments isgrdized on the accrual basis of accounting as teedst is earned according to the te
of the particular loan or investment. Income froamvice and other customer charges is recognizezhaged. Card fee revenue within the I
division is recognized as services are performetsanvice charges are earned in accordance wittettins of the various programs.

EARNINGS PER COMMON SHARE (EPS)

Basic EPS is based on the net income divided bytighted average number of common shares outsigidiring the period. Allocat
ESOP shares are considered outstanding for earpergsommon share calculations, as they are coemhtitt be released; unallocated ESOP s
are not considered outstanding. Diluted EPS shbeslilutive effect of additional potential commsimares issuable under stock option plans.

COMPREHENSIVE INCOME

Comprehensive income consists of net income aner @bmprehensive income. Other comprehensive irdaciudes the change in
unrealized gains and losses on securities avaifalesale, net of reclassification adjustments #nd effects, and is recognized as a sep
component of stockholders’ equity.

STOCK COMPENSATION

Compensation expense for share based awards igleelcover the vesting period at the fair valuehaf &ward at the time of grant. ~
exercise price of options or fair value of nonvdsshares granted under the Comparipcentive plans is equal to the fair market vadiehe
underlying stock at the grant date. The Compasyrass no projected forfeitures on its stock basespensation, since actual historical forfei
rates on its stock based incentive awards has egligible.

NEW ACCOUNTING PRONOUNCEMENTS

Accounting Standards Update No. 2010-20,Disclosures about the Credit Quality of FinancingeReivables and the Allowance 1
Credit Losses” (ASC Topic 310).

This ASU required significant new disclosures altbatallowance for credit losses and the creditityuaf financing receivables. The requireme
are intended to enhance transparency regarding tweses and the credit quality of loan and leaseivables. Under this guidance, the allow
for credit losses and the recorded investmentansaeceivable are to be disclosed by portfolioreed, while credit quality information, impait
financing receivables and nonaccrual status abetpresented by class of financing receivable clbssire of the nature and extent, along witt
financial impact of restructured loans is also el The disclosures are to be presented aetred bf disaggregation that management uses
assessing and monitoring the portfadisisk and performance. The Company adopted fidate effective in the first quarter of fiscal 20d4rid th
adoption did not have a material effect on the Camyfs consolidated financial condition, resultopgrations or cash flow.
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Accounting Standards Update No. 2011-0%,Deferral of the Effective Date of Disclosures abotitoubled Debt Restructurings
Update No. 2010-20" (ASC Topic 310).

This ASU modified the effective date of complianwigh disclosure requirements related to troublebt destructure reporting previously indice
in ASU 201020. The new effective date for disclosing the memitroubled debt restructuring information is foterim and annual periods end
after June 15, 2011. The Company adopted thistepftective in the fourth quarter of fiscal 20Iidahe adoption did not have a material e
on the Company’s consolidated financial conditi@sults of operations or cash flow.

Accounting Standards Update No. 2011-02 Receivables (Topic 310): A CreditsrDetermination of Whether a Restructuring Is
Troubled Debt Restructuring.

This ASU amends guidance for evaluating whetherd¢iséructuring of a receivable by a creditor isaubled debt restructuring (TDR). The A
responds to concerns that creditors are incongligtepplying existing guidance for identifying TDR&SU 201102 was effective for a public ent
for the first interim or annual period beginning onafter June 15, 2011. Retrospective applicaiBorequired for restructurings occurring ot
after the beginning of the fiscal year of adoptfon purposes of identifying and disclosing TDRsow¢ver, an entity should apply prospecti
changes in the method used to calculate impairroemeceivables. At the same time it adopts ASU12l8, a public entity will be required
disclose the activity-based information about TR was previously deferred by ASU No. 2011-D#ferral of the Effective Date of Disclosu
about Troubled Debt Restructurings in Update Nol@®Q@0. The Company adopted ASU 20@2-for the interim and annual period enc
September 30, 2011. The adoption did not have tarraheffect on the Comparsg/consolidated financial condition, results of @gpens, or cas
flow.

Accounting Standards Update No. 2011-03;ransfers and Servicing (Topic 860): Reconsideatiof Effective Control for Repurchas
Agreements

This ASU applies to all entities that enter intaesgnents to transfer financial assets that botileeaind obligate the transferor to repurchas
redeem the financial assets before their maturépq arrangements). It focuses the transferassessment of effective control on its contra
rights and obligations by removing the requirenterdissess its ability to exercise those rightsomoh those obligations. The ASU is effective
the first interim or annual period beginning onafter December 15, 2011. It is effective prospetyi for transactions or modifications of exisi
transactions that occur on or after the effectiated The Company adopted ASU 203 for the interim period ending December 31, 28ad th:
adoption did not have a material effect on the Camyfs consolidated financial condition, resultopgrations or cash flow.

Accounting Standards Update No. 2011-04fair Value Measurement (Topic 820): Amendments Azhieve Common Fair Valu
Measurement and Disclosure Requirements in U.S. GA&nd IFRSs.
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This ASU was issued concurrently with IFRS E3jr Value Measurementgo provide largely identical guidance about faitue measurement ¢
disclosure requirements. The new standards dextend the use of fair value but, rather, providielgnce about how fair value should be apj
where it already is required or permitted under$Fi® U.S. GAAP. For U.S. GAAP, most of the changesclarifications of existing guidance
wording changes to align with IFRS 13.

A public entity is required to apply the ASU prostieely for interim and annual periods beginningeafDecember 15, 2011. Ee
adoption is not permitted. In the period of adoptia reporting entity is required to disclose arge, if any, in valuation technique and rel
inputs that result from applying the ASU and to mfifg the total effect, if practicable. The Compaadopted ASU 20104 for the interim peric
ending March 31, 2012 and the adoption did not leweaterial effect on the Compasyconsolidated financial condition, results of @piens, o
cash flow.

Accounting Standards Update No. 2011-0%;omprehensive Income (Topic 220): PresentationrGafmprehensive Income.

This ASU increases the prominence of other compr&fie income in financial statements. Under th&lAan entity has the option to presen
components of net income and comprehensive incaneéthier one or two consecutive financial stateseiihe ASU eliminates the option in U
GAAP to present other comprehensive income in thtement of changes in equity.

For a public entity, the ASU was effective for isgears, and interim periods within those yeaegjifining after December 15, 2011.
Company will adopt ASU 2011-05 for the interim periending December 31, 2012.

Accounting Standards Update No. 2011-08ntangibles—Goodwill and Other” (ASC Topic 350): dsting Goodwill for Impairment.

The objective of this ASU is to simplify how engisi test goodwill for impairment. This ASU addsualgative analysis to step one of the tetef
process, which enables the Company to qualitatidelermine if it is more likely than not that therfvalue of a reporting unit is less thar
carrying amount, and if not, forego the tst@p goodwill impairment test. The guidance i®e&ffe for annual and interim goodwill impairm
tests performed for fiscal years beginning aftecédeber 15, 2011, but early adoption is permitt€de Company anticipates adopting this AS
the first quarter of fiscal 2013 and does not ekpiee adoption to have a material effect on the gamy’s consolidated financial condition, res
of operations or cash flow.
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NOTE 2. EARNINGS PER COMMON SHARE (EPS)

A reconciliation of the net income and common stekbkre amounts used in the computation of basidanidd EPS for the fiscal ye:

ended September 30, 2012, 2011 and 2010 is prelseei@wy.

2012 2011 201(
(Dollars in Thousands, Except Share and Per Shatra
Earnings
Net income $ 17,11¢  $ 464C $ 12,39:
Basic EPS
Weighted average common shares outstar 3,460,87 3,116,30: 2,936,39
Less weighted average nonvested shares - (1,667) (3,329
Weighted average common shares outstanding 3,460,87 3,114,63! 2,933,06:
Earnings Per Common Share
Basic $ 494 % 14¢  $ 4.2
Diluted EPS
Weighted average common shares outstanding fot kasnings per common sh: 3,460,87 3,114,63! 2,933,06!
Add dilutive effect of assumed exercises of stogtiams, net of tax benefits 19,60 1,23¢ 79,73:
Weighted average common and dilutive potential room shares outstanding 3,480,47! 3,115,87. 3,012,80.
Earnings Per Common Share
Diluted $ 49z % 14¢  $ 4.11

Stock options totaling 308,351, 365,488, and 10%,&8re not considered in computing diluted earnipgiscommon share for the ye

ended September 30, 2012, 2011, and 2010, resplgctdecause they were not dilutive.
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NOTE 3. SECURITIES

Securities available for sale were as follows git&maber 30,

GROS< GROSE<
AMORTIZED UNREALIZED UNREALIZED FAIR
2012 COST GAINS (LOSSES VALUE

(Dollars in Thousands
Debt securitie!

Trust preferred and corporate securi $ 67,61F $ 1,39¢ $ (3,517) $ 65,49:
Asset backed securitis 40,82¢ 49¢€ - 41,32¢
Agency securitie 39,26¢ 201 - 39,467
Small Business Administration securit 19,93¢ - (25) 19,91«
Obligations of states and political subdivisic 12,59 56C - 13,15¢
Non-bank qualified obligations of states and politisabdivisions 254,78 1,48 (38]) 255,89!
Mortgage-backed securities 667,87t 13,59% (31 681,44:
Total debt securities $ 1,102,90¢ $ 17,74C $ (3,959 $ 1,116,69
GROSS GROSS
AMORTIZED UNREALIZED UNREALIZED FAIR
2011 COST GAINS (LOSSES VALUE

(Dollars in Thousands
Debt securitie:

Trust preferred and corporate securi $ 30,58: $ - $ (8,470 $ 22,11:
Obligations of states and political subdivisic 5,93 281 - 6,21¢
Mortgage-backed securities 572,46 18,59: (140 590,91t
Total debt securities $ 608,98¢ $ 1887 $ (8,610 $ 619,24

Included in securities available for sale are tpreferred securities as follows:

At September 30, 201!

Unrealized S&P Moody's
Issuer @) Book Value Fair Value Gain (Loss) Credit Rating Credit Rating
(Dollars in Thousands)
Key Corp. Capital $ 4,98: $ 3817 $ (1,166) BBB- Baa3
Huntington Capital Trust Il S 4,97¢ 3,54( (1,439 BB+ Baa3
PNC Capital Trust 4,95¢ 4,107 (849 BBB Baa2
Total $ 14,91: $ 11,46: $ (3,449

(1) Trust preferred securities are single-issuarideere are no known deferrals, defaults or exsebsrdination.
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At September 30, 201:

Unrealized S&P Moody's
Issuer ) Book Value Fair Value Gain (Loss) Credit Rating Credit Rating
(Dollars in Thousands)
Key Corp. Capital $ 498. $ 3,30C $ (1,682 BB Baa3
Huntington Capital Trust I S 4,972 3,35( (1,627) BB- Bal
Bank Boston Capital Trust @ 4,96¢ 2,99¢ (1,96¢) BB+ Bal
Bank America Capital Il 4,95¢ 3,10C (1,859 BB+ Bal
PNC Capital Trust 4,954 3,65( (1,304 BBB Baa2
Total $ 24827 $ 16,39¢ $ (8,42¢)

(1) Trust preferred securities are single-issuarideere are no known deferrals, defaults or exsebsrdination.
(2) Bank Boston now known as Bank of America.

Management has a process to identify securitigsciinadd potentially have a credit impairment thabther-thartemporary. This proce
involves evaluating the length of time and extenivhich the fair value has been less than the amedrcost basis, reviewing available informa
regarding the financial position of the issuer, itamng the rating of the security, and projecticash flows. Other factors, but not necessaril
considered are: that the risk of loss is minimiaed easier to determine due to the singgeer, rather than pooled, nature of the secsyitle
financial condition of the issuers listed, and viieetthere have been any payment deferrals or defedate. Such factors are subject to chi
over time.

Management also determines if it is more likelynttmmt we will be required to sell the security brefthe recovery of its amortized ¢
basis which, in some cases, may extend to matdritythe extent we determine that a security is déekto be other-thatemporarily impaired, ¢
impairment loss is recognized.

For all securities that are considered temporéamilyaired, the Company does not intend to sell tisesarities (has not made a decisic
sell) and it is not more likely than not that then@pany will be required to sell the security befogeovery of its amortized cost basis, which
occur at maturity. The Company believes that it @allect all principal and interest due on all @stments that have amortized cost in excess ¢
value that are considered only temporarily impaired
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Gross unrealized losses and fair value, aggregayethvestment category and length of time that\hial securities have been
continuous unrealized loss position at Septembg2@02 and 2011 are as follows:

LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealizec Fair Unrealized Fair Unrealized
2012 Value (Losses Value (Losses Value (Losses

(Dollars in Thousands
Debt securitie!

Trust preferred and corporate securi $ - % - % 14,39%¢ $ (351) $ 14,39¢ $ (3,519
Small Business Administration
securities 19,91« (25) - - 19,91« (25)
Non-bank qualified obligations of
states and political subdivisio 55,56¢ (38]) - - 55,56¢ (38))
Mortgage-backed securities 28,73: (31) - - 28,73: (31)
Total debt securities $ 104,21 $ (437) $ 14,39¢ $ (3517) $ 118,61( $ (3,954
LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealizec Fair Unrealized Fair Unrealized
2011 Value (Losses Value (Losses Value (Losses

(Dollars in Thousands
Debt securitie:

Trust preferred and corporate securi $ 571:  $ 42 $ 16,39¢ $ (8,42¢) $ 22,11: $ (8,47()
Mortgage-backed securities 23,88¢ (140 - - 23,88¢ (140
Total debt securities $ 2959¢ $ (182 $ 16,39¢ $ (8,429 $ 45,99t $ (8,610)

As of September 30, 2012, the investment portfioleuded securities with current unrealized lossbih have existed for longer than «
year. All of these securities are considered tadeeptable credit risks. Because the declindaiinvalue were due to changes in market int
rates, not in estimated cash flows, no other-tleampbrary impairment was recorded at September@(® and 2011.

The amortized cost and fair value of debt securitig contractual maturity are shown below. Certanurities have call features wt
allow the issuer to call the security prior to nréju Expected maturities may differ from contraat maturities in mortgagleacked securitie
because borrowers may have the right to call opgyreobligations with or without call or prepaymerenalties. Therefore, mortgabaeket
securities are not included in the maturity categpin the following maturity summary.

AMORTIZED FAIR
COST VALUE

September 30, 201 (Dollars in Thousands
Due in one year or le: $ 10C $ 101
Due after one year through five ye 19,06¢ 19,55
Due after five years through ten ye 150,09! 151,70:
Due after ten years 265,76¢ 263,89!
435,03( 435,25(
Mortgage-backed securities 667,87t 681,44
Total debt securities $ 110290 $ 1,116,69:
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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

Activities related to the sale of securities ava#afor sale are summarized below.

Proceeds from sale
Gross gains on sali
Gross losses on sal

NOTE 4. LOANS RECEIVABLE, NET

Year end loans receivable were as follows:

One to four family residential mortgage lo¢

One to four family residential mortgage loans Heldsale
Commercial and mu-family real estate loar
Agricultural real estate loar

Consumer loan

Consumer loans held for st

Commercial operating loai

Agricultural operating loans

Total Loans Receivabl

Less:

Allowance for loan losse

Net deferred loan origination fees
Total Loans Receivable, Net

AMORTIZED FAIR
COST VALUE
(Dollars in Thousands
$ 448 $ 45¢
7,022 7,03¢
2,23i 2,31(
26,81: 18,52«
36,51¢ 28,33(
572,46 590,91¢
$ 608,98( $ 619,24¢
2012 2011 201(
(Dollars in Thousands
678,83. $ 55,79. $ 97,61(
15,42¢ 1,79¢ 2,22¢
1,671 - 84

121

September 30, 201 September 30, 201

(Dollars in Thousands

$ 49,13 $ 33,75:
- 37E

191,90! 194,41

19,86: 20,32(

32,83¢ 32,41¢

- 1,98(

16,45: 14,95t

20,98: 21,20(

331,17: 319,41!

(3,97)) (4,926

(219) (79)

$ 326,98. $ 314,411
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Annual activity in the allowance for loan lossessvea follows:

Year ended September 3C 2012 2011 201(
(Dollars in Thousand:s

Beginning balanc $ 4,92¢ $ 523¢ % 6,99:

Provision (recovery) for loan loss 1,04¢ 27¢ 15,79:

Recoveries 99 521 1,85t

Loan charge offs (2,103 (1,107 (19,409

Ending balance $ 3,971 $ 492¢ $ 5,23¢

Allowance for Loan Losses and Recorded Investmelddns at September 30, 2012 and 2011 are asviollo

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

Year Ended September 30, 20:

Allowance for loan losses

Beginning balanc $ 165 $ 3,901 $ -9 16 $ 3€ $ 67 $ 741 8 4,92¢
Provision (recovery) for loan
losses 30 1,26¢€ 1 (12) 9 (117 (129 1,04¢
Loan charge off: (©) (2,099 - (6) - - - (2,109
Recoveries 1 40 - 4 4 50 - 99
Ending balance $ 195 $ 3,11 $ 13 33 49 $ -9 61z $ 3,971

Ending balance: individually

evaluated for impairment $ 16 $ 34€ $ -$ -3 1$ -$ -9 36°
Ending balance: collectively

evaluated for impairment $ 177 $ 2,767 $ 13 33 48 $ -$ 612 $ 3,60¢
Loans:
Ending balance: individually

evaluated for impairment $ 352 $ 8,81t $ -$ 13 17 $ -$ -$ 9,18t
Ending balance: collectively

evaluated for impairment $ 48,78. % 183,09( $ 19,86: % 32,83 $ 16,43t $ 20,98. $ - $ 321,98t

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

Year Ended September 30, 20:

Allowance for loan losses

Beginning balanc $ 50 $ 3,05: $ 111 $ 73¢ $ 131 $ 125 $ 1,02¢ $ 5,23¢

Provision (recovery) for loan

losses 344 807 (111) (367) (52) (58) (285) 27¢

Loan charge off: (229) (62) - (779 (43 - - (1,20%)

Recoveries - 10z - 41¢ - - - 521
Ending balance $ 165 $ 3,901 $ -9 1€ $ 36 $ 67 $ 741 $  4,92¢
Ending balance: individually

evaluated for impairment $ 13 1,84 $ -9 -$ 3% -$ -3 1,84¢
Ending balance: collectively

evaluated for impairment $ 164 $ 2,05¢ $ -$ 16 $ 33 % 67 $ 741 $ 3,07%
Loans:
Ending balance: individually

evaluated for impairment $ 127 $ 13,02 $ -$ -$ 30 % -$ - $ 13,18:

Ending balance: collectively
evaluated for impairment $ 3392: % 181,38¢ $ 20,32( $ 34,39¢ $ 14,92 $ 21,200 $ - $ 306,15
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The asset classification of loans at Septembe2@02 and 2011, which excludes loans held for sateas follows:

September 30, 201

Commercial anc

1-4 Family Multi-Family Agricultural Commercial  Agricultural
Residential Real Estate Real Estate Consumer Operating Operating Total
Pass $ 48,56¢ $ 167,69 $ 19,78: $ 32,837 % 16,03¢ $ 20,98 $ 305,90(
Watch 22¢ 12,93. 78 - - - 13,23¢
Special Mentior 15 3,73( - - 39¢ - 4,14¢
Substandar 29t 7,54¢ - 1 17 - 7,85¢
Doubtful 30 - - - - - 3C
$ 49,13¢ $ 191,90! $ 19,86: $ 32,83t $ 16,45. $ 20,98 $ 331,17:
September 30, 201.
Commercial anc
1-4 Family Multi-Family Agricultural Commercial  Agricultural
Residential Real Estate Real Estate Consumer Operating Operating Total
Pass $ 33,83 % 161,10¢ $ 20,32( % 3196 $ 13,737 $ 14,50C $ 275,46:
Watch 281 10,44¢ - 31¢ 91z 6,70( 18,65¢
Special Mentior 17 3,00¢ - 38 53 - 3,11¢
Substandar - 19,82° - 60 252 - 20,13¢
Doubtful - 26 - 35 - - 61
$ 34,12¢  $ 194,41 $ 20,32( % 32,41¢  $ 1495 § 21,200 $ 317,43

Generally, when a loan becomes delinquent 90 daysooe or when the collection of principal or irgst becomes doubtful, the Comp
will place the loan on a nomecrual status and, as a result, previously acdntedest income on the loan is charged againsentiincome. TF
loan will remain on a noaccrual status until the loan establishes satsfagtayment performance. Past due loans at SepteB@h 2012 and 20

are as follows:

30-59 6C-89 Total Non- Total
Days Days  Greater Than Past Accrual Loans
September 30, 201 Past Due Past Due 90 Days Due Current Loans  Receivable
Residential -4 Family $ - % -3 - 3 - $ 48827 % 307 $ 49,13
Commercial Real Estate and M-Family - - - - 190,48: 1,42 191,90!
Agricultural Real Estat - - - - 19,86 - 19,86
Consume 21 16 63 10C 32,73¢ - 32,83¢
Commercial Operatin - - - - 16,43« 18 16,45:
Agricultural Operating - - - - 20,98: - 20,98:
Total $ 21 $ 16 $ 63 $ 10C _$329,320 $ 1,748 $ 331,17
September 30, 201
Residential -4 Family $ 51 $ 30 $ - $ 81 $ 3392( $ 127 $ 34,12¢
Commercial Real Estate and M-Family 2,46( - - 2,46( 178,92¢ 13,02¢ 194,41
Agricultural Real Estat - - - - 20,32( - 20,32(
Consume 26 14 24 64 32,35¢ - 32,41¢
Commercial Operatin - - - - 14,92t 30 14,95t
Agricultural Operating - - - - 21,20( - 21,20(
Total $ 2531 % 44  $ 24 $ 2,60t $301.64¢ $ 13,187 $ 317,43!
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Impaired loans at September 30, 2012 and 201 1sdi@laws:

September 30, 201

Loans without a specific valuation allowar
Residential -4 Family
Commercial Real Estate and M-Family
Agricultural Real Estat
Consume
Commercial Operatin
Agricultural Operating

Total

Loans with a specific valuation allowan
Residential -4 Family
Commercial Real Estate and M-Family
Agricultural Real Estat
Consume
Commercial Operatin
Agricultural Operating

Total

September 30, 201.

Loans without a specific valuation allowar
Residential -4 Family
Commercial Real Estate and M-Family
Agricultural Real Estat
Consume
Commercial Operatin
Agricultural Operating

Total

Loans with a specific valuation allowan
Residential -4 Family
Commercial Real Estate and M-Family
Agricultural Real Estat
Consume
Commercial Operatin
Agricultural Operating

Total

Unpaid
Recorded Principal Specific
Balance Balance Allowance
$ - $ - $ =
$ - 8 - 8 =
$ 352 % 39 $ 16
8,81t 12,707 34¢€
1 1 -
17 32 1
$ 9,18t $ 13,13 $ 362
Unpaid
Recorded Principal Specific
Balance Balance Allowance
$ - $ - $ =
$ - $ - $ =
$ 127 % 172 $ 1
13,02t 18,421 1,84
30 45 3
$ 13,18: $ 18,64 $ 1,84¢

Cash interest collected on impaired loans was ratéral during the years ended September 30, 204 2@11.
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The following table provides the average recorde@stment in impaired loans for the years endedeSgger 30, 2012 and 2011.

Year Ended September 30

2012 2011
Average Average

Recorded Recorded

Investment Investment
Residential -4 Family $ 177 $ 117
Commercial Real Estate and M-Family 13,53¢ 9,30¢
Agricultural Real Estat - 1,17¢
Consume 4 36
Commercial Operatin 74 10¢
Agricultural Operating - 80
Total $ 13,78¢ $ 10,82

For fiscal 2012 and 2011, the Companyroubled debt restructurings (which involved feing a portion of interest or principal on ¢
loans or making loans at a rate materially lesa that of market rates) are included in the tafleoubled debt restructurings completed during
years ended September 30, 2012 and 2011 are asdoll

September 30, 201 September 30, 201,
Pre-Modification Post+Modification Pre-Modification Post+Modification
Number of  Outstanding Outstanding  Number of  OQutstanding Outstanding
Loans Recorded Balanc: Recorded Balanct Loans Recorded Balanc: Recorded Balanc
Residential -4 Family -$ -$ - 3% 32¢ $ 32¢
Commercial Real Estate and Multi-

Family - - - 7 8,04« 8,42¢
Agricultural Real Estat - - - - - -
Consume 1 1 1 1 19 19
Commercial Operatin 2 45 45 3 67 111
Agricultural Operating - - - - - -

Total 3% 46 $ 46 14 $ 8,45¢ $ 8,88:

The following table provides information on troudbldebt restructured loans for which there was anesy default during the fiscal ye
ended September 30, 2012 and 2011, that had bedifiedaluring the 12-month period prior to the dédfa

During the Year Ended

September 30, 201 September 30, 201,

Number of Recorded Number of Recorded

Loans Investment Loans Investment
Residential -4 Family - $ = 1 $ 42
Commercial Real Estate and M-Family - - - -
Agricultural Real Estat - - - -
Consume - - - -
Commercial Operatin - - - -
Agricultural Operating - - - -
Total - $ - 1 % 42
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Virtually all of the Company’s originated loans a® lowa- and South Dakota-based individuals arghoizations. The Comparsy’
purchased loans totaled $19.0 million at Septenf@fer2012, which were secured by properties locatésda percentage of total loans
follows: 2% in North Dakota, 1% each in Oregon &vashington, and the remaining 1% among eight aitses.

The Company originates and purchases commerciabséste loans. These loans are considered bygearent to be of somewhat gre.
risk of uncollectibility due to the dependency acame production. The Compasytommercial real estate loans include $24.3 milté loan:
secured by hotel properties and $45.6 million oftrfamily properties at September 30, 2012. Theenpanys commercial real estate loans incl
$24.3 million of loans secured by hotel propertéesl $46.4 million of multfamily properties at September 30, 2011. The redwi of th
commercial real estate portfolio is diversified bydustry. The Compang’ policy for requiring collateral and guaranteesies with the
creditworthiness of each borrower.

Non-accruing loans were $1.7 million and $13.2 mill@nSeptember 30, 2012 and 2011, respectively. eTvere $63,000 and $24,(
accruing loans delinquent 90 days or more at Sdpter80, 2012 and 2011, respectively. For the gealed September 30, 2012, gross int
income which would have been recorded had theawomding loans been current in accordance withr tir@ginal terms amounted to approxima
$0.6 million, of which none was included in intéregome.

NOTE 5. LOAN SERVICING

Loans serviced for others are not reported assas3éte unpaid principal balances of these loagsat end were as follows:

September 30 2012 2011
(Dollars in Thousands

Mortgage loan portfolios serviced for FNN $ 11,24C $ 15,96

Other 3,251 8,79/

$ 14,497 $ 24,75¢

NOTE 6. PREMISES, FURNITURE, AND EQUIPMENT, NET

Year end premises and equipment were as follows:

September 30 2012 2011
(Dollars in Thousands

Land $ 2,42¢ % 2,42¢

Buildings 13,46( 13,36¢

Furniture, fixtures, and equipment 25,06¢ 21,67:

40,95" 37,47

Less accumulated depreciation (23,219 (20,307

$ 17,736 $ 17,16¢
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Depreciation expense of premises, furniture, andpagent included in occupancy and equipment experseapproximately $3.5 millic
$3.8 million, and $3.7 million for the years end&eptember 30, 2012, 2011, and 2010, respectively.

NOTE 7. TIME CERTIFICATES OF DEPOSITS

Time certificates of deposits in denominations d0& 000 or more were approximately $30.7 million &38.0 million at September !
2012, and 2011, respectively.

At September 30, 2012, the scheduled maturiti¢sf certificates of deposits were as follows fog years ending:

September 30

(Dollars in Thousands

2013 $ 71,15¢
2014 13,61¢
2015 8,82¢
2016 5,64¢
2017 1,517
Total Certificates $ 100,76:

Under the Dodd-Frank Act, IRA and ndRA deposit accounts are permanently insured u§2t0,000 by the DIF under managemel
the FDIC. Previous to the legislation in 2010, tbeerage of $250,000 was temporary until Decerab&s.

NOTE 8. ADVANCES FROM THE FEDERAL HOME LOAN BANK A ND OTHER BORROWINGS

At September 30, 2012, the Compangtdvances from the FHLB had fixed rates rangiomnf4.03% to 7.01% with a weighted average
of 6.0%. The scheduled maturities of FHLB advangese as follows for the years ending:

September 30
(Dollars in Thousands

2013 $ 2,50(
2014 -
2015 1,50(
2016 -
2017 -
Thereafter 7,00(

Total FHLB Advances $ 11,00(

The Company had no overnight federal funds purah&sen the FHLB as of September 30, 2012.
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As of September 30, 2011, the Compamtvances from the FHLB totaled $11.0 million aadied a weighted average rate of 6.0%.
Company had no overnight federal funds purchased the FHLB.

The Bank has executed blanket pledge agreementekwhthe Bank assigns, transfers, and pledgest&iiB and grants to the FHLE
security interest in all mortgage collateral andusities collateral. The Bank has the right to, usmmmingle, and dispose of the collateral it
assigned to the FHLB. Under the agreement, thé& Baust maintain “eligible collateral” that has @fiding value” at least equal to the¢uirec
collateral amount,” all as defined by the agreement

At year end 2012, and 2011, the Bank pledged seurvith fair values of approximately $232.1 naifiand $172.4 million, respective
against specific FHLB advances. In addition, dymlg mortgage loans of approximately $37.0 millicemd $30.7 million were pledged
collateral at September 30, 2012 and 2011, resgbgti
NOTE 9. SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

Securities sold under agreements to repurchaskedotgproximately $26.4 million and $8.1 million &eptember 30, 2012 and 2(
respectively.

An analysis of securities sold under agreementsgarchase follows:

September 30 201z 2011
(Dollars in Thousands
Highest mont-end balanci $ 27,610 % 11,787
Average balanc 15,27¢ 6,01¢
Weighted average interest rate for the y 0.51% 0.5(%
Weighted average interest rate at year 0.51% 0.5(%

The Company pledged securities with fair valuegmbroximately $43.6 million at September 30, 2042 collateral for securities s
under agreements to repurchase. There were $lilidnnsecurities pledged as collateral for secdesitsold under agreements to repurcha
September 30, 2011.

NOTE 10. SUBORDINATED DEBENTURES AND TRUST PREFERRED SECURITIES

Subordinated debentures are due to First Midwestrfgial Capital Trust I, a 100%wned nonconsolidated subsidiary of
Company. The debentures were issued in 2001 ifjuction with the Trusg issuance of 10,000 shares of Trust Preferredrifiesu The
debentures bear the same interest rate and terths &sist preferred securities. The debenturesratuded on the consolidated balance shex
liabilities.

The Company issued all of the 10,000 authorizedeshaf trust preferred securities of First MidwEgtancial Capital Trust | holdit
solely subordinated debt securities. Distributians paid sem&nnually. Cumulative cash distributions are calted at a variable rate of LIB(
(as defined) plus 3.75% (4.39% at September 3@ 20H 4.31% at September 30, 2011), not to excddd The Company may, at one or n
times, defer interest payments on the capital #&sifor up to 10 consecutive seaninual periods, but not beyond July 25, 2031.hatend of an
deferral period, all accumulated and unpaid digtidins are required to be paid. The capital s&earare required to be redeemed on July 25,
however, the Company has the option to shortemtiterrity date to a date not earlier than July ZR72 The redemption price is $1,000 per ca
security plus any accrued and unpaid distributianghe date of redemption plus, if redeemed prioduly 25, 2011, a redemption premiun
defined in the Indenture agreement.
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Holders of the capital securities have no votinght$, are unsecured and rank junior in prioritypafyment to all of the Comparsy’
indebtedness and senior to the Company’s commaR.sto

Although the securities issued by the trust areimdtided as a component of stockholdeguity, the securities are treated as capit:
regulatory purposes, subject to certain limitations

NOTE 11. EMPLOYEE STOCK OWNERSHIP AND PROFIT SHARI NG PLANS

The Company maintains an Employee Stock Ownership ESOP) for eligible employees who have 1,000rfiof employment with tt
Bank, have worked one year at the Bank and who h#tated age 21. ESOP expense of $696,000, $XBa0d $654,000 was recorded for
years ended September 30, 2012, 2011 and 201@ctesgby. Contributions of $659,000, $772,000 &664,000 were made to the ESOP du
the years ended September 30, 2012, 2011 and 2@ ctively.

Contributions to the ESOP and shares released $umpense are allocated among ESOP participantseobasis of compensation in
year of allocation. Benefits generally become 10@%ted after seven years of credited serviceor Ryithe completion of seven years of crec
service, a participant who terminates employmentdéasons other than death or disability receivesdaced benefit based on the ES©O®stiny
schedule. Forfeitures are reallocated among reéntgjparticipating employees in the same proporésrcontributions. Benefits are payable ir
form of stock upon termination of employment. Tempanys contributions to the ESOP are not fixed, so henpéyable under the ESOP car
be estimated.

For the years ended September 30, 2012, 2011 drij 20,846 shares, 43,898 shares and 20,428 shidines fair value of $23.65, $17.
and $32.00 per share, respectively, were relea&tsh for the years ended September 30, 2012, 20112010, allocated shares and total E
shares reflect 28,486 shares, 20,938 shares, gB@6l8hares, respectively, withdrawn from the E®®Participants who are no longer with
Company or by participants diversifying their holgs. At September 30, 2012 there were no shareshgmed for dividend reinvestment.
September 30, 2011, 11,567 shares were purchased/idend reinvestment. At September 30, 2010ethveere no shares purchased for divic
reinvestment.

Year-end ESOP shares are as follows:

September 30 201z 2011 201(
(Dollars in Thousands

Allocated share 247,81 248,42° 213,90(

Unearned shares - - -

Total ESOP shares 247,81 248,42° 213,90(
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The Company also has a profit sharing plan covesingstantially all fultime employees. Contribution expense to the psbiitring plar
included in compensation and benefits, for the yeaded September 30, 2012, 2011 and 2010 was0®07%780,000 and $726,000, respectively.

NOTE 12. SHARE BASED COMPENSATION PLANS

The Company maintains the 2002 Omnibus Incentian RVhich, among other things, provides for the alimagr of stock options al
nonvested (restricted) shares to certain officars directors of the Company. Awards are grantethbyStock Option Committee of the Boart
Directors based on the performance of the awaiidiezds or other relevant factors.

The following table shows the effect to income, ofetax benefits, of shareased expense recorded in the years ended Septatmid12
2011 and 2010.

Year Ended September 30 201z 2011 201C
(Dollars in Thousands

Total employee stock-based compensation expenegnized in income, net of tax effects «
$30, $45 and $89, respective $ 76 % 244 % 45C

As of September 30, 2012, stobised compensation expense not yet recognizedcomia totaled $19,000 which is expected ti
recognized over a weighted average remaining pefi@di69 years.

At grant date, the fair value of options awardedeocipients is estimated using a Blg8k&holes valuation model. The exercise pric
stock options equals the fair market value of thdeulying stock at the date of grant. The follogvtable shows the key valuation assumptions
for options granted during the years ended SepteB8te2012, 2011, and 2010, and other informatiOptions are issued for 10 year periods
100% vesting generally occurring either at grarné ae over a four year period.

Year Ended September 30 201z 2011 201C
(Dollars in Thousands, Except Share and Per Shata)
Risk-free interest rat 0.00%- 0.0(% 0.95%- 0.9¢% 1.27%- 2.3t%
Expected annual standard deviat
00.00% 55.31% 44.89%
Range 00.0(% 55.5(% 45.8%
Weighted averag 0.0(% 55.32% 45.06%
Expected life (years 0 5 5
Expected dividend yiel
Range 0.00%- 0.0(% 2.83%- 2.9¢% 1.64%- 3.02%
Weighted averag 0.0(% 2.95% 1.6%%
Weighted average fair value of options grantedrdyperiod $ - $ 6.6z $ 10.8:
Intrinsic value of options exercised during per $ 117 % 64 $ 42¢€

Shares are granted each year to Directors whichinesediately. The fair value is determined basedthe fair market value of t
Companys stock on the grant date. The total fair valushafres granted during the years ended Septemp203P, 2011 and 2010 was $79,(
$147,000, and $124,000, respectively.
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In addition to the Company’2002 Omnibus Incentive Plan, the Company alsamtaials the 1995 Stock Option and Incentive Plap
new options were, or could have been, awarded uhéet995 plan during the year ended Septembe2@I®; however, previously awarded
unexercised options were outstanding under this glaing the year.

The following tables show the activity of optionadanonvested (restricted) shares granted, exercimedorfeited under all of tt
Company'’s option and incentive plans during theyeaded September 30, 2012 and 2011.

Weighted
Weighted Average
Number Average Remaining Aggregate
of Exercise Contractual Intrinsic
Shares Price Term (Yrs) Value
(Dollars in Thousands, Except Share and Per Shata)
Options outstanding, September 30, 2 485,35 $ 23.2¢ 59C $ 462
Granted - -
Exercisec (21,139 16.1¢ 117
Forfeited or expired (74,859 24.0¢ 91
Options outstanding, September 30, 2012 389,35¢ $ 23.52 5.06 $ 1,19¢
Options exercisable end of year 381,230 % 23.5¢ 5.0 $ 1,157
Weighted
Weighted Average
Number Average Remaining Aggregate
of Exercise Contractual Intrinsic
Shares Price Term (Yrs) Value
(Dollars in Thousands, Except Share and Per Shai)
Options outstanding, September 30, 2 490,99: $ 23.3¢ 6.4¢ $ 4,57¢
Granted 24,93t 17.61
Exercisec (13,77¢) 13.6¢ 64
Forfeited or expired (16,800 25.9¢ -
Options outstanding, September 30, 2011 485,35. $ 23.2¢ 59C $ 462
Options exercisable end of year 452,97 $ 23.31 591 $ 401
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Nonvested shares outstanding, September 30,
Granted

Vested

Forfeited or expired

Nonvested shares outstanding, September 30,

Nonvested shares outstanding, September 30,
Granted

Vested

Forfeited or expired

Nonvested shares outstanding, September 30,

NOTE 13. INCOME TAXES

Number of Weighted Average
Shares Fair Value At Grant

(Dollars in Thousands, Except Share and Per Shara

- $ -
4,40( 17.9(
(4,400 17.9(

- $ -

Number of Weighted Average
Shares Fair Value At Grant

(Dollars in Thousands, Except Share and Per Shata

1,661 $ 24.4:
5,95( 17.9(
(7,617) 19.3:

- $ -

The Company and its subsidiaries file a consoldiféeleral income tax return on a fiscal year basis.

The provision for income taxes consists of:
Years ended September 3(
Federal:

Current
Deferred

State:
Current
Deferred

Income tax expenst
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2012 2011 201(
(Dollars in Thousands

$ 7,73 $ 4,101 $ 5,194
85¢ (789) 1,17¢

8,592 3,31¢ 6,36¢

96C 46C 92¢

13C (155) 123

1,09( 30t 1,051

$ 9,68-. $ 3,62 % 7,42(
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Total income tax expense differs from the statufederal income tax rate as follows:

Years ended September 3( 2012 2011 201(
(Dollars in Thousand:s
Income tax expense at 35% federal tax $ 9,37¢ $ 2,89 $ 6,93t
Increase (decrease) resulting frc
State income taxes net of federal ber 70¢ 19¢ 682
Nontaxable buildup in cash surrender ve a79 (184) (184)
Incentive stock option expen 10 52 46
Tax exempt incom (244) (39) (25)
Nondeductible expens: 37 72¢ 78
Other, net (28 (25) (113)
Total income tax expenst $ 9,68: $ 3,62: $ 7,42(

Year-end deferred tax liabilities included in othiabilities consist of:

September 30 201z 2011
(Dollars in Thousands

Deferred tax asset

Bad debt: 151¢ $ 1,88¢
Stock based compensati 38¢ 35¢
Operational reserv 794 67€
Other, net 1,53 2,084
Gross deferred tax ass: 4,23¢ 5,00z
Deferred tax liabilities
FHLB stock dividenc (437) (433)
Premises and equipme (1,18)) (1,237)
Patents (77%) (503%)
Prepaid expenst¢ (65¢) (65€)
Net unrealized gains on securities available ft& (5,277%) (3,925
Deferred loan fees (66) (63)
Gross deferred tax liabilities (8,386 (6,814
Net deferred tax liabilities $ (4,148 $ (1,812

As of September 30, 2012, the Company had a gmfesrdd tax asset of $610,000 for state cumulatateoperating loss carryforwar
which was fully reserved for as the Company dogsanticipate any state taxable income at the hgldompany level in future periods.

Federal income tax laws provided savings banks adftiitional bad debt deductions through SeptemBe 387 totaling $6.7 million fi
the Bank. Accounting standards do not require feroed tax liability to be recorded on this amouwhich liability otherwise would tot
approximately $2.3 million at September 30, 2012 2011. If the Bank were to be liquidated or othige cease to be a bank, or if tax laws we
change, the $2.3 million would be recorded as expen

133




Table of Content

The provisions of ASC 74@ccounting for Uncertainty in Income Taxaddress the determination of how tax benefits @dimr expecte
to be claimed on a tax return should be recorddterconsolidated financial statements. Under A8Q, the Company recognizes the tax ber
from an uncertain tax position only if it is moikdly than not that the tax position will be susta upon examination, with a tax examination b
presumed to occur, including the resolution of eglgted appeals or litigation. The tax benefitsogmized in the consolidated financial staterr
from such a position are measured as the largesfibéhat has a greater than fifty percent likebld of being realized upon ultimate resolution.

The Company’s tax reserves reflect manageragntigment as to the resolution of the issues irewif subject to judicial review. Wh
the Company believes that its reserves are adetuate/er reasonably expected tax risks, therebeano assurance that, in all instances, an
raised by a tax authority will be resolved at afinial cost that does not exceed its related resefith respect to these reserves, the Company’
income tax expense would include (i) any changesvinreserves arising from material changes dutfiegperiod in the facts and circumstar
surrounding a tax issue, and (ii) any differen@arfrthe Companyg' tax position as recorded in the consolidatednfifed statements and the fi
resolution of a tax issue during the period

Income tax returns for fiscal years 2009 through120with few exceptions, remain open to examinatignfederal and state taxi
authorities. Management believes that the readizaif its deferred tax assets is more likely that based on the expectations as to future ta
income; therefore, there was no deferred tax vimonallowance at September 30, 2012 and 2011 \witheixception of the state cumulative
operating loss carryforwards discussed above.

A reconciliation of the beginning and ending baksor liabilities associated with unrecognizedhaxefits for the years ended Septer
30, 2012 and 2011, follows:

September 30 201z 2011
(Dollars in Thousands
Balance at beginning of ye $ - % =
Additions for tax positions related to the currgear 65 -
Additions for tax positions related to the prioays 99 -

Reductions for tax positions due to settlement watting authoritie! - -
Reductions for tax positions related to prior years - -

Balance at end of year $ 164 $ -

The total amount of unrecognized tax benefits tifatecognized, would impact the effective rate v&i€7,000 as of September
2012. The Company recognizes interest relatedhtecagnized tax benefits as a component of incaxexpense. The amount of accrued int
related to unrecognized tax benefits was $9,000f &eptember 30, 2012. The Company does not pateiany significant change in the t
amount of unrecognized tax benefits within the rigxmonths.

134




Table of Content
NOTE 14. CAPITAL REQUIREMENTS AND RESTRICTIONS ON RETAINED EARNINGS

The Bank is the Comparg/primary subsidiary. The Bank is subject to wasioegulatory capital requirements. Failure to trmei@imurr
capital requirements can initiate certain mandatorgliscretionary actions by regulators that, ifleiriaken, could have a direct material effect @
financial statements. Under capital adequacy djniele and the regulatory framework for prompt cotiree action, the Bank must meet spei
quantitative capital guidelines using its assédbijlities and certain ofbalance sheet items as calculated under regulatmgunting practices. T
requirements are also subject to qualitative judgsby the regulators about components, risk wiightand other factors.

Quantitative measures established by regulatieenture capital adequacy require the Bank to maimenimum amounts and ratios (
forth in the table below) of total risk-based capénd Tier | capital (as defined in the regulasioio riskweighted assets (as defined), and a levt
ratio consisting of Tier | capital (as defined) dawerage assets (as defined). As of September BIE, Zhe 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 Well Capitalized Under Prompt

Actual Capital Adequacy Purposes Corrective Action Provisions
Amouni Ratic Amoun Ratic Amoun Ratic
(Dollars in Thousands
September 30, 201
MetaBank
Tangible capital (to tangible asse ~ $ 140,009: 8.5¢% $ 24,54¢ 1.5(% n/e n/e
Tier 1 (core) capital (to adjusted tote
assets 140,09: 8.5¢€ 65,45’ 40C $ 81,82: 5.0(%
Tier 1 (core) capital (to risk-weightet
assets 140,09: 22.9¢ 24.,42¢ 4.0C 36,63¢ 6.0C
Total risk based capital (to risk
weighted asset: 144,06: 23.5¢ 48,85( 8.0C 61,06 10.0¢
September 30, 201
MetaBank
Tangible capital (to tangible asse ~ $ 80,82 6.3¢% $ 19,01: 1.5(% n/e n/e
Tier 1 (core) capital (to adjusted tote
assets 80,82« 6.3¢€ 50,69¢ 400 $ 63,37: 5.0(%
Tier 1 (core) capital (to risk-weightet
assets 80,82 18.97 17,04¢ 4.0C 25,56¢ 6.0C
Total risk based capital (to risk
weighted asset: 85,75( 20.1Z 34,09 8.0C 42,61« 10.0¢

Regulations limit the amount of dividends and ottegpital distributions that may be paid by a finahmstitution without prior approval
its primary regulator. The regulatory restrictisrbased on a three-tiered system with the grefigedility being afforded to welkapitalized (Tie
1) institutions. The Bank is currently a Tier Ftitution. Accordingly, the Bank can make, withguior regulatory approval, distributions durin
calendar year up to 100% of their retained netrimedor the calendar year-ttate plus retained net income for the previousdalendar years (le
any dividends previously paid) as long as they iemall-capitalized, as defined in prompt corrective actiegulations, following the propos
distribution. Accordingly, at September 30, 20&pproximately $34.5 million of the Bark'retained earnings were potentially available
distribution to the Company.

During 2010, the OTS issued Supervisory Directiethe Bank based on the OTS’ assessment of thle'8&mrd party relationship ris
enterprise risk management, and rapid growth @NHPS division) and had also advised the Bank tietOTS had determined that the B
engaged in unfair or deceptive acts or practicesdlation of Section 5 of the Federal Trade Conwsiois Act and the OTS Advertising Regulal
in connection with the Bang’operation of the iAdvance line of credit progra®dm July 15, 2011, the Company and the Bank eaphlated an
consented to a Cease and Desist Order (togetleetOtiders” or the “Consent Orders8sued by the OTS. Under the Orders, the OTS lam@an|
agreed upon a Remuneration Plan to provide reiremgat to iAdvance Line of Credit borrowers affeckydthe Banks failure to implement
recurring use plan. The Remuneration Plan providedn aggregate amount of $4.8 million to be paidAdvance customers and such plan
been completed with no related outstanding delblesma The Bank also stipulated and consented tOraler of Assessment of a Civil Mor
Penalty (the “Assessment”) providing for the Bangayment of $400,000. The Orders and the Assegdreeame effective on July 15, 2011. E
sums were paid in the fourth quarter of fiscal 20Uhder the terms of the Orders and the AssessitenOTS acknowledged that the Comg
and the Bank neither admitted nor denied the Ondirfgs in the Orders and the Assessment or thangsoexisted to initiate a proceeding.
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On July 21, 2011, pursuant to the Dodd Frank Aw, ®TS was integrated into the OCC and the funstmfnthe OTS related to thi
holding companies were transferred to the FedezabRre. The OCC is now responsible for the ongekagnination, supervision and regulatio
the Bank, including matters with respect to the €& Order against the Bank. The Dodd Frank Adhtaias the existence of the federal sav
association charter and the HOLA, the primary stafjoverning the federal savings banks. The Fé&aserve is now responsible for the ong
examination, supervision and regulation of the Canyp including matters with respect to the Con§€naler against the Company.

The Orders require the Company and the Bank to guionthe OTS (or its successor) various manageraadtcompliance plans &
programs to address the matters initially iderdifie the Supervisory Directives as well as plansdohancing Company and Bank capital
require non objection by OTS (or its successor)dompany cash dividends, distributions, share @mses, payments of interest or principe
debt and incurrence of debt. Under the terms ef@inder, the Bank agreed that it will cease andsté&®m (1) violations of certain laws a
regulations and (2) unsafe or unsound practicasdisalted in it operating without adequate: (agiinal controls, management information sys
and internal audit reviews of its third party spanship arrangements; and (b) certain informatiochelogy policies and procedures.
limitations related to MPS following the issuanddte Supervisory Directives remain in place, agtdoOrders, and the Barskactions continue
be evaluated by the OCC, the OFSuccessor. Such limitations include receivirggghor written approval of the OCC before the Bam&y (1
enter into any new third party relationship agreetmncerning any credit product, deposit produatl¢ding prepaid cards), or automatic te
machine or materially amend any such existing agese (except for amendments to achieve compliantie applicable laws, regulations,
regulatory guidance); (2) originate, directly oraigh any third party, tax refund anticipation lea(8) offer a tax refund transfer processing e
directly or through any third party; or (4) offer ariginate iAdvance lines of credit to new custosner permit draws on existing iAdvance line
credit, either directly or through any third party.

The Orders further require the Company and the Bargubmit to the OTS (now, the Federal Reservetb@adCC, respectively) varic
management and compliance plans and programs tessdthe matters identified in the Supervisory ®ives and Consent Orders, as well as |
for enhancing Company and Bank capital. Sincaghigance of the Supervisory Directives and the @un®rders and the abolishment of the C
the Company has raised, in the aggregate, $47libmih equity capital and the Company and the Bhake been cooperating with the OCC
the Federal Reserve to correct those aspectsiobierations that were addressed in the Orders.

Satisfaction of the requirements of the Orderailgext to the ongoing review and supervision of @f&C with respect to the Bank and
Federal Reserve with respect to the Company. Térek Band the Company have and expect to continexpend significant management
financial resources to address areas that wera icithhe Orders; such matters include capital pvagion and enhancement commensurate wit
Bank’s risk profile, improvement of core earnings frarterest income, management and board oversigheddank, risk management and inte
controls, compliance management, and Bank Secretgdmpliance.
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There can be no assurance that our regulatorsuliiithately determine that we have met all of thquieements of the Orders to tt
satisfaction. If our regulators believe that weeéhaot made sufficient progress in complying whike Orders, they could seek to impose addit
regulatory requirements, operational restricticgrshanced supervision and/or civil money penaltlesny of these measures is imposed ir
future, it could have a material adverse effecoonfinancial condition and results of operationd an our ability to raise additional capital.

NOTE 15. COMMITMENTS AND CONTINGENCIES

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

At September 30, 2012 and 2011, unfunded loan ctmenis approximated $56.4 million and $48.0 milli@spectively, excludir
undisbursed portions of loans in process. Unfuntbeth commitments at September 30, 2012 and 201k wencipally for variable ra
loans. Commitments, which are disbursed subjecettain limitations, extend over various perioddime. Generally, unused commitments
canceled upon expiration of the commitment terrawbned in each individual contract.

The exposure to credit loss in the event of nomperance by other parties to financial instrumentscommitments to extend credi
represented by the contractual amount of thoseuimgints. The same credit policies and collatergiirements are used in making commitm
and conditional obligations as are used for on+iz@asheet instruments.

Since certain commitments to make loans and to fines of credit and loans in process expire withoeing used, the amount does
necessarily represent future cash commitmentsddlition, commitments used to extend credit areeagents to lend to a customer as long as
is no violation of any condition established in temtract.

Securities with fair values of approximately $5.#lion and $18.0 million at September 30, 2012 &0d 1, respectively, were pledgec
collateral for public funds on deposit. Securitigth fair values of approximately $17.8 millionca$13.9 million at September 30, 2012 and 2
respectively, were pledged as collateral for iraiil, trust and estate deposits.

Under employment agreements with certain execuffieers, certain events leading to separation ftbmmCompany could result in c:
payments totaling approximately $4.6 million asSefptember 30, 2012. Currently, however, pursuatii¢ Consent Orders, and subject to ce
exceptions, no payments that are contingent otetingination of employment of such officers may bade

Legal Proceedings

Brown v. Haahr, et al., CL 123931. On December(,12 a shareholder derivative complaint was filethie lowa District Court for Pa
County against certain officers and directors ef @ompany. The suit alleges that named partieschesl their fiduciary duties to the Company
among other things, making statements between R@®9 and October, 2010, which plaintiff claims wéakse and misleading and by allege
failing to implement adequate internal controls amehns of supervision at the Company. The pamti@shed a settlement in August 2012 an
October 29, 2012, the Court approved the settleraedtdismissed the case, in its entirety, withyshige. The settlement did not provide for
payment of monetary compensation to shareholddrsliduprovide for corporate governance and intenwaitrol reforms at the management
board of directors levels related to, among othergs, legal and regulatory compliance, training director independence. The specific tern
these corporate governance and internal contralrref were included as an exhibit to the Companyigedt Report on Form R-filed on
September 17, 2012. The settlement also provideth& payment of plaintiff's attorneyfées and expenses in the amount of $450,000, ath
$250,000 was paid by the Company’s insurer.
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In addition to the previously disclosed ATM lawsuithere were nine additional lawsuits filed conaay ATMs sponsored by MetaBa
each involving claims that a notification requiredbe placed upon an automated teller machine Wwasn& on a specific date, in violation
Regulation E of the Electronic Fund Transfer AdRichard Jiminez, individually and on behalf of athers similarly situated v. MetaBankast
No. 1:17-cv-00035, filed in the United States District Cofar the Southern District of Texas, BrownvilleviEion; andYaakov Katz, on behalf
himself and the class, v. Slice & Co. Fine GourBréatk Oven Pizza, Cardnet Group Corp., and MetaB&dse No. 11-c@411, filed in the Unite
States District Court for the Southern Districtddéw York; James L. Frey, individually and on behalf of alhets similarly situated v. Lega
Stonebriar Hotel, Ltd. Dba Westin Stonebriar Haatl Meta Financial Group, IncGase No. 4:11-c\22, filed in the United States District Cc
for the Eastern District of Texas, Sherman Divisiand James Buechler v. Meta Financial Group, Inc., Metal® Meta Payment Systems,
Does 10, inclusive Case No. 1:12-cv-01568-WMN, filed in the Unitetdt®s District Court for the District of MarylandndDouglas Johnson ¢
behalf of himself and all others similarly situated Smarte Cash International, Inc., and Meta Ficial Group, Inc. a’k/a MetaBankiase No. 12-
cv-00923-DWF-FLN filed in the United States Distri@ourt for the District of Minnesota; am@buglas Johnson on behalf of himself and all ot
similarly situated, v. Fairmont Hotels & Resorts.8J), Inc. and Meta Financial Group, Inc., a/k/ats®ank,Case No. 1:12-c\-1338 filed in th
United States District Court for the District of B&achusetts; ari€incaid v. MetaBank, Meta Payment Systems, eGlalpal, Does 1-10, inclusive
Case No. 3:12-cv-02286-JAH-MDD filed in the Unit8thtes District Court for the Southern District@dlifornia; andCraig Moskowitz v. Me
Financial Group,Case No. 12 cv 7540 filed in the United Statesri2gistCourt for the Southern District of New Yorkné&Moskowitz v. Mef
Financial Group, Case No. 3:12-cv-01475-AWT filed in the Unitecat®s District Court for the District of Connecticaind lan Collings
individually and on behalf of all others similar§tuated, v. Neiman Marcus, Inc., ATM Experts, LLIM Experts, MetaBank, Meta Payn
Systems, and Does 1-10, inclusi@gse No. 3:12-cv-02776-AJBYIA filed in the United States District Court fonet Southern District
California. The Company denies liability in thesatters, and will contest these lawsuits with tHEMAoperators, which are each obligate
indemnify the Company for losses, costs and expeimsthese matters. ThéminezandBuechlermatters have already been settled by our pa
for a nominal amount. An estimate of a range dafsilde loss cannot be made at this stage of tigatiibtn because the extent of the Company’
indemnification by the ATM operators is unknown.

A class action complaint was filed in the Suprenmai€ of the State of New York, County of Nassatledi Richard J. Strauss, M.D.,
behalf of himself and all others similarly situated MetaBank, which complaint was served uponBl@k on March 28, 2012. The compl
alleged that the plaintiff was the holder of twét gards issued by the Bank. The complaint furtideaged that after the expiration date on the<
plaintiff's attempts to obtain replacement cardgevensuccessful due to the Bamkefusal to issue replacement cards. The Comdaintaine:
several causes of action including breach of cohtaad violation of New York state law. The Compatenied liability in these matters ¢
contested the certification of a class by the piinThe Court denied the plaintif’ motion to certify a class, and the case wasesefitlr a nomin:
amount.
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Patrick Finn and Light House Management Group, &scReceiver for First United Funding, LLC and Goxe Johnson v. MetaBank et
Case 5:11-c34041. On May 4, 2011, Patrick Finn and Light Holdanagement Group, Inc. as Receivers for FirstddniFunding, LLC ar
Corey N. Johnson (“Receiverdiled a complaint against MetaBank in the Unitedt8¢ District Court for the Northern District ofata requestin
judgment avoiding approximately $1.5 million ofrisders that allegedly resulted in a profit to MedaB arising from MetaBar's participation i
loans originated by First United Funding, LLC. 8an complaints have been filed by the Receiverairsgl other lenders who purcha
participation interests in the same or similar bariginated by First United Funding, LLC. The q@aint states that First United Funding, LLC
Corey N. Johnston were involved in a criminal eotise to defraud creditors. Under a variety obties, Receivers claim that loan repaymen
MetaBank constitute fraudulent transfers and Met&Baas unjustly enriched to the detriment of thawelitors. The parties reached a settleme
August 2012 and on October 1, 2012, the Court amoidhe settlement and dismissed the case, imiteety, with prejudice. This matter w
settled for $1.2 million, including the cost ofdiation.

The Bank utilizes various third parties for, amantiger things, its processing needs, both with retsjgestandard Bank operations and
respect to its MPS division. MPS was notified ipriA 2008 by one of the processors that the prar&ssomputer system had been breac
which led to the unauthorized load and spendinfyifls from Bankissued cards. The Bank believes the amount intigne® be approximate
$2.0 million. The processor and program managtr bave agreements with the Bank to indemnify itsfoy losses as a result of such unautho
activity, and the matter is reflected as suchsrfiitancial statements. In addition, the Bank ¢iigen notice to its own insurer. The Bank has
notified by the processor that its insurer has eférihe claim filed. The Bank made demand for paynaed filed a demand for arbitration
recover the unauthorized loading and spending atacamd certain damages. The Bank has settledaits evith the program manager, and
received an arbitration award against the procesEbat arbitration has been entered as a judgmethie State of South Dakota, which judgn
has been transferred to the State of Florida fanigiament proceedings against the processor aisitser. The Company’estimate of a range
possible loss is approximately $0 to $0.8 millienod the filing date of this Annual Report on FotfK.

Certain corporate clients of an unrelated compamed Springbok Services, Inc. (“Springbok&jjuested through counsel a mediatic
a means of reaching a settlement in lieu of comingndtigation against MetaBank. The results ofatthmediation have not led to
settlement. These claimants purchased MetaBamajoteeward cards from Springbok, prior to Springbdankruptcy. As a result of Springbek’
bankruptcy and cessation of business, some ofehards cards which had been purchased were netreatad or funded. Counsel for th
companies have indicated that they are preparadgert claims totaling approximately $1.5 milliayasst MetaBank based on principal/agenc
failure to supervise theories. The Company deligslity with respect to these claims. The Comganestimate of a range of possible los
approximately $0 to $0.3 million.

NOTE 16. LEASE COMMITMENTS

The Company has leased property under various noetable operating lease agreements which expiraratus times through 2036, ¢
require annual rentals ranging from $3,400 to $9@8,plus the payment of the property taxes, nommaintenance, and insurance on ce

property.
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The following table shows the total minimum rerdgammitment at September 30, 2012, under the leases.

September 30

(Dollars in Thousands

2013 $ 1,56:
2014 1,40¢
2015 1,32¢
2016 1,34«
2017 1,36¢
Thereafter 1,93¢
Total Leases Commitments $ 8,94

NOTE 17. SEGMENT REPORTING

An operating segment is generally defined as a oot of a business for which discrete financiérimation is available and whc
results are reviewed by the chief operating denisiaker. Operating segments are aggregated into tedgb®rsegments if certain criteria
met. The Company has determined that it has twortable segments. The first reportable segmeeataiRBanking, consists of its bank
subsidiary, the Bank. The Bank operates as atitsadl community bank providing deposit, loan arieo related products to individuals and si
businesses, primarily in the communities wherertb#fices are located. The second reportable sagnMPS, is a division of the Bank. MPS
provides a number of products and services to &iahinstitutions and other businesses. Theseymtsdand services include issuance of pre
debit cards, sponsorship of ATMs into the debitweks, credit programs, ACH origination servicest gard programs, rebate programs, tr.
programs, and tax related programs. Other progi@sn the process of development. The remaigiogiping under the caption “All Others”
consists of the operations of the Company and Neiat and inter-segment eliminations.

Transactions between affiliates, the resulting neres of which are shown in the intersegment reveaegory, are conducted at ma
prices, meaning prices that would be paid if theganies were not affiliates.

Retail Meta Paymen
Banking Systems® All Others Total

(Dollars in Thousands

Year Ended September 30, 201

Interest incomt $ 24,85t $ 12,44.  $ - $ 37,29:
Interest expense 2,871 204 482 3,56:
Net interest income (expens 21,97¢ 12,231 (482) 33,73¢
Provision (recovery) for loan loss 1,05C (D] - 1,04¢
Non-interest incomi 16,59: 52,957 25 69,57«
Non-interest expense 20,56¢ 54,68¢ 20€ 75,46
Income (loss) before te 16,952 10,50¢ (66E) 26,79t
Income tax expense (benefit) 5,96: 3,99: (274) 9,68
Net income (loss $ 10,98¢ $ 6,51¢ $ (39) $ 17,11
Inter-segment revenue (expen: $ 11,60¢ $ (11,609 $ - $ =
Total asset 416,03¢ 1,230,92! 1,93¢ 1,648,89
Total deposit: 216,91. 1,167,36 (4,487 1,379,79
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Year Ended September 30, 201
Interest incom:
Interest expense
Net interest income (expens
Provision (recovery) for loan loss
Non-interest incomi
Non-interest expense
Income (loss) before te
Income tax expense (benefit)
Net income (loss

Inter-segment revenue (expen:
Total asset
Total deposit:

Year Ended September 30, 201
Interest incom:
Interest expense
Net interest income (expens
Provision (recovery) for loan loss
Non-interest incomt
Non-interest expense
Income (loss) before te
Income tax expense (benefit)
Net income (loss

Inter-segment revenue (expen:
Total asset
Total deposit:
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Retail Meta Paymen
Banking Systems® All Others Total
(Dollars in Thousands
$ 27,24¢ % 11,68: $ 12¢ 39,05¢
4,127 153 467 4,74
23,12: 11,52¢ (339 34,31:
65C (372) - 27¢
3,59¢ 53,48t¢ 41C 57,49:
23,68t¢ 59,17¢ 397 83,26
2,381 6,20¢ (326) 8,26:
1,451 2,304 (132) 3,628
$ 93C $ 3,90¢ $ (194 4,64(
$ 9,89C $ (9,890 $ = =
308,18« 965,38t 1,90¢ 1,275,48
216,90¢ 925,24t (535 1,141,62
Retail Meta Paymen
Banking Systems® All Others Total
(Dollars in Thousands
$ 25,77. % 13,267 $ 45 39,08:
5,15¢ 362 47€ 5,99:
20,61¢ 12,90t (43)) 33,09(
4,37¢ 11,41¢ - 15,79:
4,172 93,20z 68 97,44
19,45: 74,46: 1,01¢ 94,93(
962 20,22¢ (1,379 19,81
367 7,60¢ (559) 7,42(
$ 50¢ $ 12,62: $ (826) 12,39:
$ 9,56C $ (9,560 $ = =
341,48t 685,69( 2,58¢ 1,029,76!
242,96 655,24: (75¢) 897,45:
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The following tables present gross profit dataMB?S for the years ended September 30, 2012, 204 2@0, respectively.

Year Ended September 30 2012 2011 201(
Interest incomt $ 12,44: $ 11,68: $ 13,267
Interest expense 204 158 362
Net interest incom 12,23: 11,52¢ 12,90¢
Provision (recovery) for loan loss Q) (372 11,41¢
Nor-interest incomu 52,957 53,48¢ 93,20:

Card processing expense 17,32: 23,26. 38,24:
Gross Profit 47,87: 42,12¢ 56,44¢
Other non-interest expense 37,36: 35,91¢ 36,22(

Income before ta 10,50¢ 6,20¢ 20,22¢
Income tax expense 3,99¢ 2,30/ 7,60¢

Net Income $ 6,51¢ $ 3,90 $ 12,62:
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NOTE 18. PARENT COMPANY FINANCIAL STATEMENTS
Presented below are condensed financial staterf@ritee parent company, Meta Financial.

CONDENSED STATEMENTS OF FINANCIAL CONDITION

September 30 2012 2011
(Dollars in Thousands
ASSETS
Cash and cash equivalel $ 6,108 $ 1,62¢
Investment in subsidiarie 150,64( 88,47t
Other assets 383 881
Total assets $ 157,12¢ $ 90,98

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES

Subordinated debentur $ 10,31¢C $ 10,31(

Other liabilities 95¢ 94
Total liabilities $ 11,26¢ $ 10,40

STOCKHOLDERS' EQUITY

Common stocl 56 34

Additional paic¢in capital 78,76¢ 32,47:

Retained earninc 60,77¢ 45,49¢

Accumulated other comprehensive incc 8,51 6,33¢

Treasury stock, at cost (2,255 (3,758

145,85¢ $ 80,571
157,12t  $ 90,98:

Total stockholders' equity
Total liabilities and stockholders' equity

K|
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CONDENSED STATEMENTS OF OPERATIONS

Years ended September 3(

Gain on sale of securities available for ¢
Other income

Total income

Interest expens
Other expense

Total expense
Loss before income taxes and equity in undistributénet loss of subsidiarie:

Income tax benefit

Loss before equity in undistributed net loss of sufidiaries
Equity in undistributed net income of subsidiaries

Net income

CONDENSED STATEMENTS OF CASH FLOWS
For the Years Ended September 3(

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net cashl irseperating activite
Equity in undistributed net income of subsidial
Gain on sale of securities available for ¢
Change in other asse
Change in other liabilities

Net cash provided by (used in) operating activitie

CASH FLOWS FROM INVESTING ACTIVITES
Investment in subsidiat
Capital contributions to subsidiari
Proceeds from the sale of securities availablesdite
Other, net

Net cash (used in) provided by investing activite

CASH FLOWS FROM FINANCING ACTIVITIES
Net change in loan payable to subsidia
Cash dividends pai
Proceeds from issuance of common si
Other, net

Net cash provided by (used in) financing activitie
Net change in cash and cash equivalen
CASH AND CASH EQUIVALENTS

Beginning of year
End of year
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2012 2011 201(
(Dollars in Thousands

- $ 38 % =

25 153 56

25 53¢ 56
482 467 487
20¢ 397 804
691 864 1,291
(66€) (326) (1,23%)
(275) (132) (49€)
(39) (2949 (737)
17,50¢ 4,83« 13,13(
17,11« $ 4,64C $ 12,39:
2012 2011 201(

(Dollars in Thousands

17,11« $ 4,64C $ 12,39:
(17,509 (4,839 (13,130
- (385) -
49¢ 81€ (429)
86E 64 (777)
972 301 (1,939

- 24¢€ -
(42,48)) - (6,157
- 1,03t -

- 3 262
(42,48)) 1,28¢ (5,89
- - (250)
(1,839 (1,62 (1,549
47,79¢ 57t 1,33(
27 20z 9,08:
45,99: (844 8,61¢
4,481 $ 741 $ 787
1,62 $ 88z $ 96
6,108 $ 1,62¢ $ 882
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The extent to which the Company may pay cash diddeo stockholders will depend on the cash cugreviailable at the Company,
well as the ability of the Bank to pay dividendgtie Company. For further discussion, see Noteetdin.

NOTE 19. SELECTED QUARTERLY FINANCIAL DATA (UNAUDI TED)

QUARTER ENDED
December 31 March 31 June 30 September 3(
(Dollars in Thousands

Fiscal Year 2012

Interest incom $ 9,61t $ 10,29¢ $ 9,14¢ $ 8,23¢
Interest expens 977 88¢ 857 841

Net interest incom 8,63¢ 9,411 8,29: 7,39¢
Provision for loan losse 69¢ 20C 15C -
Income 3,091 9,97( 2,38 1,66¢€
Earnings per common and common equivalent s

Basic $ 097 $ 31z % 0.67 $ 0.1¢

Diluted 0.97 3.1C 0.6¢€ 0.1¢
Dividend declared per sha 0.1z 0.1z 0.1z 0.1z

Fiscal Year 2011

Interest incom: $ 9,62( $ 9,58 $ 9,98 $ 9,87¢
Interest expens 1,34: 1,162 1,15: 1,08¢

Net interest incom 8,27¢ 8,41 8,821 8,79(
Provision for loan losse (28) 214 (161) 258
Income (loss 721 2,745 (1,020 2,192
Earnings (loss) per common and common equivalere:

Basic $ 02: $ 0.8t $ (039 % 0.81

Diluted 0.2 0.8¢ (0.39) 0.81
Dividend declared per sha 0.1z 0.1z 0.1z 0.1z

Fiscal Year 201C

Interest incomt $ 9,06¢ $ 10,38 $ 10,11: $ 9,522
Interest expens 1,74¢ 1,382 1,45¢ 1,41(

Net interest incom 7,31¢ 9,001 8,65¢ 8,11:
Provision for loan losse 4,691 9,47¢ 60¢ 1,01
Income 1,197 5,174 3,53¢ 2,48¢
Earnings per common and common equivalent s

Basic $ 0.4t % 1.7¢ $ 118 $ 0.87

Diluted $ 04t 3 174 $ 111 $ 0.81
Dividend declared per sha 0.1z 0.1z 0.1z 0.1z

NOTE 20. FAIR VALUES OF FINANCIAL INSTRUMENTS

ASC 820,Fair Value Measurementiefines fair value, establishes a framework for sneag the fair value of assets and liabilitiesngsi
hierarchy system and expands disclosures aboutdhie measurement. It clarifies that fair valsi¢hie price that would be received to sell an
or paid to transfer a liability in an orderly traction between market participants in the markethich the reporting entity transacts.
The fair value hierarchy is as follows:

Level 1 Inputs- Valuation is based upon quoted prices for idenfitstftuments traded in active markets that the Gomhas the ability -
access at measurement date.
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Level 2 Inputs— Valuation is based upon quoted prices for simitetruments in active markets, quoted prices fontidal or simila
instruments in markets that are not active and fbdsed valuation techniques for which significarguasptions are observable in
market.

Level 3 Inputs- Valuation is generated from modssed techniques that use significant assumptionshbservable in the market and
used only to the extent that observable inputshateavailable. These unobservable assumptionsctethe Compang’ own estimates
assumptions that market participants would useiting the asset or liability. Valuation technigueaclude use of option pricing mod:
discounted cash flow models and similar techniques.

Securities Available for SaleSecurities available for sale are recorded atvaioe on a recurring basis. Fair value measuretiselhsed upc
qguoted prices, if available. If quoted prices aot available, fair values are measured using depandent pricing service. Level 1 secur
include those traded on an active exchange, sutteadew York Stock Exchange, as well as U.S. Tngaand other U.S. government and agt
securities that are traded by dealers or brokeestive over-thesounter markets. The Company had no Level 1 oeL8wsecurities at Septem
30, 2012 and 2011. Level 2 securities include egenortgagebacked securities and private collateralized mgegabligations, municipal bon
and corporate debt securities.

The fair values of securities available for sale determined by obtaining quoted prices on natiprralcognized securities exchan
(Level 1 inputs), or matrix pricing, which is a rhatnatical technique widely used in the industrydtue debt securities without relying exclusi\
on quoted prices for the specific securities, kather by relying on the securitieglationship to other benchmark quoted securities/él Z
inputs). The Company relies upon these valuatsuplied by a third party provider which utilizesveral sources for valuing fixddeome
securities. Sources utilized by the third partgviidter include pricing models that vary based bseaglass and include available trade, bid,
other market information. This methodology inclsderoker quotes, proprietary models, descriptivenseand conditions databases, as we
extensive quality control programs.

The following table summarizes the assets of thezmy for which fair values are determined on aiméag basis at September 30, 2
and 2011.

Fair Value at September 30, 201

(Dollars in Thousands Total Level 1 Level 2 Level 3

Debt securitie:
Trust preferred and corporate securi $ 65,497 $ - % 65,497 $ -
Asset backed securitit 41,32« - 41,32¢ -
Agency securitie 39,461 - 39,461 -
Small Business Administration securit 19,91« - 19,91« -
Obligations of states and political subdivisic 13,15: - 13,15: -
Non-bank qualified obligations of states and politisabdivisions 255,89! - 255,89! -
Mortgage-backed securities 681,44 - 681,44 -

Securities available for sale $ 1,116,69. $ - $ 111669 $ -
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Fair Value at September 30, 201

(Dollars in Thousands Total Level 1 Level 2 Level 3
Debt securitie:
Trust preferred and corporate securi $ 22,11: $ - $ 22,11: $ =
Obligations of states and political subdivisic 6,21¢ - 6,21¢ -
Mortgage-backed securities 590,91¢ - 590,91¢ -
Securities available for sale $ 619,24¢ $ - $ 619,24¢ $ -

Foreclosed Real Estate and Repossessed A Real estate properties and repossessed assetgiallg recorded at the fair value less sellivagt:
at the date of foreclosure, establishing a newlsasis. The carrying amount at September 30, 28ir2sents the lower of the new cost basis ¢
fair value less selling costs of foreclosed astbetswere measured at fair value subsequent toitligal classification as foreclosed assets.

Loans. The Company does not record loans at fair value eecurring basis. However, if a loan is congdampaired, an allowance for Ic
losses is established. Once a loan is identifseiddividually impaired, management measures impeat in accordance with ASC 310

The following table summarizes the assets of the@my for which fair values are determined on a-remurring basis as of Septem
30, 2012 and 2011.

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 loz $ 33€ % - % - % 33¢€
Commercial and mu-family real estate loar 8,46¢ - - 8,46¢
Consumer loan 1 - - 1
Commercial operating loans 16 - - 16
Total Impaired Loan 8,82 - - 8,82
Foreclosed Assets, net 83¢ - - 83¢
Total $ 9,66( $ - $ - $ 9,66(

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 loz $ 12¢ $ - % - % 12¢
Commercial and mu-family real estate loar 11,18( - - 11,18(
Commercial operating loans 27 - - 27
Total Impaired Loan 11,33: - - 11,33:
Foreclosed Assets, net 2,671 - - 2,671
Total $ 14,00 $ - 8 - $ 14,00«
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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 $ 8,82: Market approacl Appraised value@)
Foreclosed Assets, n 83¢ Market approacl Appraised value(@

(MThe Company generally relies on external appraisedgvelop this information. Management redutedappraised value by estimated selling

costs in a range of 4% to 10'

The following table discloses the Company’s estaddir value amounts of its financial instrumenitsis managemerg’ belief that th
fair values presented below are reasonable baséteoraluation techniques and data available tcCibvpany as of September 30, 2012 and :
as more fully described below. The operationdhef€@ompany are managed from a going concern bagiaat a liquidation basis. As a result,
ultimate value realized for the financial instrurteepresented could be substantially different waetally recognized over time through the noi
course of operations. Additionally, a substarg@ttion of the Company’s inherent value is the Bardapitalization and franchise value. Neithe
these components have been given consideratitm ipresentation of fair values below.
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The following presents the carrying amount andnestiéd fair value of the financial instruments hieydthe Company at September
2012 and 2011. The information presented is stibjechange over time based on a variety of factors

September 30, 201,

Carrying Estimated
Amount Fair Value Level 1 Level 2 Level 3

(Dollars in Thousands

Financial assets

Cash and cash equivale $ 145,05. $ 145,05. $ 145,05. $ - $ =
Securities available for sa 1,116,69: 1,116,69: - 1,116,69: -
Loans receivable, ne
One to four family residential mortgage lo¢ 49,13« 49,93¢ - - 49,93¢
Commercial and mu-family real estate loar 191,90! 194,78 - - 194,78
Agricultural real estate loar 19,86: 21,03: - - 21,03:
Consumer loan 32,83¢ 33,48¢ - - 33,48¢
Commercial operating loat 16,45: 15,39¢ - - 15,39¢
Agricultural operating loans 20,98: 22,71« - - 22,71«
Total loans receivable, n 331,17: 337,34¢ - - 337,34¢
FHLB stock 2,12( 2,12( - 2,12( -
Accrued interest receivab 6,71( 6,71( 6,71( - -
Financial liabilities
Noninterest bearing demand depo 1,181,29 1,181,29! 1,181,29! - -
Interest bearing demand deposits, savings, andynon
markets 97,73: 97,73: 97,73: - -
Certificates of deposit 100,76: 101,70: - 101,70: -
Total deposit: 1,379,79 1,380,73 1,279,03. 101,70: -
Advances from FHLE 11,00( 13,99¢ - 13,99¢ -
Securities sold under agreements to repurc 26,40( 26,40( - 26,40( -
Subordinated debentur 10,31( 10,31¢ - 10,31¢ -
Accrued interest payab 177 177 177 - -

Off-balanc-sheet instruments, loan commitme - - - - -
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September 30, 201,

Carrying Estimated
Amount Fair Value

(Dollars in Thousands

Financial assets

Cash and cash equivale $ 276,89: $ 276,89:
Securities available for sa 619,24 619,24t
Loans receivable, ne 314,41( 316,15:
FHLB stock 4,737 4,737
Accrued interest receivab 4,13: 4,132

Financial liabilities

Noninterest bearing demand depo 945,95¢ 945,95t
Interest bearing demand deposits, savings, and ynoaekets 79,10: 79,10:
Certificates of deposit 116,56. 118,28

Total deposit: 1,141,62! 1,143,341
Advances from FHLE 11,00( 14,12¢
Securities sold under agreements to repurc 8,05¢ 8,05¢
Subordinated debentur 10,31( 10,32t
Accrued interest payab 222 22%

Off-balanc-sheet instruments, loan commitme - -

The following sets forth the methods and assumptigsed in determining the fair value estimatesHerCompanys financial instrumen
at September 30, 2012 and 2011.

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

SECURITIES AVAILABLE FORSALE

Securities available for sale are recorded atvfalue on a recurring basis. Fair values for inmesit securities are based on obtai
quoted prices on nationally recognized securitieshanges, or matrix pricing, which is a mathematieahnique widely used in the industry
value debt securities without relying exclusively guoted prices for the specific securities, btheaby relying on the securitieglationship t
other benchmark quoted securities.

LOANS RECEIVABLE, NET

The fair value of loans is estimated using a hisébror replacement cost basis concept (i.e. araro¢ price concept). The fair value
loans was estimated by discounting the future ésts using the current rates at which similar lavould be made to borrowers with sim
credit ratings and for similar remaining maturitiadhen using the discounting method to determarevilue, loans were grouped by homogen
loans with similar terms and conditions and dis¢edrat a target rate at which similar loans wouwdiade to borrowers at September 30, 201
2011. In addition, when computing the estimatedvfalue for all loans, allowances for loan lossese been subtracted from the calculatec
value as a result of the discounted cash flow whjgbroximates the fair value adjustment for thelitrguality component.
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FHLB STOCK
The fair value of such stock is assumed to appratérbook value since the Company is generally @hledeem this stock at par value.

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

DEPOSITS

The carrying values of noimterest bearing checking deposits, interest bgarfrecking deposits, savings, and money marketssismed 1
approximate fair value, since such deposits are @diately withdrawable without penalty. The fairlue of time certificates of deposit v
estimated by discounting expected future cash floyv#he current rates offered on certificates gfadgt with similar remaining maturities.

In accordance with ASC 825, no value has beenreditp the Company’s lontgrm relationships with its deposit customers (a@ieie o
deposits intangible) since such intangible is nfancial instrument as defined under ASC 825.

ADVANCES FROM FHLB
The fair value of such advances was estimated dgodnting the expected future cash flows usingecitiinterest rates as of Septembe
2012 and 2011 for advances with similar terms @&ncaining maturities.

SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE AND SUBORDINATED DEBENTURES
The fair value of these instruments was estimagediscounting the expected future cash flows usiegved interest rates approximal
market as of September 30, 2012 and 2011 ovemtheactual maturity of such borrowings.

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

LOAN COMMITMENTS
The commitments to originate and purchase loang lewms that are consistent with current markehserAccordingly, the Compa
estimates that the fair values of these commitmamtsot significant.

LIMITATIONS

It must be noted that fair value estimates are nade specific point in time, based on relevantke@amformation about the financ
instrument. Additionally, fair value estimates aesed on existing on- and dfélance sheet financial instruments without attémgpo estimate tt
value of anticipated future business, custometicglships and the value of assets and liabilitied &ire not considered financial instruments. &
estimates do not reflect any premium or discouat tould result from offering the Compasyentire holdings of a particular financial instem
for sale at one time. Furthermore, since no maekedts for certain of the Compasyfinancial instruments, fair value estimates maybhsed ¢
judgments regarding future expected loss experjenimgent economic conditions, risk characterist€wvarious financial instruments and ol
factors. These estimates are subjective in namcdeinvolve uncertainties and matters of signifigadgment and therefore cannot be deterrr
with a high level of precision. Changes in assuomstas well as tax considerations could signifigaaffect the estimates. Accordingly, baset
the limitations described above, the aggregateviaine estimates are not intended to representiiderlying value of the Company, on eith:
going concern or a liquidation basis.
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NOTE 21. GOODWILL AND INTANGIBLE ASSETS

The changes in the carrying amount of the Compgaggbdwill and intangible assets for the years ér@ptember 30, 2012 and 2011
as follows:

Retail Meta Paymen Meta Paymen
Banking Systems® Systems®
Goodwill Patents Other Total

(Dollars in Thousands

Balance as of September 30, 2( $ - % 1,31t $ - % 1,31¢
Acquisitions during the peric - 733 27 76C
Amortization during the perio - (19 (18) (36)
Write-offs during the perior - @) - (4)
Balance as of September 30, 2012 $ - $ 2,02¢ $ 9 3 2,03t
Retail Meta Paymen Meta Paymen
Banking Systems® Systems®
Goodwill Patents Other Total

(Dollars in Thousands

Balance as of September 30, 2( $ 1,50¢ $ 1,07¢ $ 7% 2,66:
Acquisitions during the peric - 47¢ - 47¢
Amortization during the perio - - 77) 77
Write-offs during the perior (1,509¢) (247) - (1,749
Balance as of September 30, 2011 $ - $ 1,31t $ - $ 1,31¢

The Company tests goodwill and intangible assetsirfgpairment at least annually or more often if ditions indicate a possit
impairment. There was no impairment to goodwiltl antangible assets during the year ended SepteBthe2012.There was an impairmen
goodwill during the year ended September 30, 20L& million due primarily to the decline in teeock price of the Company at that period.
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Item 9. Changes in and Disagreements With Accountants on Aounting and Financial Disclosure

None.

ltem 9A. Controls and Procedures

(a) Disclosure Controls and Procedures

The Company’s management, with the participatiothefCompanys Chief Executive Officer and Chief Financial Offic has evaluat:
the effectiveness of the Company’s “disclosure @atand procedures”, as such term is defined itefR3a—-15(e) and 15#5(e) under tr
Exchange Act as of the end of the period coverethisyreport. Based upon that evaluation, the Ciefcutive Officer and Chief Financial Offic
concluded that the Companydisclosure controls and procedures were effeatitenely alerting them to the material informaticelating to th
Company required to be included in the Comparmgriodic SEC filings. In addition, no change ur iternal control over financial reporting
defined in Rules 13a-15(f) and 138{f) under the Exchange Act) occurred during iherth quarter of our fiscal year ended Septembe2B80Q:
that has materially affected, or is reasonablylyike materially affect, our internal control oviamrancial reporting.

(b) Management’s Annual Report on Inté@antrol over Financial Reporting.

The Companys management is responsible for establishing anmhtamsing effective internal control over financiagporting. Th
Companys internal control over financial reporting is aopess designed to provide reasonable assurancaliregahe reliability of financic
reporting and the preparation of financial statetséor external purposes in accordance with GAABt i@ternal control over financial reporti
includes those policies and procedures that (ijjaperto the maintenance of records that, in redsendetail, accurately and fairly reflect
transactions and dispositions of the assets ofCthrapany; (ii) provide reasonable assurance thasactions are recorded as necessary to [
preparation of financial statements in accordanite GAAP, and that receipts and expenditures ofGbenpany are being made only in accord
with authorizations of the Comparsymanagement and directors; and (iii) provide nealle assurance regarding prevention or timelyctiete of
unauthorized acquisition, use, or disposition ef @ompany assets that could have a material effettie financial statements.

Internal control over financial reporting, no matteow well designed, has inherent limitations. Bessa of such inherent limitatiol
internal control over financial reporting may naeyent or detect misstatements. Also, projectiohany evaluation of effectiveness to fut
periods are subject to the risk that controls megoime inadequate because of changes in conditiortbat the degree of compliance with
policies or procedures may deteriorate.

Management assessed the effectiveness of the Cghspaternal control over financial reporting as @p&mber 30, 2012, based on
criteria set forth by the Committee of Sponsoring@izations of the Treadway Commission in “Intér@antrol-Integrated FrameworkAfter
conducting the assessment, management determiagdath of September 30, 2012, the Compmngternal control over financial reporting
effective, based on those criteria.

The effectiveness of the Company's internal cortvelr financial reporting as of September 30, 203, been audited by KPMG LLP,
independent registered public accounting firm wiso &as audited the Company's consolidated finhataéements included in this Annual Re|
on Form 10-K. KPMG LLP's report on the Companytetinal control over financial reporting appearstunfollowing page.

Iltem 9B. Other Information

None.
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KPMG LLP
2500Ruan Center
666 Grand Avenue
Des Moines, 1A 50309

Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders
Meta Financial Group, Inc.:

We have audited Meta Financial Group, laqthe Company) internal control over financialogimg as of September 30, 2012, based on ct
established irinternal Control — Integrated Frameworissued by the Committee of Sponsoring Organizatioihthe Treadway Commissi
(COSO0). The Compang’management is responsible for maintaining effedtiternal control over financial reporting and fis assessment of 1
effectiveness of internal control over financiapoging, included in the accompanyildanagemens Annual Report on Internal Control o
Financial Reportin¢. Our responsibility is to express an opinion aa @ompany’s internal control over financial repogtbased on our audit.

We conducted our audit in accordance with the stadsdof the Public Company Accounting Oversight lo@Jnited States). Those stand:
require that we plan and perform the audit to obtaiasonable assurance about whether effectivenaiteontrol over financial reporting w
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordvelr financial reporting, assessing the risk 8
material weakness exists, and testing and evaly#tie design and operating effectiveness of intevoatrol based on the assessed risk. Our
also included performing such other procedures exawnsidered necessary in the circumstances. Vievedhat our audit provides a reason
basis for our opinion.

A companys internal control over financial reporting is a@ess designed to provide reasonable assuranceliregshe reliability of financie
reporting and the preparation of financial statetméor external purposes in accordance with gelyesatepted accounting principles. A company’
internal control over financial reporting includésse policies and procedures that (1) pertairhéonbaintenance of records that, in reasor
detail, accurately and fairly reflect the transawsi and dispositions of the assets of the comp@hprovide reasonable assurance that transa
are recorded as necessary to permit preparatifinasfcial statements in accordance with generalbepted accounting principles, and that rec
and expenditures of the company are being made iandccordance with authorizations of managemedt directors of the company; and
provide reasonable assurance regarding preventitimely detection of unauthorized acquisition, ,usedisposition of the comparsyassets th
could have a material effect on the financial stegets.

Because of its inherent limitations, internal cohtover financial reporting may not prevent or de¢tmisstatements. Also, projections of
evaluation of effectiveness to future periods afgiext to the risk that controls may become inadégjbecause of changes in conditions, or thi
degree of compliance with the policies or procegunay deteriorate.

In our opinion, Meta Financial Group, Inc. maintdnin all material respects, effective internatteol over financial reporting as of Septembet
2012, based on criteria establishedlmternal Control — Integrated Frameworissued by the Committee of Sponsoring Organizatiointhe
Treadway Commission.

We also have audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bloéfdnited States), the consolida
statements of financial condition of Meta Finandg&abup, Inc. and subsidiaries as of September 302 2nd 2011, and the related consolic
statements of operations, comprehensive incomegesain stockholders’ equity, and cash flows fatheaf the years in the threear period ende
September 30, 2012, and our report dated Decenlh@022 expressed an unqualified opinion on thossalidated financial statements.

/s/ KPMG LLP
Des Moines, lowa
December 21, 2012
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PART IlI

Iltem 10. Directors, Executive Officers and Corporate Governace

Directors

Information concerning directors of the Companyuieggd by this item will be included under the capt “Election of Directors,”
“Communicating with Our Directors” and “Stockhold@roposals For The Year 2013 Annual Meeting” in@oenpanys definitive Proxy Stateme
for the Annual Meeting of Stockholders to be heldlanuary 18, 2013 (the “2012 Proxy StatemeatQopy of which will be filed not later than 1
days after September 30, 2012 and is incorporaegirhby reference.

Executive Officers

Information concerning the executive officers af Bompany required by this item is set forth urtiercaption Executive Officer of th
Company Who is Not a Director” contained in Paftdm 1 “Business” of this Annual Report on FormK @nd is incorporated herein by referer

Compliance with Section 16(a)

Information required by this item regarding comptia with Section 16(a) of the Exchange Act willibeluded under the captiorséctior
16(a) Beneficial Ownership Reporting Compliancettia Company’s 2012 Proxy Statement and is incatpdrherein by reference.

Audit Committee Financial Expert

Information regarding the audit committee of ther@any’s Board of Directors, including information regargliJeanne Partlow, the at
committee financial expert serving on the audit nottee for fiscal 2012 will be included under thaptions “Meetings and Committeeahc
“Election of Directors” in the Company’s 2012 Pro®tatement and is incorporated herein by reference.

Code of Ethics

Information regarding the Company’s Code of Ethidt be included under the caption “Corporate Gaxagrce” in the Compang’201.
Proxy Statement and is incorporated herein by eefe.

ltem 11. Executive Compensatior

Information concerning executive and director congation will be included under the captions “Congagion Processes and Procedures,’
“Compensation of Directors” and “Executive Compeitsd in the Company’s 2012 Proxy Statement anddésrporated herein by reference.

ltem 12. Security Ownership of Certain Beneficial Owners andManagement and Related Stockholder Matter:

(a) Security Ownership of Certain Benefi€@avners and Management

The information required by this item will be indied under the caption “Stock Ownership” in the Camys 2012 Proxy Statement an
incorporated herein by reference.
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(b) Changes in Control

Management of the Company knows of no arrangemerdsiding any pledge by any persons of securitiethe Company, the operat
of which may, at a subsequent date; result in agd@ control of the Registrant.

(c) Equity Compensation Plan Information

The Company maintains the 2002 Omnibus Incentiv@n Hbr purposes of issuing stock based compensatoemployees ai
directors. An amendment to this plan, authorizangadditional 750,000 shares to be issued undeptan, was approved by the Board of Direc
on November 30, 2007, and by the stockholders atatfnual meeting held February 12, 2008. The Cognpdso has unexercised opti

outstanding under a previous stock option plane filowing table provides information about thengmany’s common stock that may be iss
under the Company’s omnibus incentive plans.

Number of securities
remaining available

Number of securitie: for future issuance
to be issued upon Weighted-average under equity
exercise of exercise price of compensation plan
outstanding options outstanding options excluding securities
Plan Category warrants and rights warrants and rights reflected in (a)
Equity compensation plans approved by stockhol 389,35¢ $ 23.52 642,93:
Equity compensation plans not approved by stocldre -3 - -

Item 13. Certain Relationships and Related Transactions, an®irector Independence

The information required by this item will be indled under the captions “Election of Directors,” ‘éliags and Committees” anéRélater
Person Transactions” in the Company’s 2012 Proaye8tent and is incorporated herein by reference.

ltem 14. Principal Accountant Fees and Service

The information required by this item will be inded under the caption “Independent Registered @ubticounting Firm”in the
Company’s 2012 Proxy Statement and is incorporagedin by reference.

PART IV

Item 15. Exhibits and Financial Statement Schedule

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

(a) Financial Statements:

The following financial statements are includedemBart 11, Item 8 of this Annual Report on FormK.0
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1. Report of Independent Registered Public Accourfiimg.
2. Consolidated Statements of Financial Conditionfeé&eptember 30, 2012 and 20.
3. Consolidated Statements of Operations for the YEeaded September 30, 2012, 2011, and 2
4. Consolidated Statements of Comprehensive Incoméhéoyears ended September 30, 2012, 2011, and
5. Consolidated Statements of Changes in Stockh¢ Equity for the Years Ended September 30, 2012, 28id 2010
6. Consolidated Statements of Cash Flows for the Yieaded September 30, 2012, 2011, and 2
7. Notes to Consolidated Financial Stateme
(b) Exhibits :

See Index to Exhibits.
(c) Financial Statement Schedules:

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

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the Regyidthas duly caused this Report tt
signed on its behalf by the undersigned, theredualp authorized.

META FINANCIAL GROUP, INC.

Date: December 21, 2012 By: /s/ J. Tyler Haah

J. Tyler Haahr, Chairman of the Boa
President and Chief Executive Offic

Pursuant to the requirements of the Securities &xgh Act of 1934, this Report has been signed bblpthe following persons on bet
of the Registrant and in the capacities and oml#tes indicated.

By: /sl J. Tyler Haah Date: December 21, 2012
J. Tyler Haahr, Chairman of the Boa
President and Chief Executive Offic
(Principal Executive Officer

By: /s/ E. Thurman Gaski Date: December 21, 2012
E. Thurman Gaskill, Vice Chairmz

By: /s/ Bradley C. Hansao Date: December 21, 2012
Bradley C. Hanson, Directt

By: /sl Frederick V. Moor Date: December 21, 2012
Frederick V. Moore, Directc

By: /sl Troy Moore Il Date: December 21, 2012
Troy Moore Ill, Director

By: /s/ Rodney G. Muilenbur Date: December 21, 2012
Rodney G. Muilenburg, Directc

By: /s/ Jeanne Partlo Date: December 21, 2012
Jeanne Partlow, Direct

By: /s/ David W. Leedon Date: December 21, 2012
David W. Leedom, Executive Vic
President and Chief Financial Offic
(Principal Financial and Accounting Office
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INDEX TO EXHIBITS

Exhibit
Number Description

3(i) Registrant’s Certificate of Incorporation, filed Bebruary 19, 2010 as an exhibit to the Registsaegjistration statement on Form S-
3 (Commission File No. 3:-164997), is incorporated herein by referer

3(ii) Certificate of Amendment to Registrant’s Certifieaif Incorporation, filed on October 1, 2012 asexhibit to the Registrarg’
Current Report on Formr-K (Commission File No.-22140), is incorporated herein by referer

3(ii) Registrant’s Bylaws, as amended and restated, déelixhibit 3(ii) to the Registrant’'s Annual Repomt Form 10K for the fiscal yee
ended September 30, 2008 (Commission File I-22140), is incorporated herein by referer

4.1 Registrant’s Specimen Stock Certificate, filed @bieary 19, 2010 as an exhibit to the Registraetisstration statement on Form S-
3 (Commission File No. 3:-164997), is incorporated herein by referet

4.2 Securities Purchase Agreement by and between thistRent and ACP MFG Holdings, LLC, dated as of MgyY012, including tt
form of Registration Rights Agreement by and betwé®e Registrant and ACP MFG Holdings, LLC, datsedo& May 9, 201
attached as Exhibit A thereto, filed on May 11, 2@% an exhibit to the Registrant’s Current ReporfForm 8K (Commission Fil:
No. (-22140), is incorporated herein by referer

4.3 Securities Purchase Agreement by and among thesiRadi Boathouse Row |, LP, Boathouse Row II, Ibd 8oathouse Ra
Offshore, Ltd., dated as of May 9, 2012, including form of Registration Rights Agreement by andoagithe Registrar
Boathouse Row I, LP, Boathouse Row I, LP and Boatle Row Offshore, Ltd., dated as of May 9, 201@caed as Exhibit
thereto, filed on May 11, 2012 as an exhibit to Registrant’s Current Report on Form 8-K (Commisskéle No. 022140), i
incorporated herein by referent

4.4 Securities Purchase Agreement by and between thistRent and Long Meadow Holdings, L.P., dated faglay 9, 2012, includin
the form of Registration Rights Agreement by antiieen the Registrant and Long Meadow Holdings,,ldRted as of May 9, 20
attached as Exhibit A thereto, filed on May 11, 2@% an exhibit to the Registrant’s Current ReporfForm 8K (Commission Fil:
No. (-22140), is incorporated herein by referer

4.5 Securities Purchase Agreement by and between thistRat and ACP MFG Holdings, LLC, dated as of Asigl6, 2012, filed ¢

August 20, 2012 as an exhibit to the Registrantis€ht Report on Form 8-K (Commission File No22t40), is incorporated her:
by reference
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4.6

4.7

4.8

4.9

4.10

4.11

4.12

4.13

4.14

Registration Rights Agreement by and between thgisRant and ACP MFG Holdings, LLC, dated as oft8eyber 28, 2012, file
on October 1, 2012 as an exhibit to the Registsa@tirrent Report on Form 8-K (Commission File N&2140), is incorporate
herein by referenci

Securities Purchase Agreement by and among thestRati Bay Pond Partners, L.P., Wolf Creek PastreP., Bay Pond Investc
(Bermuda) L.P., Wolf Creek Investors (Bermuda) LIfan Creek Master Investment Partnership (Cayrah.P., and Ithan Cre¢
Master Investors (Cayman) L.P., dated as of Aud6st2012, filed on August 20, 2012 as an exhibith® Registrans Curren
Report on Form-K (Commission File No.-22140), is incorporated herein by referer

Registration Rights Agreement by and among the Segit, Bay Pond Partners, L.P., Wolf Creek PastieP., Bay Pond Investc
(Bermuda) L.P., Wolf Creek Investors (Bermuda) L Ithan Creek Master Investment Partnership (Cayiah.P., and Ithan Cres
Master Investors (Cayman) L.P., dated as of Sepera®, 2012, filed on October 1, 2012 as an exhibthe Registrans’ Curren
Report on Form-K (Commission File No.-22140), is incorporated herein by referer

Securities Purchase Agreement by and between thistRat and BEP Meta LLC, dated as of August 18,22 filed on August 2
2012 as an exhibit to the Registrant’'s Current Repan Form 8-K (Commission File No. Z2140), is incorporated herein
reference

Registration Rights Agreement by and between thgisRant and BEP Meta LLC, dated as of Septembe@82, filed on Octob
1, 2012 as an exhibit to the Registrant’'s Curregpd®t on Form 8-K (Commission File No.2@4140), is incorporated herein
reference

Securities Purchase Agreement by and among thesiRati Boathouse Row I, LP, Boathouse Row II, &Rd Boathouse Rc
Offshore, Ltd., dated as of August 16, 2012, filedAugust 20, 2012 as an exhibit to the Registsa@tirrent Report on Formi8
(Commission File No.-22140), is incorporated herein by referer

Registration Rights Agreement by and among the SRegit, Boathouse Row |, LP, Boathouse Row Il, aRd Boathouse Rc
Offshore, Ltd., dated as of September 28, 201&d filn October 1, 2012 as an exhibit to the Regis&r&urrent Report on Form 18-
(Commission File No.-22140), is incorporated herein by referer

Securities Purchase Agreement by and among thestRagi, Greg Gersack, Stephen G. Skiba and Rob&bBk Trust U/A/D Ma
5, 2005, dated as of August 16, 2012, filed on A0, 2012 as an exhibit to the Registrant’s GurReport on Form &
(Commission File No.-22140), is incorporated herein by referer

Registration Rights Agreement by and among the Stegit, Greg Gersack, Stephen G. Skiba and Rob&bBk Trust U/A/D Ma

5, 2005, dated as of September 28, 2012, filed cioli2r 1, 2012 as an exhibit to the Registrant’'sr€@u Report on Form B-
(Commission File No.-22140), is incorporated herein by referer
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4.15

4.16

4.17

4.18

4.19

4.20

4.21

4.22

£10.1

Securities Purchase Agreement by and among thestRagfi Harvest Opportunity Partners I, L.P., HatvDiversified Partners, L.
and Harvest Opportunity Partners Offshore Fund,,lddted as of August 16, 2012, filed on August 22 as an exhibit to t
Registrar’s Current Report on Forn-K (Commission File No.-22140), is incorporated herein by referer

Registration Rights Agreement by and among the Stegjit, Harvest Opportunity Partners Il, L.P., HestvDiversified Partners, L.
and Harvest Opportunity Partners Offshore Fund,, Iddted as of September 28, 2012, filed on Octadp@012 as an exhibit to 1
Registrar’s Current Report on Forn-K filed (Commission File No.-22140), is incorporated herein by referer

Securities Purchase Agreement by and between thistRant and JTH Financial, LLC, dated as of Audi&t2012, filed on Augu
20, 2012 as an exhibit to the Registrant’s CuriReport on Form 8-K (Commission File N0.2@140), is incorporated herein
reference

Registration Rights Agreement by and between thgisgant and JTH Financial, LLC, dated as of Sep&n®8, 2012, filed ¢
October 1, 2012 as an exhibit to the Registrantisé€ht Report on Form 8-K (Commission File No22t40), is incorporated her:
by reference

Securities Purchase Agreement by and between thistRmt and NetSpend Holdings, Inc., dated as wjust 16, 2012, filed «
August 20, 2012 as an exhibit to the Registrantis€ht Report on Form 8-K (Commission File No22t40), is incorporated her:
by reference

Registration Rights Agreement by and between thgidRant and NetSpend Holdings, Inc., dated asepte&Snber 28, 2012, filed
October 1, 2012 as an exhibit to the Registrantiz€ht Report on Form 8-K (Commission File No22t40), is incorporated her:
by reference

Securities Purchase Agreement by and among thestrRafi Prism Partners |, L.P., Prism Partnerd éNeraged, L.P., and Pri
Partners IV Leveraged Offshore Fund, dated as gfudtil6, 2012, filed on August 20, 2012 as an éixtolthe Registrangs Curren
Report on Form-K (Commission File No.-22140), is incorporated herein by referer

Registration Rights Agreement by and among the $kegit, Prism Partners |, L.P., Prism Partnerd éVeraged, L.P., and Pri
Partners IV Leveraged Offshore Fund, dated as pfeseber 28, 2012, filed on October 1, 2012 as dnbéxto the Registran’
Current Report on Formr-K (Commission File No.-22140), is incorporated herein by referer

Registrant’s 1995 Stock Option and Incentive Pfdaed as an exhibit to the Registrant's Annual Remm Form 10KSB for the
fiscal year ended September 30, 1996 (CommissienN&. (-22140), is incorporated herein by referer

ZManagement Contract or Compensatory Plan or Agraeme
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*10.2

*10.3

*10.4

*10.5

*10.6

*10.7

*10.8

*10.9

Employment Agreement between MetaBank and J. Thteahr, originally filed as an exhibit to the Rerasit’s Annual Report ¢
Form 10-K for the fiscal year ended September 39,71(Commission File No. 82140), is incorporated herein by reference.
amendment to such agreement, filed as an exhilfiet®Registrant’'s Annual Report on FormHK@er the fiscal year ended Septen
30, 2008 (Commission File No-22140), is incorporated herein by referer

Registrant’s Supplemental Employees’ Investmenth,Rieiginally filed as an exhibit to the RegistramAnnual Report on Form 10-
KSB for the fiscal year ended September 30, 19%h(@ission File No. ®2140). First amendment to such agreement, fitedr
exhibit to the Registrant’'s Annual Report on ForfKl for the fiscal year ended September 30, 200&8(@ission File No. O-
22140), is incorporated herein by referer

Employment Agreement between MetaBank and Jameéta&hr, originally filed on June 17, 1993 as an leithb the Registrant’
registration statement on Form S-1 (Commission Ribe 3364654). First amendment to such agreement, filedraexhibit to tr
Registrant’s Annual Report on Form 10-K for thecéis year ended September 30, 2008 (Commission Nrile 3364654), i
incorporated herein by referen:

Registrant’s 2002 Omnibus Incentive Plan, filedaasexhibit to the Registrant’s Annual Report onrfrdfOK for the fiscal yee
ended September 30, 2003 (Commission File I-22140), is incorporated herein by referer

Employment Agreement between MetaBank and Bradleia®son, originally filed as an exhibit to the Ré@nt's Annual Repo
on Form 10-K for the fiscal year ended September2B05 (Commission File No. 22140). First amendment to such agreer
filed as an exhibit to the Registrant’s Annual Reémm Form 10K for the fiscal year ended September 30, 2008 (@Qmsion Fil¢
No. (-22140), is incorporated herein by referer

Employment Agreement between MetaBank and Troy Edbyr originally filed as an exhibit to the Regestt's Annual Report ¢
Form 10-K for the fiscal year ended September BO52Commission File No. 22140). First amendment to such agreement,
as an exhibit to the Registrant’s Annual ReporfFomm 10-K for the fiscal year ended September 8083 Commission File No. 0-
22140), is incorporated herein by referer

The First Amendment to Registrant2002 Omnibus Incentive Plan, adopted by the Regison August 28, 2006, and filed
December 19, 2006 as Exhibit A to the RegistraBtbedule 14A (DEF 14A) Proxy Statement (Commisside No. 022140), i
incorporated by referenc

The Second Amendment to RegistrarR002 Omnibus Incentive Plan, adopted by the Ragison November 30, 2007, and filec

January 3, 2008 as Exhibit A to the Registrantsesiale 14A (DEF 14A) Proxy Statement (Commissiole No. 022140), i
incorporated by referenc
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*10.10

*10.11

*10.12

11

21

23.1
311
31.2
32.1
32.2
101.INS
101.SCH
101.CAL
101.DEF
101.LAB

101.PRE

Employment Agreement between MetaBank and David_-®édom, dated October 27, 2008 filed as an exhibthe Registrans
Annual Report on Form 10-K for the fiscal year esh@zptember 30, 2008 (Commission File N@2140), is incorporated herein
reference

Amended and Restated Contract for Deferred Compiensetween MetaBank and James S. Haahr, date@rBker 27, 2005 al
the first amendment thereto filed as an exhibith®d Registrant’'s Annual Report on Form Hder the fiscal year ended Septerr
30, 2008, is incorporated herein by referel

Consulting Services Agreement between the Registnath James S. Haahr, dated October 10, 2011 &xtie¢ as of October
2011, filed on October 12, 2011 as an exhibit ® Registrant’'s Current Report on Form 8-K (Commisdrile No. 022140), i
incorporated herein by referen:

Statement re: computation of per share earnings [(®te 2 of “Notes to Consolidated Financial $tatets,”which is included i
Part Il, Item & Consolidated Financial Statements and Supplemebiz’ of this Annual Report on Form -K).

Subsidiaries of the Registrant is filed herew
Consent of Independent Registered Public Accouriting is filed herewith
Certification of Principal Executive Officer pursudo Section 302 of the Sarba-Oxley Act of 2002 is filed herewitt
Certification of Principal Financial Officer pursuao Section 302 of the Sarba-Oxley Act of 2002 is filed herewitt
Certification of the CEO pursuant to Section 906haf Sarban«-Oxley Act of 2002 is filed herewitt
Certification of the CFO pursuant to Section 908hef Sarban-Oxley Act of 2002 is filed herewitt

Instance Document Filed Herewi

XBRL Taxonomy Extension Schema Document Filed Héte\

XBRL Taxonomy Extension Calculation Linkbase Docuirigiled Herewith

XBRL Taxonomy Extension Definition Linkbase Documé&iled Herewith

XBRL Taxonomy Extension Label Linkbase Documene&iHerewith

XBRL Taxonomy Extension Presentation Linkbase Doentiiled Herewith
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SUBSIDIARIES OF THE REGISTRANT

Exhibit 21

Percentage State of
of Incorporation or
Parent Subsidiary Ownership Organization
Meta Financial Group, In MetaBank 100% Federal
Meta Financial Group, Int First Midwest Financial Capital Trus 100% Delaware
MetaBank First Services Financial Limite 100% lowa
First Services Financial Limite Brookings Service Corporatic 100% South Dakots

The financial statements of Meta Financial Group,. lare consolidated with those of its subsidiareesept First Midwest Financ

Capital Trust I.




Exhibit 23.1
Consent of Independent Registered Public Accountingirm

Board of Directors and Audit Committee
Meta Financial Group, Inc.
Sioux Falls, South Dakota

We consent to the incorporation by reference inrdgistration statements pertaining to the Metaafamnl Group, Inc. 1995 Stock Option
Incentive Plan (No. 333-22523) and the Meta Firgn@roup, Inc. 2002 Omnibus Incentive Plan (No.-338200, No. 333-141407, and No. 333-
151604) of Meta Financial Group, Inc. on Form S8 & the registration statements (No. 333-181 %88 283184300) of Meta Financial Grot
Inc. on Form S3 of our reports dated December 21, 2012, witheetsip the consolidated statements of financiatitaom of Meta Financial Grou
Inc. and subsidiaries as of September 30, 201228ad, and the related consolidated statements erfatipns, comprehensive income, chang
stockholders’ equity and cash flows for each ofytears in the thregear period ended September 30, 2012, and thetigéfiaess of internal conti
over financial reporting as of September 30, 20h& kv reports appear in the September 30, 2012 ArReport on Form 16 of Meta Financic
Group, Inc.

/sl KPMG LLP

Des Moines, lowa
December 21, 2012




Exhibit 31.1

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

I, J. Tyler Haahr, certify that:
1. | have reviewed this Annual Report on Form 16f#leta Financial Group, Inc.;

2. Based on my knowledge, this report does notaiemny untrue statement of a material fact ort@mstate a material fact necessary to mak
statements made, in light of the circumstances untiéch such statements were made, not misleaditty nespect to the period covered by
report;

3. Based on my knowledge, the financial statemems other financial information included in théport, fairly present in all material respects
financial condition, results of operations and ciiavs of the Registrant as of, and for, the pesipcesented in this annual report;

4. The Registrarg’ other certifying officers and | are responsilile dstablishing and maintaining disclosure contamld procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) aredriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and 15d-15
() for the Registrant and have:

a) Designed such disclosure controls and procsdwe caused such disclosure controls and procedirédbe designed under
supervision, to ensure that material informatiolatneg to the Registrant, including its consolidagubsidiaries, is made known to us
others within those entities, particularly durimg fperiod in which this report is being prepared;

b) Designed such internal control over financédarting, or caused such internal control overrfaial reporting to be designed under
supervision, to provide reasonable assurance rieggtie reliability of financial reporting and teeparation of financial statements
external purposes in accordance with generallyedeaccounting principles;

c) Evaluated the effectiveness of the Registsatisclosure controls and procedures and presémthis report our conclusions about
effectiveness of the disclosure and proceduresf tige end of the period covered by this reporebasn such evaluation; and

d) Disclosed in this report any change in the Btegits internal control over financial reporting thatcooed during the Registr:
issuer's most recent fiscal quarter (the Registsaftturth fiscal quarter in the case of an annupbr® that has materially affected, o
reasonably likely to materially affect, the Regasit's internal control over financial reporting;dan

5. The Registran’ other certifying officers and | have discloseasdx on our most recent evaluation of internalrobotver financial reporting,
the Registrant’s auditors and the audit commitfab® Registrant’s board of directors (or persomggrming the equivalent function):

a) All significant deficiencies and material weakses in the design or operation of internal céswwer financial reporting which ¢
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the Registrastinterna
control over financial reporting.

Date: December 21, 2012 By: /s/ J. Tyler Haat

J. Tyler Haahr, Chairman of the Board, President
and Chief Executive Office




Exhibit 31.2

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

I, David W. Leedom, certify that:
1. | have reviewed this Annual Report on Form 16f#leta Financial Group, Inc.;

2. Based on my knowledge, this report does notaiemny untrue statement of a material fact ort@mstate a material fact necessary to mak
statements made, in light of the circumstances untiéch such statements were made, not misleaditty nespect to the period covered by
report;

3. Based on my knowledge, the financial statemems other financial information included in théport, fairly present in all material respects
financial condition, results of operations and ciiavs of the Registrant as of, and for, the pesipcesented in this annual report;

4. The Registrarg’ other certifying officers and | are responsilile dstablishing and maintaining disclosure contamld procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) aredriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and 15d-15
() for the Registrant and have:

a) Designed such disclosure controls and procsdwe caused such disclosure controls and procedirédbe designed under
supervision, to ensure that material informatiolatneg to the Registrant, including its consolidagubsidiaries, is made known to us
others within those entities, particularly durimg fperiod in which this report is being prepared;

b) Designed such internal control over financédarting, or caused such internal control overrfaial reporting to be designed under
supervision, to provide reasonable assurance rieggtie reliability of financial reporting and teeparation of financial statements
external purposes in accordance with generallyedeaccounting principles;

c) Evaluated the effectiveness of the Registsatisclosure controls and procedures and presémthis report our conclusions about
effectiveness of the disclosure and proceduresf tige end of the period covered by this reporebasn such evaluation; and

d) Disclosed in this report any change in the Regnt’s internal control over financial reportitigat occurred during the Registranthos
recent fiscal quarter (the Registrantourth fiscal quarter in the case of an annyabm® that has materially affected, or is reasonéikély
to materially affect, the Registrant’s internal tohover financial reporting; and

5. The Registrant’ other certifying officers and | have disclosealsdd on our most recent evaluation of internalrobowver financial reporting,
the Registrant’s auditors and the audit commitfab® Registrant’s board of directors (or persomggrming the equivalent function):

a) All significant deficiencies and material weakses in the design or operation of internal céswwer financial reporting which ¢
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the Registrastinterna
control over financial reporting.

Date: December 21, 2012 By: /s/ David W. Leedor
David W. Leedom, Executive Vice President and
Chief Financial Office




Exhibit 32.1

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

In connection with the Annual Report of Meta Finah&Group, Inc. (the “Company”) on Form X0for the year ended September 30, 2012, as
with the Securities and Exchange Commission ordtite of this Certification (the “Report”), J. Tyler Haahr, the Chief Executive Officer bk
Company, certify, pursuant to 18 U.S.C. Section013% adopted pursuant to Section 906 of the Sesk@mwley Act of 2002, that:

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

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

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

Chairman of the Board, President and Chief Exeeufifficer
December 21, 2012




Exhibit 32.2

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

In connection with the Annual Report of Meta Finah&Group, Inc. (the “Company”) on Form X0for the year ended September 30, 2012, as
with the Securities and Exchange Commission ordé#te of this Certification (the “Report), David W. Leedom, the Chief Financial Officertbg
Company, certify, pursuant to 18 U.S.C. Section013% adopted pursuant to Section 906 of the Sesk@mwley Act of 2002, that:

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

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

By: /s/ David W. Leedom

Name: David W. Leedor

Executive Vice President and Chief Financial Office
December 21, 2012




